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13.0		O BJECTIVES
After studying this unit, you should be able to: 

•	 comprehend the concept and types of agricultural insurance;

•	 discuss the Concept and types of crop insurance;

•	 explain the benefits of crop insurance; and

•	 evaluate the crop insurance schemes in India.

13.1 	 INTRODUCTION
Dear learners, 

In the last unit, you have learned about different ways of managing risks 
in agriculture. As you have seen, one of the important tools for managing 
agricultural risk is agri insurance. Just like one may have insurance to protect 
and secure their car or life, similarly farmers can have something similar to 
protect their crops by insuring with an insurance organisation. 

Imagine a farmer who works hard to grow crops, but sometimes adverse happen, 
like droughts, floods or pests that can ruin the crops. If these risks come true, 
the farmer may lose a lot of money and the ability to provide food for everyone. 
That’s where crop insurance comes in. 

Crop insurance is like a shield for farmers. It helps them when these negative 
incidents happen, like adverse weather destroying the crops. For example, if 
there's a terrible drought that damages a farmer's crop, the insurance can give 
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some money to the farmer to make up for the loss. This way, the farmer doesn't 
suffer too much and can keep on farming. So, it's like a safety net for them. In 
this unit, we are going to have ideas of different crop insurance, its benefits and 
the scenario of crop insurance in India.

13.2		CO NCEPT & TYPES OF AGRICULTURAL 		
			   INSURANCE
Agricultural insurance is a policy that involves the insured (farmer) paying a 
small sum called a premium, to an insurance company (insurer) to guarantee 
against loss due to any of the perils (death, flood, drought, etc.) covered for a 
particular period of time (usually not more than one year) with a promise to 
indemnify (pay back the value of loss), in case such instance (perils) occurs. 

The main types of agricultural insurance are as follows: 

(i)	 Insurance for agricultural production (Crop insurance): Crop Insurance 
is a comprehensive yield-based policy meant to compensate farmers’ losses 
arising due to production problems. It covers pre-sowing and post-harvest 
losses due to cyclonic rains and rainfall deficits. These losses lead to a 
reduction in crop yield, thus, affecting the income of farmers. In India, 
presently crop insurance is offered in the form of Pradhan Mantri Fasal 
Bima Yojna (PMFBY). Details of PMFBY are given in the later part of this 
unit.

(ii)	L ivestock insurance: Livestock insurance is protection against accidents 
and unexpected events that may affect your animals. This insurance coverage 
is customizable, so whether you have cattle, sheep, goats, chickens, or a 
mixture, pigs are covered. There are different policy options, depending on 
your needs and budget.

(iii)	Insurance for forestry: Forestry insurance generally covers the 
destruction of trees as a direct consequence of fire, hail, malicious acts, 
impact, earthquake and as an option, windstorm. The policies provide a 
variety of additional benefits including Replanting Costs, Fire Fighting and 
Mitigation Expenses, Removal of Debris, Plantation Infrastructure, Claims 
Preparation Costs etc. 

(iv)	Aquaculture insurance: Aquaculture insurance is a type of insurance 
specifically designed to provide coverage and financial protection to 
individuals or entities involved in the business of aquaculture, that is the 
farming of aquatic organisms, such as fish, shrimp and other aquatic species. 
This type of insurance is tailored to address the unique risks and challenges 
faced by aquaculture operations.

In India, farmers are more acquainted with crop insurance. In this unit, we will 
discuss crop insurance elaborately. 

13.3 	CO NCEPT OF CROP INSURANCE
Crop insurance is a means of “protecting the farmers against uncertainties of 
crop yields, arising out of practically all-natural factors beyond their control”. 
It is a financial mechanism in which the uncertainty of loss in crop yields is 
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burden of loss can be distributed. 

Crop insurance has been defined by Agriculture Insurance Company of India 
Limited (AICIL or AIC) as ‘a means of protecting the agriculturist against 
financial losses due to uncertainties that may arise from crop failure/losses 
arising from named or all unforeseen perils beyond their control’.

