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3.0 OBJECTIVES

After going through this unit, you will be able to:

e discuss the various institutional sources of agricultural credits and their
contribution;

e explain various schemes implemented for agricultural insurance in India;
and
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e discuss the development of warehousing facilities in the country.

3.1 INTRODUCTION

Indian agriculture is characterised by marginal and small farmers who are
resource-poor. The farmers need to be supported in arranging finance and
marketing. Various institutions have been created to fulfil the credit
requirements of the agriculture sector. Knowledge and awareness of different
institutional agencies are important for the farmers to formulate appropriate
farm plans and make relevant decisions. Insurance is an instrument to protect
the farmer’s income from crop losses, induce them to adopt the latest
technology, and take up commercial agriculture. Recently Pradhan Mantri
Fasal Bima Yojana (PMFBY) was started which is quite a popular insurance
scheme among the farming community. This scheme covered the risk even
before the sowing season commenced.

A proper storage system is required to avoid losses in large quantities of
agricultural produce during the offseason. Storage of farm produce adds to
the farmer’s income, stabilizes prices, and reduces losses of produce which
have the potential to meet food security. Recognizing the importance of
storage, the government of India initiated the creation of storage structures
and is also promoting private participation in setting up storage structures,
especially cold storage. The unit would appraise you about the credit,
insurance and storage facilities available in the country.

3.2 AGRICULTURAL CREDIT STRUCTURE

Indian agriculture is shifting towards commercial agriculture. Indian farmers
started using innovations and high-cost inputs to enhance agricultural
production and productivity. For this purpose, they require outside financial
help. To meet their cash requirement for performing farming operations, they
require financial help. The various sources of agriculture in India can be
grouped into institutional and non-institutional sources.

3.2.1 Sources of Agricultural Finance
Sources of agricultural finance can be divided into two categories:

1) Non-institutional sources
1) Moneylenders
i1) Relatives
iii) Traders
iv) Commission agents
v) Landlords
2) Institutional sources
1) Co-operatives
i1) Scheduled Commercial Banks
iii) Regional Rural Banks (RRBs)



The share of non-institutional sources of finance has reduced substantially.
This has mainly been possible because of the conscious and concerted efforts
of the government and policymakers leading to increased accessibility of
institutional sources of finance.

The flow of institutional credit to the agriculture sector is presented in Table
3.1

Table 3.1: Flow of Institutional Credit to Agriculture Sector.

Particulars/Agency 2012-13 2019-20
(Rs. Percentage (Rs. | Percentage
Crore) to Grand | Crore) | to Grand
total total

I. Production (Short
Term (ST)) Credit
Co-operative Banks 102592 | 16.89 148287 | 10.65
RRBs 55957 9.21 138069 |9.91
Commercial Banks 314951 |51.85 538795 | 38.69
Sub Total (A) 473500 | 77.96 825151 |59.25
II. Medium-Term (MT) /
Long-Term (LT) Credit
Co-operative Banks 8611 1.42 9080 0.65
RRBs 7724 1.27 27257 1.96
Commercial Banks 117540 | 19.35 531241 |38.14
Sub Total (B) 133875 [22.04 567579 |40.75
Total Credit (ST +
MT/LT)
Co-operative Banks 111203 18.31 157367 | 11.30
RRBs 63681 10.48 165326 |11.87
Commercial Banks 432491 | 71.21 1070036 | 76.83
Grand Total (A+B) 607375 | 100 1392729 | 100

Source: Agricultural Statistics at a Glance, 2021.

Table 3.1 presents the flow of credit to the agriculture sector by various
institutional sources. You can see that the amount of credit that has been
disbursed stands at Rs. 6.07 lakh crores in 2012-13 to Rs 13.92 lakh crores in
the year 2019-20. As a result of the initiatives taken and the measures to
strengthen existing policies, there has been a consistent increase in the
agriculture credit flow over the years, exceeding the target every year for the
past several years. In 2021-22 also, it was about 13 per cent more than the
target of [116.5 lakh crore. The target for the flow of credit to agriculture for
2022-23 has been fixed at [118.5 lakh crore (Economic Survey 2022-23).
Commercial banks are now playing a major role in providing credit to the
agriculture sector as their share in credit flow has reached 76.83 per cent in
the year 2019-20.
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3.2.2 Cooperative Credit Societies

The cooperative movement was initiated in 1904 through the establishment
of cooperative credit societies. The societies were organized to relieve the
indebtedness of rural people and promote thrift. The structure of cooperative
credit institutions in India and their number in March 2017 are shown in

Figure 3.1.

Cooperatives in India are organized in two systems i.e., (A) Three-tier and
(B) two-tier structures. Both cooperative credit societies and non-credit
cooperative societies have three-tier structures and two-tier structures in all
the states except Bihar, Jammu and Kashmir, Maharashtra and Uttar Pradesh,
where the structure is unitary.

Co-operative Credit Institutions
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I |
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Figure 3.1: Structure of cooperative credit institution in India

Source: Indian Cooperative Movement: A statistical profile, 15" Edition 2018. National
Cooperative Union of India.

A. Three tier structure

In this system, the lowest tier is the Primary Agricultural Credit Societies
(PACS) which are organized at the village level, the second tier is the
District Central Cooperative Banks (DCCBs) organized at the district
level and the third and uppermost tier is the State Cooperative Banks
(SCBs) organized at the State Level.

a) Primary Agricultural Cooperative Credit Societies (PACS)

Consequent to the enactment of the Cooperative Societies Act of
1904, PACS came into operation following the guidelines of the
Raiffeisen model. The area of operation of these societies is a village
and is meant for the provision of requisite short-term and medium-
term loans to the farmers. PACS undertake the following roles:

1) Borrow adequate and timely funds from DCCBs and help the
members in financial matters.



b)

2) Attract local savings in the form of share capital and deposits
from villagers, thereby inculcating the habit of thrift.

3) Supervise the end use of credit.

