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Letter from the MD

Life and food go hand in hand. One cannot exist
without the other. Human civilization was largely built
on the bedrock of agriculture. Its importance in India,
as well as the world over, cannot be emphasized
enough. It is not only important for food security, but
is also a key to driver of the rural economy. A lot has
been done for Indian agriculture since independence,
especially during the Green Revolution of the 1960s.
Nowadays, there is a quieter revolution taking place in
the sector, driven by a paradigm shift in consumption
patterns. But are farmers making enough? Will farming
ever be a lucrative proposition, nay even a coveted
one? Will India ever overcome its high dependency
on the monsoon? Questions abound and the answers

weren't easy to come by.

The current central government has been focused
on doubling farmer incomes, so our analysts Deepak
Chitroda and Surya Patra decided to take a look
at how this is panning out on the ground. They
talked to the entire agriculture value chain and agri-
inputs sector participants. Their meetings included
farmers, retailers, distributors, government agencies,
associations, and company representatives spread out
across Maharashtra, Punjab, Uttar Pradesh, Haryana,

Karnataka, Telangana, Gujarat, and Madhya Pradesh.

Chitroda and Patra also interviewed two veterans in
the field of forming government policies for agriculture
and agri inputs with more than three decades of
experience. Mr Ashok Dalwai is the CEO of NRAA of
the Ministry of Agriculture and Farmers’ Welfare, and
Mr Pradeep Dave is the President of PMFAL.

This edition of Ground View ploughs into several
structural changes visible in agriculture and food
consumption patterns over the past few years and
tries to answer some of the big questions about the
future of Indian agriculture and the agri inputs industry.

Happy reading!

Vineet Bhatnagar
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The Green Revolution in India
happened almost half a century ago!
Yes, you read that right. The biggest
paradigm shift in Indian agriculture
happened that long ago and there
haven't really been any revolutions
since, just slow and steady progress
towards self-sufficiency and world
records in production of several
agricultural commodities, and a just

as steady escalation of problems.
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Some are surmountable — such as
inadequate irrigation, shrinking
landholdings, over usage of urea
over other nutrients, and shrinking
farmer margins. And some, such

as erratic and inadequate rainfall,
are indirectly surmountable with
planning and implementation of
schemes that support farmers.

This report takes a closer look at
what is happening at the farm-
level, what the farmers feel

about various issues, and what

the various stakeholders such as
government officials and agro-chem
manufacturers saying. The report
also attempts to shine a light at how
changing consumption patterns are
driving a structural shift in Indian
agriculture, not quite a revolution,
but not a quiet change either. The
new developments are bold, they
are beautiful, they are daring, and
there is a good chance that they
will leave Indian farmers much more

empowered than before.
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THE GREEN ELEPHANT

Farmers are struggling
despite government’s moves

Ongoing policy concerns in procurement,

storage, and pricing are affecting farmers

Agriculture in India is not easily lucrative

The GV team travelled and interacted with
many stakeholders in India’s agriculture sector
to understand what is really happening on the
ground. It seems that barring rich farmers in a
few states, most farmers are finding it difficult
to earn even reasonable returns. Farming as a
business has lot of uncertainty and a major one
is dependency on the monsoon. Mr Agrawal, a
large distributor of agrochemicals and fertilisers
from Chandigarh, said that “Farming is not an
easy task. If you lose 50-70% of your produce
because of rains or any other reasons, farmers
can forget about profit.” Mr Patel, a fertiliser
distributor in Vadodara, takes up a challenging
stance while talking about agriculture — “I am
happy to offer you Rs 1,00,000. Will you do
sowing for paddy next season? | just need

a return of 10-15%," he smirks, trying to
convey that farming is so fraught with risks
today that a person with a non-agriculture
background almost always stays away. He
believes that non-farmers have misconceptions
about the level of farmers’ earnings and the
so-called freebies that they receive from

the government and other agencies.

Government support present,
but not enough

There is no doubt that government support

over the last many decades, and the efforts
of the farmers themselves, has helped
India register a four-fold jump in food-grain
production to 285mn tonnes in 2018-19.
However, despite this growth, farmers

find it difficult to make decent returns
because of various reasons. The primary
reason is heavy dependency on monsoon
for a major share of water requirement,
which is why erratic rainfall often reduces
crop yields and production. Traditional
government policies of procuring and
storing only rice and wheat often limit
farmers’ realisation because many farmers
still tend to stick to these crops mainly just
because of habit, lack of education and
information, and historical government
focus. In fact, when the monsoon is

good, the crop production is higher

and farmers’ realisations drop as they

sell at below MSPs and do not get "true
realisation’ — because of several reasons.