Crop production involves numerous risks such as natural, social, economic 
and personal. However, the principal characteristic, that distinguishes crop 
production from any other activity, is its great dependence on nature. Crop 
production unlike almost any other activity, has to be carried on in the face 
of continual uncertainties arising out of diverse natural and social elements. 
Normally, the greatest impact of all these elements falls on crops, which remain 
under the open skies for weeks and months. Apart from the abovementioned 
problems farmers engaged in agriculture and related activities have to face 
various other problems such as instability and fluctuation of crop price, changing 
cropping patterns, inequality in land distribution, inadequate irrigation facilities, 
agricultural indebtedness, poor farming techniques and agricultural practices, 
etc. Though not all, but crop insurance can be a solution for many of the above 
problems. 

The generally agreed principles of crop insurance are: 

(i)	 Through payment of a risk premium, individual farmer transfers the 
uncertainty faced by him to the insurer, 

(ii)	 a large number of participating farmers covering a large area over a period 
of time enables the horizontal spread of risks over a wider area, and vertical 
spread over many years, 

(iii)	the group risk assumed by the insurer is reflected from the risk premium, 
and 

(iv)	an indemnity is to be paid to the individual farmer when a loss is incurred 
due to causes beyond his control, as long as he maintains the insurance 
contract valid by paying the premium. 

13.4 	 TYPES OF CROP INSURANCE
Crop insurance can be classified into five categories and each category is further 
divided into various types. Five Categories are:

(a)	 According to Perils insured

(b)	 According to objects insured

(c)	 According to the administration

(d)	 According to scope and application

(e)	 According to unit size

These categories are explained below:

(a)	 According to Perils insured
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(i)	 Single Peril insurance: In agriculture, single peril insurance offers 
specialized coverage for a specific risk, such as crop loss due to 
weather events, allowing farmers to mitigate individual threats to their 
livelihood. E.g.- Hail insurance.

(ii)	 Named Peril insurance:  In agriculture, named peril insurance 
specifically outlines and covers certain risks or events, such as 
hailstorms or droughts, offering farmers targeted protection against the 
specific challenges they may face in their crop cultivation or livestock 
operations.

(iii)	Multi-Peril insurance: Multi-peril insurance in agriculture covers a 
variety of risks, offering comprehensive protection against potential 
threats like weather events, diseases, and pests.

(iv)	All Peril insurance: In farming, all peril insurance covers almost every 
kind of problem that could harm your crops or livestock, except for 
specific issues listed as not covered in the policy. It is like a big safety 
net for farmers, protecting them from a wide range of unexpected 
troubles.

(b)	 According to objects insured

(i)	 Single crop insurance: A scheme that covers a single crop, e.g., Apple 
insurance against hail and frost.

(ii)	 Multiple crop insurance: A single scheme covers a host of crops, e.g., 
the National Agricultural Insurance Scheme.

(c)	 According to the administration

(i)	 Public insurance: Predominantly government-run schemes.

(ii)	 Private insurance: Private insurers, without government support.

(iii)	Cooperative insurance: Both Government and private agencies are 
involved.

(d)	 According to scope and application

(i)	 Voluntary insurance: Scheme optional for states and / or farmers.

(ii)	C ompulsory insurance: Scheme compulsory for States and / or 
farmers.

(iii)	Optional local application of compulsory insurance: Scheme 
compulsory for certain crops grown in certain areas.

(e)	 According to unit size

(i)	 Individual farm basis: Assessment and settlement of claims will be 
on individual farm / plot basis.

(ii)	 Individual household approach: Assessment and settlement of claims 
will be on a household basis, covering all farms owned or cultivated by 
a farmer.
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will be on an Area approach basis, covering groups of farmers growing 
crops under similar conditions.

(iv)	Combinations: A combination of farm/area-based assessment, and 
peril nature.

Check Your Progress 13.1

Note:		 a) Use the spaces given below for your answers.

			   b) Check your answer with those given at the end of the unit. 

1.	 What is agricultural insurance? Mention any two principles of crop 
insurance.

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

2.	 Name the different types of crop insurance according to the perils insured.

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

13.5 	 BENEFITS OF CROP INSURANCE 
Crop insurance provides a number of benefits to the farmers. The overall 
benefits of crop insurance could be summarized as follows:

(a)	 Financial Security: Crop insurance provides financial protection to 
farmers by compensating them for losses incurred due to various perils 
such as adverse weather conditions, pests, or diseases. It helps the farmers 
to stabilize their income and reduces the financial impact of unpredictable 
events.

(b)	 Risk Management: Farmers face numerous uncertainties in agriculture. 
Crop insurance serves as a risk management tool, enabling farmers to plan 
and invest confidently, knowing that they have a safety net in case of crop 
failures or yield reductions.