4) Distribute fertilizers, insecticides, and seeds to the needy
farmers.

5) Provide machinery on a hire basis to the farmers.

6) Associate with the programmes and plans meant for the socio-
economic development of the village.

7) Involvement in the marketing of farm produce on behalf of the
farmer-borrower;

8) Provide storage facilities and marketing finance.

9) Supply certain consumer goods like rice, wheat, sugar,
kerosene, cloth, etc., at fair prices.

District Central Cooperative Banks (DCCBs)

These banks form the link between State Cooperative Banks and
PACS. They are meant to meet the credit requirements of PACS.
They also undertake banking business such as accepting deposits
from the public, collecting bills, cheques, drafts, etc. and providing
credit to the needy person. The area of operation of the banks varies
from the taluk to the district, but in most States, their operations are
confined to the taluk level. Membership is open to individuals and
societies, working in its area of operation. Marketing societies,
consumer societies, farming societies, urban banks and PACS are
usually enrolled as members of the banks. The specific functions of
the banks are as follows:

1) Supervise and inspect the activities of PACS and help the credit
societies run smoothly.

2) Maintain close and continuous contact, guide the primary
societies, and provide leadership to them.

3) They undertake non-credit activities like the supply of seeds,
and fertilizers besides sugar, kerosene and other consumer
goods.

4) They provide requisite funds to the societies under their control.

5) They accept deposits from the member societies as well as from
the public.

State Cooperative Banks (SCBs)

These are the cooperative credit organizations present in the state
capitals. DCCBs and PACS are the members of these banks. These
institutions supervise the activities of the member banks and
mobilize the financial resources to deploy them among the member
banks. They serve as a link between the RBI and the PACS. The
specific functions of the State Co-operative Banks are:

1) They help the State Governments in formulating development
plans concerning cooperative institutions.
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2) They coordinate the policies of the co-operatives with the
Government.

3) They formulate and implement uniform credit policies regarding
cooperative development in the State.

4) They act as banker’s banks in DCCBs and supervise, control
and guide the activities of DCCBs.

5) They grant subsidies to DCCBs for the smooth functioning of
co-operatives.

6) Similar to any commercial bank, they also perform normal
banking operations.

Two-tier structure

Under the two-tier structure of cooperative credit, there are two tiers one
is state level and the other is at the district/taluka levels. The state-level
organization is called State Co-operative Agriculture and Rural
Development Banks (SCARDBs). The district /taluka level organization
is called Primary Co-operative Agriculture and Rural Development
Banks (PCARDBS).

a)

b)

Primary Cooperative Agriculture and Rural Development
Banks (PCARDBs)

The Land Mortgage Banks (LMBs) were established in the year
1920 in Punjab. Later during the period 1920-29, many Land
Mortgage Banks were established in Punjab, Madras, Mysore,
Assam and Bengal. In the year 1974, LMBs were renamed as LDBs
in A.P. Primary LDBs are generally organized to serve the farmers
at the taluk level. The specific functions are:

1) They provide long-term finance to needy farmers for the
development of land, increasing agricultural production and
productivity of the land.

2) They provide loans for minor irrigation, redemption of old
debts, and purchase of land.

3) Farmers are willing to purchase tractors, machinery and
equipment are financed.

4) The banks also provide finance for the construction of farm
structures.

5) They mobilize rural savings.

The LDBs are now being termed Primary Cooperative Agricultural
and Rural Development Banks (PCARDBs).

State Cooperative Agriculture and Rural Development Banks
(SCARDBsS)

As an apex bank of a two-tier cooperative credit structure, it
provides long-term finance to PCARDBs and also to its affiliated
branches working in the states. Branches of SCARDBs, PCARDBs
and individual entrepreneurs are the members of the SCARDBEs.



NABARD and Life Insurance Corporation (LIC) subscribe for its
debentures in large amounts. NABARD is also the refinancing
agency for SCARDBs. It acts as a link between NABARD and the
Government in long-term banking transactions. It supervises,
inspects and guides the PCARDBSs in their banking operations. It
floats debentures to raise necessary funds. It inculcates the spirit and
practices of thrift among the member banks by mobilizing savings
and stimulating capital formation. The SCARDBs generally purveys
loans to member banks for the redemption of old debts,
improvement, reclamation and development of land, purchase of
agricultural machinery and equipment, and development of minor
irrigation.

3.2.3 Regional Rural Banks

The Regional Rural Banks (RRBs) were set up in 1975 to supplement the
efforts of the commercial banks and the cooperatives in extending credit to
weaker sections of the rural community particularly small and marginal
farmers, landless labourers, artisans and other rural residents of the small
means. The intention in having these new banks was that there should be an
institutional device that combined the local feel and familiarity with the rural
problems that the co-operatives possessed and the degree of business
organization and modernized outlook that the commercial banks had,
intending to reach the rural poor more extensively. Consequent to the
recommendations of the Working Group, 5 RRBs were initially set up in
1975. As of 31 March 2021, there were 43 RRBs sponsored by 12
commercial banks operating in 26 States (in all states except Sikkim and
Goa) and three Union Territories (Jammu & Kashmir, Ladakh and
Puducherry). RRBs had a network of 21,856 branches (21,847 branches
during the previous year) covering 696 districts. 92% of the branches were in
the rural areas/semi-urban areas.

Source:https.//financialservices.gov.in/sites/default/files/English-
Consolidated%20Review%200f%20Performance%_200f%20Regional%20Rur
al%20Banks%202020-21.pdf

3.2.4 Micro-Finance

Micro-finance initiatives are now recognized as a cost-effective and
sustainable way of expanding the outreach of the banking system to the rural
poor. The guiding spirit behind microfinance initiatives is to

e offer a cost-effective approach to formal institutions for expanding
outreach to the poor.

e develop collateral substitutes.
e focus on the rural and the urban poor, especially women,;

e pilot test other micro-credit delivery mechanisms as alternative channels
to the formal banks; and

e cffectively pursue the objectives of macroeconomic growth.
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There are two major models under micro-finance, i.e., Self-help Group
(SHG)-Bank Linkage and Micro-Finance Institutions (MFI)-Bank Linkage
being operated in the country.

