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CROP INSURANCE IN INDIA  

 
 India, an agrarian economy with one third population depending on the 

agriculture sector directly or indirectly has 116 million farm holdings covering an area of 

163 million hectares of which small and marginal farmers (with holdings of 2 hectares or 

less) make up 80  percent of the producer population. Farming is an inherently risky 

business and farmers face many types of risks. About 60 per cent of net sown area of 

the country is rain-fed and 65  percent of Indian farmers depend on rain-fed irrigation. 

The growth of crops and realization of output are determined by the quantum of rainfall 

and its distribution during the Monsoon Season which at times is uncertain. Rainfall 

pattern affects the irrigated crops also. Nearly two third of the cropped acreage in India 

is vulnerable to drought in different degrees. This leads to operating risk in cultivation of 

different crops. On an average 12 million hectares of crop area is affected annually by 

these calamities severely impacting the yields and total agricultural production1. 

 
 

Agricultural production and farm incomes in India are frequently affected by 

natural disasters such as droughts, floods, cyclones, storms, landslides and 

earthquakes. Susceptibility of agriculture to these disasters is compounded by the 

outbreak of epidemics and man-made disasters such as fire, sale of spurious seeds, 

fertilizers and pesticides, price crashes, etc. All these events severely affect farmers 

through loss in production and farm income, and are beyond the control of farmers. With 

growing commercialization of agriculture, the magnitude of loss due to unfavourable 

eventualities is increasing. In recent times, mechanisms like contract farming and 

futures trading have been established which are expected to provide some insurance 

against price fluctuations directly or indirectly. But, agricultural insurance is considered 

an important mechanism to effectively address the risks to output and income resulting 

from various natural and manmade events2. 

 

                                        
1
 Concept note on Farm Income Insurance: Issues and Way Forward (www.vibrantgujarat.com)  

2
 National Centre for Agricultural Economics and Policy Research (NCAEP), Policy Brief on ‘Problems and Progress in   

Agricultural Insurance in India’  by S.S. Raju and Ramesh Chand, 2009, p.1 
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HISTORICAL BACKGROUND 

 The idea of Crop Insurance in India in existence for more than a century, took 

decades to solidify into concrete, workable schemes. Only after independence in 1947, 

crop insurance received concrete attention. It was discussed in 1947 by the Central 

Legislature and in 1950, two pilot scheme were circulated among States for adoption. 

But States were unwilling to operate the schemes because of resource constraints. 

Crop insurance again received attention at the time of formation of Third Five Year Plan 

(1961-1966), but the Working Group on Agriculture was not in favour of its inclusion in 

the Plan. In October 1965, the Government of India decided to draw up a Crop 

Insurance Bill and model scheme of crop insurance. In March 1970, the Government 

referred the Bill and the Model Scheme to an Expert Committee under the 

Chairmanship of Dr. Dharm Narayan. But the Committee concluded against the 

introduction of crop insurance because of the financial burden. Prof. V. M. Dnadekar, a 

prominent economist, examined the expert committee report and advocated strongly for 

introduction of crop insurance based on an area approach.3.  

 The major initiatives in the domain of crop insurance in India from First individual 

approach launched in 1972 to 1999 are as under: 

 

 
Major Initiatives in Crop Insurance (1972 to 1999) 

 

Scheme (Duration) Background and Salient Features Key Statistics 

Program based on 
‘Individual’ approach 
(1972-78) 

 Experiments on crop insurance on a limited,               
ad-hoc and scattered scale  

 In 1972-73, the General Insurance Department of 
Life Insurance Corporation of India introduced a 
Crop Insurance Scheme for H-4 cotton  

 Based on “Individual Approach” & later included 
new crops such as Groundnut, Potato etc. and 
new states  

 In 1972, general insurance business was 
nationalized and, by an Act of Parliament, the 
General Insurance Corporation of India (GIC) was 
set up 
 

