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Executive Summary

(i)
Background


A Fact Finding Team had been constituted by the Planning Commission, at the behest of the Prime Minister, to study the situation regarding disparities in regional development, to recommend necessary measures for reducing regional disparities in Maharashtra, and for addressing the issue of rural distress, especially in the Vidarbha region.  


The Team led by Mrs. Adarsh Misra, Principal Adviser, Planning Commission, comprised senior Advisers from Planning Commission and members at the level of Joint Secretary from Ministry of Agriculture and Ministry of Rural Development, Government of Maharashtra and other co-opted members.  The Team conducted intensive field tours of all the six affected districts, namely, Yavatmal, Akola, Amravati, Wardha, Buldana and Washim in Nagpur and Amravati divisions in Maharashtra.  The visit of the Team had been well publicized in advance and timings had been given to concerned persons and public to meet the Team during the period of visit in March 2006.  The Team met innumerable individuals and delegations representing different political and interest groups.  


The Team also called upon and held detailed discussions with the officials of State of Maharashtra, with the Finance Minister, Chief Minister and with the Governor of Maharashtra. 


Innumerable memoranda were received and studied apart from the reports of Indira Gandhi Institute of Development Research (IGIDR), Mumbai, which had conducted a special study for the causes of suicides as commissioned by Government of Maharashtra.  The report brought out by YASHADA, a State Training Institute of Government of Maharashtra; the third and fourth reports of the National Commission on Farmers chaired by Dr. M.S. Swaminathan; and accessed data and other reports through the Government of Maharashtra and as available on the website for the data of Commission of Agricultural Costs & Prices (CACP) and Cotton Corporation of India (CCI) and T3echnology Mission for Cotton, RBI, etc.  
(ii)
Historical disregard of the Constitutional Provision for appropriate investment.


Visiting the six acutely distressed districts, namely, Wardha, Yavatmal, Akola, Buldhana, Washim and Amravati, the Team found astounding evidence of years of continued neglect of a region and its people.  Ironically, the area is protected by the Constitution of India under Article 371(2) which, essentially, enjoins a special responsibility upon the Governor and thereby the State Government to ensure that the State provides equitable treatment to the area after taking into account the requirements of the State as a whole. It would appear that with the Nagpur Agreement, 1953, followed by the passing of the Constitutional Ninth Amendment 1956, the problem of providing appropriate investment to this part of erstwhile Central Provinces has persisted since the very beginning. It is also apparent that the elected representatives in the State had, after a couple of decades of such neglect, recognized the difficulty in implementing the above said constitutional provision and passed unanimous resolutions in their 1982 sessions in both Houses of the State Legislature requesting the President of India to issue suitable orders to operationalise the constitutional provision under Article 371(2).  Thereafter, in 1994  the President of India was pleased to issue suitable orders giving the special responsibility to the Governor. Pursuant to the special orders of 1994, in the same year, the Governor issued the Development Boards for Vidarbha and Marathwada and rest of Maharashtra Order. This details the rules and methodology for allocation of development resources for irrigation and other identified sectors amongst the 3 regions. 

The Dandekar Committee on Backlogs which was set up in 1983 submitted its recommendations in 1984. These were not formally accepted by the State Government. A fresh Indicators and Backlog Committee was set up by the Governor of Maharashtra in 1995 which also presented its report in 9
 identified sectors, but no action was taken by the Government of Maharashtra or the Governor of Maharashtra till 2000 when for the first time an attempt was made to have the recommendations accepted by the Government and to peg the backlog at 1994 prices.  The delay in implementing the budgetary consequences of having willingly joined Vidarbha to Maharashtra in its very constitution as a State is by itself a measure of inadequacy of the intentions of the Government of Maharashtra over the past more than a decade.  The subsequent carrying of the directives of the Governor on the backlog allocations as an Annexure to the Annual Financial Statement has been followed by a weak implementation. It would not be incorrect to state that this lack of implementation in some of the major areas of development is possibly one of the major causes of the present acute distress faced in this region. 

The acute and continued neglect of the area is well evidenced even by the Human Development Index (HDI) of the State which shows that out of the 35 districts, 4 of the six highly distressed districts are uniformly among the lowest in the State.
 

Till date what the team has found is that the letter of the Constitution is now visible as Annexure to the Annual Statement of Accounts but the spirit to implement is still to be tested. The history of implementation of the allocations since 2000, when the first allocations were indicated, shows that  the State has traditionally  surrendered the provisions  for Vidarbha, while, paradoxically, bulk of the State’s power requirements are drawn from this region
. Even the need to provide energy for energisation of pump sets has not lead to a system of priortisation. While Nasik district alone has over 2 lakh pump sets, in Vidarbha the number can be equaled only by counting the total pump sets for 5 districts,. The difference is not in the water table but in the treatment. Another major area pertains to irrigation, where the region has only 4% area under irrigation compared to rest of Maharashtra with almost 20% irrigated area. One of the oft quoted reasons is the existence of large forest areas (56%) and deemed forests leading to difficulty in getting environmental clearances for the projects. The State has sent applications to Ministry of Environment and Forests, GOI with apparently little success.  Appropriate solutions like finding alternative lands for afforestation need to be found. Other reasons for non implementation as found by the team were shortage of qualified manpower, non delegation of powers at the regional level, and delay in sanctions at State level. There is an obvious lack of commitment in implementing any schemes under irrigation in Vidarbha.