(c)	 Business Sustainability: With financial support from crop insurance, 
farmers can recover from losses more efficiently, maintaining the 
sustainability of their agricultural businesses. This stability is crucial for 
long-term planning, investment, and overall viability.

(d)	 Debt Protection: In the event of crop failure, farmers who have taken loans 
for their agricultural activities may struggle to repay. Crop insurance helps 
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alleviate this burden by providing compensation, preventing farmers from 
falling into excessive debt.

(e)	 Encourages Investment: Knowing they have a safety net in place, farmers 
are more likely to invest in modern technologies, improved seeds and better 
farming practices. This, in turn, can enhance productivity and contribute to 
the overall development of the agricultural sector.

(f)	 Government Support: Many crop insurance programs receive support 
from governments, either through subsidies or direct involvement. This 
support emphasizes the importance of agriculture and helps to ensure food 
security by safeguarding the livelihoods of farmers.

Activity 13.1:

Visit a nearby farm and try to find out how many of the farmers are aware 
of crop insurance schemes.

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

13.6 	C ROP INSURANCE IN INDIA
Risk management in agriculture is a complex proposition. Agriculture is 
particularly prone to systemic and co-variate risk i.e., a single risk affecting 
a large number of properties across large geographical regions. Lack of past 
yield data, small-sized farm holdings, low-value crops and the relatively high 
cost of insurance, have further made it more difficult to design, a workable crop 
insurance scheme. Despite these constraints, India debated the feasibility of 
crop insurance schemes, since independence. 

The risk management of crops through crop insurance was commenced in the 
country in 1985 with the introduction of the Comprehensive Crop Insurance 
Scheme (CCIS). This was followed by the National Agricultural Insurance 
Scheme (NAIS) which remained in operation from 1999-2000 to 2012-13. 

Simultaneously, several Pilot Projects (PPs) were also launched to explore the 
feasibility of crop insurance products that were not only better but also more 
comprehensive. The cumulative outcome was the National Crop Insurance 
Programme (NCIP), which was launched in 2013-14. It had three component 
schemes namely, Modified NAIS (MNAIS), Weather Based Crop Insurance 
Scheme (WBCIS) and Coconut Palm Insurance Scheme (CPIS). Soon thereafter, 

Activity 1.1:

Visit any agri farm around you and list down the challenges faced by that 
farmer in implementing the value chain.

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………

.................………………………………………...…………………………
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Bima Yojana (PMFBY) and Restructured Weather Based Crop Insurance 
Scheme (RWBCIS) in 2016.

13.6.1 		 Summary of Schemes Evolved in India till 2015
(a)	 Scheme based on ‘individual’ approach (1972-1978): The first ever 

scheme started on H-4 cotton in Gujarat and was extended later, to a few 
other crops and states. The scheme covered, 110 farmers for a premium of 
Rs. 4.54 lakhs and paid claims of ₹ 37.88 lakhs.

(b)	 Pilot Crop Insurance Scheme – PCIS (1979-1984): PCIS was introduced 
on the basis of a report of the late Prof. V.M. Dandekar and was based on the 
‘Homogeneous Area’ approach. The scheme covered food crops, oilseeds, 
cotton, and potato; and was confined to loanee farmers on a voluntary basis. 
The scheme was implemented in 13 states and covered 6.27 lakh farmers, 
for a premium of Rs.196.95 lakhs and paid claims of Rs. 157.05 lakhs.

(c)	C omprehensive Crop Insurance Scheme– CCIS (1985-1999): The 
scheme was an expansion of PCIS, and was made compulsory for loanee 
farmers. Premium rates were 2% of the sum insured for cereals and millets 
and 1% for pulses and oilseeds, with premium and claims, shared between 
the Centre and States, in a 2:1 ratio. The scheme was implemented in 
16 States and 2 UTs and covered 7.63 crore farmers, for a premium of 
Rs.403.56 crores and paid claims of Rs. 2,319 crores.

(d)	 National Agriculture Insurance Scheme – NAIS (1999): NAIS was 
introduced during Rabi 1999-00, by improving the scope and content of the 
erstwhile CCIS. 

(e)	 National Agricultural Insurance Scheme (NAIS) or Rashtriya Krishi 
Bima Yojana (RKBY), 1999-2000 to 2015-16.