“If agriculture goes wrong,

nothing else will have a chance

to go right in our country”

-MrM S Swaminathan, father of India's Green Revolution.
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Paddy crop planting at Satara, Maharashtra

Positive structural changes

Among positive structural changes in
agriculture are the gradual changes in
sowing patterns; farmers are increasingly
opting to grow more pulses, cereals, or
horticulture crops in order to earn better
returns. In Maharashtra and many southern
states, sowing of fruits and vegetables is
becoming very important, mainly because
of shortage of rainfall and lack of good
irrigation facilities. Of course, changes in
lifestyle or eating habits are also structurally
supporting the higher prevalence of
horticulture crops. The government is
focused on crops that consume less water
as only about half of India’s agricultural
land is irrigated. Also, crop diversification
supports the profitability of farmers.

No quick fixes - several questions prevail

Changes in agriculture are taking Indian
agriculture and farmers in the right direction -
towards better earnings. But the process is slow
and there are no quick-fixes. The government will
have to have a long-term outlook and provide
growth visibility by leveraging various policy
measures, including income-support schemes,
crop insurance, major irrigation projects, soil
health card, and DBT. Both structural changes
and ongoing concerns have led to changes in
consumption patterns and product mix over

the past few years. Several questions prevail

— what are the most pressing concerns? How

are farmers adapting to structural changes?

How are government measures really affecting
farmers? What are the growth opportunities for
agriculture-inputs companies? This GV attempts
to address all these questions and more. It
covers the ground realities — from the farm

to the firm and on to people’s dining table.

1-29 Feb 2020
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Indian
agriculture
overview

A brief history of
agriculture in India

More than 50% of India’s
population still directly or indirectly

depends on agriculture and allied

sectors — clearly showing the

importance of agriculture in India

The known history of Indian
agriculture begins as early as
9,000 BCE in north-west India
with cultivation of plants and
domestication of crops and
animals. Double monsoons
helped two harvests in a year,
leading to multiple crops.

Under the British Raj, few Indian
commercial crops (cotton, indigo,
opium, wheat, and rice) made

it to the global market. Due to
extensive irrigation with canal
networks in Punjab, Narmada
valley, and Andhra Pradesh,
these places became centres of
agrarian reforms in India. The
British regime in India supplied
irrigation works, but rarely on

the scale required. Community
effort and private investment
soared as market for irrigation
developed. Agricultural prices of
some commodities rose to about
three times between 1870-1920.

Since India’s independence,
the country has built self-
sufficiency in basic food crops
with the government's policies
(Green Revolution), reforms,
and the effort of India‘s
farmers. Five-year plans for

agriculture development, land
reclamation and development,
mechanisation and electrification
and use of chemicals (largely

fertilisers) were also initiated.

India relied on imports
and food support to cover
domestic requirements
before the mid 1960s.

A severe drought in the mid-1960s
led to reforms in agricultural
policies via several initiatives

such as the Green Revolution

and adoption of high-yielding
varieties of crops. In fact, several
programmes were undertaken

to improve food and cash crops
supply — 1940s : Grow More Food
Campaign; 1950s : Integrated
Production Programme. Several
other measures were taken

to improve crop production

such as Yellow Revolution (for
oilseeds in 1980s), Operation
Flood (dairy in 1970s) and Blue
Revolution (fishing in 1970s).

India eventually built self-
sufficiency in basic food crops.
Larger beneficiaries were states
such as Punjab, Haryana and
western Uttar Pradesh - that
benefited and supported the most
in the Green Revolution mainly
because they had larger irrigated
areas. They are now considered

the country’s bread basket.

With successful productivity gains,
farmers started focusing more

on crops such as oil seeds, and
fruits and vegetables by the 1980s
along with other activities such

as dairy, fishing, and livestock.

New varieties of crops needed
higher fertiliser usage, so, the
government formed cooperative

societies such as IFFCO.

Nowadays, the government is
focusing on newer areas such as

agro processing and biotechnology.

Some interesting facts

e India is still an agrarian country,

if not an agrarian economy. It
holds the #1 spot in arable land in
the world, with a share of about
11%. It is at 7th place in terms

of land area, and uses ¢.53%

of its land for agriculture. India
has the largest rural population
with a global share of 26%.

Because the share of agriculture
land usage is high, there is major
dependency on agriculture

and its allied sectors for

employment and livelihood.

However, agriculture’s share
towards GDP continuously
declined since independence
from about 50% to about

15% presently. Rapid growth

of industrialisation and focus

on the service sector with an
increasingly educated population

are major reasons for this.

In terms of crop production,
India is only next to China with

a focus on cereals (rice and
wheat), oil seeds (groundnut and

rapeseeds) and fruits/vegetables.

India is the largest milk producer
globally, with a share of about
20% and this is due to its

#1 position in buffalo stocks
(113mn; global share of 56%).

Despite a rise in agriculture
production, its share in
India’s GDP is continuously
declining on rapid growth in
services, and industrial and

non-agriculture sectors.