As a result of the lack of implementation of the previous directives of the Governor, the remaining backlog as on March 31, 2005 is Rs.8238.94 crores at 1994 prices.  The remaining backlog would be Rs.14434.64 crores at 2003-04 prices.  
The Team has recommended that a time frame of 5 years may be fixed for removal of backlog; absorptive capacity of various sectors for incurring expenditure be improved; a strong monitoring mechanism be established for ensuring implementation; a non-lapsable budget head may be created for funds allocated by the Governor; the Annual Financial Statement may reflect both allocation and expenditure for the previous years so as to facilitate better monitoring.  The Team also felt that it was necessary to focus on overall perspective planning for the backward regions and emphasis on only removal of backlog should not be the only means of achieving the developmental needs of the region.

As terrorism has already more than a foothold in the region it is suggested that the State may consider treating this not in a compartmental manner but as an urgent signal for development. The team strongly recommends considered  measures be explored for ensuring that the commitment of funds in the Budget see the light of  actual implementation. In the first instance the team feels that a strong monitoring mechanism under the Chief Minister be put into place. This Committee should monitor the overall trend of expenditure, review the preparative steps for implementation and take decisions on any road blocks arising during implementation. The results of every quarter’s planning and implementation of the budgeted provisions should be closely monitored, at least quarterly, by the Governor and the Planning Commission.


Milestones be clearly developed and the relevant Departments should immediately be given delegations at regional level to enable quicker sanctioning and approvals. The Departments be enabled to get the works executed through  departmental or out sourced mechanisms so that identified milestones are achieved within given time schedules. 
The State Government may consider positioning an Administrator of the seniority of the Chief Secretary of the State to oversee the functioning of these delegated powers.

The State should strengthen the presence of different departments at the regional level. The team noted the posting of a senior and experienced Agricultural Commissioner as the Development Commissioner Amravati and feels this is a step in the right direction for finding appropriate solutions to the needs of strong advisory for the farmers.  

The Development Board of Vidarbha should be strengthened. Existing vacancies at different levels including the senior most should be filled urgently. The Board may be charged with the responsibility to oversee the works to be executed though the departmental or out sourced mechanisms so that identified milestones are achieved within given time schedules. The Board should report progress regularly to the State Government and to the Governor.

The following measures are also suggested: 

(iii)
Pegging of  backlog 

The backlog has to be pegged at Rs.8238.94 crore at 1993-94 prices and Rs. 14434.64 crore at 2003-04 prices.

(iv)
Time bound reduction of backlog

  A time frame of 5 years may be fixed for the removal of backlog taking   into consideration the overall resource position of the State and the absorptive capacity of various sectors for incurring expenditure.

(v)
Monitoring mechanism to be improved 

At the State level a high level committee under the Chairmanship of the  Finance Minister of the State may be set up to monitor on a quarterly basis the progress of expenditure in respect of allocations made by the Governor and submit a  report to the Governor and the Planning Commission.  The State Chief Secretary, Principal Secretary Planning, the Chairmen of the Statutory Development Boards and one MLA from the region concerned may be members of this high level committee.

(vi)
Allocations to become visible 

It is, therefore, necessary to show the allocations made by the Governor separately in the Financial Statement (Budget) under their respective development heads with details of actual expenditure and Revised Estimates for the previous two years as is being normally done for various heads of expenditures.  Similarly, the Summary Statement presently included in the Financial Statement showing the Board-wise distribution of allocations made by the Governor should also contain Actual Expenditure for the year preceding the previous year and Revised Estimates for the previous year.

(vii)
Earmarking of allocations both by State and Planning Commission
The State Government may indicate the allocations made by the Governor as earmarked outlays in the Annual Plans and the Planning Commission may in term earmark these outlays in the approval letters for the Annual Plan.  There will be a proportionate cut in normal central assistance if the State Government does not spend the earmarked allocations.

(viii)
Reporting

The State Government may include a separate chapter on regional imbalances, removal of backlog etc, in their Annual Plan documents with details of allocations and year wise progress of expenditure.  The Planning Commission may specifically take up the issues related to regional imbalances, backlog removal etc. in the Annual Plan review meetings.

(ix)
Suicides and action by the State

Suicide, an extreme expression of distress, has raised grave questions regarding not only the historical neglect of the region but also a philosophical question about the capacity of Governments to be of immediate service to people in such acute distress.   While the State Government of Maharashtra has announced a special package in its Assembly in December 2005 at Nagpur, the spate of suicides has continued unabated all through the middle of the last year bringing the number of suicides to over 500 by the middle of May 2006.  Maharashtra is not alone amongst various States to face this kind of a crisis.  It is reported by the officers of the State Government that in Yavatmal suicides have been occurring in previous years also. To look into the matter in greater detail the State commissioned various professional bodies to study the matter.  The State announced its package almost 7 months after the spate of suicides  started becoming a near hysterical epidemic expression of the distress of the farmers of the State. At present, however, the State is well organised, and acting almost on a war footing. It is sending teams of officers to visit and provide both economic and psychological counseling to all indebted families. This covers lakhs of farmers in the six districts. Unsubstantiated reports have also been heard regarding suicides from Marathwada also.