A new scheme of crop insurance, the National Agricultural Insurance Scheme 
(NAIS) or Rashtriya Krishi Bima Yojana (RKBY), was launched from Rabi 
1999-2000 after making some improvements in the scope and contents of 
CCIS. Initially, the scheme was implemented by General Insurance Corporation 
(GIC), but after the commencement of its business on 1st April 2003 Agriculture 
Insurance Company of India Limited (AICIL) began implementing the scheme. 
The objectives of the scheme were as under:

▪	 The farmers could get insurance coverage and financial support if there 
was any failure of the notified crop due to natural calamities, pests and 
diseases. 

▪	 Encouraged the farmers to the adoption of higher technology in agriculture, 
high-value inputs and progressive farming practices. 

▪	 Aimed to provide stability to the farm incomes in the disaster years. 

The scheme was available to both loanee and non-loanee farmers who grew 
notified crops in notified areas. Sharecroppers and tenant farmers could also 
participate in the scheme. The scheme was compulsory for loanee farmers, i.e., 
the farmers who took loans from financial institutions. 
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Non-loanee farmers could voluntarily opt for the scheme by opening a bank 
account in the nearest bank branch. They were required to submit the proposal 
for insurance within the given time frame and make payment for the requisite 
premium amount. All the food grains, annual horticultural/commercial crops 
and oilseeds were covered under the scheme provided past data was available 
for an adequate number of years. Some of the annual horticultural/commercial 
crops covered under the scheme were potato, sugarcane, ginger, cotton, cumin, 
turmeric, onion, pineapple, etc.

(f)	 Weather Based Crop Insurance Scheme (WBCIS), 2007 to 2015-16

Rainfall insurance was first proposed by J. S. Chakravarthi of Mysore state in 
1920. The aim of the Weather Based Crop Insurance Scheme (WBCIS) was to 
minimize the problems of the insured farmers against the possibility of financial 
loss on account of anticipated crop loss which arose from adverse conditions 
of weather parameters like temperature, rainfall, humidity, frost etc. The yield-
index-based insurance protected the farmers against a shortfall in crop yield, 
whereas in WBCIS weather parameters were used as a ‘proxy’ for crop yields 
and used for compensating the agriculturists. The scheme was implemented in 
Kharif in 2007. 

The scheme was piloted in the states of Chhattisgarh, Uttar Pradesh, Bihar, 
Madhya Pradesh, Haryana, Punjab, and Rajasthan. Any addition or deletion 
of States was under the discretion of the Government of India and AIC based 
on the willingness of the State and also its preparedness. The crops covered 
under the scheme were cereals, millets, pulses, oilseeds, and other commercial 
and horticultural crops which were grown during the Rabi season. The main 
crops covered were wheat, barley, gram, lentil, mustard, potato, onion, cumin, 
coriander, fenugreek, isabgol, etc. The risk period was from the sowing period 
to the maturity of the crop.

13.6.2 		 Pradhan Mantri Fasal Bima Yojana (PMFBY) (2016 	
				    to till date)
The Pradhan Mantri Fasal Bima Yojana (PMFBY) rolled out by the Government 
in 2016 was a paradigm shift from its earlier formats. It aimed at identifying the 
losses based on various factors beginning with the sowing stage up to a period 
of 10 days after the harvest, when the crop still lay on the field. The scheme 
provided uniform and minimum rates of premium to the farmers along with a 
mechanism to provide speedy assessment, compensation and disbursement of 
the losses incurred. The third important feature of the scheme was transparency 
in transactions among the principal stakeholders, namely farmers, insurance 
companies, and central and state governments, by providing access to a common 
portal.

(i)	O bjectives of Pradhan Mantri Fasal Bima Yojana: 

•	 	 To provide insurance coverage and financial support to the farmers in 
the event of failure of any of the notified crops as a result of natural 
calamities, pests and diseases,

•	 	 To stabilize the income of the farmers and to ensure their continuance 
in farming,
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practices and 

•	 	 To ensure the flow of credit to the agriculture sector.

(ii)	 Implementing Agency (IA): The Scheme is implemented through a multi-
agency framework by selected insurance companies under the overall 
guidance and control of the Department of Agriculture, Cooperation 
and Farmers Welfare (DAC&FW), Ministry of Agriculture and Farmers 
Welfare (MoA&FW), Government of India (GOI) and the concerned State 
in coordination with various other agencies; viz. Financial Institutions like 
Commercial Banks, Cooperative Banks, Regional Rural Banks and their 
regulatory bodies, Government Departments viz. Agriculture, Co-operation, 
Horticulture, Statistics, Revenue, Information/Science and Technology, 
Panchayati Raj, etc.

