Rural Distress in Vidarbha
Issues related to cultivation of Cotton


1.1
Terms of Reference 3

Although chronologically the Team should have presented Item 1 and 2 in the beginning, the Team, feels that as the rural distress issue is of emergent importance with the continuing spate of suicides in Vidarbha, with concentrated numbers in Yavatmal, it would be important to first deal with the TOR 3 which is:
“to find out the factors leading to rural distress in Vidarbha region and to study the existing relief packages announced  by the State Government;”
1.2
Organization of material for studying the major causes of distress expressed by people in Vidarbha
1.3
The Fact Finding Team decided to study and analyze the situation regarding Cotton in greater detail in the context of suicides and acute rural distress reported from other states also, like Andhra Pradesh, Karnataka, Kerala and Punjab.  Most of the houses visited by the team were of cotton farmers and except for rare exceptions, the memoranda submitted and the people met all talked about cotton as their major reason for distress. The team studied the data on area, production and productivity in the region for 2004-05 2005-06 and found that cotton production is covering more than approximately 40% of the area with Soyabean, Tur and Jowar being the other crops.  About 10% area under cotton is inter-cropped with tur.  A table under total area under production is at Table 1.  Some of the other issues raised by people pertained to the backlog issues, particularly in relation to irrigation and also issues pertaining to lack of power and in some cases employment.

1.4
As farmers were quite categorical in their complaints regarding low yield due to rain fed situation, low yield due to poor quality of seed, low yield due to switch over to Bt Cotton, pest infestation, higher pesticide use and increased costs due to this, these issues have also been studied based upon available data. Further, farmers had complained about spurious seeds, high costs, and low credit facilities. 

1.5
The sections below are organized to study various aspects of cotton cultivation, it’s yield and performance, technical performance issues in view of the fact that Bt Cotton has taken centre stage, and of course the Minimum Support Prices, monopoly procurement and average return versus cost of cultivation. Associated issues of national policy, import and export and national initiatives are also summarized. 

The Team felt it needed to specifically address the following questions:

· Whether a direct correlation can be drawn between statements of the farmers that their distress was due to performance of Bt cotton and the facts;

· How is cotton organized nationally and what policies are in –place for promotion of the commodity , with what obstacles, if any;

· What is the relationship of import / export to total production and whether import duty at only 10% has any direct impact on the realization of the farmer in Vidarbha;

· Whether performance of Bt Cotton was as poor as reported’ and whether the same is true for other parts of the country also;

· Whether technical questions arise regarding the quality of seed;

· Whether the all India, and Maharashtra  technical performance of cotton  is similar to technical performance in Vidarbha , and what are the obvious reasons for poor performance ion Vidarbha;

· What is the factual position regarding use of pesticides and the contribution to costs;

· Whether prices obtained by farmers were below MSP and what are the mechanisms in place to correct price realization;

· What is the reason for monopoly procurements to be withdrawn by Maharashtra;

· What is the scale of  indebtedness and is it an obvious  cause of distress;

· Whether rain fed conditions have any direct impact on the performance of Bt cotton, and if yes, then what percentage of farmers are able to obtain supplementary irrigation, if at all; 

· What then is the role of the State in providing irrigation in the backward region and policies for water conservation and water harvesting;

· What remedies are possible in the immediate future, and in the long run.

· Whether it is possible to switch from almost mono cropping of cotton to other crops;

· Whether allied activities are possible and what has been the investment so far in this area;

· Whether non farm activities can be easily introduced and whether any such attempt has been made at a large scale in the region so far;

· What are the input out put ratios versus the MSP and what is the Cost of Production;

· Whether oranges, a major diversification in the region have fared better. 

These issues, and associated have been studied and summarized below under separate headings. 

1.6
General causes of distress 

Rural distress has, in the recent past been the topic of many journalistic articles and has raised feelings on the need to study the matter in greater detail. From causes, to economics at work, to an analysis of the investments, the marketing structures, the legal provisions for farmers marketing federations, the capacities available for informed decision taking, the need to find solutions for large hectares under rain-fed alone conditions, to cooperative successes and failures, and even to choices for urea and pesticides have been engaging the government for some time now.  Gross fixed capital formation in agriculture as a proportion of GDP declined from 3.1% during late eighties to 1.6% during last part of the ninth plan. Percentage of Plan expenditure against total plan expenditure also declined nationally from 13.1% to 7.4%.  In Maharashtra the decline was to 4.5% from 6.1% for the same period. Planning Commission has announced a desirable rate of 4% growth in Mid Term Appraisal for Tenth Plan for Agriculture and thus expects to address the issue by drawing attention to required initiatives in this neglected area. 


Various studies have been conducted to go into the reasons as to why agrarian crisis has become so acute that farmers in certain regions of the country have resorted to the extreme steps of committing suicide. The studies reveal that there is a complete breakdown of coping mechanisms in rain-fed areas to take risks with a kind of farming system which requires substantial loan taking from informal sources at high interest rates, and this too in a scenario in which returns are not assured due to vagaries of both monsoons as well as markets.  

The availability and the utilization of agricultural credit is under severe strain. There appears to be a gap of at least 50% in agricultural requirements, (based upon district case studies), for agricultural credit, while there appears to be some evidence in shift of availability of credit to urban areas. In Maharashtra, where the cooperative banks have, traditionally been the strong supporters and almost the single means of credit to the farmers for many years, are now under severe strain. The National Sample Survey 2003 indicates a high level of outstanding loans. The credibility of the institution is also under question as the real interest rates to the beneficiary have, over time, been much higher due to the three tier structure of giving the loan. By the time the in between tiers have adjusted their administrative costs, the farmer pays above 13% interest as found in Washim District. The procedures have also been found to be cumbersome and time taking. The structures are no longer sturdy and are unable to deliver real relief or timely support. This issue of credit has been expanded upon in greater detail in the discussion below.


Breakdown of cotton-economy has been largely due to high cost of cultivation, low prices or sharp corrections like cessation of Monopoly Procurement in Maharashtra.  Decisions to import long staple cotton at 10% import duty for Ludhiana hosieries are being quoted as possible causes for farmers’ distress in Vidarbha. While monopoly procurement has been burdening the state with unproductive expenditure, free market operations are leading to agrarian distress in the cotton-belt of Vidarbha. All kinds of cotton has been getting  mixed while being purchased by the traders and all kinds  of cotton gets grown by the farmers in an unorganized manner without adequate extension and or knowledge of the appropriate practices for optimum returns. The markets have also been, in Maharashtra, in the hands of traders, some of them unscrupulous  who have either purchased the bales from the doorstep or have been part of the Monopoly Procurement scheme and taken over the procurement on behalf of the Federation and made profits while transferring a bare minimum to the farmer.  When the procurement is done by the Federation, the payments are in three installments making it difficult for farmers to retain sufficient funds for their working capital for the next sowing seasons. IGIDR in its study on the cotton part of rural distress has clearly brought out the yield related and price related shocks have been many in cotton growing leading to many farmers dropping   below the poverty line.  This, despite the fact that, the farm holdings have generally been in the region of over 2 to 3 hectares, except in some districts like Washim where at least 50% of the farm holdings are less than 2 hectares.

1.7
Cotton: Area and Production


Cotton is one of the important commercial crops grown extensively in India.  Over 4 million farmers in India grow cotton as the main source of their income and livelihood.  The textiles sector, which is primarily based on cotton fiber, is the largest employer and income provider in India, second only to agriculture. It employs close to 82 million people – 35 million in textiles and 47 million in allied sector.  The total employment by 2010 is expected to reach 94 million people.  With about 9 million hectare area under cotton, the country occupies 1st position in the world. However, the productivity is relatively low in comparison to other cotton growing countries. India produces 177 lakh bales on 78 lakh hectares (2003-04) as against 325 lakh   bales in China on 51 lakh hectare area and 218 lakh bales on  49 lakh   hectares in USA. India accounts for approximately 25 per cent of world’s total cotton area and 16 per cent of world’s cotton production.  The per hectare yield of cotton in India is lowest (300 kgs per hectare against world average of 580 kgs. per hectare).   (Table 2 gives the international comparative data).
1.8
Total production of Cotton


The calculation based for total production adopted in this report is based upon Directorate of Economic and Statistics, Ministry of Agriculture which provides the data to CACP in the calculation for official version of cotton production.  As per the CACP, the calculation is based upon the cotton plucked and thereafter a seed and fiber ratio is used for arriving at number of bales by dividing by 170 kgs.  In the case of Textiles Commissioner’s Trade Estimates brought out annually, they are based upon the actual number of bales as reported by all ginning mills in the country.  The variation occurs because of the use of moisture in formation of bales.  At national level the variation is too wide and reconciliation, though attempted, has not yet been completed in the finalization of production figures.  For the current year, for example, the official version shows 16 million bales while the Textile Commissioner’s Trade Estimates shows 23 million bales.   The Team has adopted production figures of CACP which is the official version. 