GROUND VIEW
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“Agriculture will remain a necessary part of the Indian economy. Its direct and indirect
dependence is significant. Today, we are eating much more affordable food, and that is
only because of self-sufficiency achieved over the past few the years”

- Mr Arora, a marketing representative of a large fertiliser company in Uttar Pradesh
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Planting has stagnated since 1970s at 43% of total land area

Hurdles abound

Over the years, India has gradually become self-
sufficient in crop production, from being an import-
dependent country, particularly for rice and wheat.
It is now one of the leading countries in many
categories of food production.

Indian agriculture is more diverse than other
countries in terms of soil quality, land holding sizes
and cropping patterns. Also, Indian farmers depend

Aselective approach (focused on rice and
wheat) and constraints such as availability
of resources, regional diversity, small
landholdings, and high dependence on
rainfall are hurdles in the way of India’s
long-term agriculture sustainability.

on monsoon as only ¢.48% of India’s farming
land is irrigated. There has been a drought-like
situation in several parts of Maharashtra over
the past 2-3 years. Sometimes, unseasonal rains
also destroy standing crops, leaving farmers
with huge crop losses. Availability of agriculture
inputs at reasonable prices and farm laborers

is another complication. Farmers receiving
reasonable realization is not a given, and their
profitability tends to vary from season to season
and year to year. "It (farming) is a very difficult
business, Sir. It requires hard work, constant
investment, and risk-taking ability. Lack of
education and traditional land holding forces
farmers to remain attached to agriculture.
Forget profit, it is difficult to recover cost
nowadays,” said Mr Mamniya, a distributor of

agriculture inputs at Satara, Maharashtra.

1-29 Feb 2020
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India's leading pesition in agriculture
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India's leading position in agriculture
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Farmers do not have much control over realisations, so they focus on costs to increase profitability

Government initiatives are not enough, politically driven

The government has come up with several policy initiatives
to mitigate some of the problems surrounding Indian
agriculture. However, these measures are often taken to
further state and central government political agendas.
What is quite clear is that half-hearted reforms only support
select farming communities. “We need some visible and
long-term measures. Ultimately, farmers are the best judge
of any scheme. So, if we see a farmer’s income is growing,
then policies are good, but this should be sustainable. |
believe the government’s intentions in recent policies are
sincere, and | hope it will benefit our farmers in the long
term,” said Mr Dubey, a distributor of agrochemicals in

Haryana.

Mandi prices determine true earnings

To understand farmers’ financial health, affordability (how
much they can afford), and profitability in India, one must
understand farm economics. Farmers’ earnings (cash
inflows) are mainly determined by mandi prices (market
prices — mainly wholesale) or the MSP (Minimum Support
Prices set by the government). While mandi prices generally
remain in line with MSPs, with the arrival of fresh production,
they tend to fall below them. Because the government
procures only limited volumes (25-30%) of India’s total

farm production at MSPs, mandi prices determine the true

earnings of farmers.

INDIAN FARM ECONOMICS

FARMERS
REVENUE

FARMERS
COST

25%

AGRI INPUTS COST

1 3{y FERTILISER

O is the primary
and largest agri inputs
cost for farmers who

procure 40-50% ahead of
the season

4% AGROCHEMICALS

AGRI INPUT
COST

of agri inputs cost and
procurement highly relies
on pest incidence, planting
areas, rainfall, new products
and prices.

89 seens

factor in operating costs.

43%

LABOUR

AGRICULTURE PRODUCE REALISATION

MSP act as a benchmark to mandi prices, Mandi prices are a key to crop realisation,
Delay and limited purchases by government forces farmers to offload at mandi prices.

75%

OTHER OPERATING COST

10%

OTHER

O i
5 A) LABOUR (man/machine)

is a critical and important

Cost is significant in rice planting in states
like West Bengal, MP and AP.

22%

MACHINE
LABOUR

HUMAN
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representative of Hindchem Corporation, a bio-fertiliser
company based in Mumbai.

Operating costs

Agriculture inputs - fertilisers, agrochemicals, seeds

of agriculture

Agri inputs mainly cover seeds, fertilisers, and
agrochemicals — together accounting for ¢.25% of total
Labour dominates farming costs. While usage varies by crops and states,

these inputs are largely consumed for paddy, wheat,

Operating costs are dominated by labour charges
in India at ¢.75%, including human/machine labour
and irrigation charges. Rising urbanisation, or .
villagers switching towards alternate employment, is
continuously creating labour shortages, leading to

rising wage costs. In fact, this is a common concern for

the entire emerging world, which is increasing demand

for pesticides (herbicides) in a big way.

India’s land-holding patterns are skewed towards small

and marginal holdings. These small and marginal o
farmers have to first look at labour costs before making
decisions on other major costs such as agriculture

inputs. “Small farmers have very limited cash and land

areas both. That's why they can't afford tractors or

technology. In any case, it makes no sense for them to

spend on tractors for their small land holdings. Using

labourers is the only option for them,”

said a marketing o

cotton and fruits/vegetables.