(iii)	Unit of Insurance: The Scheme is implemented on an ‘Area Approach 
Basis’ i.e., Defined Areas for each notified crop for widespread calamities 
with the assumption that all the insured farmers, in a Unit of Insurance, to 
be defined as ‘Notified Area’ for a crop, face similar risk exposures, incur 
to a large extent, identical cost of production per hectare, earn comparable 
farm income per hectare, and experience similar extent of crop loss due to 
the operation of an insured peril, in the notified area.

The Defined Area (i.e., unit area of insurance) is Village/Village Panchayat 
level by whatsoever name these areas may be called for major crops and for 
other crops it may be a unit of size above the level of Village/Village Panchayat. 
In due course of time, the Unit of Insurance can be a Geo-Fenced/Geo-mapped 
region having a homogenous Risk Profile for the notified crop. For Risks of 
Localized calamities and post-harvest losses on account of defined peril, the 
Unit of Insurance for loss assessment shall be the affected insured field of the 
individual farmer.

(iv)	Crops and Notified Area:

a.		C rops: The Scheme can cover all the Crops for which past yield data is 
available and grown during the notified season, in a Notified Area and 
for which yield estimation at the Notified Area level will be available 
based on a requisite number of Crop Cutting Experiments (CCEs) being 
a part of the General Crop Estimation Survey (GCES).

b.		 Notified Area: Notified Area is the Unit of Insurance decided by the 
State Government for notifying a Crop during a season. The size of the 
Unit of Insurance shall depend on the area under cultivation within the 
unit. For major crops, the Unit of Insurance shall ordinarily be Village/
Village Panchayat level and for minor crops may be at a higher level 
so that the requisite number of CCEs could be conducted during the 
notified crop season. States may notify Village / Village Panchayat as 
insurance unit in case of minor crops too if they so desire.
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(v)	 Farmers to Be Covered: All farmers growing notified crops in a notified 
area during the season who have an insurable interest in the crop are 
eligible.

a.		C ompulsory Coverage: The enrolment under the scheme, subject to 
possession of insurable interest on the cultivation of the notified crop 
in the notified area, shall be compulsory for the following categories of 
farmers:

•	 	 Farmers in the notified area who possess a Crop Loan account/
KCC account (called as Loanee Farmers) to whom credit limit is 
sanctioned/renewed for the notified crop during the crop season, 
and

•	 	 Such other farmers whom the Government may decide to include 
from time to time.

b.		 Voluntary Coverage: Voluntary coverage may be obtained by all 
farmers not covered above, including Crop KCC/Crop Loan Account 
holders whose credit limit is not renewed.

Coverage of Crops

I.	 Food crops (Cereals, Millets and Pulses),

II.	 Oilseeds, 

III.	 Annual Commercial / Annual Horticultural crops. In addition, for 
perennial crops, pilots for coverage can be taken for those perennial 
horticultural crops for which standard methodology for yield estimation 
is available.

(vi)	Risks Covered under the scheme: The following risks leading to crop 
loss are to be covered under the scheme:

i.		 Yield Losses (standing crops, on a notified area basis): Comprehensive 
risk insurance is provided to cover yield losses due to non-preventable 
risks, such as

a.		 Natural Fire and Lightning

b.		 Storm, Hailstorm, Cyclone, Typhoon, Tempest, Hurricane, Tornado 
etc.

c.		 Flood, Inundation and Landslide

d.		 Drought, Dry spells

e.		 Pests/ Diseases, etc.

ii.		 Prevented Sowing (on notified area basis): In cases where a majority 
of the insured farmers of a notified area, having the intent to sow/plant 
and incurred expenditure for the purpose, are prevented from sowing/
planting the insured crop due to adverse weather conditions, shall be 
eligible for indemnity claims up to a maximum of 25% of the sum 
insured.
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up to a maximum period of 14 days from harvesting for those crops that 
are kept in “cut and spread” condition to dry in the field after harvesting, 
against specific perils of cyclone / cyclonic rains, unseasonal rains 
throughout the country.

iv.	L ocalized Calamities (individual farm basis): Loss/damage resulting 
from the occurrence of identified localized risks i.e., hailstorm, 
landslide, and flood affecting isolated farms in the notified area.