The SHG-Bank Linkage programme was launched in 1992 as a pilot project
for linking 500 SHGs and was supported by the Reserve Bank of India
through its policy support. The programme envisaged the organization of the
rural poor into SHGs, building their capacities to manage their finances and
then negotiating bank credit on commercial terms. The poor were encouraged
to voluntarily come together to save small amounts regularly and extend
microloans among themselves. Once the group attained the required maturity
for handling larger resources, bank credit could follow. The focus of micro-
finance initiatives is largely on those rural poor who have no access to the
formal banking system. The target group broadly comprises small and
marginal farmers, landless agricultural and non-agricultural labourers,
artisans and craftsmen and other rural poor engaged in small businesses such
as vending and hawking.

The main advantages of the programme are on-time repayment; door-step
savings and credit facilities for the poor; and exploitation of the untapped
business potential in rural India. The programme, which started as an
outreach programme has achieved more than mere provision of thrift and
credit facilities to the poor women. It has set in motion an irreversible process
of socio-economic empowerment of rural women. The programme continues
to be the world’s largest microfinance programme.

The programme now covers 14 crore families, and 119 lakh SHG groups
having cumulative savings of Rs. 47240.48 crore as of 31 March 2022. The
credit linkage is also impressive insofar that 34 lakh SHGs have been credit-
linked during FY 2021-22 (as against 29 lakh groups in 2020-21) and loans
worth Rs. 99,729.23 crores were disbursed. The credit outstanding as of 31
March 2022 is Rs.1,51,051.30 crore for 67.40 lakh SHGs (an average of
R2.24 lakh per SHG).

Source: Status  of Microfinance in India, 2021-22, NABARD,
https://www.nabard.org/auth/writereaddata/tender/somfi-202 1-22.pdf

3.2.5 Higher Financing Agencies

The national and international agencies deal with the refinancing arrangement
to strengthen the resource base of state and regional level financing agencies.
They also undertake the job of monitoring and needed improvement in
agricultural financing mechanisms. This section deals with the role and
importance of these agencies in agriculture finance.

a) World Bank

It is officially known as the International Bank for Reconstruction and
Development (IBRD). It is a specialized agency of the United Nations.
Its affiliate bodies are the International Monetary Fund (IMF, 1945),
International Finance Corporation (IFC, 1956) and International
Development Association (IDA, 1960). Its main focus is laid on loans,
advances and technical assistance to promote the balanced growth of



b)

international trade and economic development.

Member countries can avail of loan facilities and loans can be made to
private firms, if member Governments will guarantee repayment to the
bank. Projects like agriculture, mining, irrigation, communications,
transportation and general industrial development are being considered
by the World Bank for grant loans.

International Monetary Fund (IMF)

It was established on 27 December, 1945 as an independent international
organization with headquarters in Washington D.C. The capital resources
of the IMF come from Special Drawing Rights (SDRs) and currencies
that the members pay under quotas calculated for them when they join
the IMF. The fund is authorized to supplement its resources by
borrowing. The purpose of the IMF is as follows.

e To promote international monetary cooperation, the expansion of
international trade and exchange rate stability.

e To assist in the removal of exchange restrictions, and the
establishment of a multi-lateral system of payments.

e To alleviate any serious disequilibrium in members and internal
balance of payments by making the financial resources of the fund
available to them.

Activities: Each member of the IMF undertakes a broad obligation to
collaborate with the IMF and other members to endure the existence of
orderly exchange arrangements and promote a system of stable exchange
rates. In addition, members are subject to certain obligations relating to
domestic and external policies that can affect the balance of payments
and exchange rates. The IMF makes its resources available under proper
safeguards to its members to meet short-term or medium-term payment
difficulties.

International Development Association (IDA)

The International Development Association (IDA) is part of the World
Bank that helps the world’s poorest countries. Established in 1960, IDA
aims to reduce poverty by providing zero to low-interest loans (called
“credits”) and grants for programs that boost economic growth, reduce
inequalities, and improve people’s living conditions.

IDA supports a range of development activities that pave the way toward
equality, economic growth, job creation, higher incomes, and better
living conditions. IDA is one of the largest sources of assistance for the
world’s 75 poorest countries and is the single largest source of donor
funds for basic social services in these countries.

IDA lends money on concessional terms. This means that IDA credits
have a zero or very low interest charge and repayments are stretched
over 30 to 40 years. More than half of IDA countries receive all, or half,
of their IDA resources on grant terms, which carry no repayments at all.
These grants are targeted to low-income countries at higher risk of debt
distress.
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IDA has historically been funded largely by contributions from the
governments of its member countries. Donors meet every three years to
replenish IDA resources and review its policy framework. The most
recent replenishment of IDA’s resources, the twentieth (IDA20), was
finalized in December 2021, resulting in a historic $93 billion financing
package for IDA countries for fiscal years 2022-2025.

Source: https://ida.worldbank.org/en/about
Reserve Bank of India

The Reserve Bank of India was established in the year 1935. The Bank
was set up to regulate the issue of bank notes and keep up resources to
secure monetary stability in the country and operate the currency and
credit system to its advantage. Three departments were created to look
into the credit needs of the agricultural sector. The Agricultural Credit
Department (ACD) was set up to look into the activities of the rural
sector. The primary functions of ACD were to coordinate the functions
of RBI concerning agricultural credit and other banks and State
Cooperative Banks, to maintain expert staff to study all questions of
agricultural credit and to be available for consultation by the Central
Government, State Governments, Scheduled Commercial Banks and
State Co-operative Banks and to provide legislation to check private
money lending and checking malpractices.