It is learnt from a study of past such cases in other States, that suicides have abated only with the announcements of assurances  of support price and procurement. The Punjab suicides in Sangrur and other districts are a case in example.  Although the crop was paddy, the severe and detrimental linkages to informal input and credit providers and consequential loss of face appears to have been the triggers. Switch over to commercial crop like cotton, lack of procurement on quality reasons or low realization of price and quantity and persistence by the informal input dealer to collect his debt with consequential loss of face to the farmer appear to be common strains in suicides across the country. In Karnataka, Andhra Pradesh and in Punjab legislative provisions exist to protect the farmer from having to pay more than the principal as interest. The abolishing of “kanthuvatt”i i.e. usurious interest to facilitate the farmers to get the loans at lesser rate of interest  of note, as too the strong punitive provisions in the Karnataka legislation backed with provision for  administrative action through the Head of the Zillah Panchayati Raj who is an administrator. In the Special package announced by the Government of Maharashtra all such debts from unlicensed money lenders have already been declared as null and void and the State has picked up the difference between any interest which is more than the principal. What is needed additionally, perhaps is a  system by which any action to pursue collection of debt by unlicensed money lender would be acted upon and the person would be made a public example of so as to act as deterrent to others.

(x)
Causes for rural distress in Vidarbha
The Team analyzed the various reasons for distress in the region.  The physical field tour had given ample evidence of distress due to lack of procurement of cotton, loss due to lower price realization, and low yield.  On a detailed analysis, the Team found that the area has a fair proportion of land under cotton.   Jowar and Tur are also grown.  Cotton had accrued in leaps and bounds in coverage of hectares earlier but the present trend shows a definite trend towards reduction in area under cotton in the selected districts and  a marked increase of area under Soyabean.  

The team considered the problems faced by the farmers under different crops and found that for Jowar and Tur, the problems were generally similar to the other regions of the country as the investment cycle and productivity cycle stay at little higher than that of subsistence level. This is essentially because the crops are not really commercial crops and the input outputs are well settled issues and price fluctuations have not disturbed the investment cycle. What has been found is that Jowar is in fact equally unproductive, like cotton,  as the cost of inputs and price realized are adverse. As regards Soyabean, where a significant switch over as diversification seems to be happening, the dependence on rainfall has not led to the same problems as in case of cotton. The price fluctuations in Soyabean are a factor in determining the area under this crop. The existence of ITC e- Choupals are likely to  become a significant positive event in the area. With these e- Choupals the farmers will be able to enter into hedging at the local level thus reducing the impact of international price fluctuations. More investment into such initiatives which eliminate the middleman will be of tremendous benefit to the farmers. Multi Commodity Exchanges should become a major programme in the area. 

In the case of cotton, however, the shock of drop in income due to a variety of reasons including cessation of procurement lead to an alarming perception of acute distress.  This found expression in the form of suicide in many cases.  The team found various reasons contributing for this distress.

(xi)
Distress in Cotton 

Cost of seeds and their quality and how this impinged on cost of production.

The flooding of the rural areas by open market input dealers for seeds, pesticides, etc. was another channel through which their distress was increased.  Although only 15% of the area was found to be under Bt cotton, nonetheless the team found that farmers had invested in seeds which were possibly spurious but also had , on checking, found to have had strains of Bt in them. Having switched to commercial and market economy of hybrids and new strains in cotton, the farmers appear to have been taken in by the promise of protection from bollworm disease and bought into a variety of seeds from input dealers giving out promises of high yield and protection from bollworm, hence an expectation of less expenditure on pesticides. Farmers therefore invested in Bt Cotton or other seeds promising the same results from input dealers with possibly spurious seeds offered at high prices. MAHYCO (Monsanto), a Bt Cotton seed of Monsanto was being sold at Rs 1600/- per packet of 450gms. The alternative seeds made available in different names were sold to farmers at Rs 1400-to Rs 1450 per packet of 450 gms seed. Added to this was the cost of additional packets, often another variety so that the fields could be fully filled. This led to, after picking and preparation of bales, a mixing of the different lengths of staple, thus leading to further lowering of prices actually received by the farmers. The State was aware of the problem and a strong regulatory action of seizing 1 crore suspected spurious seeds was taken. The spurious seeds samples and the results and reports were sent by the State to CICR
. State Regulatory action not withstanding, the farmer had already sown the filed and not having any alternative was the ultimate loser as even the expected procurement by the MSCCGF
  was not done. 

In fact the MAHYCO packet available at Rs.1600/- per packet is with a very high royalty.  The issue has already been taken up by Monopoly & Restrictive Trade Practices Commission (MRTPC) and recently it is learnt from newspapers that they have ordered that MAHYCO prices should be equivalent to the prices currently prevailing in China.  It is learnt that Monsanto have moved the Supreme Court to obtain relief from this order.  In comparison, seed packets of 450 gms are available in Gujarat at Rs 450/- to Rs 500/- per packet as what is in use is Navbharat, a locally developed strain.