Maharashtra contributes 33% of the total cotton acreage of the country, but the share in total cotton production is only 19%. The major reason for low productivity is said to be the mostly rainfed cultivation conditions and   the heavy infestation of pests.   A mere 4% of the area under cotton in Maharashtra under in irrigated conditions. The productivity is abysmally low (271 kg /ha, 2005-06) (Table 3 gives the State wise comparative productivity figures). The hybrid cotton covers about 73% of the area while improved hirsutum varieties cover about 11% and arboretum cultivars cover 16% area of total area under cotton. Most of the cotton varieties and hybrids possess medium and medium long fiber.


There is growth of area under cotton despite the anomalous situation of reduced profitability reported from Maharashtra and particularly from Vidarbha.


The Crop wise share of Estimated Gross Value Added ( EGVA) to share of Area (TE 2002-03) and Incremental EGVA
 (TE 200203 over TE 1995-96)             and the Production Growth rate of major Crop Groups in Selected Districts, 1990-01 to 2002-03  indicate that the area under cotton has been growing at a higher rate even though the gross profitability has been decreasing. The increase in growth rate of area under cotton has, in fact, been at least 0.4% in some of the districts studied by the Fact Finding Team to 1.1% in Yavatmal and 2.8 % for Maharashtra overall. Share of area under cotton in the districts visited by the team was found ranging between 33.13% to 46.81% for the same period. This is given in detail at Annexure J.  Tables are at Annexure K and L respectively.


During 2004-05 total area under cotton cultivation is 2839500 ha. out of which 78100 ha. was irrigated and 2761400 ha. rain-fed. The year-wise details of area under irrigated and area under rain-fed are at Table.4   Current Scenario of Desi cotton cultivation in Maharashtra presented in Annexure J.

The yield level is much higher in the States which have larger areas under irrigation. The average yield (2005-06) in the States of Gujarat, Madhya Pradesh, Andhra Pradesh, Karnataka and Tamil Nadu which have 15 to 41 per cent area coverage under irrigation was 655, 401, 525, 328 and 623 kg/ ha respectively.    

Vidarbha region is one of the four major cotton growing regions of the State.  In Vidarbha, cotton is a predominant crop in six districts namely Yavatmal, Amravati, Akola, Buldana, Washim, and Wardha. Although crops like jowar, soybean, moong and tur are also grown in some limited area, the farming economy of the region revolves around cotton cultivation. Cotton is also grown in Marathwada, Khandesh and Deccan canal regions.  

1. 9
Bt-Cotton in India: Technical information regarding the genetic modification and approvals thereof.
Bt. cotton is a genetically modified crop wherein cry1Ac gene derived from Bacillus thuringiensis variety Kurstaki is introduced in the cotton plant enabling it to encode for an insecticidal protein cry 1Ac resulting in conferring resistance to a group of insects especially bollworm.  With the breeding efforts and aggressive marketing by private sector seed companies, particularly MAHYCO, Bt. cotton varieties gained popularity among the farmers in all cotton growing areas. The area under cotton trebled in a very short time, both in India and in the world.


The Genetic Engineering Approval Committee (GEAC), in the Ministry of Environment and Forest has so far approved 20 Bt. Cotton hybrids for commercial cultivation in the country.  

GEAC approved the Bt. Cotton hybrids on account of the superiority in Bollworm control, particularly in Heliothis bollworm,   management, and due to reduced use of insecticides in respect of Bt. Cotton hybrids.  Besides, it helped in   conservation of natural enemies of cotton pests and non-target organisms.  

1.10
Productivity; Pests and disease; and technical performance 


Pest and disease attack are one of the most important factors affecting yield levels significantly.  Approximately 21500 M.T. insecticides in terms of active ingredients are used on cotton. This contributes 55 percent of the total pesticides utilized in the country.  In cotton the three most damaging lepidoteran species affecting the crop in India are American bollworm (Helicoverpa armigera), Pink Bollworm (Pectinophora gossypiella), and Spotted Bollworm (Earia vittella). Indian cotton farmers have to spray their cotton crop 6 to 15 times per growing season for controlling insects with an average cost of Rs. 5500-6000 per hectare.
1.11
Commissionerate of Agriculture has conducted field evaluation on different characteristics on the standing crops to study usefulness of the Bt. Technology.  The highlights of the findings are as below,  There is no difference in the physical characteristics; diseases and pests incidents were noticed only on non Bt. cotton hybrid, sucking pests was noticed in both varieties. For Aphids, Jassids & Thrips it was found that infestation was 7 to 10% and in Bt. hybrids 12 to 15%. While fly: 2 to 3% infestation was reported on both BT and Non-Bt cotton varieties. For Bollworm, during 2004-05, there was moderate to heavy infestation reported on non Bt. cotton hybrids crossing ETL level and farmers had to spray their crops for control.  The infestation of bollworm was also reported on Bt. cotton hybrids but was below ETL level.  The yield of Bt. cotton on an average is more than yield of its non-Bt counterpart and standard check in every picking.  

1.12
Yield and Technical Performance of Bt. Cotton in major cotton growing States: 


As per the information provided by the different States, the yield of Bt. cotton is 15% to 30% higher as compared to non-Bt. Cotton.  Performance report of Bt. cotton received from the States of Tamil Nadu, Karnataka, Andhra Pradesh, Gujarat and Madhya Pradesh are summarized in Annexure-K.  In general, the productivity of Bt. cotton remained higher than non-Bt. cultivars.  Nonetheless, a few observations emerged out of the report which necessitate serious consideration; Impact of drought on Bt Cotton was recorded in some districts in Tamil Nadu in Kharif 2003; The yield in irrigated plots was comparatively better compared to rainfed crops in Bt cotton hybrids; The Bt. cotton hybrid could not withstand the moisture stress compared to non-Bt cotton varieties; thereby the yield was affected.

1.13
Yield and Technical Performance of Bt. Cotton in Maharashtra:

Maharashtra has the highest area under cotton cultivation in India.  Average area under cotton cultivation in Maharashtra is 2.8 million ha.  On an average Maharashtra share of area under cotton is 33% with 19% of the cotton production at national level.  The productivity of cotton is 271 kg. per ha. which is low compared with productivity of other States.  Maharashtra produces approximately 30 lakh bales per year (2003-04). The area covered under Mahyco Bt. cotton varieties is 106080 hectares. Studies at IACCIP, Akola on the infestation of bollworm in Bt. vs. non Bt. cotton and the yield levels indicated superiority of Bt. Varieties. Significant findings were that Bollworm damage seen through bollworm larval population was significantly less in Bt. cotton hybrids as compared to non Bt. and Check hybrids in spite of no sprays for bollworm control on Bt. cotton hybrids as compared to 3 to 5 sprays on non Bt. and Check hybrids. Yield of seed cotton was significantly more in Bt. cotton hybrids as compared to their non Bt. and Check hybrids. Under irrigated conditions, the seed yield of Bt. cotton went  up to 25 to 30 qts/ha, however, the area under irrigation is meager (2 to 3%) in the State. 
1.14 
Area expansion under Bt. Cotton in Vidarbha as well as Maharashtra:


In the year 2002-03, only three Bt. cotton hybrids i.e. MECH-12 Bt, MECH-162 Bt and MECH-184 Bt were under cultivation in Maharashtra state on 12194 ha. which was only 0.4% of the total area of cotton in the state. In the year 2005-06, 12 Bt. cotton varieties are under cultivation on 520050.4 ha which is 15% of the total area under cotton during the year. The area under Bt. cotton increased from 0.4% in 2002-03 to 15% in the year 2005-06. Table 5 gives the variety wise, year wise,  picture of Bt. Cotton hybrids in Maharashtra. The Specific Bt. Cotton varieties grown in Vidarbha as well Maharashtra are at Table 6. Briefly MAHYCO, NUJUWIDU, Rasi Seed, Pro-Agro, Ankur, Maha Beej are covering MCH 12, 162, 184, 650 varieties.

