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General Studies – 2; opic:  Mechanisms, laws, institutions and Bodies constituted for the 
protection and betterment of these vulnerable sections 
 

Crop Insurance in India 
 

1) Introduction 

 Agriculture in India is highly susceptible to risks like droughts and floods. 

 It is necessary to protect the farmers from natural calamities. 

 Crop or Agriculture Insurance covers risks of anticipated loss in yield of various crops.  

 Crop insurance has emerged the third largest line of business after motor insurance and health 
insurance following the launch of the Pradhan Mantri Fasal Bima Yojana (PMFBY). 
 

2) Objectives of Crop Insurance Scheme 

  To provide financial support to the farmers in the 
event of natural calamities, pests and diseases. 

 To restore the credit worthiness of farmers 

 To encourage the farmers to adopt progressive farming practices, high value in-puts and higher 
technology in Agriculture. 

 Crop insurance could mitigate the risk faced by farmers.  
 

3) CAG report 

 The CAG audit report of the Centre’s crop insurance schemes has highlighted gaps in their 
implementation. 

 CAG looked into the performance of Modified National Agricultural Insurance Scheme (MNAIS) and 
the National Crop Insurance Programme (NCIP).  

 Delayed payments 
a. Delay at the state level caused obstruction in providing financial aid to farmers. 

 Protocol not followed 
a. It is observed that the Agricultural Insurance Company of India Limited (AIC) failed to exercise 

due diligence in verification of claims by private insurance companies before releasing funds to 
them. 

 Records missing 
a. Whether the money reached the beneficiaries cannot be ensured as the database of 

beneficiaries was not maintained. 

 Small farmers not covered 
a. Small and marginal farmers constitute 85 per cent. 
b. Yet, their share in the coverage did not exceed 13.32 per cent under the NAIS. 
c. Coverage of non-loanee farmers under the crop insurance schemes has been particularly low.  

 
4) Concerns / Challenges 

 Most of the insurance companies show very discouraging performance in disbursal of insurance 
claims. 

 PMFBY mandates the use of technology, but it needs infrastructure. 

 Problems that arise when the central and the state governments have to agree on a subsidy-sharing 
formula 

 Bureaucratic hurdles in assessment of damage and disbursal of compensation 
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 Insufficient risk coverage, delayed and inaccurate claim assessment, and leakage. 

 Average awareness about crop insurance was only 38.8% 

 Average usage of crop insurance was merely 6.7% 

 Awareness and usage varied widely across states.  
 

5) Technology’s benefits for crop insurance 

 Better, fast and accurate forecast 
a. Satellite imagery and weather forecasting systems, early warning to reduce loss. 

 Data collection and monitoring 
a. The use of satellite, drones, mobile cameras etc to get fast and more accurate data.  
b. Providing insurance in a region according to the the data generated by soil health card 

 Use of IOT (internet of things) 
a.  Soil sensors can be used to broadcast real-time information on the state of the soil.  
b. Easy Internet access will allow farmers to learn and implement the latest technologies 

 Improvement in financial services 
a. Digitization of primary agriculture credit societies (PACs) and connecting them through district 

co-operative banks for easy disbursal of credit and insurance money. 
b. This will reduce the exclusion and delay of payments to the farmers. 

 
6) Way Forward 

 Effective solution to the agrarian crisis is through farmer education, use of technology, and 
equitable risk sharing 

 Remote sensing is the emerging technology with potential to offer value added functions for crop 
insurance. 

 Social audits, digital transfer of money, cross checks by various authorities and integration and 
consolidation of schemes 

  Promote private sector participation in crop insurance.  

 In Spain and Mexico, government institutes oversee agriculture insurance by inviting private players 
to do business directly with farmers 

 There should also be insurance provided by seed companies so that farmers who paid high prices 
for seeds such as GM crops do not suffer in case of crop failure. 

  Insurance to cover price risk during surplus. The insurance agency can offer insurance cover to 
include price guarantee which could be minimum support price or market based price. 

 
 