Fertilisers is the largest cost component at 50-55%
within agriculture input costs; it holds 13-15% share
in overall operating costs of cultivation. Proclivity of
farmers towards urea procurement is higher than it
is for complex fertilisers (NP/NPK/NPS) due to the
former’s lower prices — DAP is 5x more expensive

than urea.

Agrochemicals account for 15-17% of total
agriculture inputs costs. Consumption levels in India
are one of the lowest at ¢.300gm/ha compared to
the world average of 4kg/ha. Farmers’ procurement
depends on multiple factors such as pest incidences,

sowings areas, distribution of rainfall, and price.

Seeds account for ¢.33% of total agri input costs.

Operating costs of cultivation for major states and their major crops

o Latour - Iaeds w Fertiliser

u Pesticides [ Li-o ]
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Operating costs are most important in the cost of farming, and as labour cost has
the largest share in these, it plays an important role in determining profits
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Crops-wise operating cost

Rice (paddy) and wheat

* Rice and wheat are part of India’s primary food requirements
and cover 75-77% of food grain production.

¢ Kharif season (monsoon plantation) is mainly identified with
paddy (rice) and rabi (winter plantation) with wheat. For both
seasons, major producing states are Uttar Pradesh, Punjab,
Madhya Pradesh, Andhra Pradesh, and West Bengal.

* For rice cultivation in Tamil Nadu, agriculture inputs are 30%
of operating costs with a major contribution from seeds.
In West Bengal and Madhya Pradesh, labour costs have a
larger share.

e |t is different in the richer agri states. “In Punjab or Haryana,
most farmers are rich. Naturally, sowing as well as agriculture
inputs consumption is high. Both states can afford to use
more technologies compared to any other states in India,”
said Mr Sharma, who works with a large agriculture inputs
company in Madhya Pradesh.

Corn (maize)

 Within input costs in corn production, fertilisers account for
¢.20% (major consumer) vs. c.13% for rice and wheat, but
pesticide usage for corn is very minimal at less than 1% of

input costs.

* Over the past few years, corn is becoming an important
crop after rice and wheat (c.65% share in cereals) with
increasing usage in feed, food, and industrial non-food

products (mainly starch).

* Feed for poultry covers a large share (c.50%) in corn

consumption followed by feed for livestock.

¢ "“Changing dietary patterns towards meat, government's
emphasis towards non-traditional crops, and some
contribution for ethanol fuel is supporting corn,” said Mr

Sharma, who works with a large agri-inputs company in MP.

e Corn is grown throughout the year, but ¢.75% is produced
in the kharif season in Karnataka, Madhya Pradesh, Tamil
Nadu, Maharashtra, and Andhra Pradesh.

¢ Because of high labour costs, cultivation costs in
Maharashtra and Tamil Nadu are higher.

Soybean

* Soybean is considered a premium crop as it is a major
source of vegetable oil and food. The government’s
support for oilseeds (higher MSPs) and changing food
habits (mainly towards a protein-rich diet) is helping

soybean production.

* Itis one of the faster growing kharif crops with a

production of c.14mn tonnes.

Major producing states are Madhya Pradesh,
Maharashtra, and Rajasthan.

Farmers’ operating costs of cultivation areis similar to

corn in Madhya Pradesh and Maharashtra.

For soybean, seeds and fertilisers are important

components for agriculture input costs, covering c.14%.
Cotton
* India is a leading producer of cotton. It is largely a kharif

crop with a 6-8-month maturity cycle and its sowing

depends on factors such as soil, temperature, climate

and irrigation.

Cotton crop was ready to harvest in Anand, Gujarat

14 GROUND VIEW
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Many farmers were enquiri

“Cotton is a very dynamic crop. Frost is its enemy; it needs
temperatures of 21-30 degree celsius,” said Mr Patel, a
large agriculture-inputs dealer in Anand, Gujarat, a state
that is India’s leading cotton-producer (one-third share)
followed by Maharashtra, Andhra Pradesh, Karnataka,
Tamil Nadu and Madhya Pradesh. “Gujarat is the most
preferred state to produce cotton because it has the right
temperature, soil, availability of water and agriculture
inputs. Gujarat's leadership in textiles is highly dependent

on its cotton production,” said Mr Patel.

Cotton has the second-highest pesticide consumption after

paddy, covering about 6% of agriculture input costs.

L

ng about pesticides products at Kisan fair

Pune, Maharashtra.

Onion

Recently, onion prices went through the roof. “Excess
rainfall damaged standing crops in larger areas, creating
shortages. Prices will come down once domestic supply
stabilises and imports begin (were to start by January),”
said a Nagpur-based onion farmer at the Kisan Fair 2019 in

Pune.

India is the second-largest onion-growing country in the
world with a production of ¢.23mn tonnes; production is

round the year.

Onions are majorly harvested after the rabi season (March
to May) and major states producing states are Maharashtra,
Karnataka, Madhya Pradesh and Guijarat — these cover
¢.65% of India’s production.