.


Recommended package for free appropriate quality seeds
Given the conditions of severe stress prevailing in the region, the team strongly feels the need to recommend the distribution of 2 packets each per acre (for 2 hectare per farmer of 450 gms free seed packets, appropriate to the climate and soil to about 15 lakh farmers involved in cotton growing in the six districts under severe distress.
.  It is estimated that, with intense advisory as part of the package, the estimated cost would be around Rs 700/- Crores. This is a minimum and essential support package in view of the large number of suicides and the extreme distress by converting to a commercial crop, by stopping monopoly procurement and by the present adverse influencers of open market practices to which the farmers are not as yet used to.  In view of the very short period remaining for khariff sowing, the Team feels that in case seeds cannot be procured or market signals being given in time for the free seeds to reach the farmers, Govt. should provide any other inputs like fertilizer or pesticide within the cap of the package above. The Seed Corporation of India which caters to about half the requirements of seeds of the area can be the agency for distributing the free seeds.

Lack of advisory or extension and incorrect farm practices


There was an obvious lack of responsible advisory. This led to the wrong or uninformed choice by the farmers in adopting varieties of seeds which were not suitable for rainfed conditions, coupled with the last 3 years low rains in an otherwise assured rainfall area. The packets clearly carried the sticker that they were best under rainfed conditions, but the farmers did not pay heed to this as, the letters were small, the advisor was the input dealer and the State machinery did not take precautions or measures to warn the farmers. The yield became lower and questions regarding the genuineness of the seeds also became pertinent.  The study shows that while Bt cotton, in fact, does quite well in irrigated conditions, does not do as well in rainfed conditions.  Besides, it is found that use of pesticides continued to be high in rainfed conditions and as a preponderant number of farmers in Vidarbha are without irrigation, the problem became acute.  Even for the forthcoming season it is disturbing to share that there are no campaign wide plans for taking detailed advisory into the hinterland.
Further, it was found that the farm practices followed were questionable as there was ‘inadvertent’ mix up of different quality of seeds in an attempt to fully sow the land under cotton.  Farmers often used 1 packet of Bt cotton and an additional packet of Desi or other hybrid cotton.  This resulted in a quality of products which was not of high enough standards for good quality bales and thus the realization of prices was poor.  
The team strongly feels the need to have the State government more directly involved in the provision of appropriate advisory and extension, if     necessary by associating Agricultural Universities and other out sourced partners so that people are well aware of the various limitations of different options. The Team also felt it would be necessary to have adequate financial counseling built into the delivery mechanism so that farmers take appropriate decisions. 

Cost of production

The cost of production itself could not be finally settled by the Team.  However, based upon different sources of data like Akola University experiments, IGIDR data, data from Department of Economic & Statistics / CACP, the overall finding of the Team was that cotton has not been increasing in productivity in terms of realization or remunerative returns.  As per even the CACP cost of production data, the gross profit to the farmer was less than Rs.4-5000 per hectare. 

Promoting value addition
Given the fact that India is also exporting large quantities of cotton, and the relaxed regime for quotas in garment exports, and keeping in mind the extreme backwardness and low investment in the Vidarbha region, the Team strongly felt that end to end production for cotton should be promoted and value addition be done as close to the region as possible.  For this, the Team strongly recommended that suitable incentives should be provided for exemption from excise and income tax on the lines of Himachal Pradesh and Uttaranchal so that these six districts are given a special status and investment can be secured for down stream and backward linkages to reduce rural distress. Besides increasing the earnings to the people, this will also enforce a quality check on the farm practices for growing appropriate cotton.

Withdrawal of Monopoly Procurement 
The Team found that the immediate trigger of present distress was the sudden shock faced by the farmers due to the withdrawal of monopoly procurement which had been in vogue for the past over two decades. 
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.

IGIDR in its study states ”Over time, a plethora of problems were identified with the scheme. The bonus was converted to additional advance price that was also guaranteed.  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.”  Due to additional Rs.500/- paid by the Federation, there have been instances of cotton procurement from other States to Maharashtra.  This lead to further accumulation of losses.  Due to this, MCPS was relaxed and private traders and textile mills were allowed to buy from farmers directly in 2002-03 when prices were high.  Thereafter due to fresh fluctuations in cotton prices, MCPS had to be re-introduced.  