 Farmers Insured: 3,110  

 Premiums: Rs. 4.54 lakh  

 Claims: RS. 37.9 lakh 

Pilot Crop Insurance 
Scheme (PCIS) 
(1979-84)  

 Based on the above experiments, GIC entrusted a 
study to eminent agricultural economist, Prof. V.M. 
Dandekar  

 Crops Insured: Cereals, 
Millets, Oilseeds, Cotton, 
Potato and Gram  

                                        
3
 India. Ministry of Agriculture, Department of Agriculture & Cooperation, Report of the Committee to Review the 

Implementation of Crop Insurance Schemes in India, , 2014, p.17-18 
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 According to the recommendations of Prof. 
Dandekar, PCIS was introduced by GIC from 1979  

 PCIS was based on homogenous ‘Area’ approach  

 Coverage restricted to loanee farmers and on a 
voluntary basis. Maximum sum insured was 100 
percent of the crop loan, which was later 
increased to 150 percent  

 Risk shared between GIC and State Governments 
in the ratio of 2:1  

 50 percent subsidy towards premiums for Small / 
Marginal farmers, contributed by State 
Governments & Central Government on 50:50 
basis 
 

 Coverage: 13 States 

 Farmers Insured: 6.27 lakh  

 Premiums: RS. 197 lakh 

 Claims: Rs.157.1 lakh 
 

Comprehensive 
Crop Insurance 
Scheme (CCIS) 
(1985-99) 

 CCIS was an expansion of PCIS  

 Coverage was made compulsory for farmers 
availing crop loans for growing food crops & 
oilseeds  

 Maximum sum insured was restricted to 100 
percent of crop loan subject to an upper limit of 
RS. 10,000 per farmer, which was later increased 
to 150 percent  

 Premium rates were 2  percent of the sum insured 
for cereals & millets and 1  percent for pulses & 
oilseeds 

 50 percent of the premium for Small/Marginal 
farmers was subsidized equally by Central and 
State Governments  

 Premium and claims shared between the Centre & 
States in 2:1 ratio  

 CCIS was a multi-agency effort, involving Central 
Government, State Governments, Banking 
Institutions and GIC 
 

 Coverage: 16 States & 2 
UTs  

 Farmers Insured: 763 lakh  

 Premiums: RS.40356 lakh  

 Claims: RS. 231900 lakh 
 

Source: India. Ministry of Agriculture, Department of Agriculture and Cooperation, Report on Impact of 
Evaluation of Pilot Weather based crop insurance study, 2011 

 

NATIONAL AGRICULTURAL INSURANCE SCHEME (NAIS) 

The National Agricultural Insurance Scheme (NAIS), with the aim to increase 

coverage of farmers, crops and risk commitment, was introduced in the country from 

Rabi 1999-2000 replacing the erstwhile Comprehensive Crop Insurance Scheme 

(CCIS). The main objective of the Scheme was to protect the farmers against the crop 

losses suffered on account of natural calamities, such as, drought, flood, hailstorm, 

cyclone, pests and diseases. The Scheme was implemented by the Agriculture 

Insurance Company of India Ltd. (AIC). NAIS was to be discontinued after 
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implementation of National Crop Insurance Programme(NCIP) from Rabi 2013-14 but 

on representation of some States it has been continued during 2013-14 and 2014-154. 

 
Salient Features of National Agricultural Insurance Scheme (NAIS) 

 Loanee Farmers are covered on compulsory basis in notified areas for notified 
crops whereas for non-loanee farmers, the scheme was voluntary. 
 

 Covers all the food crops (cereals, millets and pulses), oil seeds and annual 
commercial/horticulture crops, in respect of which past yield data is available for 
adequate number of years. 
 

 The administered premium rates are charged which range from 1.5 percent to 
3.5 percent for food and oil seeds for normal sum insured and indemnity level. 
 

 10 percent subsidy is available to small and marginal farmers. 
 

 Central Government and State Governments shares on 50:50 basis of claims 
over and above 100  percent of premium collected in case of food crops and oil 
seeds, bank service charge and 20 percent of administrative expenses. 
  