In onions, seeds are a major contributor to operating costs

with a share of 19%, second-highest after potato.
Potato

e Potato used to be called a poor man'’s friend and has
been grown for 300+ years. It is known for its widespread
availability, affordability, and its usage in various Indian
dishes.

* |t grows throughout the year (Kharif: September to
November. Rabi: December to March), but rabi harvesting

covers a major share.

¢ India is the third-largest potato producing country in the
world, at 52mn tonnes.

e Three states — Uttar Pradesh, West Bengal and Bihar —
produce c.70%.

* Potato is a high consumer of agriculture inputs with seeds

having a major share at about 32%.

Benefits of MSPs are
very limited

The Commission of Agriculture Costs & Prices (CACP) in
the Ministry of Agriculture recommends MSPs for 23 crops
(kharif and rabi). The aim is to keep MSPs at 1.5x production
costs, taking into account the demand and supply situation.
However, this methodology has been criticised. “Current
MSP methodology does not reflect the present situation

of farmers. CACP only undertakes projections based on
state-wise and crop-specific estimates based on Ministry

of Agriculture data. And, this data is three years behind,
which means the cost escalation in inputs for farmers is not
reflected in MSP,” said Mr Rao, a marketing officer a the
Adventz Group.

The government maintains that it reviews MSPs every sowing
season to ensure that farmers receive adequate realisations.
The CACP determines production costs of crops based on
A2+FL (A2 = cost of agriculture inputs, hired labour, fuel,
irrigation and other inputs costs. FL = value of unpaid family
labour) and C2 (comprehensive costs covering interest

cost, rental cost, owned land and fixed capital costs, above
A2+FL). Government aims to keep MSPs at 1.5x of A2+FL
cost rather than C2 or comprehensive cost.

-29 Feb 2020
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So, observing incidence of crop losses caused by
uneven rainfall, continuous rise in input costs, and
limited compensation via crop insurance, it seems

like farmers’ realisations are limited. Keeping MSPs at
A2+FL cost does not seem to be compensating farmers
adequately.

“Agriculture is the prime source of income for us. Our
aim is to get some profit so that we can plan future
sowing. Rising costs and no compensation for losses
forces us to take loans at high costs. If there are two or
more back-to-back poor seasons, then our high-interest
loans keep on rising,” said a small farmer in Uttar

Pradesh who was busy with wheat and potato sowing.

Analysis of A2+FL and
C2 costs with MSP and
mandi prices

Looked at two major crops - rice (kharif) and wheat
(rabi). Aim was to determine farmers’ gross earnings.

Paddy

* Mandi price for paddy remained below MSP for most
months over the past three years. At mandi prices,
farmers’ gross margins considering A2+FL costs are at

35% in the past three years.

e Paddy is considered to be a risky crop due to its high

dependency on monsoon, and therefore, farmers’

earnings are highly determined by monsoon prospects.

Untimely rain increases the chances of crop damages.

* Considering comprehensive cost, farmers are not
making any profit on an average for the past three
years. This seems to reflect the general picture of
farmers’ earnings for paddy crops. However, it will vary
from state to state and sowing areas. For example,
farmers in Punjab/Haryana or western Uttar Pradesh
will not be affected much, and earn a reasonable profit
because irrigated farms stand at +90% in these states

compared to India‘s average 48%.

Paddy: Farmers' margins are neutral at

comprehensive cost levels
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Wheat

The prospects of this crop largely depend on moisture
levels in the soil. A normal monsoon or an extended
monsoon (beyond September) during kharif season
increases the yield and profitability of wheat.

Chances of crop losses are limited vs. kharif season — due
to limited dependence on monsoon.

MSPs have remained above mandi prices over the past
three years.

At mandi prices, farmers’ gross margins considering
all comprehensive (C2) costs were at about 35% in the
past three years, but considering costs at A2+FL, they
increased to 100% of mandi prices.

Wheat: Better realisations vs. kharif crops such as paddy
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Storage and
procurement: Important

for farmers’ profitability

Government procurement and storage of crops
plays an important role in determining farmers’
true realisations, as mandi prices are often below
MSPs. Traditionally, government procurement is
largely focused on traditional crops such as rice and

wheat, mainly to have food security in the country.

Government data suggests that procurement is
only 20-25% of production and largely only in
select states such as Punjab and Haryana. “Punjab
or Haryana, both are traditionally high crop
producing states — whether it is wheat or rice. So,
procurement is also high and storage facilities are
also built by government agencies such as Food
Corporation of India (FCI) or state agencies,” said
Mr Dubey, a marketing representative working

with a large fertiliser company in Haryana.

Government agencies (FCl and state agencies)
largely store rice and wheat in order to maintain
buffer inventories for food security, demand/
supply management, and controlling prices.
Continuous bumper harvesting of rice and wheat
over the past few years has forced government
agencies to store inventories that are much

above (1.2x) set norms of about 20mn tonnes..

GROUND VIEW 17



Government
procurement process
not easy for farmers

e The government has many criteria to buy at MSPs
from farmers — the most important one is quality.
Farmers have to visit dedicated procurement centres
(additional freight costs).