1.15
Other studies on Technical issues


Detailed information on the damage of other insects (aphids, Jassids, thrifs, etc.) in Bt. cotton, and also on the susceptibility of Bt. cotton to these insects vis-à-vis non-Bt. Cotton needs to be generated. There is no detailed survey available on performance of Bt. varieties under rainfed conditions.  The limited data nonetheless shows that Bt. varieties have relatively less tolerance to drought and that they are more advantageous under irrigated conditions only.  The performance of Bt. Cotton hybrids against bollworms under rain-fed situation at AICCIP, Akola is given at Table 7.
	                          Improvement in local germplasms-
The Gujarat Story
           Gujarat has achieved tremendous increase in productivity, reduction in cost of cultivation by 50% by reducing seed cost and expenses on pesticides mainly by encouraging seed research and farmer to farmer exchange of seeds without inviting provisions of the global IPR regime. The Central Seeds Act, 1996 was instrumental in the success of local varieties. It was, however, alleged that a hybrid variety (Navbharat-151) developed by a local seed company, Navbharat, which has become very popular among farmers because of its high productivity (1200 to 1500 kg per hectare), resistance to bollworm attack and low seed cost (Rs.500 per packet of 450 gms), has tested positive for Bt.

Source: Down to Earth, March 31, 2006.  


1.16
Some conclusions regarding technical parameters and yield issues in Maharashtra/Vidarbha based upon State’s Report:
· The average yield increase of Bt. cotton over its non Bt. counter part during last three years is 29.54% and over its standard check during last two years is 15.79%. 
· The cost of seed fixed by Mahyco is Rs. 1600/- per packet, which is extremely high for resource poor farmers
· The average productivity of cotton in the State is 190 kg. lint per ha (2003-04) as against 357 kg. per ha, in Andhra Pradesh, 452 kg. per ha in Punjab, 399 kg. per ha in Haryana and 274 kg. per ha. in Karnataka.
· The studies carried out by State Department of Agriculture, Maharashtra revealed that the yield of Bt. cotton varieties is undoubtedly higher than the non-Bt. 

· The pest resistance of Bt. cotton is restricted to Lepidoptera insects only, and the varieties are as susceptible to other insects as their non-Bt cotton counterparts. 

· The economics of Bt. cotton is more attractive under irrigated conditions.  Moreover, field level observations also indicated that despite resistance to Lepidoptera group of insects, Bt. cotton is not completely free from Bollworm infestation, of course, the damage is less compared with non-Bt varieties. 
1.17
High output of Bt. Cotton  

· Cost benefit ratio is less in Bt. cotton hybrids as compared to non Bt. and Check hybrids due to high cost of seed of Bt. cotton hybrids.

· Gross monitory return is more in Bt. cotton hybrids as compared to non Bt. and Check hybrids.

· Cost on plant protection is less in Bt. cotton hybrids as compared to non Bt. and Check hybrids.

1.18
Supply and Demand of Cotton


The year-wise details of supply of and demand for cotton in India are given at Table 8. The table shows that opening stock is increasing at a high rate every year due to excess of supply over demand. The estimated opening stock for 2006-07 is 82.50 lakh bales which is 34.02% of the production of the previous year. The continuing situation of the excess supply of cotton will have a dampening impact on domestic prices unless exports are stepped up. This will need quality control on fiber length. 


One solution could be to encourage diversification to other crops by reducing the area under cotton and also in encouraging export of cotton by providing suitable incentives. In Vidarbha some diversification has taken place already with an increase of 1 lakh ha in Soya bean. ITC is investing in E Choupal service  in Vidarbha for crops other than cotton. The initiative has to yet take off. 


An alternative could be to expand the end to end production with suitable incentives for intensive involvement of the textile and garment industry so that value addition is done as close to the farm as possible, thus ensuring appropriate farming practices, growing of appropriate cotton, and quality maintenance in ginning and packing.


One should, perhaps not be too concerned about the apparent over supply of cotton at present. It appears that with the present WTO dispensations the prospects of cotton economy and its development strategies should not be assessed in isolation. Cotton has relatively stronger linkages with the forward value addition chain to the textiles industry. This industry is apparently fairly well integrated with the world market where India is a significant trade stakeholder.  The distortions in the global cotton trade and price volatility thereof had been impinging on the domestic cotton sector. Besides, the high subsidies by some countries, and the erstwhile  quota system, the FTAs / PTAs and applications of rule of origin by trade blocks had been creating barriers in the trade.  However, in recent years, the global cotton and textiles economy is witnessing relatively stronger reform impulses. The lapse of Multi Fibre Agreement in ( MFA) since 1st January, 2005 brought an end to trade distorting quota regime,  thus offering larger opportunities  for India to expand its  textiles trade. Lately, the declaration of the recently held Hong Kong Ministerial Conference of WTO unveiled the frame work of negotiations for the Agreement on Agriculture (AoA), which is  emphatic on phasing  out the exports subsidies. Besides, the declaration also expresses greater sensitivity to the trade distorting subsidies given by developed countries to their cotton farmers, which in turn has adversely affected the cotton economy of several Least Developed Countries of Africa. In the outcome of ongoing negotiations, the reduction of subsidies in world cotton economy therefore is expected to be more specific. These developments provide the prospects of better competitiveness to Indian cotton farmers as well. The development agenda of the domestic cotton economy therefore needs to take note of these trade dynamics and orient itself for harnessing larger benefits from emerging opportunities.  


The cotton economy therefore needs to be viewed  as a commodity package which  is fairly well integrated with the global market and the trade environment.

1.19
Technology Mission on Cotton

In view of lower yields & poorer lint quality of cotton as compared to many other countries, the Government of India is implementing a Technology Mission on Cotton (TMC) since 2000-2001 in 13 States viz. Andhra Pradesh, Gujarat, Haryana, Karnataka, Madhya Pradesh, Maharashtra, Orissa, Punjab, Rajasthan, Tamil Nadu, Uttar Pradesh, West Bengal and Tripura. The aim of the mission is to increase the production, productivity & quality of cotton.  


The TMC has four Mini Missions (MM) namely MM-1 (Research and Technology Generation), MM-II (Extension and Developmental Activities), MM-III (Improvement in Marketing Infrastructure) and MM-IV (Modernization of Ginning and Pressing Techniques).  MM-I is implemented by the ICAR, MM-II by Department of Agriculture and Cooperation and MM-III and MM-IV by Ministry of Textiles.  During past five years, TMC have shown significant impact in terms of enhancement of cotton productivity, quality and area expansion under the crop.  Major components of different Mini Missions and budget allocations are given in Annexure-L. 
1.20
Deficiencies in the TMC approach 


It may be seen that the needed emphases on end to end production with the farmer in the forefront is lacking,  While approved components like up gradations of specified components of ginning mills etc. are being implemented the entire effort is to implement that specific component without building desire backward and forward linkages for the farmers. There is an opportunity to identify the appropriate seeds for specific areas by conducting trials with Agricultural Universities.  This could be followed by launching strong advisories to the farmers.  While it is not proposed that free market operations be interfered with, the mission should take leadership for ensuring that informed options and choices are operated by farmers.  Similarly, end to end development will require necessary linkages being developed either in Government or innovatively through Private/Public participation.  The models of farmers as shareholders, and as banks for seeds as operational in Gujarat are attractive.  Alternative methodologies could also be planned for. 

