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EXECUTIVE SUMMARY 
 

BACKGROUND 
 
A. F. Ferguson & Co. has been engaged by the Punjab Resource Management 
and Planning (PRMP) to carry out a study of Punjab Seed Corporation (PSC) to 
review its present financial and operational status with the objective of 
suggesting options for future course of action. This is the final report which 
highlights the gaps based on an analysis of the current financial and operational 
status of PSC carried out in the mid term report and gives recommendations to 
fill such gaps. 
  

SCOPE OF WORK 

 
In carrying out the assignment, the financial components of PSC’s balance sheet 
have been reviewed. An understanding of the operations and systems has been 
obtained through discussions with key management at both Head office and 
various processing locations. 
 
Summary of recommendations emanating from our review are given below 
 
 Issue Suggestion 
Organisation Board of directors 

dominated by 
government officials, 5 
out of 7 directors on ex 
officio basis 

Board of directors to be 
nominated should have 
continuity and the ability to 
provide a vision to the 
company 

Planning No long term budgets 
prepared 

A business plan to be 
prepared with a horizon of at 
least five years specifying 
financial, physical and 
human resource needs to 
meet targets set by Board of 
Directors/government 
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 Issue Suggestion 
Multiplication 
and 
procurement 

Of 7300 acres in 
Khanewal, due to dispute 
PSC controls only 473 
acres. The only other 
cultivable area is 458 
acres and 513 acres at 
Sahiwal and Piplan 
respectively, which is on 
lease from Government of 
Punjab.  
As such PSC is 
dependent on private 
growers for multiplication 
of certified seed.  
 
Due to lack of cultivable 
area even pre-basic seed 
is provided to registered 
growers for production of 
basic seed carrying  the 
risk of leakage of variety 
before it is commercially 
traded by the PSC 

Review requirements of land 
needed for growth of at least 
basic seed. Arrange lease of 
required land through private 
sector or government 

The processing plants are 
approximately over 25 
years old. 
  
 

Prepare an up gradation plan 
for the processing plants in 
light of the capacity 
utilisation envisaged in the 
future and review its 
feasibility based on future 
cash flows 

At Rahim Yar Khan the 
cereal processing plant is 
working at lower than its 
existing capacity  

Review shifting of lines with 
excess capacity to other 
areas 

Processing 

Lack of qualified technical 
staff 

Recruitment of appropriate 
technical staff 

Existing capacity of 
storage for cereal not 
enough resulting in 
damaged and un-saleable 
left over stock 

Storage 

Environmentally controlled 
storage not available for 
left over stock 

Outsourcing of storage 
capacity and improvement in 
efficiency of distribution so 
that requirement of storage 
is at a minimum 
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 Issue Suggestion 
Sales target for centres 
determined on basis of 
previous season sales. 
 
No dealer wise sales 
record is maintained. 
Average sale per dealer 
reduced from 2003/4 to 
2004/5. 

Sales budgeting be carried 
out systematically for each 
region based on the area 
under cultivation, feedback 
from the dealers and the 
areas.  
 
The performance against 
budget of each area be 
monitored and any shortfalls 
investigated 
 
 
 
 
 
 

The marketing function 
lacks human resource 
with relevant marketing 
experience 

Strengthening sales and 
marketing department by 
recruiting  staff with relevant 
experience 

Almost 40% of the dealer 
network not operational 
having adverse effect on 
distribution 

Consider outsourcing 
marketing and distribution in 
selected regions as pilot 
projects 
 

Assistance provided at a 
very limited scale to 
farmers dealing with PSC  
 

Customer service and 
support to be improved and 
strengthening of quality 
control 
 
Monitor through database of 
customer complaints and 
their resolution  
 

Sales and 
marketing 

Sales to farmers with 
more than 12.5 acres are 
bulk of the sales. There 
appears to be lack of 
strategic marketing 
policies targeting growers 
with small land holdings 

Enhance replacement rates 
of certified seed  by focusing 
on farmer with small land 
holding  
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 Issue Suggestion 
Recruitment barred 
since 1996 
84% of 669 employees 
support staff 
40% of managerial staff 
does not meet 
prescribed criteria 
Salaries represent 70% 
of expenses. Any 
increase in salaries has 
a direct bearing on 
seed price 

Human 
Resource 

Human resource 
organization without a 
human resource 
department 

Evaluate requirement of staff 
on basis of qualifications and 
work load 
 
Match existing staff with 
requirements 
 
Identify staff recruitment 
requirements and that which 
is surplus to requirements 

Monthly accounts are 
not prepared 
Human resource not 
adequately trained and 
qualified 

Accounting, 
reporting and 
information 
system 

IT support  needs to be 
strengthened 

The accounting and 
reporting system to be 
revamped with induction of 
required man power  

 
The aforementioned changes can be effectively made within the existing 
structure of a statutory body to improve the working of PSC.  However 
considering that PSC is competing in the commercial world, its legal and 
organizational structure should also be comparable. A viable option 
would be to change the legal structure of PSC from a statutory body to a 
company limited by shares under the Companies Ordinance. There 
would be no change in ownership as the government can hold the entire 
share capital and as such would have the power to nominate the entire 
board of directors. Being a company limited by shares would also give 
the government flexibility and options for the future as it could be able to 
sell the shares in case of privatization or issue further shares in the 
private sector if it plans private-public partnership. 
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1. INTRODUCTION 
 
1.1 Background of the assignment 
 
This report is a part of the study of the Punjab Resource Management 
Programme (PRMP) under the Resource Management Component of the 
Technical Assistance Loan 2031-Pak Islamic Republic of Pakistan from the 
Asian Development Bank under PRMP.  
 
A. F. Ferguson & Co. has been engaged to carry out studies under 
“Contract Package 7 PSO Reform (including preparation for Privatization, 
Liquidation & Corporate Restructuring) of the aforesaid loan. The aforesaid 
package can be segregated into two broad categories: 

 
A.  Public Sector Organization (PSO) reform 

 
This study intends to assess the financial and operational viability of the 
entities and to recommend strategies for their future direction which may 
include course of action for privatization, liquidation, corporate restructuring 
or institutional development. 
 
B.  Specific studies focused on the following areas 
 

(i) Improvements in Agricultural marketing 
(ii) Redefining and strengthening the role of Industries, Commerce and 

Investment Department (IC&ID) 
(iii) Implementation of labour laws 
(iv) Implementation mechanisms of environmental protection regulation. 

 
The studies for PSO reform mentioned above are intended to be 
conducted for PSOs listed below: 
 

(i) Punjab Seed Corporation 
(ii) Punjab Provincial Cooperatives Bank Limited 
(iii) Punjab Small Industries Corporation 
(iv) Punjab Tourism Development Corporation 
(v) Government Printing Press 

 
 This report covers the specific study related to Punjab Seed Corporation 
(PSC). 
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Our approach to the project is structured as follows: 
 

• Stage I : Initiate Project and Formulate Strategy (Inception Report) 
• Stage II : Conduct Detail Analysis (Mid Term Report) 
• Stage III : Develop Recommendations (Draft Final Report) 
• Stage IV : Final recommendation based on comments on draft final 

    report (Final Report) 
 
A formal deliverable in the form of a written report becomes due at the 
conclusion of each stage. The objective of the reporting is to provide a 
basis for the Government of Punjab and ADB to review problems and 
issues identified in the course of the project. This report is a component of 
Stage IV of the project and carries final recommendations based on the 
feedback obtained from the stakeholders on the draft final report. 
 