® Procurement is for food grains mostly, farmers
producing a variety of crops need to spend additional
money on freight.

e Sometimes, farmers are also forced to sell at mandi
price because they have to repay a loan taken from
the buyer itself (loan against crop produce).

* The role of MSPs becomes less relevant with selective
procurement (beyond rice/wheat). So, farmers

don’t have much choice and are forced to sell non-

Rice and wheat stocks are greatly above normal
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traditional crops such as grains/fruits/vegetables at mandi

prices to get quick money and start preparing for the next

season.

Poor procurement and selective crops storage indicate poor management by

the government.
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Banana crop was at flowing stage in Nagpur, Maharashtra

It has been over seven decades since

M onsoon St] | | rema | ns independence, and Indian agriculture still largely

depends a lot on the monsoon season for its

th e key d rlve r fo r water supply. Many experts attribute this to very

little investment in irrigation projects, growing

Successfu | fa rm | ng population and industrialization, and increasing

cropping areas. Within the season, distribution of

rainfall plays an important role in determining the

success of that year's crop.
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STRUCTURAL CHANGES

Challenges bring in better solutions

Structural drivers are supporting growth, despite near-term challenges

India’s core advantages of higher topographical
diversity, soil, and climate makes it one of the most
agriculture-conducive countries in the world. The
small-sized farming, different cropping patterns across
the country and farmers’ multi-tasking ability makes
India a leader in agriculture. However, farming has

also become challenging over the past few years due

to mismanagement of resources, policies, and climate
change. “There is no doubt that agriculture is the prime
driving force of rural India. While the last few years have
been challenging for farmers, the government’s current
focus towards farming will surely support them. In fact,
this has helped us to grow faster in terms of revenue and
profit,” said Mr Shinde, a product development manager
with a large fertiliser company based in Pune, speaking
to the GV team at a Kisan Fair.

Despite all its inherent positives, it is fairly well known
that Indian farming and its farmers are facing many
challenges; a key one is earning reasonable profits or
recovering costs. Dr Ashok Dalwai, CEO of Doubling
Farmers Income Committee of Government of India,
believes that there are problems on both sides —
production and post production. “The first is addressed
via high MSPs and the second via marketing efforts.
Some changes are visible, but it will take time,” he said.
Mr Dalwai's comments are in line with the government’s
efforts to encourage better agriculture growth and its

approach of making structural changes in the sector.

“We (farmers) are also businesspersons — we shift to
crops where returns are higher. Also, we gauge water
availability, MSP, and mandi prices before sowing,” — Mr
Rai, a farmer and agriculture inputs dealer in Amritsar,

Punjab.

Here are some of the structural changes that are
panning out in the sector:

Focus on less water

consuming crops

One of the main disadvantages of Indian farming has
been dependence on monsoon water. In the past two
decades, we have seen that every 2-3 years, there has
been a drought-like situation or below-normal rainfall
compared to periods in the 1980s or 1990s, which were
more stable. As uncertainty of monsoons often puts
sowing and crop-production at risk, farmers need to find
options to improve production and yields. Focussing on

less water-dependent crops is an ideal option.

The government has been advising farmers to select
crops with minimum water requirements. “l am planting
more oilseeds (soybean) rather than wheat and rice over
the past two years, as water availability is very limited,”
said a farmer from Latur, Maharashtra, who seemed quite
satisfied with this gradual shift in his sowing pattern,
which he believed has helped him improve yields and

realisations.

Mr Darak, a senior marketing representative of Hifield-
AG Chem India, a small agrochemicals company based
out of Aurangabad believes that fruits, vegetables, and
cereals are the best options for farmers. “Water plays an
important role in farming; deficient rainfall over the past
two years forced farmers to adopt different cropping
patterns requiring less water.” Historically, farmers have
been quite inclined towards sticking to traditional crops
due to well-known procedures in terms of sowing, costs,
realisations, and credit management. Often, farmers
only stick to crops sown by neighbouring farmers so that
profits/losses are similar. However, as Mr Darak points
out, — “Now, farmers are more aware of newer products,

methods, and crops. They are happy to take up new
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Alarge vegetable market in Nashik, Maharashtra

challenges. One more reason for accepting change
is the uncertainty of rainfall — farmers have to find
some solution if rainfall is not great.”

Key crop-production trends indicate increasing focus
on pulses and horticulture

— i+ WA — el — Paliag
——iluerts ——Mosfoed oopt*  —— Horticultune
00
< 180
g
< |8
E é T2
=
|3
Z 0
.
5
=
2
B 0
s
=
2
=
@
£ FY06 FYO7 FYDS YOS FI0 FYIT FRIZ FYI3 FY14 POIS PG POT PSP
wvy

Changing lifestyle and
eating habits

Many agencies are expecting India’s population to
be c.1.8bn by 2050, which would entail a ¢.70% rise
in food demand. In addition, rising income levels of
the middle-class population is supporting changing
food-consumption patterns. People are moving
towards animal products (poultry, meat, and eggs),

fruits, and vegetables vs. cereals earlier.