Import / Export Policy of cotton
The import of cotton is under OGL with 10% import duty.   Export of cotton was earlier regulated by the Ministry of Textiles based upon availability for domestic use.  However, it is now deregulated.  The quantity of raw cotton imported came down from 22 lakh bales in 2000-01 to 6 lakh bales in 2004-05. At the same time the exports of cotton went up from 0.6 lakh bales in 2000-01 to 20 lakh bales during the same period. There is definite evidence of creation of threat perception when cotton is imported. Table 9 shows the export and import of cotton from 1996-97 to 2004-05.  
Support Price (MSP) for cotton 
The minimum support price for different varieties of cotton in India is given in Table 10.  However in Maharashtra Cotton Federation purchases cotton under monopoly procurement scheme.  Cotton Corporation of India and Private purchasers are also in competition for the purchase of cotton.  The MSP has ranged from Rs1215 for Bengali Desi in 2000-01 to Rs 1310 for same variety in 2005-06; from Rs 2900 for Suvin in 2000-01 to Rs 3135 for same variety in 2005-06 with other varieties like V797, J 34, LRA 5166, H-4, JKHY-1, S-6, DCH South, fetching a variety of prices in between.
The Minimum Support Price (MSP) for two basic varieties of cotton viz. F-414/ H-777 and H-4 are announced by the Government of India on the basis of recommendations of the Commission for Agricultural Costs and Prices (CACP).  The MSPs for other varieties of Cotton are fixed and announced by the Textile Commissioner on the basis of MSPs announced for these two basic varieties of Kapas. For the Cotton Season 2005-06 (Oct.-Sept.), the MSP for F-414/H-777/J-34 variety was Rs.1760/-per quintal, and Rs1980 /-per quintal for H-4 (Long Staple) variety.  
Whenever market price of cotton falls below the MSPs, the Cotton Corporation of India (CCI) in the Ministry of Textiles undertakes procurement of cotton at MSP in all the cotton growing states, except in Maharashtra where Monopoly procurement Scheme of the state government is in operation. 
The Minimum Support Price for cotton in India in Rs. per quintal is at Table 10A. 

1.21
The Monopoly Cotton Procurement Scheme (MCPS)  

The Monopoly Cotton Procurement Scheme (MCPS) has been in operation since 1972-73 in Maharashtra. Under this scheme, Cotton procurement was the monopoly of the MSCCGMF and the farmer was not only assured of the MSP, but also received a bonus if MSCCGMF made profit.

Over time, a plethora of problems were identified with the scheme. The bonus was converted to additional advance price that was also guaranteed. The payment of additional price was de-linked from the actual market scenario leading to instances when Cotton was purchased dear and sold at a cheaper rate. This led to a loss that cumulated over time. In addition to this, poor storage facilities led to mixing of different grades of Cotton and destruction by fire and rain. Office bearers involved in grading and weighing took to rent seeking activities. The farmers paid commission to middlemen at the procurement centres. There emerged a class of traders in the guise of farmers. The farmer sold his produce to trader-farmer at a lower price who in turn sold it to the MSCCGMF. The payment to farmers was delayed and staggered.

To do away with the problems under MCPS, monopoly procurement was relaxed and private traders and textile mills were allowed to buy from the farmers directly in 2002-03. This proved beneficial to the farmers, as the open market prices during this and particularly in the next season was higher than the MSP because of higher international price for Cotton.

The doing away with MCPS was very short lived. In 2004-05, there was an increase in Cotton production all over the world and open market prices fell much below the MSP and MCPS was back in operation leading to record procurement by MSCCGMF. Under MCPS, price paid per quintal (average fair quality of long staple) was about Rs.2500, but payment was not immediate. Many farmers sold their produce in the open market at Rs.1900 or even lower. It is by and large the trader-farmers or farmers who do not want ready cash who sold to the MSCCGMF. The MCPS was relaxed in 2005-06 and private players were allowed to procure resulting in farmers resorting to distress sale and realizing prices much less than the MSP. 

1.22
Procurement of cotton at MSP during 2004-05

Due to a record production of cotton in the country and in the world during 2004-05, there was crash in prices both in domestic and international markets. Accordingly, cotton was purchased at MSP by various agencies. The quantity procured under price support scheme till now, is as under:  
	Agency
	Quantity procured( lakh Bales)

	Cotton Corporation of India
	27.08

	NAFED
	0.36

	Maharashtra  State Cooperative Cotton Growers Marketing Federation 
	43.00


1.23
Steps taken for stabilization of cotton prices

· For stabilizing cotton prices,  interaction with stakeholders was held in Oct-2004 by Department of Agriculture; 

· Cotton Corporation of India  is  procuring cotton at  MSP;

· For the first time , GOI allowed NAFED also to procure cotton at MSP;

· GOI approved export of cotton limiting 20 lakh bales under price neutralizing scheme with an export assistance of Rs 1000 / candy of kg towards transport , handling etc.;

·  CCI has exported 2.87 lakh bales of cotton till 6.5.2005.
Cost of Production:  Data from Akola Agricultural University

1.24
Input Output in rain-fed/irrigated conditions.

1.24.1
Some data from experiments conducted at Akola Agricultural University (AICCIP) give a clue as to the input out put ratios.  These are given at Annexure- M. 
1.24.2
They have deduced that the input output is not favorable as below:

1.24.3
Input/output ratio for cultivation of Bt. Cotton in Maharashtra

	Sr. No.
	Average production cost per hectare (input cost) Bt. Cotton
	Average cotton production (qu/ha)
	Income in Rs. per hectare

	1
	 Rs. 16000/ ha.
	10 
	Rs. 2010 per quintal i.e. Rs. 20100


Also given are calculations from Akola on the actual cost of production of different varieties, both in irrigated and rainfed conditions. These are at Annexure N, O, P and Q respectively.  
1.25
Cost of production: IGIDR

1.25.1
IGIDR in its study of specific cases has identified that they found cost in studies to range between Rs.15,000 to Rs.20,000 per acre; including all other expenditure of fertilizers, pesticides, labour and total costs.  They determined a hypothetical net income varying from Rs.12,200 to Rs.27,000.  On their analysis, such net income in fact means the per annum earning of around Rs.2500 per person.  Variations can be built in for Rs.500 per quintal additional income in cases where Maharashtra Monopoly Procurement was in place.  

1.25.2
They have summarized that “it is generally the case that in an acre of land one packet of seeds (910 grams) that costs around Rs.450/- to Rs.500/- for non-Bt. Varieties and Rs.1600/- for legal Bt. Varieties would suffice.  However, due to a guaranteed germination rate of 65 per cent only, farmers end up sowing two instead of one packet of seed.  This increases the seed requirement.  Under assured water, the seed requirement might reduce with existing practices; an income of Rs.4037 per person per annum (that is Rs.336.45 per capita per month) is arrived at. 

1.26
Cost of production: Department of Economics and Statistics/CACP

1.26.1
General observations regarding Cost of Bt Cotton to the farmer; practices; and causes for low returns
About 95% area is rainfed in Vidarbha region of Maharashtra and hence, cotton is mostly grown under rainfed situation. Under rainfed condition spacing recommended for hybrid cotton is 90 x 60 cm and the plant population comes to 18500 plants/ha. Generally sowing of two seeds per hill is recommended under rainfed situations that means 37000 seeds will be required for sowing one hectare area and seed rate required will be 3 to 3.5 kg/ha for 90 x 60 cm spacing. The cost of Bt. cotton hybrid seed is Rs. 1600-1800 for a bag of 450 gms which contains approximately 5000-5500 seeds that means for 37000 seeds i.e. seven packets of 450 gms will be required which costs Rs. 11200/-.  This seed cost is not affordable by a normal cotton grower. Under rainfed situations the yields of cotton are not constant every year due to erratic and uneven rainfall. Presently the Bt. cotton producing seed companies giving one packet of 450 gm for one acre area with the recommendation to sow one seed per hill, which reduces the plant population per hectare which results in yield less than expectation under rainfed situation. It is observed that Bt Cotton gives more yield versus non-Bt Cotton. Bt. Cotton seed cost is high; that is why cost of cultivation increases. Bt Cotton needs good management practices

An analysis has been conducted of the data generated by the Directorate of Economics and Statistics in Ministry of Agriculture (which forms the basis of recommendation on prices announced by CACP).