The Table below summarizes the MSP/Monopoly Procurement Prices  as obtained from the Government of Maharashtra:
 Procurement of cotton by State of Maharashtra

	Year
	MSP of GOI

(Rs. / Qtl.)
	Price declared by Govt. of Maharashtra

(Rs. / Qtl.)
	Procurement by Govt. of Maharashtra(*
)
	Remarks of GOM

why no monopoly procurement was undertaken
	Average Price received by farmer as reported by Govt. of Maharshtra(Rs./Qtl)

	1
	2
	3
	4
	5
	6

	2000-2001
	1,825
	2,300
	15.30
	
	1997.13

	2001-2002
	1,875
	2,300
	32.28
	
	1873.91

	2002-2003
	1,875 (+20)
**
	2,300
	04.98
	Mkt. Prices were high
	1949.33

	2003-2004
	1,925
	2,500 
	NIL
	Mkt. Prices were high
	2445.46

	2004-2005
	1,960
	2,500
	44.95
	
	2086.19

	2005-2006
	1,980
	1,980 
	03.75


$
	Mkt. Prices were high
	1910.00 XX



Unfortunately, despite more than three decades of monopoly procurement by the MSCCGF there appears to be only lost opportunities in terms of building close relationship with the farmers. Neither in the development of appropriate farm practices nor in pursuing the goals of good quality bales has the Federation stepped in to assist the farmers. Productivity did not improve nor did competitiveness. Procurement has largely stayed a business and that, too, often through middlemen acting on behalf of the farmers. When market prices fall the farmers need support. Assured procurement when the market fails at least at MSP is necessary. 


Procurement and Pricing

Procurement per se will stay an important life line for the farmers. The team firmly recommends that MSP
 should carry appropriate variation for the region, so that the price reflects the actual input costs and is not an estimated figure for the entire nation as at present. With this there should be a clear intention to buy at MSP if market prices fall below the same. Farmers should be aware of this policy and annual changes should not be made to the detriment of the farmers.
(xii)
The need for Water

Irrigation

The crying need of the area is for water. While it is true that the area is awaiting a favorable allocation under the Governor’s directives, the real ailment is also appropriate planning of projects which would benefit the most people. Many projects have been prepared and shelved for want of environmental clearance. Many claim to have capability of reaching water to lakhs of farmers. Priorities need to be developed for such projects as will reach the poorest farmers and the most backward farmers the earliest. At present even last mile projects have not been taken up. With Rs.10,600 crores needed for the balance on-going projects in the region, it was felt that prioritization should be adopted so as to ensure that those projects where only canal development remains to be completed are given high priority. For the current year the Finance Minister has indicated a list of projects which all under minor irrigation and can be taken up. The list of projects to be taken up for Vidarbha should be reviewed urgently and a time bound programme for the implementation of the full backlog  should be designed and put into implementation mode within the next six months, that is right after the monsoons.
The intention should be to reduce the backlog of development of this component within the foreseeable future, in any case the projects should be sanctioned and work should be started no later than the current financial year. Relevant clearances should be obtained from MOEF
 without further delay, and where necessary the intervention of the Apex Court should be sought.  The programme with time bound milestones should be placed in the public domain within the next three months so that people can be assured of the concern of the Government. The programme should be monitored by a Committee under the Chief Minister and be reviewed quarterly by the Governor. The team in its report has provided the material in the annexures to  the relevant chapter of the report.

Energisation of Pump sets

At present large pendency is reported in according approvals to pump sets for the region. It is essential that part from reducing the aggravated feelings of neglect the area is given its due share as per the Indicators and Backlog Committee report. Programmes involving participation in sharing of costs and benefits for maximum benefit to the people should be considered and implemented. A time bound programme should be prepared and placed in public domain so that people are aware of the time by when their demands are likely to be met. The Team also recommends that system for clearance of applications for energisation of pumps may be created in favour of reduction of massive backlog in Vidarbha.  This programme should be commenced upon within next few months and should be monitored by a mechanism which should be placed with the Chief Minister as Chairman. The programme should be reviewed quarterly by the Governor. 

Watershed development

The Team recommends large scale efforts for water harvesting and popularizing participatory  water harvesting and management measures so that at least one supplementary irrigation is available to the cotton crop.


The team found that the farmers have faced additional crisis due to use of  seeds meant for irrigated conditions; adverse cost of production; and  due to lower rains in an otherwise assured rainfall area. The team also found that, surprisingly, only a few attempts at bori-bund programme were visible by the roadside.  Comprehensive programme for development of harvesting structures or water shed programmes were not available. Obviously the essential input of water as a supplementary irrigation was not available to the farmer. Possibly, the manner in which the schemes for watershed development are being conducted have contributed to this deficiency. Possibly the reason could be found in the continuous pegging of the backlog in irrigation with no attempt at finding adequate and sufficient alternatives in the field. It is necessary to take up water shed development in a campaign mode with clearly set time schedules. Close participation of the people should be ensured. Participatory management techniques and systems should be encouraged. There should be wide dissemination of the advantages, the maintenance requirements and the need to build community strength for ensuring that there is adequate supervision and care for the continuance of the cleared out channels. Different sources have indicated to the team that the channels for watershed development are held up due to these getting silted in forest areas and that it is difficult to get environmental clearances for executing relevant works. 


The team felt it was desirable to have detailed micro plans prepared either with the supervision of the Development Board or through outside agencies so that time bound programmes for augmenting the availability of water can be put in place. Works should include the malgujari tanks which are communally owned and if repaired could give tremendous support to the farmers. The micro plans can be prepared simultaneously if work is outsourced. A strict time schedule for preparation and for involvement of people and also for obtaining relevant clearances should be followed. The plans and their implementation should be placed in the public domain for comments and for sharing of information and  should be monitored by a Committee to be set up under the Chief Minister and be reviewed quarterly by the Governor. The Planning Commission should also review at the time of Half yearly review and Annual Plan discussions. The plans and implementation strategies should be ready by the end of the current calendar year at the latest.