The Scheme is optional for States/Union Territories (UTs) and it is being 

implemented by the 25 States and 2 Union Territories in one or more seasons. Since 

the inception of the Scheme 2211.43 lakh farmers for a premium of Rs.10,03,823 lakh 

against the claim of Rs.32,37,678 lakh are covered until 2013-14. The total area insured 

is 3323.18 lakh hectares during the same period5 . 

The State-wise details of coverage under National Agricultural Insurance 

Scheme is available at Annexure-I. 

 

 

MODIFIED NATIONAL AGRICULTURAL INSURANCE SCHEME (MNAIS) 

 
To improve further and make the Scheme easier and more farmer friendly, a 

proposal on Modified National Agricultural Insurance Scheme (MNAIS) was prepared 

and was approved by Government of India for implementation on pilot basis in 50 

districts from Rabi 2010-11 season. After evaluation of impact of pilot, the scheme is 

being implemented as a full-fledged component of NCIP from Rabi 2013-14. 

 

                                        
4
 India. Ministry of Agriculture, Department of Agriculture and Cooperation, Annual Report, 2014-15, p.81 

5
 Ibid., pp.81-82 
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The major improved provisions/features of MANIS over NAIS are: 

 Reduction in unit area of Insurance to village/village panchayat. 
 

 Actuarial premium rates for insuring crops and hence claims liability is on 
Insurance Company. 
 

 Private insurance companies have also been involved for implementation to 
provide competitive service to the farmers.  
 

 Higher subsidy in premium ranging upto 75 percent to all farmers. 
 

 More proficient basis for calculation of threshold yield (average yield of last 7 
years excluding upto two years of declared natural calamity). 
  

 Higher minimum indemnity level of 70 percent instead of 60 percent in NAIS. 
 

 Indemnity amount for prevented sowing/planting risks and for post harvest 
losses due to cyclones.  
 

 On account payment upto 25 percent of likely claims as advance for providing 
immediate relief to farmers during adverse season. 
  

 An individual assessment of claims in case of specified localized calamity viz. 
hailstorm, landslide.  
 

 Uniform seasonality norms for both loanee & non loanee farmers. 
 

The MNAIS covered 98.65 lakh farmers for a premium of Rs.2,17,797 lakh 

against the claim of Rs.1,70,787 lakh until Rabi 2014-15. The total area insured is 99.67 

lakh hectares during the same period6. 

The State-wise details of coverage under Modified National Agricultural 

Insurance Scheme is available at Annexure-II. 

 
WEATHER BASED CROP INSURANCE SCHEME (WBCIS)  

 With the objective to bring more farmers under the fold of Crop Insurance, a Pilot 

Weather Based Crop Insurance Scheme (WBCIS) was launched in 20 States in 2007. 

The Scheme provides insurance protection to farmers against adverse weather 

incidences, such as deficit and excess rainfall high or low temperature, humidity etc. 

WBCIS is implemented as a full-fledged component of NCIP from Rabi 2013-14. 

                                        
6
 Ibid., pp.83-84 



6 
 

Salient Features of Weather Based Crop Insurance Scheme (WBCIS)  

 Loanee farmers are covered on compulsory basis in notified areas for notified 
crops whereas for non-loanee farers scheme is voluntary. 
 

 Actuarial rates of premium are capped at 10 percent during Kharif and 8  percent 
during for food crops and oil seeds. For annual, commercial/horticultural crops, 
cap of 12  percent on actuarial rates of premium is applicable. 
 

 Subsidy of upto 50  percent of the premium is provided by the Government which 
is shared by Centre and State Government on 50:50 basis. 
 

 Private Insurance Companies have been involved for implementation besides the 
Agricultural Insurance Company of India (AIC) Limited. 
 

Since the inception of the scheme 521.02 lakh farmers are covered for a 

premium of Rs.8,46,521 lakh against the claims of Rs. 5,71,479 lakh under the Scheme 

from 2007-08 to Rabi 2013-14. The total area insured was 687.37 lakh hectares during 

the same period7.  

