
Ensuring Income Security for Farmers 

The economic policies adopted by the Governments regarding agriculture have not improved the 

economic status of farmers; hence ‘vibrant village economies’ have remained only in dreams.  The 

increasing impoverishment of farming had a cascading effect on increase in the numbers of rural poor, 

lower incomes to agriculture workers, food and nutritional insecurity, and distress migration to join the 

ranks of urban poor. Various government policies including the agricultural pricing and food security 

policies have neglected the fact that a large population in this country is directly involved in food 

production; pricing policies keeping only consumers and industry in focus have led to serious problems 

for the producers. Policies targeting the poor as mere consumers to be ensured cheap goods undermine 

the livelihoods of rural producers who ironically constitute a majority of the nation’s poor.  

The National Farmers’ Commission stated, “Progress in agriculture should be measured by the growth 

rate in the net income of farm families... moving away from an attitude which measures progress only in 

millions of tonnes of food-grains and other farm commodities.”1 

Governments continue to talk about their support to agriculture in terms of how many thousand crores 

have been spent on subsidies or loan waivers, but with no assessment of how far the policies are 

improving the economic status and farmers' incomes. The real incomes of farmers have stagnated, with 

the average being Rs.1650 per family per month as per the NCEUS report of 2007. The study also shows 

that the average family expense in the villages is Rs.2150 per month – while this still represents below-

poverty-level consumption, it already puts them in a big deficit, pushing them into debt.  

This situation has been created by some serious underlying problems, most importantly: 

a. Lack of remunerative prices, even in crops where the government declares Minimum 
Support Prices (MSP) every year. In most cases, even the MSP is not realized by the farmer.  
Current pricing policies adopted by CACP undervalue the real costs of production.  

b. Double squeeze due to inflation: When prices rise, the input costs go up for the farmers but 
the government intervenes to keep food and raw material prices low through various 
mechanisms such as levies, export restrictions, inadequate MSPs, etc.; the farmer’s margins 
are thus squeezed. Meanwhile, the living costs rise, resulting in a double squeeze. 

c. Financial Support systems not reaching farmers: Financial support systems like subsidies, 
credit and insurance do not benefit a large numbers of farmers, both in their design and 
implementation. Especially small & marginal farmers and tenant farmers are left out. 

 

In this context, the government needs to focus expressly on bringing in economic sustainability in 

farming and bring about an increase in family income levels in agriculture – the government has to 

ensure income security. This will not only address the deep distress among farmers, but also generate a 

positive dynamic in the entire rural economy by enabling farmers to make positive investments into 

agriculture, by increasing their purchasing power, and by retaining more youth in the rural areas. 

                                                           
1  http://krishakayog.gov.in/4threport.pdf 



Our Proposals 

 Farmers’ Income Commission: A statutory Farmers’ Income Commission should be established 

which annually estimates farmer incomes across the country in various categories. For this purpose, 

the Commission can develop a Farmers Income Index to be computed annually. This will serve to 

focus the attention of policymakers and the public on the situation of farmers’ livelihood. The 

Commission is mandated to come up with concrete recommendations to ensure that the farmer 

incomes meet a minimum living income – through a combination of the following measures. 

 Price Compensation for food crops: For all the food crops for which MSPs are currently declared by 

CACP, a price compensation mechanism should be established to compensate cultivators when real 

prices don’t suffice to meet minimum living income. In particular, a Minimum Fair Price (MFP) 

should be declared for each crop, which is calculated as C2’ + 50%(C2’) where C2’ is the improved 

version of the C2 Cost of Cultivation as calculated by the CACP. The adjusted Farm Harvest Price 

(FHP) for each crop is determined for each district or taluq (whichever administrative unit is chosen). 

If FHP is less than MFP, the difference should be paid by the government to all the cultivators in that 

district or taluq. The actual payment is determined based on the average yield for that crop in the 

particular district/taluq; for ease of administration, the yield of each cultivator is not used as the 

basis. Note that this payment should be made to the actual cultivators – including tenant farmers 

and sharecroppers. 

This mechanism would directly deliver on the longstanding demand of farmers and the 

recommendation of the National Farmers Commission that a support price of at least C2 + 50%(C2) 

should be given to the farmers. This is an alternative to using price support and market intervention 

alone to deliver the same, since it is clear that these mechanisms have not worked partly because of 

the imperative to keep prices down for consumers. The price compensation mechanism provides 

fair returns to producers without necessarily increasing the market prices. 

 Producer Bonus for Small and Marginal Farmers: As per the NCEUS report, for agricultural families 

with landholding below 5 acres, the monthly income is less than monthly expense – leaving them 

always in deficit and directly leading to indebtedness and distress situation. Direct payment should 

be made to farmers holding 5 acres or less, as a Producer Bonus to augment their income and allow 

them to make ends meet. This payment should be made every year to the actual cultivators, 

contingent on the fact that a crop is actually grown. The NCEUS report shows an average deficit of 

more than Rs.800 per month, therefore a minimum payment of Rs.10,000 per year is proposed as a 

starting point.  

This should be seen as a livelihood bonus, enabling the small and marginal farmers to continue 

production. The quantum of payment can be indexed to the Consumer Price Index and the Farmers 

Income Index (to be maintained by the Farmers Income Commission). 

 Institutional and Infrastructure support for Storage, Marketing, Procurement and Processing: In 

order to strengthen the farmers’ position to negotiate the market better, it is imperative to 



strengthen their holding capacity so that they can sell at an advantageous time instead of the most 

disadvantageous time as it happens now. The measures should include provision of godowns at 

village and cluster level, procurement at village level, provision of credit through proper 

implementation of programs like warehouse receipts scheme, and development of processing 

facilities at village and cluster level. Farmer institutions should be developed to take advantage of 

the collective strength for storage, processing and marketing. 

 Social Security for all agricultural families: A strong social security system should be put in place to 

provide health-care, pensions and accident/life insurance for all agricultural workers and farmers 

including tenant farmers. 

 Adequate and timely Disaster Relief and Mitigation: Loss of crop and livestock due to natural 

disasters such as cyclones, floods and drought is a major cause for pushing farmers into debt and 

distress from which they take years to recover. Utmost attention should be paid to ensure that 

farmers are protected during disasters. The Calamity Relief Fund should be allocated sufficient funds 

and used to issue timely and adequate compensation for crop and livestock losses, and also for 

protection of crop and livestock during impending or ongoing disaster situation. Proper crop 

insurance mechanism to should be made available to all farmers irrespective of whether they access 

the formal credit system. 

 

*********** 




