Creating the right ‘market connect’ for boost-
ing farm incomes
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""Moving agriculture from State to Concurrent list can produce gains similar
to that from GST."

Business 101 lessons, whether for a start-up or multibillion dollar multinational, begin with a discussion
on the “market”. But somewhere along the line, this basic aspect was forgotten vis-a-vis the farmer, who is also a
businessman. The obsession with increasing production and keeping consumer prices under check meant that the
criticality of marketing of farm produce.was ignered. An. exception probably.was when Verghese Kurien started
Amul, by first fixing the market and; then, building up milk supplies. Even during the Green Revolution, the gov-
ernment undertook a procurement programme only for.wheéatand rice in some pockets of the country at an assured
price. For everything else,farmersthad to fend for themselves. Much damage was done to the viability of their
business activity, which/also _cascies all the risks‘associated with uncertainties in weather and the global commod-
ity cycle.

It must be mentioned that the Indian farmer has not'been found,wanting when consumption patterns have

significantly shifted in favour of protein-rich foods (dairy, poultcy and fisheries) or fruits arid vegetables. The sup-

ply response from their end has been impressive, but with n@ assurance of adequate A 1 factors have

to meet urgent cash requirements, and so of.

It’s only now — when “farmer incomes™and not “ouftp
receiving due attention. In the last few years, the governme initi easures for providing better linkages
and reducing risks for the farmer-Some-of the importantones.are:

'eNAM: The government has created an electronic'matidnal agriculture market (eNAM) to connect all
regulated wholesale produce markets throug ding portal. Its effectiveness is, however, dependent

on the participation of traders from these mandis,fwho would obviously resist any initiative that lessens their price-

setting power.

* Farmer producer organisations (FP@s): Creation of FPOs provides better bargaining power to farmers
through aggregation and standardisation of their produce, leading to better realisations. But FPOs have been a
mixed bag so far, as they often lack management bandwidth.

'Risk management: Crop Insurance schemes offer protection to farmers against weather risks. Also, the
premium in the Pradhan Mantri Fasal Bima Yojana is largely borne by the Government. While still a work in prog-
ress, it is a more comprehensive and farmer-friendly scheme than any other one previously rolled out.

Addressing the challenges of the “market” is complex, yet doable. Some of the measures one would like

to see are:
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'Increase the number of markets: The Dalwai Committee has estimated that India needs at least 30,000
farm produce markets, as against the approximately 6,500 now. We need to come up with a “mini-market” concept
to bridge this wide gap. These can be similar to the collection points in the dairy or sugar industries, which can be
linked to the main mandis digitally. With ubiquitous electronic communication and reliable rural roads, they can
become viable hubs for economic activity and employment generation.

* Demand vs supply: The root cause of price volatility is the uncontrolled cycles of excesses and shortages.
Price projections in a particular commodity are often made based on previous years’ trends that may not hold true,
leading to excess or low plantings. The government should promote a mechanism that provides real-time guid-
ance to farmers on the choice and management of their crops. This could be based on satellite imagery and ground
reports, followed by suitable advisories before and after planting. AgTech startups should be roped in for this job,
initially to undertake pilots and then scaling it up.

"Warehouse receipt financing: This mechanism needs integration with the mandis, so that farmers faced
with low harvest-time realisations can store their crop with accredited warehouses and raise funds, even as they
wait for prices to go up. Such a facility should be made widely available, including for small and marginal farmers.
Currently, utilisation of warehouse receipt.financing is limited due to inadequate awareness and complexity of the
schemes on offer.

'Producer consolidation+Consolidation of small andsfiagmented farms into more viable holdings will im-
prove producers’ access to finance and quality inputs, besides enabling better price realisations. One way to do is by
encouraging long-term land leasing or eonsolidation, while at'the same time providing suitable legal protection to
landowners. This will/ingéntivise' much-needed investments in land development/ improvement and farm mecha-
nisation.