National Bank of Agricultural and Rural Development (NABARD)

NABARD came into existence in July 1982 to meet all types of
production and investment credit for agriculture and rural development.
The national-level institutions such as the Agricultural Refinance and
Development Corporation (ARDC), Agricultural Credit Department
(ACD) and Rural Planning and Credit Cell (RPCC) of RBI were merged
into NABARD.

NABARD was established to perform the following functions.

1) to serve as an apex financing agency for the institutions providing
investment and production credit for promoting various
developmental activities in rural areas,

1) to take measures towards institution building for improving
absorptive capacity of the credit delivery system, including
monitoring, formulation of rehabilitation schemes, restructuring of
credit institutions and training of personnel,

1i1) to coordinate the rural financing activities of all institutions engaged
in developmental work at the field level and maintain liaison with
the Government of India, the State Governments, the Reserve Bank
and other national-level institutions concerned with policy
formulation, and

iv) to undertake monitoring and evaluation of projects refinanced by it.

NABARD’s refinance is available to SCARDBs, SCBs, RRBs, commercial
banks and other financial institutions approved by the Reserve Bank. While
the ultimate beneficiaries of investment credit can be individuals, partnership
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production credit is generally extended to individuals. Warehouses, and
Corporations
Check Your Progress Exercise 1

Note: a) Write your answer in the space given below.
b) Match your answers with those given at the end of the unit.

1. Give a brief account of the cooperative credit structure prevailing in the
country.

3.3 INSURANCE INFRASTRUCTURE

Agricultural production is faced with risk and uncertain conditions.
Production and price variability is the major type of risk affecting agriculture.
Risk is also due to natural hazards like floods, drought, hail, cyclones,
hurricanes, earthquakes, etc. Risks that are associated with the weather
aberrations such as the change in the rainfall distribution, quantum of rainfall,
floods, droughts, etc., result in heavy losses of crop and livestock products.
Minimizing the impact of natural disaster-related crop losses, particularly
from drought is, therefore, a major public policy objective for the
government. An effective crop insurance system is a critical policy strategy
to cushion income losses for farmers.

The agricultural insurance sector has been evolving, through consistent
monitoring and policy interventions. Herein, let us understand the various
agricultural insurance schemes, their advantages and lacunae.

3.3.1 Pilot Scheme on Crop Insurance

At the instance of the Government of India, General Insurance Company
(GIC) first introduced the crop insurance scheme in 1973 on an experimental
basis as a Pilot scheme in selected centres of Gujarat. Only H4 cotton was
considered for the implementation of the scheme. Later, the same was
extended to West Bengal, Tamil Nadu and Andhra Pradesh for the cotton
crop and the scheme was in operation till 1979 except the year 1977.
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Area-based crop insurance scheme was subsequently introduced in 1979 by
GIC on a pilot basis in selected areas. If the actual average yield of the crop
in the selected area were less than the guaranteed yield of the crop, the
indemnity would then become payable to all the farmer borrowers.

3.3.2 Comprehensive Crop Insurance Scheme

Seeing the success of the Pilot Crop Insurance Scheme, the Government of
India decided to launch a Comprehensive Crop Insurance Scheme (CCIS)
during the Seventh Five Year Plan period in the year 1985, replacing the
hitherto Pilot Crop Insurance Scheme.

The Comprehensive Crop Insurance Scheme (CCIS) was a built-in crop
insurance cover for crop loanees only. All crop loans by the commercial
banks, cooperatives and regional rural banks were covered by the scheme.
The amount of insurance premium was included in the scale of finance for
the crop loan, and the insurance charge was deducted at the time of loan
disbursement. The scheme was operative in defined areas. The major crops
covered under this scheme were: Paddy, wheat, maize, jowar, bajra, ragi,
greengram, blackgram, red gram, Bengal gram, peas, soybean, groundnut,
mustard, sunflower, safflowers, sesamum and castor.

The sum insured was 150 per cent of the amount of crop loan disbursed for
the eligible crops. The insurance premium was one per cent for rice, wheat
and millet, and two per cent for oilseeds and pulses. In the case of small and
marginal farmers, the insurance premium was subsidized to the extent of 50
per cent, the subsidy being shared equally by the Central and State
Governments.

The indemnification was on an area basis with the tehsil/taluka being kept as
the unit. If there was a shortfall in actual average yield per hectare of the
insured crop as a result of crop failure, (below 50 per cent of the normal)
each of the insured farmers growing that crop in the defined area was eligible
for indemnity.

3.3.3 National Agricultural Insurance Scheme

The National Agricultural Insurance Scheme (NAIS) was introduced in the
country from 1999-2000 Rabi season, replacing the Comprehensive Crop
Insurance Scheme (CCIS). The scheme was implemented by the General
Insurance Corporation (GIC) on behalf of the Ministry of Agriculture.

This scheme is available to all farmers regardless of their land holdings or
indebtedness. It is compulsory for loanee farmers and optional for non-loanee
farmers. It envisages coverage of all food crops (cereals, millets and pulses),
oilseeds and annual horticultural/commercial crops, in respect of which past
yield data is available for an adequate number of years. Among the annual
commercial/horticultural crops — eleven crops, namely sugarcane, potato,
cotton, ginger, onion, turmeric, chillies, jute, tapioca, annual banana and
pineapple were covered.

The scheme operated based on an area approach i.e. defined areas for each
notified crop for widespread calamities and on an individual basis for



localized calamities, such as hailstorms, landslides, cyclones and floods.
Individual-based assessment in areas of localized calamities would be
implemented in limited areas, on an experimental basis initially, and shall be
extended in the light of operational experience gained.

The premium rates were 3.5 per cent (of sum insured or actuarial rate
whichever was less) for bajra & oilseed, 2.5 per cent for other Kharif crops,
1.5 per cent for wheat and 2 per cent for other Rabi crops. In the case of
annual commercial/ horticultural crops, actuarial rates were charged. A 50
per cent subsidy in the premium was given to small and marginal farmers.
The subsidy was shared equally by states/UTs and the Central Government.