The Final Report is laid out in the following sections; 
 

Executive summary of the report  
 
Section 1  gives an introduction and background of the assignment 
 
Section 2  highlights the key findings identified in the mid term report 
 
Section 3  provides a summary of suggested recommendations 
 
Appendices Our response to comments of stakeholders on the draft 

final report  
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2. SUMMARY OF KEY FINDINGS 
 

Despite the development of public sector organizations in all the four provinces in 
Pakistan, Punjab Seed Corporation is the only organization producing 
operational results and competing in the market with the private sector on 
commercial terms. In the present day seed market, the role of Punjab Seed 
Corporation encompasses production, procurement and distribution of seeds of 
major crops.  
 
A detailed assessment of the operational and financial activities based on the 
financial statements as at June 30, 2005 of Punjab Seed Corporation was carried 
out in the mid term report, which  highlighted the following issues: 
 
BUDGETING 
 

• A rolling medium to long term budget has not been developed which continually 
updates and objectively identifies future targets of PSC and the requirement of 
related, financial, human and technical resources for meeting those targets. A 
machine up gradation/replacement plan has not been prepared to utilise 
technological advancements. 

 
MULTIPLICATION 
 

• Of 7300 acres located at Khanewal, Sahiwal and Piplan for multiplication 
of certified seed,  Pattedars at Khanewal took control of over 5500 acres 
and claimed proprietary rights to that land. Of the total cultivable area at 
Khanewal PSC controls only 473 acres.  

 
• Share of crop of PSC by pattedars has also not been given resulting in an 

annual gross loss of approximately Rs.40 million each year.  
 

• Due to loss of control of significant farm area, PSC’s dependence on 
registered growers has increased for multiplication of certified seed.  

 
• In certain cases due to lack of cultivable area even pre-basic seed is 

provided to registered growers for production of basic seed carrying  the 
risk of leakage of variety before it is commercially traded by the PSC. 

 
PROCUREMENT 
 

• Procurement targets of wheat and cotton decreased from 2001/2 to 
2005/6, while actual procurement was also below these targets 
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PROCESSING 
 

• The processing plants used by Punjab Seed Corporation are 
approximately 25 years old and are working well below the set efficiency 
level. The cereal plants were originally designed to process 40 tons per 
hour of seed whereas the current set level of efficiency is 15 tons per 
hour. 

 
• The processing plant at Rahim Yar Khan is operating below capacity. 

Surplus lines need to be identified for realignment and shifting of 
processing facilities.  

 
• Lack of technically qualified staff for processing plants 

 
SALES, MARKETING AND DISTRIBUTION 
 

• Budgetary sale targets for the sale centers are defined on the basis of 
sales in the previous season which indicates that there is an absence of 
systematic budgeting model  

 
• Lack of strategic marketing policies targeting growers with small land 

holdings. 
 
• Assistance provided at a very limited scale to farmers dealing with PSC  
 
• Approximately 50% of the dealers are inoperative thus adversely affecting 

the entire distribution setup of Punjab Seed Corporation. 
 
• The current marketing policies lack measures required to induce dealers 

to sell PSCs product. 
 
• No dealer wise record is maintained to account for the total sales made by 

the dealer in the season. This restricts the evaluation of performance of 
the dealers in the financial year. . 

 
STORAGE FACILITIES 
 

• The storage facilities available with Punjab Seed Corporation are not 
enough to store the quantities of seed in the peak season resulting in left 
over and damaged stock 

 
HUMAN RESOURCE 
 

• PSC is principally a  human resource led  organisation with salary 
constituting  approximately 80 % of the total expense, however it lacks a 
human resource department  
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• Regular recruitment barred since 1996 
 
• Absence of job description for each level of management hinders the 

evaluation of performance of an employee against a pre defined criterion. 
 
• A significant percentage of senior officials of PSC are reaching the 

retirement age with no succession plan to replace them. 
 
• Lack of a comprehensive training plan for employees 
 
• 40% of managerial staff does not meet prescribed qualification criteria 
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3 RECOMMENDATIONS  
 

3.1 Background 
  
PSC was established under the Punjab Seed Corporation Act 1976 as an 
autonomous body corporate to provide the agriculture sector in Punjab with 
quality seed. To fulfill this role PSC has over the years carried out the following 
activities; 

 
• Production of pre basic and basic seed 

• Multiplication of certified seed  

• Processing of seed 

• Distribution and sale of seed 

 
The pre basic seed and new varieties are obtained by PSC from various 
government organizations involved in the research and development of seed. 
The research and development costs of seed is borne by the research 
organizations and ultimately by the government. PSC is thus dependent on such 
organizations for development of new varieties and can only market and sell 
such qualities. In case the research organizations do not develop a new variety, 
PSC could only the old varieties. Consequently in the seed business cycle PSC’s 
role is principally that of a marketing and distribution company which has to 
ensure that certified seed is available in the market to the farmers in adequate 
quantities prior to the sowing period so that the replacement rate is increased 
leading to a better yields of crops in Punjab. In order to achieve this objective it 
also carries out further down stream activities of multiplication, processing and 
storage of seed. Keeping in view its role, its principal objective is obviously not 
profit maximization. However PSC is operating in the commercial world where it 
has to compete with the private sector in selling its product to the farmer and 
expanding its market share thus increasing the replacement rate of certified seed 
being its key objective. Initially PSC operated in a public sector monopoly 
environment, however with the introduction of the private sector in the seed 
industry, the changes needed to operate in a competitive environment were not 
made.  
 
Although the products sold by Punjab Seed Corporation comprise seed of cotton, 
wheat, paddy, vegetable and a minor proportion of cotton lint, wheat seed is the 
main revenue generating product offered by PSC. Based on the figures reported 
in the annual accounts, the composition of the total sales of Punjab Seed 
Corporation is as follows: 
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The informal sector accounts for a very significant proportion of the seed 
utilization, still the performance of formal sector has gained importance due to 
provision of quality seed in the seed market. The Federal Committee of 
Agriculture determines the replacement rate for each major crop for the financial 
year and then determines the share to be contributed by the public and private 
sector. In this regard to increase yield, agricultural experts highlighted the need 
of increase in the replacement rate of certified seed through proper education of 
farmers with small land holdings. Based on the statistics available, the share in 
the seed sector in Punjab as follows: 
    

(Source: Federal Seed Certification and Registration Department) 
 
As is apparent from the above analysis, PSC and the private sector have not 
been very successful in reducing the share of the informal sector. Moreover 
share of the private sector in wheat seed has been increasing while the role of 
PSC in cotton seed is becoming of a marginal player.  

 
In assessing the role PSC has to take in the future a review of its strengths and 
weaknesses was carried out in the mid term report. At present PSC is a major 
player in the formal wheat seed market as it has 40 to 45 % market share, while 
the remaining market is shared by nearly 600 seed companies of varying sizes. 
No private sector seed company can boast a market share similar to PSC in the 
wheat seed sector while based on our discussions most seed companies lack the 
infrastructure required for seed companies. Another aspect which needs to be 
taken into consideration is that PSC not being a profit oriented organization sets 
the sale price where it can recover its costs. In view of its market share PSC 
becomes the price setter as well since we understand that the market dynamics 
are such that for wheat seed other seed companies determine their price after 
PSC has set its price.  
 
Before the public sector withdraws from commercial activities and hands these 
over to the private sector, a strong regulatory framework is a pre requisite. Based 
on our discussions with various players in the seed sector, we understand that at 
present the regulatory capacity is limited and not able to effectively monitor the 
private sector as a number of seed companies are operating without the requisite 

Cotton 
seed 

Wheat 
seed 

Paddy Vegetable 
seed 

Cotton lint Farms 
sales 

9% 67% 3% 2% 15% 4% 

Crop Public Sector Private Sector Informal 
Sector 

    
Wheat 7% 11% 82% 
Cotton 5% 34% 61% 
Paddy 10% 27% 63% 
Maize 0.6% 13.4% 86% 
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infrastructure and are also trading in non certified seed qualities. Unless the 
regulatory environment has the capacity to be effective, an immediate withdrawal 
of the public sector from multiplication, procurement, processing and sale of 
certified seed especially wheat may be debatable since availability of certified 
seed, being a critical agriculture input, is crucial to increase in yield and food 
security.  
 
