Special package 
of Government of Maharashtra 


2.1
The main components of the package announced by the State Govt. on a pilot basis which are applicable to the 6 districts of Vidarbha, namely, Yavatmal, Amravati, Akola, Buldana, Washim and Wardha are the following: 

· Farmers would not be required to repay the loans and interest thereon advanced to them by non-licensed money lenders.

· Wherever input dealer has provided inputs like seeds, fertilizers and pesticides on credit, they would be allowed to charge interest at the rate at which the concerned District Central Cooperative Bank gives crop loan to the farmers.

· All outstanding crop loans upto a limit of Rs.25,000 will be rescheduled in theses districts.

· The interest on this outstanding loans will be written off and Government will pay Rs.61 crore to the concerned Cooperative Bank for this purpose. 

· The principal amount of Rs.203 crore will be rescheduled over a period of next five years. There will be a moratorium on repayment for the first two years and then the principal will have to be paid in three equal installments.

· The rescheduled loans will bear an interest of 9%. The difference between the original interest rate and 9% will be paid by Government.

· If such loan is paid as and when due, there will be an interest concession of 4% which means the farmers would be charged only 5% for this rescheduled loans if the payment is made in time.

· If any farmer is willing to pay during the moratorium period, he will get further interest concession of 2% which means he will have to pay an interest of 3% only.

· This concession would be applicable to crop loans outstanding in the name of the farmers for loans taken from cooperative as well as nationalized banks.

· Once the outstanding loans are rescheduled, the farmers would become eligible for a fresh loan.

· Government has decided to make all farmers (big and small) eligible for credit limit of Rs.25,000 from the Banks through Kissan Credit Card at the rate of 9%. The difference between 9% and actual rate, if any, will be borne by the Government.

· Framers would be free to draw from this limit any amount anytime as per his requirement and interest would be charged only on the amount actually drawn and only from that moment and not on the whole amount for the whole period.

· If such loans are repaid in time, a farmer would get interest rebate of 4% which means he will have to pay interest at the rate of 5% only.
· For this loan, farmers would not be required to give collateral security.

· The State Government intends to encourage formation of Farmers’ Self-help Groups. They would be eligible to receive loan directly from the bank’s branch, multi agency approach would be adopted to increase the number of players, bring in competition and make crop loan available to farmers to the extent required at affordable interest rate.

· No farmer who has taken a loan from cooperative bank would be required pay the interest more than the principal.

2.2
Comments
2.2.1
The financial package formulated by the State includes reduction of interest rates in some cases to 5 per cent and in some cases to even 3 per cent.  However, such low interest rates have been restricted to an amount of Rs. 25,000/- only and have been proposed as an incentive for repayment of the loans.  The problem of credit to the farmers pertains mainly to its availability from the institutional sources like cooperative societies, commercial banks and regional rural banks at low interest rates. Therefore, the State needs to carefully consider whether it would be able to expand access of credit to all the farmers at the low interest rates that it has envisaged in the financial package. 

2.2.2
Since these steps/package have been conceived in view of the farmers suicides, there is a need to supplement these short term measures with some medium and long term steps to raise the farmers incomes. National Commission on Farmers, headed by Dr. M.S. Swaminathan in its second report titled ‘Serving Farmers and Saving Farming-Crisis to Confidence’, has noted the importance of quality control in input supply with reference to Yavatmal District of Maharashtra at page 15 of the report. The State Government should take effective steps to check the sale of spurious inputs like pesticides and low quality seeds. The National Commission on Farmers in its second report has also suggested setting up ‘Hope Generation Teams’ of young students in agricultural and animal sciences universities who could stay in the distress villages during vacations and extend both technical and psychological support. The State may like to consider this suggestion of the Commission. 

2.2.3
The package does not 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. Inclusion of public sector agencies in production and sale of hybrid Cotton and strict measures to prevent the entry of spurious seeds in the market is essential.

2.2.4
Large scale efforts for water harvesting, popularizing cost effective water harvesting measures are also required to protect the farmers from drought related problems. Besides, cotton being a major crop the need for water is paramount for at least one supplementary irrigation. 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. Completion of pending irrigation projects on top priority should be considered in a fixed time frame.  
2.2.5
For credit requirements of farmers and for crop insurance specific suggestions are made at paragraph 4.28.1 above.

2.2.6
Although the Central Government has taken several steps to protect the farmers from the international price falls, there are certain local factors such as inadequacy of marketing, storage and post harvest infrastructure as well as inefficient functioning of the markets which lead to price distortion against the farmers. These issues are required to be attended by the State and local authorities. 

2.2.7
Another important issue for saving the farmers from the distress relate to raising their income levels and controlling their social spending.  Steps may be taken to diversify the sources of farmers’ income by encouraging animal husbandry, horticulture and other non-farm activities for rural employment generation. 
2.2.8
Social campaigns and educational efforts with the involvement of NGOs, farmers groups/ associations etc. can go a long way in controlling wasteful, many a time competitive, expenditure on social ceremonies like marriages etc.

2.2.9
The above measures, if implemented properly, will definitely go a long way in reducing the debt burden being faced by the farmers. However, these measures which mainly address the issues of credit, have to be supplemented by other long term measures such as enhanced public investment in irrigation, rural infrastructure, health, education including technical education, infrastructure for agricultural processing and marketing etc.
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