3.3.4 Farm Income Insurance Scheme (FIIS)

The scheme was conceived to provide income protection to the farmers by
integrating the mechanism of ensuring production as well as market risks.
The farmer’s income would be protected by ensuring minimum guaranteed
income. The scheme was implemented on a pilot basis during Rabi 2003-04
in 18 selected districts of 12 states for wheat and paddy.

The scheme was strictly ‘crop’ income insurance and not ‘farm’ income
insurance as it was designed to protect the income from a particular crop.
Under the FIIS, the indemnity calculation was modified to account for
income shortfall, not just yield shortfall. In this case, the farmer will be paid
the difference between the guaranteed income and the actual income per
hectare.

Indemnity = (Guaranteed income — actual income)

Where,
Guaranteed income = threshold yield * minimum support price (MSP)
Actual income = actual yield x current market price

(Market price = maximum of 120 per cent of MSP and a minimum of 80 per
cent of MSP)

3.3.5 Rainfall Insurance

ICICI Lombard initiated a pilot project on rainfall insurance in the
Mahboobnagar district of Andhra Pradesh and Raichur and Gulbarga in
Karnataka. The pilot scheme was launched in June 2003 and for the Kharif
season 2003-04 in Mahboobnagar district. The Krishna Bhima Samruddhi
(KBS) Bank, through which the programme was launched, sold policies to
154 groundnut farmers and 76 castor farmers. The policy is limited to crop
loans given by KBS to these farmers. The indemnity is payable if the
cumulative rainfall during the season falls below the historical average. This
is implemented through a rainfall index, which assigns different weights to
rainfall during different periods. The weights are based on the relative
importance of rainfall during the various periods and are designed to
maximize the correlation between the index and yield. It is assumed that the
progressive rainfall deficiency the severity of losses increases.
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3.3.6 Pradhan Mantri Fasal Bima Yojana (PMFBY)

PMFBY was launched in the 2016 Kharif season to provide comprehensive
insurance coverage to farmers in case of crop failure, helping stabilise their
incomes. The scheme is implemented through empanelled general insurance
companies. The scheme covers all food & oilseed crops and annual
commercial/horticultural crops for which past yield data is available and for
which the requisite number of Crop Cutting Experiments (CCEs) are being
conducted under the General Crop Estimation Survey (GCES).

PMFBY is currently the largest crop insurance scheme in the world in terms
of farmer enrolments, averaging 5.5 crore applications every year and the
third largest in terms of the premium received. The scheme promises minimal
financial burden on the farmer, with farmers paying only 1.5 per cent and 2
per cent of the total premium for the Rabi and Kharif seasons, respectively,
with the centre and state Governments bearing most of the premium cost.
The scheme is implemented on an ‘Area Approach’ basis. Admissible claims
are worked out and paid directly to the insured farmer’s account by the
insurance companies on the yield data based on the requisite number of CCEs
per unit area furnished to the concerned insurance. However, losses due to
localised risks of hailstorms, landslides, inundation, etc., are calculated on an
individual-insured farm basis.

Source: Agriculture and Food Management: From Food Security to
Nutritional Security, Economic Survey 2022-23.

Check Your Progress Exercise 2

Note: a) Write your answer in the space given below.
b) Match your answers with those given at the end of the unit.

1. Enlist the various crop insurance programmes initiated in the country.

2. What is farm income insurance and how it is different from crop
insurance?

3.4 INFRASTRUCTURE FOR WAREHOUSING
AND CORPORATIONS

Warehouses are scientific storage structures constructed for the protection of
the quantity and quality of stored products. It protects the produce stored



against rodents, insects and pests, and against the ill effect of moisture and
dampness. The important functions of warehouses are:

Scientific storage: The agricultural commodities are stored and the
products are protected against quantitative and qualitative losses by the
use of scientific methods of preservation.

Financing: Warehouses meet the financial needs of the person who
stores the product. Nationalized banks advance credit on the security of
the warehouse receipt issued for the stored products to the extent of 75 to
80 per cent of their value.

Price Stabilization: Warehouses help in the price stabilization of
agricultural commodities by preventing the post-harvest sale by the
farmers when the prices are low because of the glut in the market. They
also help in the stabilization of agricultural prices by staggering the
supplies.

Market Intelligence: Warehouses also provide information about
market prices to people who hold their produce in them, and advise them
when to market their produce.

The government is making consistent efforts to enhance storage facilities in
the country through various measures. At the end of March 2021, a storage
capacity of 817.96 lakh metric tonnes has been created (Table 3.2). The
details of agencies and schemes that have made this possible are discussed in
subsequent sub-sections.

Table 3.2: Storage Capacity in India

Year Storage capacity
(Lakh Metric Tonnes)
2015 709.22
2016 814.84
2017 772.93
2018 843.03
2019 855.68
2020 755.94
2021 817.96

Source: Agricultural Statistics at a Glance, 2021, Page no.270-271.

3.4.1 National Cooperative Development and Warehousing

Board

This was set up on 1% September 1956 to perform the following functions:

i)

to advance loans and grants to State Governments for financing
cooperative societies engaged in the marketing, processing or storage of
agricultural produce including contributions to the share capital of these
institutions;

Provide funds to warehousing corporations and the State Governments
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for financing cooperative societies for the purchase of agricultural
produce on behalf of the Central Government;

1i1) Subscribe to the share capital of the Central Warehousing Corporation
and advance loans to State Warehousing Corporations and the Central
Warehousing Corporations;

iv) Plan and promote programmes through cooperative societies for the
supply of inputs for the development of agriculture; and

v) To administer the National Warehousing Development Fund.

In March 1963, the Board was converted into the National Cooperative
Development Corporation (NCDC), and its functions were limited to
cooperative development.