(vii)	 Exclusions: Risks and Losses arising out of the following perils shall be 
excluded: War and such type of risks and, nuclear risks, riots, malicious 
damage, theft, act of enmity, grazed and/or destroyed by domestic and/or 
wild animals, in case of Post–Harvest losses the harvested crop bundled 
and heaped at a place before threshing, other preventable risks.

(viii)	 Sum Insured / Limit of Coverage: In the case of Loanee farmers under 
the Compulsory Component, the Sum Insured would be equal to the Scale 
of Finance for that crop as fixed by the District Level Technical Committee 
(DLTC) which may extend up to the value of the threshold yield of the 
insured crop at the option of an insured farmer. Where the value of the 
threshold yield is lower than the Scale of Finance, a higher amount shall 
be the Sum Insured. Multiplying the Notional Threshold Yield with the 
Minimum Support Price (MSP) of the current year arrives at the value of 
the sum insured. 

	 Wherever the Current year’s MSP is not available, the MSP of the previous 
year shall be adopted. For the crops for which, MSP is not declared, farm 
gate price established by the marketing department/board shall be adopted. 
Further, in the case of Loanee farmers, the Insurance Charges payable by 
the farmers shall be financed by the loan disbursing office of the Bank and 
will be treated as an additional component to the Scale of Finance to obtain 
a loan. For farmers covered voluntarily, the sum insured is up to the value 
of the Threshold yield i.e., threshold yield x (MSP or gate price) of the 
insured crop.

(ix)	Enrollment Procedure: Both Loanee and Non-Loanee farmers are to be 
enrolled in the National Crop Insurance Portal (NCIP) belonging to the 
Ministry of Agriculture & Farmers Welfare, New Delhi. Banks who are 
lending Seasonal Crop Loans to the farmers are responsible for uploading 
the data in the NCIP. 

	 In the case of non-loanee farmers, Intermediaries, Common Service Centers 
(CSCs), farmers on their own and other Agencies are to upload the data in 
the NCIP, along with uploading 4 documents. 

	 Premium must be paid by way of NEFT only and DD or Cheques are not 
accepted. Similarly, offline applications for enrollment are not accepted as 
every application needs to be filled in online.

(x)	 Premium Rates: The Actuarial Premium Rate (APR) would be charged 
under PMFBY by the implementing Insurance Company. The DAC&FW/
States will monitor the premium rates considering the basis of Loss Cost 
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(LC) i.e., Claims as % of Sum Insured (SI) observed in case of the notified 
crop(s) in notified unit area of insurance (whatsoever may be the level of 
unit area) during the preceding 10 similar crop seasons (Kharif / Rabi) and 
loading for the expenses towards management including capital cost and 
insurer’s margin and taking into account non-parametric risks and reduction 
in insurance unit size etc. The rate of Insurance Charges payable by the 
farmer will be as per the following Table 13.1:

Table 13.1 Premium rates for different crops in PMFBY

Sl. 
No 

Season Crops Maximum Insurance 
charges payable by the 

farmer (% of Sum Insured)
1 Kharif  Food & Oilseeds crops 

(all cereals, millets, & 
oilseeds, pulses) 

2.0% of SI or Actuarial rate, 
whichever is less 

2 Rabi Food & Oilseeds crops 
(all cereals, millets, & 

oilseeds, pulses) 1 

1.5% of SI or Actuarial rate, 
whichever is less 

3 Kharif & 
Rabi 

 Annual Commercial / 
Annual Horticultural crops 

5% of SI or Actuarial rate, 
whichever is less 

(Source: https://www.pmfby.gov.in/)

Since its launch in 2016, concerns relating to increasing rates of premium quotes 
and, volumes of premium obligations of the governments (both central and state) 
arose. In response, the Government of India amended the PMFBY Guidelines 
and placed a cap on the obligations of the premium amount to be paid by the 
Department of Agriculture and Farmers’ Welfare (DA&FW) with effect from 
Kharif 2020. With this, the centre’s share of premium commitment is limited to 
25 per cent (in irrigated districts) and 30 per cent (in non-irrigated districts) of 
the gross premium (share of farmers + centre + state) discovered in the market. 
Further, PMFBY 2.0 also relaxed the compulsory nature of insurance coverage 
in the case of loanee farmers and made it voluntary for all.