Options available for the immediate future include liquidation, privatization, 
corporatisation and restructuring. However before considering the way forward, 
each option needs to be considered in light of the role PSC is playing in this 
crucial sector of the economy and the alternatives available. As discussed in the 
paragraphs above, keeping in view the size of the market being served by PSC 
and a scattered private sector, the immediate dismantling of PSC may not be 
appropriate. A further strengthening and consolidation by the private sector may 
be required prior to such an action. Considering that the share of the formal 
sector in the wheat seed is less than 20 %, the private sector itself has a lot of 
market which it can target and bring into the formal sector. 
 
Another option is immediate privatization for which PSC would have to be initially 
converted into a company limited by shares and then the shares sold off. 
Complete privatization would have the same drawbacks as discussed above in 
case of liquidation as it may create a private sector monopoly or at least a 
significant market player in the seed industry in the private sector which could be 
in a position to affect the market dynamics relating to prices and supply of wheat 
seed. Changes in the regulatory framework may be required to cater for 
regulating such a significant market player. This aspect gains importance 
keeping in view the current trend of rising prices of food locally and 
internationally. 
 
Another approach is to consider involvement of the private sector in various 
activities to where such involvement can result in improvement in efficiency. A 
review of the present situation shows that certain activities of PCS are 
participated in by the private sector and public sector enterprises. This includes 
research and seed development through government research organizations, 
multiplication of basic and certified seed through private registered growers, 
hiring of storage capacity and sales and distribution through a network of dealers. 
In the immediate future this model of public private sector participation may be 
explored further to include private sector in other activities where improvement in 
efficiencies can be foreseen. 
 
In the short term if PSC has to survive and operate efficiently and effectively, it 
has to accept that it is not a government department but is a commercial 
organization which is competing with the private sector in the market in selling a 
product which is of national importance. The consequences of its failing to 
increase its sale results in the replacement rates not increasing and PSC 
becoming a marginal player that may  have negative effects on the national food 
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security. As such in order to adopt the mind set of a commercial organization 
instead of an extension of the government, certain fundamental changes have to 
be made in how PSC is run. This includes changes in the organizational and 
legal structure, critical review of the human resource requirements and policies, 
strengthening of sales and marketing function, introduction of quality assurance 
and customer care, up gradation of processing equipment, improvement of 
financial information systems and availability of physical resources for 
multiplication.  
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3.2 WAY FORWARD 
 
The way forward in the immediate short run is to prepare a business plan for the 
next five to ten years to achieve the targets and objectives assigned to it by the 
government. In this regard keeping in view the present food situation focus of 
activities should be to increase the replacement rate of wheat seed with certified 
seed thus increasing yield. Based on the business plan identify the required 
physical, human and financial resources needed and obtain such resources from 
within the company or from outside as considered appropriate. For this purpose a 
financing plan would need to be developed to determine the mix of borrowing 
and equity required.  
 
Based on the issues identified in the detailed analysis carried out in the mid term 
report, given in the paragraphs below are the issues along with the suggestions 
which are considered necessary for remediation.   
 
3.2.1  Organisational Structure  

 
PSC is a statutory body formed under the Punjab Seed Corporation Act 1976. 
The Corporation does not have a share capital. The directors are appointed by 
the Government of Punjab and comprise the following 
  

 
As is apparent from the composition of the board of directors, it is mainly 
composed of government officials, while private sector representation is limited 
and also through government nomination. The Managing Director is also 
appointed by the government and has in the past been appointed from outside 
PSC. During the course of the study, there have been frequent changes of 
directors as the secretaries to the various government departments have been 

Minister for Agriculture, Government of 
the Punjab 

Chairman 

Additional Chief Secretary, Government 
of the Punjab 

Member 

Secretary to the Government of the 
Punjab, Agriculture Department 

Member 

Secretary to the Government of the 
Punjab, Finance Department 

Member 

One representative from the farming 
community to be nominated by 
Government 

Member 

One representative from the seed trade 
to be nominated by Government 

Member 

Managing director, Punjab Seed 
Corporation 

Member / secretary of Board 
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transferred to other departments. Similarly the position of managing director has 
also changed thrice.  
 
The board of directors is assisted in the performance of certain functions by the 
following sub committees, which as is apparent includes representatives of 
various government departments. 
 

 
 

Sub-committee Constitution Functions 
Selection 
Committee 

• Deputy Secretary 
Agriculture (Government of 
Punjab) 

• Deputy Secretary 
regulations S&GD 
(Government of Punjab) 

• Officials from Punjab Seed 
Corporation of the 
concerned department  

The selection committee 
is responsible for 
interviewing and 
selection of the suitable 
candidates for Punjab 
Seed Corporation. 

Purchase and 
Sale Committee 

• Managing Director - PSC 
• Director Processing - PSC 
• Director Finance - PSC 
• Director Administration - 

PSC 
 

The purchase and sale 
committee assists the 
Board in deciding the 
sale price of left over 
stocks and purchase 
price of fixed assets. 

Budget 
Committee 

• Director Finance – PSC 
• Representative from 

Finance Department, 
Government of Punjab 

• Representative from 
Administration Department, 
Government of Punjab 

The budget committee is 
responsible for 
formulation of annual 
budget and pursuing the 
budget proposals in 
detail before the budget 
is finally discussed in the 
meeting of Board of 
Directors. 

Marketing 
Selection 
Committee 

• Managing Director 
• Directors-PSC 
• Representative of Director 

General Public Relations 

The marketing selection 
committee is responsible 
for selection of 
advertising agency to 
conduct marketing 
campaigns for Punjab 
Seed Corporation. 

A.F.Ferguson & Co.  Page 21 of 46 



Draft Final Report Study No. 1 Punjab Seed Corporation
 

Recommendation 
 

Board of Directors 
   

In order to maximize shareholder value which in the case of PSC is measurable 
in non monetary terms, PSC should be governed by an effective Board of 
Directors. An effective board is one that facilitates the efficient discharge of 
duties imposed by law on the directors and adds value in the context of 
achievement of the company’s business objectives on a sustainable basis. In a 
company the board of directors is the body responsible to the shareholders for 
performance of the company. This is the body which provides the company with 
a vision and a direction for the future to the management of the company.  The 
management assesses the financial requirements, physical assets and human 
resources needed for meeting the board’s vision and translates into a budget for 
the medium to long term. It is then the board’s responsibility to evaluate the 
budget and if considered appropriate approve the budget and provide the 
management with the required resources.  

 
The input of the board of directors is critical to the success of a company in 
meeting its objectives as it periodically monitors the performance of the 
management in reaching its targets and providing direction. Under the best 
practices of corporate governance requirements for companies, the board has 
number of responsibilities which are then looked after by various committees of 
the board. The board has to meet at least every quarter to review the 
performance of the company. In line with best practices, the composition of 
PSC’s board should be such that it ensures continuity of the majority of the 
directors for at least three years. The composition of the directors should reflect a 
combined ability to provide vision and leadership to the company in achieving its 
objectives in the market place. Induction of a substantial number of directors from 
the private sector can be a first step to public private partnership which at present 
mainly comprises officials from the Government. 
 
Powers, Functions and Responsibilities of BOD: 

 
The board of Directors is responsible for the stewardship of the company. The 
powers, functions and responsibilities of the board should be as follows 

: 
• Approving and mentoring the company’s ethical values and their effective 

compliance; 
• Formulate, review and monitor significant operational, financial and risk 

management policies; 
• Establishing performance criteria and based on that regularly evaluating 

senior management and ensuring an effective senior management 
succession strategy; 

• Formalize and disclose the functions reserved to the board and those 
delegated to the management; 
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• Maintaining a sound system of internal control to safeguard the 
corporation’s assets; 

• Overseeing external communications, including financial and corporate 
reporting; 

• Assessing the board effectiveness on an annual report; 
• Ensure that the corporation compiles with all relevant laws and regulations. 