3.4.2 Central Warehousing Corporation (CWC)

Central Warehousing Corporation (CWC), a Schedule ‘A’-Mini Ratna,
Category — 1 Central Public Sector Enterprise (CPSE) is a statutory body that
was established under ‘The Warehousing Corporations Act, 1962°. It aims to
provide reliable, cost-effective, value-added, integrated warehousing and
logistics solutions in a socially responsible and environment-friendly manner.

This Corporation was established as a statutory body in New Delhi on 2™
March 1957 and was re-established on March 18, 1963. The Central
Warehousing Corporation provides safe and reliable storage facilities for
agricultural and industrial commodities. The areas of operations of these
central warehouses include centres of all-India and inter-state importance.

The functions of the Central Warehousing Corporation are to:

1) acquire and build godowns and warehouses at suitable places in India.

i1) run warehouses for the storage of agricultural produce, seeds, fertilizers
and certified commodities for individuals, co-operatives and other
institutions.

1i1) act as an agent of the government for the purchase, sale, storage and
distribution of the above commodities.

iv) arrange facilities for the transport of the above commodities.

v) subscribe to the share capital of State Warehousing Corporations.

CWC is operating 424 warehouses as of 28.02.2022 with a total operational
storage capacity of 101.52 lakh MT including 39 Custom Bonded
Warehouses, 21 Container Freight Stations (CFSs)/ Inland Clearance Depots
(ICDs), 2 Air Cargo Complexes (ACCs) and 1 Temperature Controlled
Warehouses, 2 Integrated Check Posts (ICPs).

CWC also provides services in the area of clearing & forwarding, handling &
transportation, disinfestations, fumigation, etc. It also offers consultancy
services/ training to different agencies for the construction of warehousing
infrastructure.



3.4.3 State Warehousing Corporations (SWCs)

Separate warehousing corporations were set up in different States of the
Indian Union. The first warehouse was set up in Bihar in 1956. At the end of
March 1994, State Warehousing Corporations were operating 1364
warehouses with a total capacity of over 98 lakh tonnes. As of 28.02.2022,
the SWCs were operating 2213 warehouses with a total storage capacity
0f' 491.86 lakh MT (including 31.80 lakh MT management capacity).

The concerned State Governments and the Central Warehousing Corporation
contribute the total share capital of the State Warehousing Corporations
equally. The SWCs are under the dual control of the State Government and
the Central Warehousing Corporation. There are 19 State Warehousing
Corporations (SWCs) in India. Central Warehousing Corporation is 50%
shareholder in the equity capital of the SWCs. The total investment of CWC
in SWCs is Rs. 61.79 Crore. The number of commodities stored in the
warehouse has steadily increased. These include foodgrains, fibre crops,
fertilizers, cement, rubber, cotton yarn, textiles, pepper and leather.

3.4.4 Food Corporation of India (FCI)

Apart from CWC and SWCs, the Food Corporation India has created major
storage facilities. The Food Corporation of India was setup under the Food
Corporation Act of 1964, in order to fulfil the following objectives of the
Food Policy:

e Effective price support operations for safeguarding the interests of the
farmers.

e Distribution of food grains throughout the country for the public
distribution system.

e Maintaining a satisfactory level of operational and buffer stocks of food
grains to ensure national food security.

Since its inception, FCI has played a significant role in India's success in
transforming crisis management-oriented food security into a stable security
system. The Food Corporation of India is the single largest agency which has
a capacity of 337 lakh tones (Table 3.3).

Table 3.3: Storage Capacity for Central Pool Stocks (LMT)

Storage . .
As on Capacity with Storage Capacnt.y with Total
State Agencies
FCI
01-04-2012 336.04 341.35 677.39
01-04-2015 356.63 352.59 709.22
01-04-2019 388.65 467.03 855.68
01.04.2022 426.69 361.73 788.42
01.04.2023 337.43 376.16 711.59

Source: hitps://fci.gov.in/storages.php?view=35
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Besides having its own storage capacity, FCI has hired storage capacities
from Central Warehousing Corporation, State Warehousing Corporations,
State Agencies and Private Parties for the short term as well as for a
guaranteed period under Private Entrepreneurs Guarantee (PEG) Scheme.
New Godowns are being constructed by FCI mainly through Private
Participation under Private Entrepreneurs Guarantee (PEG) Scheme. FCI is
also augmenting and modernizing its storage capacity in the form of silos
through Public Private Partnerships. The FCI has owned 43.80 % of the total
storage capacity it has created and hired the remaining 56.20 per cent from
others as detailed given in Table 3.4.

Table 3.4: Agency-wise Storage Capacity (covered) with FCI (Owned +
Hired) and Utilization Summary during March 2023.

Particulars Storage (LMT) | Percentage
FCI owned

Owned 146.69 43.47
Silo 1.10 0.33
Total owned 147.79 43.80
Hired

State govt. 4.06 1.20
Central  Warehousing  Corporation 28.22

(CWO) 8.36
State Warehousing Corporation (SWC) 84.37 25.00
Private Entrepreneurs Guarantee (PEG) 54.19

Scheme 16.06
Private Warehousing Scheme (PWS) - 6.60

2010 1.96
Hired Silo 11.00 3.26
Private Parties 1.20 0.36
Total hired 189.64 56.20
Total covered 337.43 100.00
Stock held 214.65

Utilization (%) 64.00

Source:https://fci.gov.in/app/webroot/upload/Storage/Agency-
wise%20Storage%20Capacity%20statment%20i.r.0%2001.04.2023.pdf

3.4.5 Central Railside Warehouse Company Limited
(CRWCO)

The Central Railside Warehouse Company Limited (CRWC) a Mini-Ratna,
Category-II, Public Sector Enterprise was incorporated on 10.07.2007 under
the Companies Act, 1956. CRWC has 20 Railside Warehouse Complexes
(RWCs) with a total storage capacity of 3,54,967 MT and is providing
efficient rail-based total logistics solutions, leveraging economy of scale to
the advantage of all stakeholders.