The State-wise details of coverage under Weather Based Crop Insurance 

Scheme (WBCIS) is available at Annexure-III. 

 
COCONUT PALM INSURANCE SCHEME (CPIS) 

The Coconut Palm Insurance Scheme (CPIS) was approved for implementation 

on pilot basis for the years 2009-10 onwards in the selected areas of Andhra Pradesh, 

Goa, Karnataka, Kerala, Maharashtra, Odisha, Tamil Nadu and West Bengal. Now the 

CPIS is being implemented as a full-fledged component scheme of NCIP from Rabi 

2013-14 in all Coconut growing States. Fifty  percent of the premium is contributed by 

Government of India, 25  percent by the concerned State Government and the 

remaining 25  percent by the farmer. The CPIS is administered and implemented by the 

Coconut Development Board (CDB). 

Under the Scheme, 70,903 farmers were covered for a premium of Rs.255.67 

lakh against the claims paid of Rs.302.58 lakh till December 20148.  

The State-wise details of coverage under Coconut Palm Insurance Scheme 

(CPIS) is available at Annexure-IV. 

 

                                        
7
 Ibid., pp.84-85 

8
 Ibid., pp.85-86  
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NATIONAL CROP INSURANCE PROGRAMME (NCIP) 

 
 To make the Crop Insurance Schemes more farmer friendly, a restructured 

Central Sector Scheme in the name of ‘National Crop Insurance Programme’ (NCIP) 

was introduced from Rabi 2013-14. The existing MNAIS, WBCIS and CPIS were 

merged under this programme with various improvements and changes for 

implementation throughout the country. However, on the basis of requests received, 

some States have been allowed to implement NAIS during 2013-14 and 2014-15. 

 The coverage of NCIP in terms of farmers and area insured has been projected 

to the level of 50  percent each from the existing level of about 25  percent and 20  

percent respectively by the terminal year 2016-17 of the Twelfth Plan. The coverage 

under CPIS is projected at 25  percent of coconut growers during 2013-14 with increase 

of 5  percent each year during remaining years of Twelfth Five Year Plan. 

 

Salient Features of the National Crop Insurance Programme (NCIP) 

 Implementation is made compulsory for loanee farmers.  
 

 Two indemnity levels of 80 percent & 90 percent would be available instead of 
three i.e. 70 percent, 80 percent & 90 percent under MNAIS. 
 

 Under WBCIS, provision for add-on/ index plus products for horticultural crops 
for compensating losses due to perils of hailstorm, cloudburst etc. 
 

 For successful implementation of WBCIS, 5000 AWS will be set-up in the country 
through the model of Private Public Participation(PPP). 
  

 Pilots for use of modern technology like Remote Sensing Technology (RST)/ 
Satellite imageries to supplement the yield assessment through CCEs. 
 

 Insurance eligibility condition of having at least 10 healthy palms by farmer has 
been reduced to 5 palms under CPIS. 
 

 Increased Sum Insured under CPIS. 
 

 Loss intimation time has been increased from 7 days to 15 days under CPIS9. 
 

 
 
 

                                        
9
 Ibid., pp.80-81 
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ISSUES RELATED TO CROP INSURANCE 

Agriculture in India is varied, diversified and prone to a variety of risks. Most 

farmers are small and marginal ones. In most areas, agriculture is rain fed, leading to a 

greater degree of yield variability and risk. Crop Insurance, which aims at addressing 

yield risk—though necessary for a vast majority of farmers—is subject to structural, 

design and financial problems. Problems of asymmetry of information—moral hazard 

and adverse selection—and co-variability are more pronounced in crop insurance than 

in other forms of insurance. Consequently, crop insurance schemes face many 

problems10.  

