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General Studies-2; Topic– Government policies and interventions for development in 
various sectors and issues arising out of their design and implementation. 

Cash Transfer in Agriculture 

1) Introduction 

 The crisis in agriculture has continued to worsen with the latest trend of decline in farm produce 
prices. 

 But with the worsening of the crisis, newer ways of providing relief to the farmers are being 
experimented with. 

 Loan waivers and price support through minimum support price (MSP) were tried in some states. 

2) Cash Transfer Schemes 

  Bhavantar Bhugtan Yojana in Madhya Pradesh was sought to provide relief to farmers by providing 
the differential between MSPs and market prices. 

 The Rythu Bandhu scheme of the Telangana government provides ₹4,000 per acre for every season 
to all the farmers of the state. 

 Jharkhand has introduced a scheme similar to the Rythu Bandhu scheme with enhanced payout of 
₹5,000 per acre to 2.28 million farmers at the cost of ₹2,250 crore to the state government. 

 Krushak Assistance for Livelihood and Income Augmentation (Kalia) 
a. Kalia has been started by the Odisha government. 
b. Unlike Telangana and Jharkhand, Kalia does not provide income transfer on the basis of land 

holding, but on the basis of households as unit. 
c. The payout at ₹10,000 per family per year also extends to sharecroppers and landless 

agricultural labourers. 
d. This targets 10 lakh landless households, and specifically SC and ST families. 
e. Unlike a loan waiver, KALIA’s main targets are rural activities as a whole. 

 Pradhan Mantri Kisan Samman Nidhi 
a. To provide an assured income support to the small and marginal farmers, the Government is 

launching the Pradhan Mantri Kisan Samman Nidhi (PM-KISAN) 
b. Under this programme, vulnerable landholding farmer families, having cultivable land upto 2 

hectares, will be provided direct income support at the rate of Rs. 6,000 per year. 
c. This income support will be transferred directly into the bank accounts of beneficiary farmers, 

in three equal installments of Rs. 2,000 each. 
d. It would also meet their emergent needs especially before the harvest season. 

3) Role of Cash Transfer 

 Cash transfer programmes have become an important tool of social protection and poverty 
reduction  

 It has immediate impact on reducing hunger and rural poverty. 

 They can help households to overcome credit constraints and manage risk. 

 This can increase productive investment, increase access to markets and stimulate local economies. 

 Income support can be used to make a repayment or at least activate a bank account which can 
then receive a loan. 

 It can serve as an important complement to a broader rural development 
agenda, including a pro-poor growth strategy focusing on agriculture. 

 It can increase investment in agricultural inputs, including farm implements and livestock. 
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 Nonbeneficiaries and the local economy also benefit from cash transfer programmes via trade and 
production linkages. 

4) Why cash transfers will not solve the crisis in agriculture 

 While the cash-transfer model may be popular and politically rewarding, it is unlikely to solve the 
crisis in agriculture. 

 Primarily because the crisis is not just of low incomes in agriculture. 

 It will be a short-term solution and not a long-term one to provide real relief to the farmers 

 The genesis of the current crisis lies in 
a. Faulty and ad hoc export-import policy 
b. Lack of infrastructure 
c. Cartelisation and collusion in agricultural markets, which have prevented farmers from realizing 

the market prices for agricultural produce. 
d. It is the combination of these, along with the twin droughts of 2014 and 2015, which created 

the crisis. 
e.  The current crisis may have worsened due to the sharp fall in agricultural crop prices. 

 Cash transfers do not guarantee any protection against unforeseen events, whether natural or 
policy induced. 

 It is not a substitute for the structural reforms needed in agriculture. 

 It does not adequately compensate the farmer for the risks and uncertainty of crop cultivation. 

 Except for the Kalia scheme, which offers some relief to the sharecroppers and landless labourers, 
most other schemes are regressive with amount of transfer proportional to the land owned. 

 The real problem is also of identifying the beneficiaries. 

 In the absence of proper tenancy records, it will also benefit the absentee landlords. 

 It is no substitute for the lack of investment in agriculture, which has declined at 2.3% per annum in 
real terms 

 By taking away precious fiscal resources, it makes the farmer more vulnerable to both market as 
well as non-market induced risks. 

5) Concerns / Challenges 

 State governments which have committed a large part of state revenues to loan waivers, will find it 
difficult to spare money for investment in agriculture. 

 The income transfer scheme will further erode the fiscal capacity of states. 

 Also it may not be feasible to initiate Rythu Bandhu Scheme on national level as land data in several 
states, including Jharkhand, Bihar, Gujarat, and Tamil Nadu are yet to be digitised. 

6) Way Forward 

 For a long-term solution, the government should first implement existing schemes, like it should 
give assured procurement and marketing of all commodities having MSP. 

 The Swaminathan Committee in 2004 had recommended farmers be allowed to fix the price for 
their produce on their own (cost of production plus 50% as profit), keeping local factors in mind. 

 Farmer wants an enabling infrastructure, which allows him to compete globally. 

 There is a need to make agriculture a profitable profession 

 Greater focus is required on enhancing farmer loan repayment capacity via smooth supply and 
value chains, and better price realisations. 

 The government must focus on three things: crop insurance, better irrigation and subsidised seed 
and fertilisers. 
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