CRWC aims to develop dedicated rail handling facilities (adjoining rail
sidings) giving a boost to rail freight and facilitating the logistics requirement
of its customers. Its objective is to promote the business of multimodal
transport operations and aggregation/disaggregation of cargo for both
domestic and Impex movement. CRWC has been providing integrated
warehouse management and related logistic services, thereby, increasing
overall efficiency, cost optimization, prevention of damages/pilferage,
reduction in detention time of rakes and improved quality of service all under
one roof.

Source: https://dfpd.gov.in/crwc.htm
3.4.6 Cooperative Sector

National Cooperative Development Corporation (NCDC) has been making
systematic and sustained efforts for the creation of scientific storage facilities
at various levels in the cooperative sector. As a result of concerted efforts, the
storage capacity assisted by NCDC and owned by cooperatives has increased
from about 11 lakh MT in 1962-63 to 165.68 lakh MT by the end of FY
2021-22. Since inception, up to 31.03.2022, NCDC has completed 68006
storage units with a capacity of 16.56 lakh metric tonnes and so far, disbursed
1106.86 crore for construction, repair and renovation of godowns, technical
and margin money assistance for business development.

NCDC has shifted its focus towards bringing value addition to the produce of
farmers by extending the marketable lifespan of perishable commodities. As
of 31.03.2022, 317 Cold Storage projects have been sanctioned with a
capacity of 9.69 lakh MT, of which 306 projects with a total capacity of 9.35
lakh MT stand completed/installed.

The National Cooperative Development Corporation had helped in
constructing 57599 rural godowns and 10407 marketing godowns by the end
of March 2022. These cooperative godowns are used by the Food
Corporation of India in times of need and provide a readily available cushion
when the procurement of foodgrains is at its peak.

Source:
https://www.ncdc.in/documents/downloads/34171603235615261222Annual-
Report-2021-22-English.pdf

3.4.7 Grameen Bhandaran Yojana

Grameen Bhandaran Yojana, a Capital Investment Subsidy Scheme for the
Construction / Renovation of Rural Godowns was introduced in 2001-2002.

The main objectives of the scheme include the creation of scientific storage
capacity with allied facilities in rural areas.

e to meet the requirements of farmers for storing farm produce, processed
farm produce and agricultural inputs;

e promotion of grading, standardization and quality control of agricultural
produce to improve their marketability;

e prevention of distress sale immediately after harvest by providing the
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facility of pledge financing and marketing credit;

e strengthen agricultural marketing infrastructure in the country by paving
the way for the introduction of a national system of warehouse receipts
in respect of agricultural commodities stored in such godowns; and

e to reverse the declining trend of investment in the agriculture sector by
encouraging private and cooperative sectors to invest in the creation of
storage infrastructure in the country.

The scheme is implemented by the Directorate of Marketing and Inspection
(DMI), an Attached Office of the Department of Agriculture & Cooperation.
As of 31" March 2015, 35240 projects have been sanctioned by the
NABARD and NCDC having 554.28 lakh tonnes storage capacity.

Source: http://dmi.gov.in/Documents/revoperational.pdf and
http://dmi.gov.in/Schemegby.aspx

3.4.8 Cold Storage

The term cold storage refers to a refrigerated chamber for the storage of such
perishable commodities as fruits, vegetables, fish, eggs, meat, dairy products
etc. In these storage structures, the temperature is controlled and maintained
so that the stored perishable products may not deteriorate in quality. In cold
storage, the temperature is maintained in the range of —1.1° to 10.0° C (30° to
50° F). The other form of cold storage is freezer storage, in which the
temperature is kept below -1.1° C (30°F), and the product remains in a frozen
state. It helps in the price stabilization of perishable commodities by
removing the glutes occurring in the production season. It helps in widening
the market for the products, lowering marketing costs, raising the price
realized by the producer, lowering the price for consumers and ensuring that
products are available throughout the year. Cold storage facilities have made
it possible for consumers to live in greater comfort.

The available capacity of cold storage is much less than the country’s
requirements. The cold storage requirement has further increased because of
the need to promote exports of processed foods. There is considerable scope
for expansion of the cold storage industry in India. The lack of cold storage
facilities is leading to heavy losses and violent fluctuations in the prices of
fruits and vegetables. There is a need to encourage the cold storage industry
in several regions of the producing areas as well as in large urban centres.
The growth of cold storage facilities in India is given in Table 3.5.

Table 3.5: Growth of Cold Storage Facility in India.

Year Number of cold storage Storage capacity (Lakh
units in operation tones)

1955 N.A. 0.771

1965 615 6.820

1975 1615 20.530

1985 2522 50.991

1995 3167 85.800




1996 3253 87.300

2022 8254 380.88
Source: Agricultural Statistics at a Glance, 2021, page no. 272.

The following schemes are being implemented and financial assistance is
provided for setting up cold storage throughout the country to bridge the gap
between availability and required cold storage capacity:

1) Mission for Integrated Development of Horticulture (MIDH)

The Department of Agriculture Cooperation & Farmers Welfare is
implementing the Mission for Integrated Development of Horticulture
(MIDH) under which financial assistance is provided for various
horticulture activities including setting up cold storages. The component
is demand/entrepreneur driven for which Government assistance in the
form of credit-linked back-ended subsidy is available at the rate of 35%
(for general areas) and 50% (for hilly and scheduled areas) of the eligible
capital cost of the project for both public and private sector enterprises.

2) Pradhan Mantri Kisan SAMPADA Yojana (PMKSY)

Ministry of Food Processing Industries is implementing the Scheme for
Integrated Cold Chain and Value Addition Infrastructure as one of the
components of Pradhan Mantri Kisan Sampada Yojana (PMKSY) to
reduce post-harvest losses of horticulture & non-horticulture produce and
provide remunerative price to farmers for their produce. Under the
scheme, the Ministry provides financial assistance in the form of grant-
in-aid at the rate of 35% for general areas and 50% for Northeast States,
Himalayan States, ITDP areas and Islands for storage and transport
infrastructure and at the rate of 50% and 75% respectively for value
addition and processing infrastructure subject to a maximum of Rs.10
crore per project for setting up Integrated Cold Chain projects including
Irradiation facility. Standalone cold storages are not covered under the
Scheme.