As per the study report of  Associated Chamber of Commerce and Industry of 

India (ASSOCHAM) and Skymet done in 2015, less than 20  percent of farmers in India 

are insured, exposing a vast majority of the farming community to the vagaries of 

weather which lead them to take desperate steps. A very large proportion were found to 

be unaware of the practice of crop insurance and 46  percent of un-insured found to be 

aware but not interested due to various reasons. According to the report only 11  

percent felt that they could not afford the premium11. According to Financial Stability 

Report of Reserve Bank of India, 2015, the coverage in terms of value of agricultural 

output is also very small. Since the threshold yield calculated on the basis of average 

yields of the area (Block) in the past three or five years, is used as the basis for 

assessing the extent of crop loss for individual farmer, the farmers find it very 

discouraging. Compulsory linking of crop insurance with bank credit makes the 

insurance a compulsory add on cost for a farmer12.   

Due to the vastness of the country, large number of small and marginal farmers, 

and adoption of area-based approaches, several agencies and organizations are 

involved in crop insurance programmes. Hence, coordinated efforts are critical for 

effective implementation of crop insurance scheme13. 

A four members Committee headed by Dr. P. K. Mishra, former Secretary, 

Department of Agriculture and Cooperation was constituted in September 2013 to 

examine the loopholes in the implementation of the Crop Insurance Schemes. 

                                        
10

 Op.cit. Report of the Committee to Review the Implementation of Crop Insurance Schemes in India, , 2014, p.III 
11

 India. ASSOCHAM-Skymet Report, April, 2015. 
12

 Reserve Bank of India, Financial Stability Report, issue no.11, June 2015. 
13

 Op.cit. Report of the Committee to Review the Implementation of Crop Insurance Schemes in India, 2014, p.III 
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The Committee examined the various issues related to Crop Insurance such as:- 

 Discrepancy in area insured. 
[e.g., the area insured for a particular crop being more than the crop area sown] 
 

 Delay in receiving crop – cutting data and quality and reliability of such data. 
 

 Weather data, particularly from private automatic weather stations. 
 

 Non-compliance with the provision of compulsory insurance for loanee farmers, 
multiple loan on the same land, lack of seasonality discipline. 
 

 Affordability of crop insurance premium for farmers and transparency in 
determining premium rate. 
 

 Delay in settlement of claims. 
 

 Role of Banks and Agricultural Insurance  Companies in the operation of 
schemes and 
 

 Awareness of farmers regarding various features of the Schemes14. 
 

 
RECOMMENDATIONS FOR IMPROVEMENT 

 After examining the various existing Schemes, the Committee has recommended 

following measures for improvement in the field of Crop Insurance: 

 A web portal should be developed for all States to make land record data be 
available to financial institutions.  
 

 For the purpose of verification of the crops sown on a particular land, mobile 
phone technology may be used to capture and transmit photographs of standing 
crops once or twice during the season. 
 

 Premium rates to be revisited for MNAIS. 
 

 Reserve Bank of India (RBI) and National Bank for Agriculture and Rural 
Development (NABARD) should effectively monitor the compliance of their 
circulars regarding compulsory crop insurance for loanee farmers. 
 

 Insurance companies and banks should play a pro-active role in insuring 
effective implementation of crop insurance schemes. 
 

                                        
14

 Ibid.,  p. vii-viii 
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 State Governments should insure the use of GPRS-enabled and camera fitted 
mobile phones etc. while conducting crop cutting experiments. 
 

 A programme of creating awareness and insurance literacy among farmers 
should be prepared by insurance companies and banks, in collaboration with the 
concerned State Governments. 
 

 An Atlas of critical weather elements for different agro-climatic regions and 
 

 An Agricultural Insurance Act should be formulated to take care of specific needs 
of the crop insurance and agricultural insurance in general15. 
 
 

NEW INITIATIVES ON CROP INSURANCE  

 Keeping in view the requirements and agro-climatic condition of specific to each 

region, State Government have been given the flexibility to develop suitable crop 

insurance products for consideration and approval of the Central Government16.  