Kisan Fair, India’s largest agri show, saw 150,000
agriculturists and over 500 companies attending in
2019. At the event, the main reasons for changing
food consumption patterns emerged as alterations
in lifestyle and eating habits. Many agriculture
inputs companies emphasized at the Kisan Fair that
demand for horticulture, livestock, and fisheries

products should overtake cereals (rice, wheat)

1-29 Feb 2020
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Changing food consumption pattern

Food groups 1983 2011 % change
Fruits 3.3 11.9 261
Edible oil 4.5 8.7 93
Milk 45.0 64.9 44
Meat, fish and eggs 54 7.5 39
Vegetables 479 56.2 17
Sugar 11.4 10.0 (12)
Pulses 11.8 10.0 (15)
Cereals 168.0 133.4 (21)
Change in intake of dietary nutrients
Food groups 1983 2011 % change
Fat (g/capita/day) 29.3 44.5 51.9
Beta-carotene (ug/capita/day) 1,358.0 1,676.0 234
Calcium (mg/capita/day) 489.0 579.0 18.4
Zinc (mg/capita/day) 8.4 9.9 17.9
Calories (kcal/capita/day) 2,153.0 2,104.0 (2.3)
Protein (g/capita/day) 60.8 56.5 (7.1)
Iron (mgcapita/day) 40.6 35.9 (11.6)
Cereals 168.0 1334 (21)

Source: Indian National Science Academy research paper survey, PhillipCapital India Research, consump-

tion in kg/capita/year

demand in the medium to long term. A research paper
published by IARI (Indian Agriculture Research Institute)
supports this contention. The paper says that from 1983
to 2011, consumption of cereals declined by 21% - from
168kg to 133kg per capita per year. In the same period,
consumption of milk increased by 44%, meat by 40%,
fruits by a whopping 260%, vegetables by 17%, and
edible oils by 79%.

Land holdings
are shrinking

While India’s agricultural land mass has remained
stagnant over the past few decades, share of small and
marginal farmers’ holdings (<2 hectares) is continuously
rising. By 2016, their share was ¢.90%; therefore,
government policies and reforms are formed keeping the

interest of these farmers in mind.

“Inheritance issues have led to division of land
holdings into smaller and smaller holdings,” said Mr
Nimbalkar, a farmer from Nashik, Maharashtra, who
holds c.4 acres of inherited agricultural land. Another
farmer from Nagpur, Mr Kamble, who has about 2
acres, believes that smaller holdings support non-
traditional crops such as fruits and vegetables and
sometimes even oilseeds, better than traditional crops
do. "Profits are much better in fruits and vegetables
compared to rice, wheat or sugarcane. In fact, | am

exporting fruits such as grapes to generate better

returns,” said Mr Kamble

Share of marginal farmers is increasing rapidly
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Government has
increased support for
non-traditional crops

The government support has always been
important for the development of agriculture.
However, the government has limited ability

to procure crops and this becomes very
important when MSPs falls below mandi prices.
In this situation, farmers end up making lower
realisations. They have only a limited window to
offload their produce and prepare for the next
season. Traditionally, the government’s share of
procurement is just about 25%, and that too in
rice and wheat. That means that farmers have no

choice but to sell at mandi prices.

"Government only focuses on traditional
crops, as those are essential items for food
security. Majority of procurement happens in
Punjab and Haryana because both states have

better storage facilities,” said Mr Verma, a

Government's shifting focus on non-traditional

crops is partly supported by MSPs
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large distributor of agriculture inputs in Uttar Pradesh.
Farmers end up selling at mandi prices in most states.
"Over-supply of rice/wheat has forced the government
to encourage cereals/pulses/oilseeds by raising MSPs,
so that farmers receive better returns,” he added. MSPs
trends over the past few years support this shift.

Afarmer from Anand, Gujarat was preparing for the second crop after planting bananas

1-29 Feb 2020
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GOVERNMENT SCHEMES

The impact of government policies

Benefits have started flowing,
but at a gradual pace

Implementation is the key

Government policies have been designed to raise
agriculture production and productivity with the
objective of improving the income and standard
of living of farmers. The focus is on expansion

of cultivated areas, land reforms, support prices,
public storage, procurement, distribution, trade
protection, and availability of credit. These
policies have largely benefited farmers, but

now, with gradual and structural changes in
agriculture and the economy, farmers seem to

be struggling to earn reasonable realisations.