The Planning Commission should review the progress at the time of Half yearly review and Annual Plan discussions.

(xiii)
Credit


All the 11 districts of Vidarbha have a good banking network consisting of 823 commercial banks,  199 RRBs
, 709 DCCBs
 and 59 other banks adding up to a total of 1790 bank branches.  The total outstanding deposits and advances as on 31.03.2005 are Rs. 10,777 crore and Rs. 6,022 crore respectively.  The Credit Deposit Ratio is 68.8%.  The direct finances to agriculture is Rs. 2,449.76 crore as on 31.03.2005.  However, in spite of a good banking network, the farmers face a lot of problems in availing credit due to various reasons such as default of earlier loans,  existence of defunct co-operative banks, societies, etc.,


Credit availability is of crucial importance for this region. Admittedly, the lack of adequate credit is a problem in other areas too. However, this region has suffered on many counts and it would be appropriate to put into place mechanisms and a package to alleviate the special sufferings of people in the distressed six districts. Due to the fact that with switch over to commercial varieties of seeds, debts have accumulated over the last few years and very few in these districts are outside the defaulter lists. A case study of one district conducted in Washim District is part of the report as an annexure. This shows a very high volume of accounts holders, in fact more than the number of total family units of 5 for the population, and a very high figure for default. The heavy indebtedness among the cotton farmers is not only due to loans outstanding to formal system but also to informal system. The larger volume of loans appeared to be owed to the informal system, bulk of which comprised unlicensed money lenders or input dealers. 

The State has announced a special package which  is stated to have financial implications of over Rs.1000 crores. The package is unlikely to actually provide relief sought by  the farmers.  It has taken a significant step to announce all debt from unlicensed money lenders as null and void, has rescheduled the payment of the principal amount, has restructured outstanding crop loans up to Rs.25,000/- @ 9% interest rate, declared a moratorium for the first 2 years and announced concessional interest rate of 5% if restructured loan is paid on schedule and has opened a fresh credit line with a cap of Rs.25,000/- through the Kissan Credit Cards.  

While all loans from unlicensed money lenders have been declared as null and void, the problem is acute and will need some other solutions. As indicated earlier, while legislation exists in some states for dealing with this problem , and in the instance case a declaration has been made making  all such loans as null and void, nonetheless the issue of magnitude of loan,  the service which is provided by informal channels and the persistence with which the input dealer will return to his identified ‘market’  remains. The team, at this moment is unable, due to shortage of time and insufficient consultation, to suggest clear recommendations. It does however feel that the problem needs to be attended to systematically, particularly within the context of the fact that open market is here to stay, a service is provided and a cost is paid. Consumer protection mechanisms clearly need to be developed along with enablement of the farmer to use the same.

As the State package has declared all loans from unlicensed dealers as null and void, the essential aspect of a strong administrative deterrent for any actions by dealers to try and collect old dues need to be streamlined. For the immediate future for Vidarbha region the team can only suggest open public hearings at the level of Collector or his Deputy Collector authorized by him to identify the magnitude of the problem of credit owed to unlicensed as well as to licensed dealers so that the magnitude of the problem is identified and immediate  deterrent measures can be initiated. This will also ensure that farmers feel the protection of the government machinery and do not face perpetual loss of face on this issue leading to suicides. The issue is sensitive to farmers and will need very delicate handling. This forum should become a permanent feature till such time that rural resource poor credit problems have been systemically resolved. In the meantime this forum should be authorized to undertake grievance redressal on a case to case basis. Legislative backing for the long run needs to be strengthened. The team has also made recommendations regarding establishment of wide network of Farmers Self Help Groups and creation of a Jointly Administered and funded Account to tide the farmer over such immediate distress.


In practical terms, farmers, who are now into the commercial crop of cotton will need high amount of credit for both fertilizers and pesticides apart from the input cost for seeds while they will have a cap of Rs.25,000/- to contend with, as per the package. Firstly, due to the cap in the package, no other activity than  farming will have a line of credit available for the next some years.  The declaration of all other debts as null and void would mean that few input dealers would be on the scene for the next forthcoming season at least.  What alternative mechanisms are proposed by the State Government for provision of seeds and other inputs is still a big question mark.  


The Team strongly felt that the list of defaulters being very large, it is important to bring farmers back to the formal credit system as expeditiously as possible.  Banks have a big role to discharge direct lending in the area. While the defaulter list can be handled with a waiver which will be to the tune of at least Rs 300 crores (based upon averaging of the figures from one district, namely, Washim. After adjusting for funds allocated for restructuring the interest component of the special package of Maharashtra of December 2005, it is expected that the amount will be approx. Rs.300 crores) banks have also to be ready to step forward to help the people. The State and District Coordination and Planning Committees for banks should take note of the issues involved and adopt practices which are promotive and not negative right at the time of getting the application from an ex defaulter. The administrative machinery from agriculture department should take up information dissemination amongst the bankers.