'Ease of doing agriculture: The narrative of “case of deing/business” is'necessary .as much for agriculture
as other businesses. Removal of restrictions on movement ofyproduce, stockholding, pficingg@nd adoption of new
technologies are areas that need to _be urgently addressed. The Essential Commedities Aet sheuld go, conceived
as it was during jan era of shortages. Today, with*huge buffer'stocks and import optiens, this law has outlived its
relevance.

To have any meaningful impact, the'abeve proposed m€asufes must.be taken up in parallel rather than se-
quentially. Also, theré.can no better opportune moment.than ip‘the first 100-days period of this government.

Finally, almost all discussions centered-around agriculture-are-prefaced by a comment that “agriculture”
is a state subject under List II in the Seventh Schedul€ of Asticle 246 of the Constitution. But so were “education”
and “forests” prior to the 42nd amendment in 1976, whemsthey were transferred to List III of the Constitution. The
experience of that shift, from the state to cehcurrentilistyshas been positive, just as the Constitutional amendments
for the introduction of goods and services tax (@S] in recent times. The need for reclassifying agriculture in the
concurrent list is imperative, though it must be’handled with utmost sensitivity while not being seen as stepping
on the states’ authority. Given the current mandate at the Centre, a consultative process should be initiated to get
the states’ buy-in, by offering carrots (no sticks), and bringing in the necessary legislative changes. During the last
government, the Constitution was amended and also a GST Council, representing both the Centre and the states,
got created. The then finance minister Arun Jaitley was, then, able to skillfully navigate a complex subject through
this mechanism. There’s no reason why a similar framework cannot be created for a crucial area impinging the

livelihoods of nearly half of the country’s population.
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Constitution of the Committee to

What is it?

= Recently, Prime Minister Narendra Modi formed a
high-authority committee of chief ministers on Monday
to increase the income of farmers and bring about the
change in the agriculture sector.

o This committee will suggest ways to implement
reforms in the agricultural sector and its timely
implementation. The convenor of the committee
will be the Chief Minister of Maharashtra, Devendra
Fadnavis.

@ According to an official release, the committee
will discuss measures to bring about changes in the
agriculture sector along with increasing the income
of the farmers. The committee will submit its report
within two months.

Committee members

@ In the high authority committee, Karnataka Chief
Minister HD Kumaraswamy, Manohar Lal of Haryana,
Chief Minister of Arunachal Pradesh Pema Khandu,
Gujarat Chief Minister Vijay Rupani, Uttar Pradesh
Chief Minister Yogi Adityanath, Madhya Pradesh Chief
Minister Kamal Nath besides Central Agriculture,
Rural Development and Panchayati Raj Minister

Narendra Singh Tomar will be members.

GS World Team...

o Ramesh Chand, member of the NITI Aayog, has
been made its member secretary.

Committee will suggest in these areas

o The areas suggested by the committee include the
Agriculture Produce and Livestock Marketing
(Promotion and Assistance) Act, 2017 (APLM Law),
Agricultural Produce and Livestock Contracting
Agriculture and Services (Promotion and Assistance)
Act, 2018.

o Apart from this, the committee will also review the
various provisions of the Essential Commodities
Act (ECA) 1955 and suggest changes in ECA to
attract private investment in agricultural marketing
and infrastructure sector.

o In addition, the committee will also suggest to
increase agricultural exports, to accelerate food
processing, to attract investment in modern market
infrastructure, value chain and logistics.

o According to the released, paper the committee
will also suggest measures for linking market,
reforms of e-NAM (National Agricultural Market)
and other relevant sponsored schemes.

o Apart from this, the committee will also suggest
improving agricultural technology and ensuring
availability of superior quality seeds, agricultural

equipment etc. to the farmers.
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Consider the following statements regarding e-NAM-

1. Itis an online portal where farmers can contact the buyers of its product from any corner of the
country.

2. This initiative will protect the interests of buyers also along with farmers.

Which of the above statement is /are correct?

(a) Only 1 (b) Only?2

(c) Both 1 and 2 (d) Neither 1 nor 2

Expected Questions (Mains Exams)

Q. Discuss the main steps taken by the government to make the agriculture products market ready.
(250 Words)

Note: Answer of Prelims Expected Question given on 3 July. is 1(d). )
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