 
 

Matters to be placed before BOD:     
 

The board should have a formal schedule of matters specifically reserved to it for 
decision that should include, among other matters, approval of: 

 
• Annual business plans, cash flow projections and long term plans 

encompassing period of 10 years in line with the anticipated requirements 
outlined by the Government. 

• Budgets including capital, manpower and overhead budgets, along with 
variance analysis; 

• Annual and other financial statements that are to be published; 
• Minutes of the meeting of committees of the board; 
• Details of joint ventures or collaboration agreements or agreements with 

distributors, agents etc; 
• Significant issues reported in internal audit reports, including specific 

material cases of theft and misconduct; 
• Default in payment of obligations (interest or principal) to any public deposit, 

secured creditor or financial institution; 
• Status and implications of any law suit or proceedings of material nature, 

filed by or against the listed company; 
• Non-compliance of any regulatory or statutory nature. 

 
The management shall present to the Board at least once a year a document 
containing description of business risks faced by the corporation, measures to 
manage such risks and any limitations to the risk taking capacity of the 
corporation. The Board shall formally approve this document. 

 
Committees of BOD: 

 
The Board shall form sub-committees to assist in meeting its governance 
responsibilities. Sub-committees, at a minimum, shall include: 

 
• Remuneration Committee; 

 
• Finance Committee; and 

 
• Audit Committee 
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Internal Audit Function      

 
The internal audit function set up by the Corporation shall ensure compliance 
with business practices and policies framed by the management. The head of 
internal audit should functionally report the audit committee and administratively 
to the Managing Director. This function needs to be strengthened in order to 
provide assurance to the board that  

 
• Financial reporting is reliable 
• Compliance with statutory regulations 
• Business processes of operations are functioning efficiently and 

effectively   
 
 
Legal structure 

 
Considering that PSC is competing in the commercial world, its legal and 
organizational structure should also be comparable. A viable option would be to 
change the legal structure of PSC from a statutory body to a company limited by 
shares under the Companies Ordinance. There would be no change in 
ownership as the government can hold the entire share capital and as such 
would have the power to nominate the entire board of directors. Being a 
company limited by shares would also give the government flexibility and options 
for the future as it could be able to sell the shares in case of privatization or issue 
further shares in the private sector if it plans private-public partnership.  
 
3.2.2 BUDGETING 
 
In order to achieve its long term goals, a rolling medium to long term budget 
should be developed which continually updates and objectively identifies future 
targets of PSC and the requirement of related, financial, human and technical 
resources for meeting those targets. A machine up gradation/replacement plan 
should be prepared to utilise technological advancements. 
 

3.2.3   MULTIPLICATION 
 
Originally the Government of Punjab provided PSC with approximately 7300 
acres located at Khanewal, Sahiwal and Piplan for multiplication of certified seed. 
In 2001 the Pattedars at Khanewal took control of over 5500 acres and claimed 
proprietary rights to that land. Of the total cultivable area at Khanewal PSC 
controls only 473 acres. Share of crop of PSC has also not been given resulting 
in an annual gross loss of approximately Rs.40 million each year. The cultivable 
area is 458 acres and 513 acres at Sahiwal and Piplan respectively, which is on 
lease from the Agriculture Department, Government of Punjab though the lease 
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payments have not been made by PSC. Due to loss of control of significant farm 
area, PSC’s dependence on registered growers has increased for multiplication 
of certified seed. In certain cases due to lack of cultivable area even pre-basic 
seed is provided to registered growers for production of basic seed carrying  the 
risk of leakage of variety before it is commercially traded by the PSC. 

Recommendation 
 
In case the disputed land at Khanewal is not reverted to PSC, the future 
requirements of land required for at least multiplying basic seed should be 
reviewed. This is critical to avoid leakage since legally pre basic seed can only 
be multiplied by PSC. Arrangements may be made for lease of the required area 
through either the government or the private sector.  Such action would ensure 
that enough land is available for generation of BNS and pre-basic seed and 
would mitigate the risk of leakage of pre-mature varieties. PSC should produce 
the progeny of pre-basic seed at its own farms and only provide basic seed to 
registered growers for multiplication and production of certified seed.  
 

3.2.4  PROCUREMENT 
 

The targets for distribution at the federal level are set by the Federal Committee 
on Agriculture. PSC, on the basis of these targets, sets its own procurement 
budgets. Over the past years the private sector has exceeded the procurement 
targets while PSC has been not meeting its targets. In this regard the private 
sector has increased procurement of wheat seed from 60,000 tonnes in 2003 to 
approximately 110,000 tonnes in 2005 while  PSC procurement has stayed at 
around 70,000 tonnes during this period. In the case of cotton PSC procured in 
the range of 5000 tonnes during 2003 to 2005 against a budget of 15,000 tonnes 
whereas the private sector procured almost 25,000 tonnes during this period.  
  
The table below exhibits that in the previous five years the procurement target of 
wheat and cotton has decreased with the wheat target falling from 80,000 metric 
tonnes in 2001/2 to 70,000 metric tonnes in 2005/6 and cotton reducing from 
12,000 metric tonnes in 2001/2 to 8,000 metric tonnes in 2005/6. Against these 
targets actual procurement for wheat has decreased from 72,313 metric tonnes 
in 2001/2 to 67,851 metric tonnes approximately while cotton procurement has 
fallen 7,094 metric tonnes to 3,914 metric tonnes approximately. The 
procurement quantities of wheat seed budgeted and actually purchased are as 
follows: 
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(Figures in Metric Tonnes) 

 

 
. 
 
The station-wise breakup of procurement of wheat seed is as follows; 

 
(Figures in 
Metric Tonnes) 

                                                    (Source: Punjab 
Seed Corporation) 

The table indicates that the procurement quantities have decreased in the areas 
where the processing plants of the Corporation are situated. The quantities have 

 2001-02 2002-03 2003-04 2004-05 2005-06 
Procurement 
budgeted 

80,000 80,000 72,000 80,000 70,000 

Procured 
actual 

72,313 68,680 67,992 67,851 60,000 

 
 

Station 2001-
2002 

2002-
2003 

2003-
2004 

2004-
2005 

2005-
2006 

Khanewal 29,497 30,198 25,647 24,525 22,308 
Sahiwal 26,669 22,517 22,473 21,715 18,519 
Rahim Yar Khan 8,088 6,822 7,084 8,044 7,345 
Piplan 1,252 932 2,809 4,224 3,686 
Jhung 1,831 2,374 3,165 2,871 1,510 
Sargodha 1,472 1,625 2,471 3,230 2,600 
Gujarawala 2,668 2,790 3,527 2,405 3,200 
Other 836 1,421 814 837 833 

Total 72,313 68,680 67,992 67,851 60,000 
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decreased from 29,497 metric tonnes in the financial year 2001-02 to 22,308 in 
the year 2005-06 in Khanewal and from 26,669 to 18,519 metric tonnes in 
Sahiwal respectively 
 
C OTTON 

The share of Punjab Seed Corporation in distribution of cotton seed has 
decreased significantly as reflected in the procurement quantities budgeted for 
the last five years; 
 
(Figures in Metric Tonnes) 

 
The budgeted procurement target has decreased from 15,000 metric tonnes in 
2002-03 to 8,000 metric tonnes in 2005-06 indicating a decrease of 
approximately 46% over the period of 4 years. The actual procurement of cotton 
seed displays a similar position; 

 
The graph displays that Punjab Seed Corporation has fallen short of the 
procurement target by an average of approximately 50% over the period of last 
five years. The share of Punjab Seed Corporation in cotton seed market has 
decreased from 7,094 metric tonnes in 2001-02 to 4,148 metric tonnes in 2005-
06 indicating a decrease of approximately 41%. Station-wise procurement is 
presented in the following table; 

 (Figures in Metric 
Tonnes) 

2001-02 2002-03 2003-04 2004-05 2005-06 
12,000 15,000 13,400 9,600 8,000 
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         (Source: Punjab Seed 
Corporation) 

Similar to wheat, cotton procurement has also registered a significant decrease 
in the areas where the cotton processing plants are situated. Cotton procurement 
has decreased significantly in Rahim Yar Khan from 3,151 metric tonnes to 1,289 
metric tonnes. 
 