Government should also consider providing back ended subsides to the banks. Lead banks should  play an active role in otherwise likely to rejected as risky applications. De risking can be best achieved by a back ended subsidy. Appropriate assistance should be provided by the State Government in regard to this, if necessary, with dialogue with RBI of India.
 


As cooperative structure in the region is very weak and most of the cooperative banks / societies are stated to have their net-worth eroded, the Team recommend the intervention of NABARD
 for strengthening the cooperative system. The team recognizes that this is an unconventional step and that NABARD is usually involved only in refinancing only, and that special dispensation would need to be made by RBI for direct lending to identified nodal agencies., the team nonetheless feels that involvement of NABARD is desirable given the current level of weak credit availability due to lending procedure. 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. Prudential norms could then be introduced to develop the functioning of the societies. The team recommends that the Government of Maharashtra enter into dialogue with NABARD and RBI for this purpose. 

(xiv)
 Recapturing main recommendations

Short Term and Immediate   (Immediate to one year)
Distribution of appropriate seeds

Provide free seeds to every farmer in affected districts @ 2 packets per acre for 2 hectares, that is 5 acres @ approximately Rs 450/- per packet for the forthcoming kharif season this year, the expected cost for the region being approx. Rs.700/- crores for 15 lakh farmers, including intense advisory and extension to be undertaken by the Government. Procurement to be either by Government or with outsourcing under technical supervision. The time for kharif being very near, an urgent implementation for timely sowing will be necessary.  In view of the very short period remaining for khariff sowing, the Team feels that in case seeds cannot be procured or market signals being given in time for the free seeds to reach the farmers, Govt. should provide any other inputs like fertilizer or pesticide within the cap of the package above. The Seed Corporation of India which caters to about half the requirements of seeds of the area can be the agency for distributing the free seeds.

Advisory and Extension

While it is recommended that advisory be carried out in campaign mode under distribution of seeds as above, it is necessary to design and implement advisory for improved farm practices and appropriate informed decisions regarding pesticides, fertilizer, supplementary irrigation by harvesting rain Water, maintaining quality of product.

Waiver of  Institutional  credit

Waive all institutional credits owed by the farmers in affected districts of Vidarbha region.  After adjusting for funds allocated for restructuring the interest component of the special package of Maharashtra of December 2005, it is expected that the amount will be approx. Rs.300/- crores.

Disciplining  unlicensed money lenders

Public hearings to be organized and conducted intensely in the distressed districts to evaluate dealer by dealer the money owed to them covering both principal and interest.  This will ensure that presence of Government is firmly established in the minds of the people, grievance redressal is taken up, and the fear of loss of face in public is given a different cast thus reducing the chances of further suicides.  Additionally, legislative measures should be strengthened on the pattern of Karnataka, Andhra Pradesh and Punjab be considered. The implementation of such provisions be taken up seriously so that examples are made with adequate publicity thus assisting the cause of protection of the farmers

Streamline Institutional credit flow
Increase the flow of credit from commercial banks; provide suitable de risking of banks  with back ended subsidies for taking up loan applications from ex-defaulters. Lead banks to take up the issue of increased direct lending urgently. NABARD to be requested to consider reopening a direct lending line of credit for nodal agencies of cooperative society banks along with measures for introduction of prudential norms and discipline.

Water harvesting and conservation

To ensure this year’s monsoon water is conserved, watershed development and rainwater harvesting structures (eg. Check dams) need to be put in place.  Existing Malgujari tanks need to be renovated and restored and projects where only canal development remains incomplete need to be taken up urgently.  Participatory water sharing and management systems may be introduced. Co-operation of Agricultural Universities and their students may be enlisted for implementation of such programmes during the immediate season.

Backlog and its implementation issues
A non-lapsable budget head may be created for the funds allocated by the Governor for backlog removal and for the equitable distribution of resources among the different regions.
The backlog has to be pegged at Rs.8238.94 crore at 1993-94 prices and Rs14434.64 crore at 2003-04 prices.

A time frame of 5 years may be fixed for the removal of backlog taking   into consideration the overall resource position of the State and the absorptive capacity of various sectors for incurring expenditure.

The mechanism for monitoring the progress of expenditure needs to be strengthened.  At the State level a high level committee under the Chairmanship of the State Finance Minister may be set up to monitor on a quarterly basis the progress of expenditure in respect of allocations made by the Governor and submit a report to the Governor and the Planning Commission.  The State Chief Secretary, Principal Secretary Planning, the Chairmen of the Statutory Development Boards and one MLA from the region concerned may be members of this high level committee.


Committees be set up for finalizing administrative actions for delegating funds to the regional level under different departments 
Time lines and mile stones for implementation of the identified 9 sectors be established and action for quarterly monitoring by the Chief Minister and the Governor be completed.

Lists of pending applications for agricultural pump sets from Vidarbha region be scheduled for clearance an the time schedule be laid out and shared in h public domain.

Irrigation Backlog

Irrigation, which is a major emotive issue in the area, must be given due emphasis.  Apart from the money which is due to Vidarbha region under backlog in irrigation, emphasis needs to be placed on completion of on-going projects.  The current difficulties being faced due to ‘Juddupi jungle’, the degraded forest, need to be resolved on a war footing.  State Government should apply to Ministry of Environment and Forests (MOEF) / Forest Advisory Committee for providing alternate land for forestation immediately. 