 The Agricultural Ministry has moved a Cabinet Note on a New Crop Insurance 

Scheme under which farmers will pay less premium of up to 3 percent. Under the 

present crop insurance schemes NAIS and MNAIS, farmers are paying premium of up 

to 3.5  percent to 8  percent respectively and the rest is borne by the Government. For 

the benefit of farmers in vulnerable and disaster-prone areas, the Ministry has 

recommended premium without any cap unlike the existing scheme MNAIS. Under the 

present MNAIS, premium are capped 13  percent for kharif crops while at 11  percent 

for Rabi crops. The proposed scheme will be available to both loanee and non-loanee 

farmers. It would be necessary for loanee farmers to avail loan from financial institutions 

and even private insurers would be allowed to offer the scheme. The Ministry is 

planning to role out the scheme in the forthcoming Rabi season17.  

 A new project named KISAN [C(K)rop Insurance using Space technology And 

geoiNformatiics] was launched  on 5 October 2015. The Project envisages use of Space 

technology and geoinformatics technology along with high resolution data from 

UAV/Drone based imaging for improvement in yield estimation and better planning of 

crop cutting experiments, needed for crop insurance programme.  The pilot study is 

proposed to be launched in one District each of Haryana, Karnataka, Madhya Pradesh 

                                        
15

 Ibid. p. ix-x 
16

 PIB Release, dated 20.3.2015. 
17

 Economic Times, dated 27.8.2015. 



11 
 

and Maharashtra during Kharif 2015 and two Districts each of these States during Rabi 

2015-1618. 

 

CONCLUSION  

The shift from a social crop insurance program with ad-hoc funding from the 

Government of India to a market-based crop insurance program with actuarially sound 

premium rates and product design is a major step forward. The improved product and 

active involvement of private sector insurance markets are expected to lead to 

significant benefits for farmers, including faster claims settlement, a more equitable 

allocation of subsidies and lower basis risk. For the product to be pro-poor, small and 

marginal farmers must purchase the MNAIS product voluntarily, and insurers and 

government must experiment with cost-effective ways of increasing outreach19. 

Use of latest technology such as GPRS-enabled and Camera fitted Mobile 

Phones may be used to implement Crop Insurance Schemes more effectively. A 

comprehensive programme of capacity building – in line with the needs of stake holders 

such as State Government functionaries, insurers and Central Government agencies 

associated with Crop Insurance Schemes should be organized. Programmes of creating 

awareness and insurance literacy among farmers should be prepared by Insurance 

Companies and Banks, in collaboration with the concerned State Governments20.  

                                        
18

 PIB Release, dated 5.10.2015. 
19

 World Bank, Policy Research Working Paper on ‘ Improving Farmers Access to Agricultural Insurance in India’ by 
Olivier Mahul, Niraj Verma and Daniel J. Clarke, 2012, p.18. 
20

 op.cit. Report of the Committee to Review the Implementation of Crop Insurance Schemes in India, 2014, p. ix 
 









Annexure-IV 

 

 

 
Statewise details of coverage under Coconut Palm Insurance Scheme (CPIS)                

till December 2014 

(Rs. in lakh) 

Sl. 
No. 

State No. of 
farmers  

No. of 
Palms 

Sum 
Insured  

Total 
Premium  

Claims 
Paid  

Farmers 
benefitted 

1.  Andhra 
Pradesh 

517 55295 558.47 2.97 0.00 0 

2.  Goa 240 59643 692.50 3.66 1.63 14 

3.  Karnataka  702 96357 1066.49 6.08 3.22 72 

4.  Kerala 52063 2081126 22469.28 118.40 256.88 5799 

5.  Odisha 666 20683 338.30 2.58 0.00 0 

6.  Maharashtra 12417 954161 11870.13 79.40 10.14 224 

7.  Tamil Nadu 3606 726205 6059.71 40.94 30.71 201 

8.  West Bengal 692 28558 328.42 1.64 0.00 0 

 Total 70903 4022028 43383.3 255.67 302.58 6310 
 
Source: India. Department of Agriculture & Cooperation, Annual Report, 2014-15, p.86 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