Recommendation 
 

Station 2001-
2002 

2002-
2003 

2003-
2004 

2004-
2005 

2005-
2006 

Khanewal 3,819 3,058 3,616 2,811 2,733 
Rahim Yar  Khan 3,151 2,470 1,095 953 1,289 

Other 124 129 321 151 127 
Total 7,094 5,657 5,033 3,914 4,148 

• Over the past five years the actual annual procurement has been less 
than the budget. The higher budget levels require comparable resources 
though lower actual performance may result in non optimal use of such 
resources.  PSC’s process for setting procurement targets needs to be 
revised and linked to the sales budgets. It would be pointless to procure 
quantities which are not expected to be sold. The budget making process 
needs to be streamlined and should only be finalized after the required 
input on expected sales is obtained from the sales and marketing 
department. 

 
• The premium on purchase price offered by PSC is an incentive for 

registered growers to produce quality seed. However, based on 
discussions with personnel at the plant we understand that the procured 
seed in certain cases is of poor quality and has high percentage of inert 
matter and waste resulting in processing losses. To counter this problem, 
the procurement division of PSC should use grading techniques to 
minimize the percentage of waste and inert matter at the farm of the 
registered grower. The adoption of such practice would result in better 
yields and reduce the load on processing plants. 

 
• The agreement with the registered growers includes a clause which 

restricts the growers to sell all their produce from the basic seed to PSC. 
However, practically the registered growers are not rendering their entire 
produce to PSC. The procurement division of PSC was of the point of view 
that PSC is dependent upon the registered growers for multiplication of 
certified seed and enforcement of the agreement would adversely affect 
the operating activities however the registered grower should be only 
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allowed to sell the produce to any other party if it is declared surplus by 
procurement wing. In practice there appears to be a significant operational 
risk as registered growers are in a position to dictate terms and conditions. 
The procurement budget for each registered grower should be prepared 
according to requirements and should be strictly adhered to at the time of 
procurement. 

3.2.5  PROCESSING 
 
The four permanently erected plants are located in Khanewal. Sahiwal, Rahim 
Yar Khan and Piplan. The cereal processing plants are erected in all plant sites, 
whereas cotton plants are in Khanewal and Rahim Yar Khan. The three mobile 
cereal processing units are transferred to the sites where cleaning of quality seed 
is required. The plants located in Sahiwal, Khanewal and Rahim Yar Khan were 
purchased in 1978 and1979 whereas the plant located at Piplan was purchased 
subsequently in 1995.The processing plants  are approximately 25 years old. 
The cereal plants were originally designed to process 40 tons per hour of seed 
whereas the current set level of efficiency is 15 tons per hour. However the 
capacity utilized at the cereal plants is much lower than the net capacity. 
 
WHEAT PROCESSING 
 
KHANEWAL 
 

        (Source: Punjab Seed Corporation) 
 
In carrying out the analysis, the numbers of shifts worked at each plant were not 
available. In the absence of such data, actual production per hour has been 
worked out on the basis of two planned shifts for every day worked in the 
season. In case, certain plants worked less shifts than the quantity processed per 
hour would increase. 
 
RAHIM YAR KHAN 
 

(Source: Punjab Seed Corporation) 

No. of 
days 

worked 

No.of 
shifts 

Hours per 
shift 

Total hours 
worked 

Quantity 
processed 

(Metric 
Tonnes) 

Quantity 
processed 
per hour 

111 2 8 1,776 17,582 9.90 

No. of days 
worked No. of shifts Hours per 

shift 
 Total hours 

worked  

 Quantity 
processed 
(MetricTon

nes)  

Quantity 
processed 
per hour 

84 2 8 1,344 6,944 5.16 

A.F.Ferguson & Co.  Page 29 of 46 



Draft Final Report Study No. 1 Punjab Seed Corporation
 

SAHIWAL 
 

(Source: Punjab Seed Corporation) 
PIPLAN 
 

(Source: Punjab Seed Corporation) 
 
 
The processing capacity appears to be in excess of the requirements as on a two 
shift basis, Khanewal, Sahiwal and Piplan  plants were able to achieve only 66%, 
52% and 62% of the net capacity respectively. The capacity at Rahim Yar Khan 
needs to be reviewed since the actual processing requires less than two lines 
working on two shift basis.  
 
The detail of processing losses incurred at different plants for the financial year 
2005-06 is presented in the following table: 
 

(Source: Punjab Seed Corporation) 
 
The processing losses vary from plant to plant averaging approximately 11% for 
the financial year 2005-06.  
 
Recommendation 
 

No. of days 
worked No. of shifts Hours per 

shift 
Total hours 

worked 

Quantity 
processed 

(MetricTonn
es 

Quantity 
processed 
per hour 

138 2 8 2,208 17,323 7.85 

No. of days 
worked No. of shifts Hours per 

shift 
Total hours 

worked 

Total 
quantity 
(Metric 

Tonnes) 

Quantity 
processed 
per hour 

100 2 8 1,600 4,944 3.09 

SAHIWAL KHANEWAL RAHIM YAR 
KHAN 

PIPLAN SARGODHA GUJRAN
WALA 

9.77% 11.49% 12% 12.08% 10.77% 12.46% 

• In view of the plants being over 25 years old, a review of the modifications 
required, if any, needs to be carried out. In this regard we have been 
informed by the processing team that in their view modifications would 
increase the efficiency and a detailed part replacement plan for every 
processing plant has been prepared, however, its implementation has 
been slow. The requirements for upgrading the plant need to be reviewed 
in light of the capacity utilisation envisaged in the future and a budget 
prepared for the required modifications. The up gradation plan and its cost 
may be vetted by an outside technical consultant. However before 
embarking on the replacement plan, the net present value of the future 
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cash flows be compared to the outflows to determine the commercial 
feasibility of the expansion project.  

 
• At Rahim Yar Khan the cereal processing plant is working below its 

existing capacity. The utilisation of these lines on the basis of future 
capacity may be reviewed and in case the expected utilisation continues 
to be lower than the capacity available then feasibility of shifting the 
surplus lines elsewhere may be considered. 

3.2.6  SALES, MARKETING AND DISTRIBUTION 
 
Sale of wheat seed decreased from 64,815 metric tonnes in 2001-02 to 51,170 in 
2005-06 whereas sale of cotton seed decreased from 4,043 metric tonnes in 
2001-02 to 2,570 metric tonnes in 2005-06. The sales and distribution team was 
of the view that the campaign initiated by Government of Punjab against a 
particular variety and advertisement by Agriculture Research and Extension wing 
of the Agriculture Department to stop sowing a particular variety results in left 
over stocks of PSC. These departments are involved with PSC at various stages 
for determining the sale targets for the upcoming season and an advertisement 
issued in the public interest adversely affects the sales of the PSC. 
 
The analysis of the sales, marketing and distribution function has indicated lack 
of strategic sales and marketing policies. Budgetary sale targets for the sale 
centers are defined on the basis of sales in the previous season which indicates 
an absence of systematic budgeting model.  
 