This is a stratified sampling of large, medium and small farm holdings and around 6000 samples are taken annually.  The total inputs include rental lease labour, costs of pesticides, fertilizers etc. for the farm as a whole, hereafter an apportionment is done for specific commodities. The costs of production data published currently are available for 2002-03 (Table 11) and annual additions are made by accounting for changes in wage/labour/other costs as known nationally.  Disaggregated data at regional level is not possible while State level data is available.   The Team has thereby taken into account the data and analysis done by experiments of Agricultural University of Akola; case studies carried out by IGIDR and source data quoted by IGIDR in various studies carried out by different experts for the Vidarbha region.  Clear conclusions regarding actual input/output are, thereby not statistically possible as this would be an area of study itself. However, the Team is of the clear opinion that precise input/output is not available and the cost of production at present appears to be much higher particularly for Bt. Cotton which is available only in specific varieties as per the desire of the cotton seeds companies.  Till such time that high prices are lowered, the market economic pressure will push the low resource farmer to a level of investment which is indeed suicidal.  

In such an event, it is but natural that expectations will be created from the Government for providing protections either by support prices or by making available crop loans. 
1.27
Cost of Seed


1.27.1
Cost of seed in the calculation under cost of production has been difficult to identify precisely for Vidarbha region.  However, taking into account the fact that 15% of the area in the State is under Bt. Cotton from MAHYCO where the cost of one packet is Rs.1600/- on the average, the remaining figures have been derived from the cost of production and its basic data as used by CACP.  CACP has estimated Rs.600/- per packet as a base cost in the calculation of cost of production.  The Team has, thereby, adopted the CACP costing in arriving at the cost of production.  The Akola data based upon experiments has used Rs.1600/- as a base cost for seed.  The variation in return to the farmer is thereby greater when the tables between Akola and CACP are compared. 

1.28
Cost of production: Findings
1.28.1
Between TE 1995-96 and TE 2002-03, the annual average for gross value of inputs used in agriculture in Maharashtra increased by Rs.2063 crore (from Rs. 19892 crore to Rs.21956 crore). In TE 2002-03, Jowar, Tur, Soyabean and Cotton account for 88 per cent, 69 per cent and 84 per cent of the area under major crops in Wardha, Washim and Yavatmal respectively. For these four crops the item wise share of cost of production in Maharashtra in 2001-02 is given in Table 11A. It shows that operational costs account for nearly 75 per cent of the costs in Jowar, Soyabean and Cotton and about 57 per cent in Tur. A substantial part of operational costs is human and animal labour. For cost attributed to human labour, imputed family labour account for 47 per cent in Jowar, 45 per cent in Tur, 34 per cent in Soyabean and 37 per cent in Cotton. With regard to animal labour more than 75 per cent of the costs is attributed to owned bullocks.  It is as high as 92 per cent for Cotton. Most of the machine labour is hired. The share of costs on account of seeds, fertilizer, manure and insecticides is higher for the cash crops, Cotton and Soyabean, when compared with Jowar and Tur.

1.28.2
What is most striking is the high use of insecticides in Cotton.  Per hectare usage in cotton cultivation is nearly 13 times higher than that of Soyabean, 82 times higher than that of Tur, 442 times higher than that of Sugarcane where per hectare insecticide use was Rs.1.4 in 2001-02 in Maharashtra, and nearly 2000 times greater than Jowar. Cotton accounts for more than 89 per cent of the total expenses for insecticides. 

1.28.3
For Jowar, Tur, Soyabean and Cotton the projected cost of cultivation for Maharashtra and Minimum Support Prices (MSP) for India in 2004-05 is given in Table 11B.  It shows that the MSP for Jowar and Cotton are greater than A2+FL costs (all paid costs including rent for land imputed family labour) but lower than the C2 costs (A2+FL plus interest on value of owned capital assets and rental value of owned land), for Tur and Soyabean it is above C2 costs. This gap between costs and MSP reiterates the relative disadvantages associated with the cultivation of Jowar and Cotton and relative advantages of cultivating Tur and Soybean. This would hold for Cotton even after taking into account that Maharashtra State Co-operative Cotton Growers Marketing Federation Limited (MSCCGMF) paid an additional Rs.500/- per quintal over and above the MSP in 2004-05.

1.28.4
Thus it may be seen that for the farmer the growing of cotton has become increasingly unproductive in Maharashtra.

1.29
Rural Credit Requirements 

1.29.1
Credit Requirements of Yavatmal 
Vidarbha Jan Andolan’s– Kishore Tiwari states   

“The district, along with four others in western Vidarbha's Amravati division, has witnessed most of the suicides. The money-spinner of yesteryears has become an unremunerative crop, with even once-progressive farmers with 20 to 40 acres balking at sowing another crop. Increasing cost of inputs, piling debts and dwindling incomes that have made repayment difficult are pushing the farmers over the brink.”

1. 29.2
Fresh crop loan to all farmers is only solution to stop suicide. Government of Maharashtra has announced that interest rate on crop loan will be reduced to 6% from existing 9%, but when only 5% farmers are taking loan for farming from bank, what is the use of this reduction, Kishore Tiwari asked.

 “In Vidarbha out of 3.2.million cotton growers, 2.8 million farmers are old defaulters of bank loans and not eligible for institutional credit.  Hence taking loan from private money lenders and falling in to the debt trap is inevitable for them. In order to stop this exploitation of Vidarbha farmers, it is must to provide them bank credit”.

1.30
Case study: Washim District

1.30.1
The issue of Rural credit and its availability for agricultural purposes has been analysed in greater detail in one district, Washim. It is found that of the 841771 population, there were 195543 account holders in Washim, 50357 were having less than 1 ha of land, 89521 had more than 2 ha of land. From above classification of Agriculturists it is clear that almost  50% of the Landholders in the Washim District are holding land which is economically not viable and can not become self sustainable. Therefore they have to depend on Agricultural crop credit every year.  The study shows that on an average the requirement of credit for agricultural purposes was at least Rs. 75 Crores per annum. With addition of other needs, including household needs the requirement increases to Rs. 150 Crores. Details, including particulars of credit owed by suicide families are at the Annexure R giving details of the Case Study of Washim.

1.30.2
The Fact Finding Team during its visit to various villages and districts found that over 95% of the farmers had been covered through institutional credit either through banks or rural cooperative societies. There are 823 Commercial Banks, 199 RRBs
, 709 DCCBs, 59 Other Banks. There are thus 1790 bank branches in total in the 11 Districts of Vidarbha. The Districts wise details of bank branches are at Table12.  The district wise details of outstanding deposits, advances, CD Ratio
, priority sector advances, direct finance to agriculture, advances to weaker sections and SC/ST are at Table 13.   Over time, particularly during the last 3-4 years, due to inability to pay back principal amount, most of the farmers are now in the list of defaulters.  Nonetheless, since the farmers are continuing in agriculture, their requirements of sustainable and productive occupation will continue to require adequate pre-crop sowing loans.  There is, therefore, an emergent need to review the credit package as it is currently available.   The operation of the defaulter list will continue to keep most of the farmers out of the frame of formal credit system.  The special package of the Chief Minister announced in December 2005 under formal Institutions only provides for moratorium of interest while the principal amount stays outstanding.  The issue regarding input dealers and credit available through them at exorbitant rates continues to stay a problem area as these are not registered/licensed dealers.  Despite the annual dispensation of 30% increase of credit availability by banks in rural areas for agriculture, as per existing policy, we will be unable to reach large number of distressed agriculturists.  To bring back the majority of these farmers to the formal credit system is an essential pre-requisite for amelioration of the current rural distress prevailing in the region. 