Source: https://pib.gov.in/PressReleasePage.aspx?PRID=1658114, Cold
Storage Facilities in the Country, Cold Storage Facilities in the Country, 23
SEP 2020 1:46 PM by PIB Delhi

3.4.9 Warehousing Development and Regulatory Authority

The Warehousing Development and Regulatory Authority (WDRA) was set
up by the Government of India on 26.10.2010 to ensure implementation of
the provisions of the Warehousing (Development & Regulation) Act, 2007.
The main objective of WDRA is to implement a Negotiable Warehouse
Receipt (NWR) System in the country, which would help farmers to store
their produce in scientific storage godowns near their farms and seek loans
from banks against their NWR. The main functions of the Authority are to
make provisions for the development and regulation of warehouses
which interalia includes negotiability of warehouse receipts, registration of
warehouses, promotion of scientific warehousing of goods, improving
fiduciary trust of depositors and banks, enhancing liquidity in rural areas and
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promoting efficient supply chain.
Important objectives of WDRA are:

e To implement the National Food Security Act, 2013 throughout the
country

e To undertake price support operations through efficient procurement of
wheat, paddy/rice and coarse grains

e To strengthen the Targeted Public Distribution System
e Development, Promotion and Diversification of the Sugar Industry

e Development and Rejuvenation of the Warehousing Sector
Check Your Progress Exercise 3
Note: a) Write your answer in the space given below.

b) Match your answers with those given at the end of the unit.

1. Describe the status of warehousing in India.

2. State the relevance of the private sector in providing storage of farm
produce.

3.5 LET US SUM UP

We have seen that several credit institutions are operational to extend credit
support to the rural sector. The policymakers and the government have been
periodically assessing the functioning of the financial sector and have been
bringing changes to make it more effective. The cooperative credit
institutions flourished during the post-liberalization period following the
support from the government. However, it was felt that they alone were not
sufficient to meet the credit needs of the rural sector and therefore the
nationalization of banks was dome in the year 1969. This was followed by
the setting up of various specialized financial institutions to cater to the credit
needs of the rural sector. Crop insurance is a method to provide stability to
the farm income. It also induces the farmers to adopt the improved package
of practices. Therefore, several programmes have been launched to extend
the crop insurance programme to a large number of farmers and to make it



more effective and efficient. It was started with a Pilot crop insurance
programme in the year 1972 and latest being the Pradhan Mantri Fasal Bima
Yojana (PMFBY). There is a vast scope for private institutions to extend
insurance to the rural sector. A very large proportion of the country’s produce
is lost due to poor post-harvest facilities. One of the important components of
it is the availability of efficient and sufficient amount of storage structures in
the country. The country has taken steps to create a wide network of storage
facilities in the country in form of CWCs, SWCs, FCI, Rural Godowns and
Cold Storage structures. However, there still exists a wide gap in the
availability and the need for storage structures paving the way for the entry of
private institutions to create storage infrastructure in the country.

3.6 KEYWORDS

FSS : Farmers Service Societies are well-organized registered co-
operative bodies, based on the principles of cooperation and
governed by co-operative by-laws.

Micro- : Microfinance is a system in which financial services are
finance provided to low-income clients, including the self-employed.

NABARD : ‘National Bank of Agricultural and Rural Development’ was
created in the year 1982 as an apex bank for the agricultural

sector.

NAIS : National Agricultural Insurance Scheme (NAIS) to protect
the farmers from risk and uncertainties in agriculture
production.

RRBs : Regional rural banks. These were created in the year 1975

with the sole aim of providing credit to rural artisans,
agricultural labourers, etc.
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3.8

ANSWERS TO CHECK YOUR PROGRESS
EXERCISES

Check Your Progress Exercise 1

1.

Cooperative credit is mainly of two types one providing short-term loans
and the other providing long-term loans.

Micro-finance initiatives are now recognized as a cost-effective and
sustainable way of expanding outreach of the banking system to the rural
poor. The guiding spirit behind microfinance initiatives is: (i) to offer
cost cost-effective approach to formal institutions for expanding outreach
to the poor; (ii) to develop collateral substitutes; (iii) to focus on the rural
and the urban poor, especially women; (iv) to pilot test other micro-
credit delivery mechanisms as alternative channels to the formal banks;
and (v) to effectively pursue the objectives of macro-economic growth.
There are two major models under micro-finance, i.e., Self-help Group
(SHG)-Bank Linkage and Micro-Finance Institutions (MFI)-Bank
Linkage being operated in the country.

Check Your Progress Exercise 2

1.

The various crop insurance programmes initiated in the country are Pilot
Crop Insurance Programme, Comprehensive Crop Insurance Programme,
National Agricultural Insurance Programmes, Farm Income Insurance
Programme, PMFBY, etc.

Farm income insurance refers to covering the total income of the farmer
obtainable from the farm against this crop insurance refers to protecting
the income of the farmers as a result of specific crop loss.

Check Your Progress Exercise 3

1.

Center Warehousing Corporation was established as a statutory body in
New Delhi on 2™ March 1957 and was re-established on March 18,
1963. This Corporation which made a modest start with seven
warehouses, with 7,000 tonnes capacity, in December 1957, had set up
424 warehouses in different places in the country, with a total storage
capacity of 101.52 lakh tonnes at the end of Feb. 2022. The Central
Warehousing Corporation provides safe and reliable storage facilities for
about 120 agricultural and industrial commodities. The areas of
operations of these central warehouses include centres of all-India and
inter-state importance.

It is a well-known fact that the available storage structures created so far
are not sufficient to meet the needs and aspirations of the farmers.
Therefore, the government is providing a number of measures to promote
the development of storage structures.