Further based on the data available with PSC there seems to be a lack of 
strategic marketing policies targeting growers with small land holdings which 
constitute a major proportion of cultivable land in Punjab. The customer profile of 
PSC is as follows 
 

 
(Source Punjab Seed 
Corporation) 
 

Based on our discussions with a small number of farmer groups, there appeared 
to be lack of assistance provided by the farm advisory staff of PSC to the farmers 
as compared to the private sector. 
 
The distribution channels engaged by PSC comprise of plants, sales centers and 
dealers located at various districts in Punjab. Approximately, 30% of the total 
sales are through the plants and sales centers whereas the remaining 70% are 

Acreage Percentage 
1-12 acres 15 % 
12-25 acres 18 % 
Over 25 acres 67 % 
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through the dealer network. Of 1,743 dealers registered with the PSC, we have 
been informed that about 1,000 are operational resulting in 43% of the dealer 
distribution network being inactive. Dealers engaged by PSC highlighted that the 
commission offered by PSC is very low as compared to that offered by the 
private sector resulting in lack of motivation to sell PSC products.  
 
No dealer wise record is maintained to account for the total sales made by the 
dealer in the season. This restricts the evaluation of performance of the dealers 
in the financial year and preparation of area wise budget for future years. 
 
The marketing function lacks human resource with the relevant experience in 
sales and marketing. Historically PSC hired employees with Masters in 
Agriculture, who after initial posting at the farms were transferred to other 
departments including sales and marketing. Gradually over time due to ban on 
recruitment in certain cases clerical level staff have become sales managers. 
The department also lacks training in various aspects of marketing and sales. 
 
Recommendation 
  
Sales Budgeting 
 

• As a first step the sales budgets of PSC should be based on a more 
systematic approach instead of last years sales. Before compilation of the 
budget the reasons for any variances between actual sales and the 
budget for the previous year be thoroughly analysed for each region and 
dealer. For this purpose database of dealer wise sales will have to be 
maintained. A dealer and region wise sales budget should be then 
developed on the basis of the feedback from the Area managers. Director 
Sales and Distribution should be vested with the responsibility of 
forecasting the varietal demand of wheat, cotton and paddy based on the 
survey conducted at the beginning of the season. The budgeted sales 
quantity should be approved by the Board and at the end of the season be 
compared with the actual quantities sold by PSC.  Areas with significant 
variances should be investigated for causes and the area manager be 
held accountable for below target performance. 

 
Improvement in marketing function 
 

• As highlighted in our mid term report, the marketing function of PSC 
requires specific focus to post a competition in the seed market. 
Furthermore considering the principal role of PSC is to increase the 
replacement rate with certified seed, the marketing function of PSC is the 
key area which requires specific focus. The marketing function should be 
improved through intensive training of existing staff and the induction of 
employees experienced in marketing and sales. The sales teams deputed 
at various sales centers should have relevant experience in marketing and 
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sales. Proper training and monitoring of the staff working at sale center 
should be the responsibility of the Assistant Manager. After sale 
correspondence and assistance to farmers as regards settlement of their 
complaints should be ensured by the Assistant Manager. 

 
• At the Head Office level, a comprehensive database should be maintained 

to assist the marketing division in focusing and profiling customers. Such 
database will assist in evaluation of the performance of the Assistant 
Manager on a year to year basis.  

 
• Considering that revamping the entire marketing and sales function may 

take some time, as an interim step a pilot project may be implemented to 
outsource the marketing and distribution function in a number of districts 
to an organisation with the relevant marketing and distribution experience 
in the agriculture sector. The project should be regulated by an agreement 
specifying the obligations of the third party to market and distribute the 
product provided by PSC in return for a commission. Needless to say the 
selection of a party with the right experience and infrastructure is critical to 
the success of the project. The availability of third party stores would 
enable PSC to shift surplus quantities of seed to those locations. The 
results of the pilot phase project should be carefully monitored with the 
help of a customized database for a minimum period of one year. 
Depending on the results of the outsourcing exercise, decision may be 
made to expand the project or eliminate it.  .  

 
• As for the other districts in which PSC is operating, the marketing function 

should be improved with the induction of employees experienced in 
marketing and sales. The Assistant Managers deputed at various sales 
centers should have the relevant experience in the field of marketing and 
be vested with the responsibility of effective marketing and sales in the 
district. A varietal sale budget shall be allocated to each Assistant 
Manager who shall be responsible for meeting his budget and in case he 
is not able to meet the budget he would have to provide reasons.  

 
Focusing farmers with small holdings 
 

• The replacement rates of certified seed should be enhanced by targeting 
the farmer with small land holding and facilitating them to purchase 
certified seed for better productivity. Focus of the sales team would have 
to be shifted to small farmers to create awareness about benefits of using 
certified seed. Greater interaction with farmer groups would be required 
along with demonstrations showing empirically of the better yields of 
certified seed. This activity will have to be planned and monitored by the 
marketing department at Head Office with collaboration of the area sales 
teams. A farmer awareness plan covering one to three years would need 
to be developed. Specific areas in Punjab where the sale of certified seed 
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is exceptionally low would need to be targeted as a priority. Data would 
have to be gathered to identify the number of small farmers in such areas 
and then awareness programs created specific to each area.  

  
Customer service and support 
 

• Assistance is provided at a very limited scale to farmers dealing with PSC. 
Concept of customer service and support needs to be developed to retain 
customer as well as distribution network loyalty. Quality assurance 
function needs to be strengthened with the responsibility of monitoring 
farmer and dealer complaints and following up on their disposal. A 
comprehensive data base of all complaints received and their resolution 
should be maintained at area offices and consolidated at the Head office. 
A monthly update of all complaints received and their follow up should be 
reported by the quality assurance function to the Managing Director. In 
case of crop failure through lack of germination or due to poor seed 
quality, investigation into the reasons be carried out by the agronomists 
and appropriate compensation schemes should be considered to retain 
customer loyalty.   

Training 

• In order to have an effective sales and marketing function, the sales teams 
need to be provided adequate training. Relevant training modules need to 
be developed for this purpose. This training activity can be developed 
within the company in the long run while in the immediate future services 
may be obtained outside the company for development of training 
modules and their implementation. 

3.2.7 STORAGE  
 
The cumulative storage capacity available with Punjab Seed Corporation for 
cereal and cotton is approximately 40,000 and 12,000 metric tonnes respectively. 
The capacity is not enough considering the quantities engaged in the operating 
cycle of PSC. Therefore, delay in the sale of wheat or cotton seed could 
adversely affect the PSC’s ability to store the left over and surplus quantities. 
Visits to the sales center indicated that the storage facilities are inadequate to 
protect the seed from damage caused by water leakages. PSC does not have 
the capacity to carry left over stocks in controlled environment which extends the 
seed life. 
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Recommendations 
 

• PSC needs to review its maximum requirements for storage capacity 
keeping in view its business cycle for each crop and its future sale targets. 
For this purpose the procurement and processing plan has to be linked to 
the sales and distribution plan. Delays in procurement and processing 
may result in delays in availability of seed in the market causing either left 
over seed due to missing the purchase season or seed being damaged 
due to lack of proper storage. The required storage capacity needs to be 
determined in case of delays in the business cycle and arrangements be 
made for acquiring proper environmentally controlled storage space. The 
feasibility of a public private sector partnership in this area may be 
reviewed, while in the short run any excess storage capacity of the various 
government departments may be identified. In case outsourcing of the 
sales and distribution functions, then proper storage facility would have to 
be available with the third party. The benefits of proper storage should 
have a direct impact on the replacement rate as the left over stock, which 
is auctioned off as poultry feed, would be sold as seed. 

3.2.8  HUMAN RESOURCE 
 
The human resource policies framed by the Government of Punjab are adopted 
by the PSC for management of human resource function. Regular recruitment in 
PSC has been barred by the Provincial Government since 1996. However, 
recruitment on contractual basis was made in the financial year 2005-06. 
 