1.30.3
The overall outstanding credit figures at national level for agriculture are given in The Trends & Progress in bank credit 2004-05 (RBI) which shows that for agriculture the figures of outstanding credit have risen from Rs.73,518 crores in March 2003 to Rs.1,22,370 crores in March 2005 with a variation of 31.8% over the period 2003-04 to 2004-05.  Similarly, the State-wise distribution of deposit and credit of scheduled commercial banks in statements of 2004 and 2005 of RBI (from website data of RBI – www.rbi@org.in) indicates the credit figures of Rs.3,65,925 crores for Maharashtra as a whole (Team could not obtain immediately, the variations for Vidarbha).  However, since this would be through banks, it would not be relevant to the rural farmers as they were found to be covered more by cooperative banks than by commercial banks.  


1.30.4
Given the above figures, it would seem relevant to study the precise outstanding figures in the Vidarbha region.  In the absence of disaggregated data, the Team has made an estimation of outstanding from the case study data available from district Wasim.  Rs. 85 crores have been found to be an outstanding figure through different sources of formal credits in Wasim and if we multiply these figures by six affected districts, we would arrive at a figure of Rs. 510 crores outstanding debt  for the distressed region.  Gross farm credit requirement as indicated by the Chief Minister, Maharashtra is Rs.6000 crore, 20% of which in Vidarbha.   

1.31 Taking into account, the magnitude of requirement for credit in the region, the team has made several recommendations. 

1.32
Terms of Reference 3 pertains also to an analysis of the adequacy of the Special Package announced by Maharashtra Government in December 2005. Specifically it enjoins upon the Team: 

“to find out the factors leading to rural distress in Vidarbha region and to study the existing relief packages announced  by the State Government;”

The Special package announced by the State Government (copy of detailed package at Annexure-A) contains a few sound proposals regarding sharing of crop insurance premium, increasing flow of credit and rescheduling of loans.  Detailed discussion on the Special Package is at Section 5 (page 48).  The package is nonetheless unlikely to address some of the most important and perpetual problems causing distress to the farmers of the Vidarbha region.  It is silent on the issue of indebtedness, spurious seeds, exorbitant cost of seeds, transport of produce (cotton) to the Federation purchase points, delay in completion of irrigation projects, etc. There is also a need for integrated watershed development and cost effective water harvesting measures.(The State Government has now in 2006-07 included a water shed development programme for Yavatmal alone at Rs.100 crore annually. This is a good beginning). Any package ignoring these issues would be of limited advantage to the farmers.  State Government may consider following action points for inclusion in the Special package:

· Inclusion of public sector agencies in production and sale of Bt Cotton and strict measures to prevent the entry of spurious seeds in the market.

· Completion of pending irrigation projects on top priority and in a fixed time frame.  
· Implementing cost effective watershed development projects including rainwater harvesting.

· For credit requirements of farmers and for crop insurance specific suggestions are made at paragraph 33 above.

1.33
It may also be interesting to find out the reasons as to why farmers borrow from unlicensed money lenders at high interest rates despite existence of public sector credit institutions. This knowledge (feedback) should be used to revamp the functioning of credit institutions as far as loaning to the poor farmers of Vidarbha is concerned. 
1.34
There are other necessary recommendations which are summarized subsequently in the Report. 
1.35
 Summary of Findings under Rural Issues
1. 35.1 Miseries of cotton growers of Vidarbha


In the recent surveys conducted by Fact Finding Team in different districts, an array of problems related to cultivation and marketing of cotton were noticed, which are listed below:

· Exorbitant cost of Seeds:  The cost of Bt. cotton seed is one of the major factors affecting the cost of production and the cost benefit ratio.  One packet of MAHYCO is sold for sowing of 1 acre of land at Rs. 1650/-.  This one packet per acre is the recommendation for normal sowing in good irrigated conditions. However, one  packet is not sufficient for raising a rainfed crop because of narrow spacing.  Thus farmers have to either use more than 1 packet seed per acre for desired plant population or compromise with a poor crop stand resulting in lesser yield. According to AICCIP, Akola, a good crop stand in rainfed area would require 07(seven) packets of 450 gms seed per hectare.  
· Yield and economics of cotton under irrigated vs. un-irrigated areas:  Statistics clearly indicate scarcity of irrigation water is one of the major bottlenecks in achieving high productivity.  The state of Maharashtra with 4% area under irrigation has an average cotton productivity of 147 kg. per hectare.  On the other hand, average cotton productivity (lint) in the State of Punjab, Andhra Pradesh, Tamil Nadu and Karnataka is 366, 289, 295 and 202 kg per hectare respectively as 99.7, 18.1, 34.9 and 13.8 per cent of the cotton areas in these States respectively is irrigated.  Studies carried out by State Department of Maharashtra further reveal that the net returns under Bt. cotton are higher under irrigated conditions. 

· Farmers’ perceptions on Bt. Cotton versus other popular hybrids: As per the feedback of the field level officers in Maharashtra, although the performance of Bt. over its non-Bt counterparts is better  its performance as compared with other popular non-
Bt hybrids like (NCS-145) (Bunny), Ankur 651, Paras, Brahma is not better.  The feedback received from most of the farmers of the states is as follows: 

i) The average boll weight of MAHYCO BT cotton varieties is 300 gms/ 100 bolls i.e. three gm/boll which is low as compared to other non-Bt popular hybrids which gives 550 to 600 gms/100 bolls; 

ii) The staple length of the Bt Cotton varieties is also short and hence it fetches lower price in market compared with other popular  hybrids; 
iii) The Bt cotton variety shows more susceptibility to wilting under heavy rains compared to other popular varieties;
iv) There is no  mechanism to control the cost of Bt cotton seeds.  In this particular year, the cost of only 450 gm packet of Bt cotton seeds of MAHYCO is Rs. 1600/-. The Team felt that in rain-fed areas this does not give adequate return the MRTPC.

· Seed Banks: No seed banks exist.

· Spurious Seeds:  Due to higher cost of Bt cotton seeds and their better performance in different areas, the sale of spurious seeds by unauthorized agencies is very common.  The problem is more acute in remote areas, where farmers have no access to authorized seed sale agencies (outlets). 

· Lack of awareness: A recommended package of practices of Bt cotton cultivation is neither available to the farmers nor any such effort is visible on the part of the State Agriculture Department/ SAU to educate the farmers about cotton cultivation particularly benefits and possible risks of Bt cotton. 

· Ineffective Extension: As the performance of State (public) extension agencies is not satisfactory. The local input dealer is the only person to guide the farmers on seed, pesticide and fertilizer related matters.  The farmers are naturally misguided to spend more and follow inefficient input use practices, even Bt Cotton seed (sub standard?) is sold wityh the promise of complete resistance to pests and diseases whereas the farmers have to go for repeated spraying of pesticides (spurious?) to control pest infestation. 

· Poor Credit Facility: The credit institutions are either not adequate or too methodical (involving cumbersome procedures).  Hence, private money lenders are the major source of credit to the farmers.  Not only are the interest rates are exorbitant but farmers are also pressurised by the money lenders for timely repayment even under crop failure conditions.  The situation is further aggravated when these money-lenders become input dealers, who initially misguide the farmers to purchase sub-standard material on credit and then procure his produce at their own terms and conditions. 
· Poor market infrastructure: Inadequate road connectivity and market linkages in rural areas often lead to exploitation of farmers by the middleman procuring the produce at very low price.  The farmers have to sell their produce in village itself to meet their pressing family demands as also to repay the time-bound debts.
· Support price: Minimum support price for cotton is low in comparison to cost of production.  Monopoly procurement has been withdrawn suddenly leading to a sudden and massive shock to the farmers.
1.36
In the light of above points, it is apparent that the cultivation to market chain is not farmer friendly.  The least informed resource poor farmers therefore, succumb to the clutches of unending indebtedness and unemployment. 
1.36.1
The problems of citrus decline: 


For last several years, citrus orchards of Maharashtra, particularly those of Nagpur and Amravati region have suffered due to several biotic and abiotic reasons leading to degeneration of citrus plantation on the one hand and falling productivity on the other.  Two major reasons are identified for the same: 
· Inadequate moisture: Because of lack of irrigation facilities and also low rainfall the moisture content in soil profile particularly in affective root zones remain inadequate at active physiological stages (i.e. flowering and fruit setting) besides the lack of moisture to meet even routine requirements of crop survival increases the chances of wilting of the plantations either due to moisture stress or due to pathological infestations; 
· Physical disorders: physical disorders in the crops owing to neglect of balanced plant nutrition is another important constraint.  Deficiency of potash and micro nutrients like Zinc, Boran and Copper have emerged as significant nutritional problems for citrus in recent studies carried out by Central Institute of Citrus, Nagpur.  Unless these problems are appropriately addressed there is less hope of revival of citrus orchards. 
Due to heavy rains and hailstorms, there have been tremendous losses to farmers in the region affecting large hectares in the region. Relief is being made available by the Government as per existing norms. 