Prioritization of irrigation projects in consultation with the Development Boards and the local administration be completed by a committee under the Chief Secretary.

Dedicated Feeder line for separate agriculture requirement be implemented.

The Development Board of Vidarbha should be strengthened. Existing vacancies at different levels including the senior most should be filled urgently. The Board may be charged with the responsibility to oversee the works to be executed though the departmental or out sourced mechanisms so that identified milestones are achieved within given time schedules. The Board should report progress regularly to the State Government and to the Governor.

Intermediate Measures  ( Within two years)

Regional Development Plans

While the efforts towards liquidating the identified backlog should continue vigorously, there is a need to prepare detailed regional development plans for each of the regions of the State, based on the local resources and the felt needs of the people.  The available resources should be pooled together to address the development needs of the region.
Allocations to become visible 

It is, necessary to show the allocations made by the Governor separately in the Financial Statement (Budget) under their respective development heads with details of actual expenditure and Revised Estimates for the previous two years as is being normally done for various heads of expenditures.  Similarly, the Summary Statement presently included in the Financial Statement showing the Board-wise distribution of allocations made by the Governor should also contain Actual Expenditure for the year preceding the previous year and Revised Estimates for the previous year.

Earmarking of allocations both by State and Planning Commission
The State Government may indicate the allocations made by the Governor as earmarked outlays in the Annual Plans and the Planning Commission may in term earmark these outlays in the approval letters for the Annual Plan.  There will be a proportionate cut in normal central assistance if the State Government does not spend the earmarked allocations.

Reporting

The State Government may include a separate chapter on regional imbalances, removal of backlog etc, in their Annual Plan documents with details of allocations and year wise progress of expenditure.  The Planning Commission may specifically take up the issues related to regional imbalances, backlog removal etc. in the Annual Plan review meetings.

Pilot organic farming with a view to achieving self-sufficiency and sustainable farming. 

Consumer Protection movements and systems

Serious efforts should be madfe to create appropriate consumer protection measures and systems as without theses the farmers will be without any recourse in open market conditions.

Long Term Measures
Procurement and Pricing

It is recommended that an additional provision be made under National MSP (as in the case of drought prone areas) for such areas where farmers’ resource base is already severely eroded.  In such cases, it would also be desirable to have a back-up effort of arrangements for procurement. There should be a clear intention to buy at MSP if market prices fall below the same.

Value Addition of cotton

Restructure the sub components of Technology Mission on Cotton to ensure end to end production with close linkages with textile mills coupled with incentives for investment by private sector, if possible, in the Vidarbha region.  Experimentation with public private partnership with private sector  textile mills should be encouraged. 

Empowerment of Framer growers
Apart from promoting Cotton Growers Federation for increased empowerment and improved information and knowledge and economic response capacity building, such forum may also be used for bringing transparency into overseeing loan approvals.  

Contributory Fund and Self Help Groups

Jointly administered people’s social safety funds to be set up as a contributory fund with farmers SHGs being federated at Tehsil or Block levels.  

Crop Insurance

Crop insurance based upon weather should be expanded to cover all districts under distress.  The Team 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. 
� Irrigation, Energy, Energisation of Pump sets, General Education including  Technical Education,  Public Health, Roads, Urban Water Supply, Conservation, Veterinary Services.


� Washim 31; Yavatmal 33; Wardha 15; Amravati 16; Akola 27; Buldana 20; Nagpur 5; Bhandara 19; Gondia 21; Chandrapur 26; Gadchiroli 34


� Koredi, Paras, Chandrapur, Kappesera power projects


� Further dwelt on in para 9.3 of this summary.


� CICR- Central Institute for Cotton Research, Nagpur


� MSCCGF -Maharashtra State Cooperative Cotton Growers Federation


� The seed had some earlier patent questions, but is at present in circulation through farmers seed banks.


� Calculation premise: 1 farmer x 2.5 acres x 2x  ha x2 packets seed @ Rs 450 per packet( Rs 900 per p farmer per acres x 5 acres= 4500 per farmer x 1500000 farmers=6750000000, ie Rs 675 Crores


� Lakh Bales. ( Each Bale is produced from 170 k.g.)


� Special relief for drought area.


� Sudden drop in Monopoly Procurement Prices of GOM is stated to be due to high market  prices. However, the Fact Finding Team found that there were internal reasons for not 	proceeding with Monopoly Procurement any further due to high losses in Maharashtra State Cooperative Cotton Growers Federation (MSCCGF).





� Average price received by farmers at doorstep would be less than the Monopoly Procurement 	Prices due to purchase by intermediaries.  As regards 2005-06 was concerned, the price reported by farmers was Rs.1500/- to Rs.1700/- per quintal.


� Minimum Support Price


� Ministry of Environment and Forests , Govt. of India


� Regional Rural Banks


� District Central Cooperative Banks


� Reserve Bank of India


� NABARD- National Bank for Agricultural  and Rural Development 
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