Of the total staff strength of 669 employees, 562 employees are working as 
clerks, office assistants and watch guards constituting 84% of the total staff 
strength. Despite the high percentage of such employees, daily paid labor is 
regularly engaged by the PSC to perform loading, unloading and other activities. 
The high number of staff in this tier of the PSC needs to be reviewed. Moreover, 
the supervisory staff is limited in number, giving a ratio of approximately 11 per 
employee in the clerk and assistant tier.  
 
The analysis of age profile indicated that 26 employees out the total strength of 
96 employees in the supervisory and higher category are retiring in the next 5 
years. Moreover, five of the seven directors and six of seven managers are 
retiring in the short span of 5 years. The situation indicates the lack of adequate 
succession planning to fill in the position of directors as there are no managers to 
succeed them since the deputy managers would be promoted to the manager 
tier.  
 
The qualification analysis shows that approximately 40% of the managerial staff 
deputed at PSC does not meet the pre-requisite criterion defined by the “Punjab 
Seed Corporation Employees Recruitment and Promotion Regulations 1989.”  
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The efficiency measurement analysis of the personnel engaged in procurement, 
sales and farm advisory services indicate that the respective activity/resource 
has decreased over the period of five years despite the increase in the number of 
employees in these departments. 
 
Based on our discussions with the management, we understand that PSC does 
not have any proper training programs for development and improvement of its 
human resource. 
 
Recommendation 
 

• PSC is principally a human resource organization with salaries 
representing over 70% of the cost. As such the sale price of seed is 
extremely sensitive to any change in salary expenses. Moreover, the 
financial analysis depicted that the increase in human resource cost has 
principally contributed towards the decreasing profits. In order to counter 
the aforementioned issues, a Human Resource (HR) function should be 
set up. The human resource function shall be responsible for recruitment 
of permanent and contractual staff at the PSC level and shall ensure that 
adequate succession planning is in place. The HR function should prepare 
a job description for every designation and carry out a work load analysis 
in collaboration with the department to determine the number of 
employees required for each activity.  The requirement of staff so 
determined should be matched to the available staff to identify positions 
for which recruitment is required and those that are surplus to 
requirements. Such an exercise will ensure that appropriate level of 
human resource with cost efficiencies and effectiveness is engaged by 
PSC. Any decrease in payroll cost would have a direct impact on the sale 
price of seed. 

 
• Lack of succession planning is a key issue which needs to be resolved. 

Key managerial positions falling vacant in the next five years need to be 
identified and successors identified from within the organization or if not 
available then recruited from the market. In order to recruit experienced 
and qualified personnel the compensation packages would need to be 
reviewed.  

 
• A training department should be set up within the human resource function 

to ensure that adequate training is provided to every employee for 
discharge of his duties. Relevant training modules need to be developed 
within the organization or may be outsourced. Similarly training sessions 
of employees in relevant fields should be carried out. A record should be 
maintained of the training sessions that each employee has attended.  

 
• In order to retain and attract the appropriate human resource, the 

remuneration policy needs to be reviewed. Policy needs to be developed 
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where rewards are linked to the employee performance. Every job 
description should have specified goals and targets against which the 
performance of the employee can be appraised on an annual basis. The 
employees achieving their goals should be accredited and given 
increments. 

 

3.2.9  ACCOUNTING AND INFORMATION SYSTEM 
 
The analysis of information systems at Punjab Seed Corporation has indicated 
that various modules of the procurement and processing divisions have been 
designed by the information technology team though they are not practically used 
at different business units. 
 
A comprehensive accounting manual was designed by consultants in the early 
1980’s but has not been implemented. The finance team was of the view that 
personnel performing book keeping and reporting functions at different locations 
were not qualified and skilled enough to prepare the information and reports 
specified by the manual. 
 
Recommendation 
 

• The information / reporting systems operating at various locations of PSC 
should be interconnected. Such interconnectivity shall assist in the 
preparation of monthly accounts and provide adequate details regarding 
the quantities purchased and sold at various locations. Moreover, the 
accounting manual drafted by a team of consultants in 1980s should be 
adopted with the necessary modifications. The human resource function 
and Director Finance shall be vested with the responsibility to train the 
employees to comply with the requirements of the accounting manual. 

• There is a need to develop an accounting and reporting system which 
provides relevant, accurate and up to date information for decision 
making. Recruitment of relevant staff would be required to operate and 
support the system. This should be catered for in the human resource 
terms of reference discussed above. 

 

3.2.10 Regulatory Framework 
 
The  operational activity of the seed industry is regulated at the Federal level by 
the “Federal Seed Certification and Registration Department”, while the Seed Act 
1976 provides the legislation for the various aspects of the seed industry. The 
department is working as an attached department of Ministry of Food, Agriculture 
and Livestock.  
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A review of the relevant regulations is carried out in the Detailed Analysis /  
Mid Term Report. The shortcomings in the regulatory framework were also given 
in the said report. A summary of the key findings is given in the ensuing 
paragraphs. 
 
 

• At present the provisions of Seed Act principally focus on the involvement 
of the public sector .In the Seed Act basic seed has been defined as; 

 
“Basic seed means seed produced by an organization set by a 
Provincial Government.”  

 
In case seed development is foreseen in the private sector, the definition 
of basic seed would have to be amended to include organizations other 
than those set up by the provincial government. 
 

• Furthermore the Seed Act is silent regarding the provision of basic seed to 
private sector with requisite infrastructure for multiplication and production 
of certified seed. Amendments would have to be made to the legislation to 
allow the approved private sector organizations to produce certified seed.  

 
• The private sector is engaged in the production of high profit low volume 

crops leaving the public sector to produce low profit crops. The Seed Act 
1976 is silent regarding the role to be played by the private sector for 
effective development of the seed industry in Pakistan. 

 
• The penalties referred in the Seed Act 1976 for contravention of the 

provisions are very small in monetary terms and revision is necessary for 
effectiveness. 

 
• The role of Federal Seed Certification and Registration Authority needs to 

be reviewed regarding the registration of seed companies and ensuring 
provision of quality seed 

 
 
Harmonization to world best practice is the bottom line to promote a modern and 
competitive seed industry while not ignoring the requirements of the local 
environment. Many regulatory features are crucial for the development of a 
market-oriented seed industry, including, for example, strengthening of the seed 
company registration process and subsequent monitoring.  
 
A variety of rules and regulations was found across the countries. These 
reflected differences in governance, history, economics, Research and 
Development (R&D), culture and legal traditions. A comparison of international 
practices in certain countries is given overleaf.  
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Countries
Best Practice

1 National Board

2 Labelling and Marketing

3 Inspection process

4 Legal provisions to ensure the participation of private sector

5 Adaptability testing for imported seeds

6 Seed Quality Assurance

7 Export of seed

8 Import of seed

9 Compensation to seed producers (certified or volunter)

10 Voluntary seed certification V certified seed growers with liecence

11 National list of varities eligible for certification

12 Seed Certification Database

13 International recognistion of the seed laboratory

14 Prohibtion on seed saving - Patent law

15 Arbitration Process

16 Breeder's right

Malaysia USA

Note: The Comparison of International Practices is based on the publicly available information provided by the respective departments. 

T h e  C o m p a r i s o n  o f  I n t e r n a t i o n a l  P r a c t i c e s

Sr. 
No.

Afghanistan IndiaAustralia TurkeyChina

Draft Final Report 
 



Draft Final Report Study No. 1 Punjab Seed Corporation
 

Recommendations 
 
Over the last decade, due to research and technological developments in seed 
sector, this sector has been moving from socialist pattern of organization towards 
market patterns. Revising seed regulations has been and continues to be part of 
the process of ongoing changes.  
 