1.37
Recommendations 
1.37.1
Quality of Seeds and related issues

Strict quality control on Bt Cotton seed is a pre-requisite.  There is need to increase the number of players in cotton seed production so as to rationalize the cost of seed.  Public sector seed companies and R&D institutions should explore the possibilities of developing non-Bt strains of pest resistant hybrid cotton.  Only certified seeds should be allowed to be sold in the market that too only after its satisfactory performance as verified by local SAU on the basis of 3-5 years of field trials.  Existing legal provisions under Seeds Act, 1966 should be implemented vigorously to curb the entry of unauthorized seed traders in the market.  


Experiments in other States have indicated success in maintenance of quality of seeds by promoting farmers cooperatives / systems for ownership and stakeholdership in ginning mills and establishment of seed banks by farmers whereby the quality and quantity of the staples have been ensured.  These systems should be studied from other States and promoted in Vidarbha region.   

1.38
Improve Advisory and Extension
1.38.1
Farmer Advisory and Extension Services in the region were found to be extremely poor.  It should be immediately strengthened by positioning of adequate extension staff and capacity of the staff should be built up.  Farmers need to be well informed about the technological and risks factors of growing Bt cotton particularly in low productivity rainfed situations, its susceptibility to sucking type insects, market prospects, etc.  

1.38.2
There are good examples of enlisting private partnership in extension in States like Punjab.  The Ex-Agriculture Commissioner, Government of Maharashtra has also made strong recommendation for the involvement of NGOs and private sectors for extension and also in some cases to provide inputs and thus, avert the need for unprincipled input dealers. The State Government may work out appropriate PPP models for extension. 

1.39
Supplementary Irrigation
1.39.1
Vidarbha’s annual rainfall is 90 cm and is, therefore, known as an assured rain fed area.  There were poor rains in 2001-02 and 2002-03 and arrangements for supplementary irrigation would have been very useful.  The terrain in Vidarbha is uneven and there is high run off of water.  The soil is also shallow.  There is, thus, urgent need to provide for protection and integrated watershed development.  Further, due to lack of cooperation between the Forest and Irrigation Departments, the channels for irrigation in the canals for watershed are heavily silted.  This can be easily sorted out by working with the tributaries in such a manner that the canals do not choke up and reasonable watershed development can take place. Besides there are innumerable irrigation projects which are held up at the last mile.  Finishing these could benefit the farmers.  Clearances should be obtained and resources secured. 

1.40
Water Harvesting
1.40.1
Pragmatic programmes of water harvesting need to be implemented so as to enhance the possibility of raising a post cotton Rabi crop.  Banaskantha is a comparable area with Vidarbha in that it has arid characteristics like in Vidarbha.  The single supplementary irrigation in Banaskantha is obtained by buying the service through one large pump owned by another farmer.  The pricing structure is as follows:  Rs.400 to Rs.600 for the protective irrigation for each single picking, and same process is followed for the 8 to 9 pickings which are obtained by the farmers for the crop on an average.  The costing of one picking and one special irrigation is as follows.  Rs.1900/- is the price for picking and Rs.600/- is the maximum amount for water and another Rs.200/- can be deducted for picking charges.  A clear profit of Rs.1100/- is available on the average for every picking to the Banaskantha farmers per acre.  At least one supplementary irrigation should be ensured by mapping out likely partners for the season and engaging non-governmental assistance to forge the relationships in the initial years till a strong cooperative movement grows for pani Panchayat systems.  

1.40.1
Reduce use of Pesticides
1.40.1
Extensive use of pesticides seems to induce depression.  Therefore, safe and ​​​​​judicious use of it in cotton belt may be demonstrated and promoted.  

1.41
Farming System Approach 

1.41.1
The concept of farming system i.e. mixed farming involving appropriate mix of farm enterprises needs to be promoted on a campaign basis. 

1.42
Cotton Growers Federation
1.42.1
Small farmers’ cotton growers associations be promoted to empower them. Federating such associations at block / district level is strongly recommended.  Contract farming concepts should be promoted with private sector / NGOs so that risks can be shared.  Information and knowledge can be shared and a joint economic response is possible at the farm level.  

1.43
Improved Practices
1.43.1
To promote better farm practices for cotton, the need for harmonized production of bales so as to meet the technical parameters of good quality should be kept in mind.  In Gujarat, the TMC-I (research and seeds), TMC-II (production and marketing), TMC-III (Ginning) and TMC-IV (link with textile units) are functioning effectively.  All three TMCs (1, 2 & 3) work effectively and harmoniously and depend upon the farmers, who are shareholders in the cooperative ginning mills.  This leads to harmonized bale preparation, where the buyers have the confidence to procure the same quality.  The practice is to grow the same seeds in concentrated areas.  The difference in Maharashtra is that farmers have no confidence in one variety and follow the incorrect practice of sowing three different types of seeds at the same time on the fields.  This leads to non-harmonious quality in the bales prepared from their product and thus brings down the prices.  There is a positive role of cooperative ginning mills where the farmer is a shareholder and is able to ensure that the quality of all products is improved. 
1.45
Value Addition
1.45.1
End to end production with close tie up with textile mills needs to be taken up with missionary zeal in all cotton growing areas.  The relative advantages of setting up mills elsewhere due to infrastructure need to bridged so as to enable appropriate incentives for farmers to stay in the business of farming.  

1.46.1
Pricing Policies
1.46.1
The Monopoly Purchase prices adopted by Maharashtra were much higher than those of MSP and, subsequently, with the withdrawal of monopoly purchase the capacity to make a recovery by the farmers was eroded.  In other States, the farmers are protected by regular incomes and a constant pricing as against the fluctuating prices of Monopoly Purchasing schemes of Maharashtra which has led to acute erosion in the income of the farmers.  In all other States, the farmers get at least what is available at the MSP provisions, if not higher than that.  A consistent and economically justifiable policy which will give some reasonable level of assured support and purchase is necessary.  

1.47
Organic Farming
1.47.1
Organic farming along with its limitations of being successful only in large farms needs to be studied on ground situations with reference to cotton growing belt.  

1.48
Counseling
1.48.1
Counseling and information support to the affected families be extended engaging competent and professional NGOs so as to facilitate their continuing in farming. 
1.49
Credit 

1.49.1 As an immediate measure the current outstanding loans of farmers in the six severely affected districts may be waived. Mere restructuring will not provide any ray of hope as the farmers are not in a position to purchase seed for the forthcoming Kharif season. Years of neglect of the area in terms of little or inadequate extension has led to the farmers incapacity to make informed choices and in the present scenario of sharp market corrections and shocks like cessation of decades old practice of monopoly procurement has eroded their capacity to survive in a perceived hostile climate. Traditionally the farmers have been used to desi hybrids  cotton wand have had procurement year after year, with the added disadvantage of having enjoyed the ‘higher’ prices due to the higher rates of monopoly procurement. It is doubtful that farmers themselves have enjoyed the higher rates as it would appear that the benefit was in fact enjoyed by the traders who procured on behalf of the federation. Nonetheless they have had assured procurement to depend upon for decades. Sudden withdrawal has made it difficult for them to face the real world with reduced prices, and  incorrect choice of Bt Cotton. Either the Government of Maharashtra should revert to monopoly procurement, which would be an expensive decision for them, or the current outstanding loans, at least in the formal system should be written off. This may be around Rs. 500-600 crores as per estimations. With this the additional burden of Rs. 300/- crores expected to be borne by the Government of Maharashtra for subsidizing the banks for restructured loans  an restructured interest burden will reduce automatically. As such the outflow of cash will be less than Rs 400/- crores as an estimate. 