Check Your Progress 13.2

Note:		 a) Use the spaces given below for your answers.

			   b) Check your answer with those given at the end of the unit. 

1.	 Write a short note on government-supported agricultural insurance programs 
prevailing in India.

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

2.	 Mention any two features of PMFBY.

	 ................………………………………………...…………………………
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	 ................………………………………………...…………………………

	 ................………………………………………...…………………………

13.7		L ET US SUM UP
In this unit, you have already learnt the following:

•	 Agriculture insurance can reduce farmer and herder risk and increase average 
productivity and incomes. It can also increase access to credit. However, 
agriculture insurance is effective when combined with the adoption of risk 
management measures.

•	 Crop insurance protects the farmers from the shock of disastrous crop loss 
by assuring farmers a minimum of protection.

•	  De-risking agriculture and making it a viable activity requires comprehensive 
effort from multiple stakeholders, including the private sector. 

•	 The risk management of crops through crop insurance was commenced in 
the country during 1985 with the introduction of the Comprehensive Crop 
Insurance Scheme (CCIS).

•	 Government of India has introduced number of crop insurance schemes 
like Schemes based on individual approach, Pilot Crop Insurance Scheme, 
Comprehensive Crop Insurance Scheme, National Agriculture Insurance 
Scheme or Rastriya Krishi Bima Yojona, etc.

•	 The Pradhan Mantri Fasal Bima Yojana (PMFBY) rolled out by the 
Government in 2016 was a paradigm shift from its earlier formats. It aimed 
at identifying the losses based on various factors beginning with the sowing 
stage up to a period of 10 days after the harvest, when the crop still lay on 
the field.

13.8		K EYWORDS
Crop Insurance			   : 	 Crop Insurance is a comprehensive yield-

based policy meant to compensate farmers' 
losses arising due to production problems. 
It covers pre-sowing and post-harvest losses 
due to cyclonic rains and rainfall deficits.

KCC								       : 	 The Kisan Credit Card scheme is a credit 
scheme introduced in August 1998 by Indian 
public sector banks to issue Kisan credit cards 
to the farmers of India.

Loanee Farmers			   : 	 All the farmers availing seasonal agriculture 
operations (SAO) loans from financial 
institutes for the notified crop. 

MSP								        : 	 Minimum Support Price (MSP) is the 
minimum price set by the government for 



246

Agri Risk 
Management

certain agricultural products, at which the 
products would directly be bought from the 
farmers if the open market prices are less than 
the cost incurred.

Perils								       : 	 The state of being in danger of injury, loss, or 
destruction.
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13.10		 ANSWERS TO CHECK YOUR PROGRESS
Check Your Progress 13.1

1.	 Agricultural insurance offers farmers vital protection against risks like 
natural disasters, pests, and market fluctuations. This financial safety net 
helps them maintain stability in their farming activities and safeguards their 
livelihoods. Doing so, plays a crucial role in ensuring food security and 
promoting sustainable agriculture.

	 The generally agreed principles of crop insurance are: (i) through payment 
of a risk premium, the individual farmer transfers the uncertainty faced by 
him to the insurer, (ii) a large number of participating farmers covering a 
large area over a period of time enable the horizontal spread of risks over a 
wider area, and vertical spread over many years. 
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According to Perils insured crop insurance may be classified as follows:

•	 	 Single Peril insurance: E.g.- Hail insurance.

•	 	 Named Peril insurance: Up to four perils are covered.

•	 	 Multi-Peril insurance: At least five or more perils are covered.

•	 	 All Peril insurance: Covers all natural and non-preventable perils.

Check Your Progress 13.2

1.	 In India, government-backed agricultural insurance programs like PMFBY 
and WBCIS provide crucial financial protection to farmers by covering 
yield losses and utilizing weather data for compensation. These initiatives, 
including sector-specific schemes, contribute to farmers' financial security, 
sustainable agriculture, and overall sector growth.

2.	 Features of Pradhan Mantri Fasal Bima Yojana (PMFBY)

The following are the features of PMFBY:

(a)	 PMFBY will provide a comprehensive insurance cover against failure 
of the crop thus helping in stabilizing the income of the farmers and 
encourage them for adoption of innovative practices.

(b)	 The scheme is compulsory for loanee farmers to obtain a Crop Loan /
KCC account for notified crops. However, voluntary for Other/non-
loanee farmers who have insurable interest in the insured crop(s).