Based on the various practices prevalent internationally, certain suggestions to 
strengthen the legislative frame work are given below: 
 
Expanding participation of private sector in the seed industry 
 
In order to create a dynamic seed industry private sector participation should be 
encouraged in all the activities of the seed industry including research, breeding, 
multiplication of hybrid as well as other genetically modified hi tech seeds. In this 
regard appropriate changes should be made in the legislation to cater for such 
private sector participation. However in view of the critical dependence that the 
national food security has on the domestic seed industry, any legislative changes 
which expand to include the private sector in seed variety development, 
production of basic and certified seeds should be considered carefully before 
being implemented. 
 
In this regard before deregulating an important economic sector, the existence of 
a regulatory framework is imperative. In cases where a regulatory framework 
exists, the capacity of such a framework to regulate needs to be evaluated. 
 
In this regard prior to any changes being made, an evaluation of the capacity of 
the Federal Seed Certification and Registration Department (FSCRD) needs to 
be carried out to determine if it has the resources to an effective regulator of 
numerous private sector organizations who will be involved in seed development 
and production as compared to a single public sector organization in Punjab.  
 
Such capacity can be judged based on an evaluation of the success in regulating 
the existing 500 or more registered seed companies. Such a survey may be 
carried out based on the extent of compliance of the registered seed companies 
with the requirements as to physical infrastructure, equipment etc.  
 
It is recommended that the available human and technical resources of FSCRD 
such as testing laboratories should be mapped against the future requirements in 
a further deregulated environment. In case the capacity of FSCRD is assessed 
not to be sufficient for the current as well as future needs, then a capacity 
building exercise should be carried out to provide FSCRD with the requisite 
trained human resources in sufficient numbers and the technical and physical 
infrastructure to be able to perform an effective function 
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Considering that the Punjab has the most seed companies as compared to other 
provinces, the capacity of FSCRD for regulating the private sector in Punjab 
should be addressed specifically. Since FSCRD is a federal agency, coordination 
with the Federal government will be essential for it’s capacity building. Further 
the role of the provincial government in supporting FSCRD in its regulatory 
function may also be considered.  
 
Certain other areas which are included in legislation internationally have been 
discussed below 
 
Compensation to the seed growers 
 
Procedure for compensation to seed grower if the grower that bought seeds that 
were certified but subsequently downgraded or a certified seed grower who has 
not sold all the seed.  
 
Seed Certification Database 
 
Development and maintenance of  a seed certification database of the seed 
growers (both volunteer and certified), with the information including: 
 

i). the name and address of the certified seed grower; 
ii). the farm map; 
iii). the field number where the seed crop will be or is being grown; 
iv). the growing history of the field referred to in sub-paragraph (iv) for the last 
v). five years; 
vi). the variety and class of the seed being grown; 
vii). all field and laboratory inspection reports; 
 
The ready access of the databases, as mentioned above, should be given to the 
general public. 
 
Arbitration process 
 
Procedure for the settlement of disputes before the initiation of action in court 
between buyer and seller of seed.  
  
International accreditation for the seed testing labs 
 
In order to face future challenges of export and to provide a testing service of an 
internationally quality, international accreditation from recognized laboratories 
may be required for seed testing laboratories 
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Appendix 
 
A Resolution of Agriculture department’s comments 
 
B Resolution of comments of Program Management Unit of Punjab Resource 

Management Program  
 
C Mapping terms of reference with the report 
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A Resolution of Agriculture department’s comments 
 

 

Comment of Agriculture department Resolution 
Existing coverage of Punjab Seed 
Corporation is limited to wheat , cotton, 
pulses, maize. Oilseed and vegetable 
(potato) in meagre extend 

No resolution required 

Hybrid seed at local level is problem for 
which Punjab Seed Corporation has taken 
an initiative in maize seed hybrid 
production and canola seed, whereas there 
is  scope and challenges for PSC to enter 
into seed multiplication of hybrid seed 
production for vegetable and cotton also 

The immediate need is to focus on the 
fundamental issues facing PSC as 
highlighted in the Mid Term Report and 
Section 2 of the Draft final and Final 
reports. On resolution of such issues and 
strengthening of the core functions of the 
corporation, it would be ready  to face the 
future challenges and could effectively 
diversify its activities into new avenues 
which may include joint ventures for 
multiplication of hybrid seed, expansion of 
production of vegetable and other seed, 
involvement in BT cotton.  

In the draft final report it has been 
indicated at page 18 of the report without 
any detail analysis of the options on the 
basis of which  some sound 
recommendations formulated 

The detailed analysis was carried out in the 
Mid Term Report which analysed the 
strengths and weaknesses of PSC’s various 
core functions. Based on the analysis the 
preferred option has been presented in the 
Draft Final Report. In order to understand 
the basis of the recommendations the Draft 
Final Report should be read in conjunction 
with the Medium Term Report . 

Seed Act 1976 is being promulgated by the 
federal government,. Whereas PSC Act 
1976 is being promulgated by Punjab 
Government. The consultants are required 
to review the existing Provincial and 
Federal seed legislation including seed 
quality and quarantine laws, seed business 
in private sector, but the consultant has 
neither review the existing Law nor 
recommended any amendments 

The required legislation was reviewed in 
the Mid Term Report and issues 
highlighted. The recommendations for 
amendments are included in Section 3 of 
the attached Final Report. 
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B Resolution of comments of Program Management 
Unit of Punjab Resource Management Program 
 

 

Comments Resolutions 
The consultant should give a clear 
preferred option along with action plan for 
restructuring/corporatization 

The preferred option has been highlighted 
in the report    both in Section 3 : 
Recommendations and Executive Summary

The consultant shall further elaborate the 
existing provincial laws for regulating seed 
business in private sector and give 
recommendations for improvement 

Covered in Section 3 : Recommendations 
of the Final Report  

The consultant shall comment on the 
diversification plan of PSC in the Final 
Report 

The immediate need is to focus on the 
fundamental issues facing PSC as 
highlighted in the Medium Term Report 
and Section 2 of the Draft final and Final 
reports. On resolution of such issues and 
strengthening of the core functions of the 
corporation, it would be ready  to face the 
future challenges and could effectively 
diversify its activities into new avenues 
which may include joint ventures for 
multiplication of hybrid seed, expansion of 
production of vegetable and other seed, 
involvement in BT cotton. 
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C  Mapping of terms of reference with the report 
 

 

 Detailed 
Analysis 
Report 

Final Report 

1. Based on the existing data and record, evaluate the currant status 
of public and private seed industry in Punjab, with special focus on 
the role being played in the same by the requirements of quality 
seed production and distribution of grains, cash crops and 
vegetables. 

Section 
1.1 to 
1.7 

 

2. Evaluate the potential and existing use of the facilities available 
with PSC. Based on the analysis conducted above in serial # 1 as 
well as a fiscal analysis propose policy for future role and functions 
of PSC covering privatization, liquidation and/or restructuring and 
reorganization 

Section 
2 to 5 

Section 3 

3. Review the current asset base and financial operations of PSC 
and evaluate them for efficiency and return on investment 

Section 
2 to 5 

 

4. Conduct a detailed fiscal analysis of PSC to study option of 
privatization/ liquidation/ restructuring and reorganization of PSC 
to improve corporate governance in  the view of findings of 
assessment studies conducted during the assignment with an aim of 
achieving modernization in seed production, processing, storage 
and transportation ensuring cost effectiveness, efficiency and 
quality. 
 

Section 
4 

Section 3 

5. Review the existing seed legislation including seed quality/ 
quarantine law and recommend amendments particularly with 
reference to trade (especially import/ export) of disease free seed 

Section 
6 

Section 
3.2.10 

6. Study existing provincial laws for regulating seed business in 
private sector. Recommendations for improvements/strengthening 
of regulatory framework to be based on international best practice 

Section 
6 

Section 
3.2.10 
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