1.49.2
The actual quantum of informal debt owed to input dealers could not be finalized by the Team.  At the best, estimates can be drawn on the basis of loans taken over 3 transactions as brought out by IGIDR in its study in the Vidarbha region which gives a variation between Rs.24000 to Rs.34000 per transaction.  Each suicide family has taken an average of 3 transactions and thus the figure would range around Rs.1 lakh approximately for rural resource poor families.  However, discounting of the formal component of the debt will also be necessary from the above figures as brought out by IGIDR.  The other variations have already been given above and the Team would not like to put a figure to the amount of debt owed to informal channels.  The Team would like to strongly recommend and suggest that some measures of open public hearings may be conducted in the distressed districts to evaluate dealer by dealer, the money owed to them.  This will facilitate the Government coming to a decision regarding how to give a clean slate to these farmers for forthcoming Kharif season. 
1.49.3
While waiver has been recommended for outstanding debt in the formal system at paragraph above, an alternative could be to consider provision of seeds to the farmers in the 6 districts in Vidarbha through arrangements to be made by the State Government.  The distribution could be done by seed cooperatives / Seed Corporation / Seed Bank or any other method.  The average seed costs as taken into account by CACP in their calculation of cost of production is Rs.600/- per packet.  For each acre, 2 packets will be necessary in rainfed situation.  The number of farmers in Vidarbha in the 6 districts would be ranging between 14.7 lakh to 16 lakh as per estimates received from the State Government.  With an additional cost of Rs.200/- for distribution, the total cost of the packet of seeds would be Rs.800/-, thus leading to an amount of around Rs.250 crores approximately for 15 lakh farmers.  This should be a feasible option of support to the farmers for making available less expensive, but hybrid variety seed, thus ensuring that the farmers have their basic seeds available with them for forthcoming kharif season.  For their additional requirement for production, they would still need credit for pesticides and labour which should be organized by enhancing credit availability in the rural areas.  

1.49.4
The team considered the suggestion of Government of Maharashtra to involve NABARD as a facilitator for credit delivery through commercial banks, co-operative banks and societies. The present impediment of many of the societies having weak financial status should be overcome by a thorough overhaul and review of the system. The involvement of NABARD will ensure appropriate lending mechanisms being brought into play, thus enabling the cooperative societies to deliver credit to the rural population.

1.49.5 Since it would be operationally cumbersome for NABARD to monitor the activities of every cooperative banks/societies individually, a few nodal agencies should be identified from among the banks/societies. Such agencies would essentially be the larger of the entities having several smaller entities under their command area. NABARD would then be able to provide a line of credit to each nodal agency who would in turn distribute the line to the individual entities. NABARD would provide training in credit assessment, disbursal and recovery skills to the nodal agencies and would jointly scrutinize the loan applications with the agency. This would ensure that the credit appraisal and monitoring is done with the necessary level of expertise. 
1.49.6
Credit availability needs to be more even in its distribution. Systems in place do not encourage this. Mechanisms could be established with wide participation of farmers overseeing the loaning approvals.  This will ensure that the list of beneficiaries is transparent and inclusive.  A regular system of crop loans should be set up so that there is no reversal to earlier indebtedness.  NABARD through RRBs, commercial and cooperative banks should operate with provision for wide participation in the loaning process.

1.49.7
As a long term measure, the intervention of NABARD for making credit available to the farmers during the forthcoming Kharif season and thereafter should be attempted. NABARD may also help the co-operative banks and societies to improve their net worth. It is also essential that prudential norms and best practices are introduced in this sector and training centres are established for skill up gradation.
1.49.8
A system for setting up a jointly owned, Jointly Administered People’s Social Safety Fund needs to be considered.  This could be a Contributory Fund with equal contribution for funds from farmers and Government.  Government’s component for the Fund can be raised by levying a cess / tax on intermediate or finished cotton products.  This could be worked out by a Special Committee under Ministry of Finance.  The amounts could be used for welfare of the truly distressed.  This will avert suicidal situations as like in SHGs it should be possible to take loans for marriages etc.  Farmers contribution could be started as low as Rs.10 or Rs.50 per family as normal in SHG situations.  The system could be federated at Tehsil or District level with the SHGs of farmers being around 15-20 per group.  

1.49.9Ill-health leading to hospitalization has been noted as the second largest cause for rural indebtedness.  Ill-health necessitates immediate financial expenditure and also results in loss of earnings from works. There is a need to deliver cost effective health care packages to the farmers.  As the existing public health care facilities are inadequate and farmers invariably go for high cost private health care services, it is suggested that the State Government may take initiative in developing and implementing a public private partnership model in health care.  The Government of Maharashtra may implement a scheme similar to the ‘Yeshavini Cooperative Farmers Health Scheme’ of Government of Karnataka under which 85 hospitals were selected based on set criteria and package rates were negotiated and fixed for over 600 types of surgeries.  The package included all costs so as to provide for the beneficiary cashless surgical treatment.  Premium per person is total at Rs.25/- per month which was given as subsidy by the Government in the first year.  From the second year, the farmers’ contribution has been fixed at Rs.10/- per month. In Karnataka, 16 lakh farmers had enrolled as members in the first year. 
1.49.10 Similar initiatives of public private partnership in Gujarat in 6 identified backward parameter districts involve handing over of management of Government hospitals to private partners.  Here the existing costs under non-plan and plan continue to be provided by Government which private partner undertakes to  improve health delivering to BPL and with nominal use charges for APL.
1.49.11
Similar insurance cum savings scheme with a subsidy element needs to be developed to meet marriage expenses especially of girl children (with at least a 20 year duration).
1.50
Crop Insurance

1.50.1
Crop insurance has to be reorganized in a meaningful way.  It was found that small and marginal farmers were not getting the due benefit of National Agricultural Insurance Scheme (NAIS) as at present the Insurance Unit happens to be Taluka/Block rather than Village Panchayat.  The variability in crop yield at the village level gets neutralized at the block level, so the farmers get deprived of the benefits of Insurance Scheme.
1.50.2
The Department of Agriculture & Cooperation has proposed implementation of Modified NAIS, which, inter-alia, envisages village panchayat as unit of insurance.  As it involves huge outlay (Rs.8145 crores with 50% penetration), its implementation at the National level may be prohibitive. The detailed proposal in respect of modified NAIS is annexed as Annexure S. The Planning Commission, therefore, supports piloting the MNAIS in few States/districts having requisite data collection capability/infrastructure. In this context, the Team suggests that a few of the selected districts could be in Vidarbha region of Maharashtra
1.50.3
As at present data is not available on actuarial basis  which is essential for any successful Insurance initiative, it is suggested that the scheme may be piloted in a limited manner based on actual data of rain/weather and the insurance be linked to rainfall data of Vidarbha with provision for 20% drop in rainfall from usual of 90 cm as the basis of the insurance package on a trial basis. On successful implementation of the actuarial  data based trial insurance scheme the question of expansion to other causes for failure may be considered, and even then, on a further trial foe another three years .

1.50.4
The Team also recommends that if the production falls, due to less rainfall by more than 20% in a revenue village, then on the basis of Collector’s certificate, and the weather forecasts and actuals of rainfall, the equivalent amount of cash for the crop loss needs to be paid to the farmers. The extra premium for this should be part of this package. 

1.51     Recommendations for Citrus in Vidarbha
· Assuring some bare minimum irrigation at least during critical    physiological stages. 
· Soil and plant test based site specific nutrient management is the key to ensure judicious replenishment of plant nutrients.  The availability of fertilizer nutrients like NPK, Zn, B and Cu have to be ensured at input sale points. Equally important is to launch an awareness drive to educate farmers and also the extension machinery about the problems of citrus decline and their possible remedies.

� ( Source: State Income of Maharashtra , Directorate of Economics and Statistics, Mumbai 2005—On web)
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