Continuous farmer agitations, especially in Madhya
Pradesh, Maharashtra, Punjab, Haryana, Gujarat,
Uttar Pradesh and Tamil Nadu, have prompted the
government to take several measures to improve

the income levels of farmers. A major scheme
that is being implemented is PM-KISAN, a
flagship scheme of the central government,
which aims to support farmers’ incomes so
that they can buy agriculture inputs with
greater ease. State governments (Telangana,
Andhra Pradesh and Odisha) also announced
similar policies to support farmers’ income
such as Rythu Bandhu, Rythu Bharosha and
Kalia. Other major supporting initiatives
include crop insurance (revamped), emphasis
on irrigation, wider penetration of soil health
cards and Direct Benefit Transfer (DBT)

in fertilisers. These policies are aimed at
strengthening the long-term sustainability of
agriculture with better usage of agriculture
inputs, diverse cropping areas, and

securing and sustaining farmers’ incomes.

Another important factor or ‘compulsion’
for the government to support farming
communities is the large vote bank that they

represent. Indian farmers cover ¢.15-20%
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“The bigger question is
implementation. | am
very hopeful that over the
long term, farmers start
getting benefits. Looking
at all schemes holistically,
| believe southern states
will benefit the
most because of
higher cash crops
and expansion of
irrigated areas,”

- Mr Rane, COO of Indofil Industries.

of the voting population directly, while the rural
population contributes c.70%, which means that
a large share of population is directly or indirectly
involved in agriculture and allied sectors.

The political parties have to prioritise farmer
communities for winning elections. Historically, all
political parties (state or central) have announced
incentives to farmers by way of one-time

loan waivers or incentives to support farmers’
incomes. But those benefits always provided

only limited and short-term benefits to farmers.

Various measures by state
and central governments
indicate a long-term visibility
in agriculture, but their
implementation is the key.

Income support schemes

Pradhan Mantri Kisan Samman Nidhi

(PM-KISAN)

Objective

To supplement the financial needs of landholding
farmers. To provide help for procuring inputs that
would ensure proper crop health and appropriate

yields.

Will support farmers in becoming less dependent on

money lenders for financing farming activities.

Exclusions: (1) Institutional land holders. (2) Farmer
families holding institutional land. (3) If one or more
family member have been former and present
holders of constitutional posts, or former and present
ministers/members of Loksabha/Rajya Sabha/state
legislative assemblies/mayors/chairperson of district
panchayats.

Benefits

It aims to disburse Rs 6,000 to farmers’ families
(family — spouse and minor children) in three equal
instalments wherein farmers can procure various

inputs for better crop health and improve yields.

Farmers need to enroll with state government
agencies with Aadhaar authentication. Benefits are

directly transferred to farmers’ bank accounts.

First instatement was for Dec 2018 to Mar 2019.
According to Mr S Singh, a district officer from
Mathura in the Uttar Pradesh Agriculture Department,
70% of India’s farmers have received second and
third instalments too. He said that the government
was in the process of integrating various details in the
system and this would take time as the verification
process was being carried out. This suggests that
disbursement under PM-Kisan could improve once
data integration is complete; this should take about
6-12 months.

1-29 Feb 2020
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“Aadhaar wasn't needed for the first
instalment, but the government has made
it compulsory to authenticate Aadhaar
from the second one; maybe due to the
elections. Aadhaar is delaying the process”
- Mr S Singh, a district officer from Mathura in Uttar Pradesh agriculture

department who is directly involved in implementing various state and
central government schemes.

Budget:

e The central government’s PM-Kisan is the most
talked-about and large scheme that aims to
improve farmers’ income with a budget of Rs
750bn.

Beneficiaries

e The numbers of beneficiaries as on 18 December
2019 were 88.8mn. Similarly, the number of
first, second, third, and fourth instalments
paid by the government to beneficiaries were
84.53/75.89/62.12/30.91mn.

e UP had the highest disbursement with a share
of ¢.23% followed by Maharashtra, Rajasthan,
MP, AP, Bihar, Karnataka, and Gujarat with a
combined share of c.46%. Uttar Pradesh had
seen large enrolment compared to other states
mainly due to better cooperation of the state
government and a higher farmer base in the

state.
Ground realities

¢ Based on the number of beneficiaries by the
second week of February, disbursement amount
was c.Rs 337bn. Since the start of the PM-Kisan
scheme, total disbursement amount has been
c.Rs 533 bn against a budgeted amount of Rs
750bn.

¢ The Minister of Agriculture and Farmer Welfare,
Mr Narendra Singh Tomar, explained the reasons

for slow spending in the Lok Sabha saying - “It

is an ongoing scheme. The actual utilisation of
funds may be varying depending upon verification.
The actual fund position shall be ascertained by
reconciliation after end of FY20. The onus lies with
state governments to identify beneficiaries and
upload their details on the PM-KISAN portal”.

Another major reason for slow disbursement was
that the list of beneficiaries are based on FY16
agri-census data, which does not include joint
land holdings. Integrating the total number of
beneficiaries will take time.

Farmers in Maharashtra, Punjab, and Gujarat said
they received their first instalment, but only a few
received subsequent payments. | received Rs
2,000, but nothing after that,” said a farmer from
Latur, Maharashtra, at the Kisan Fair in Pune. A
farmer from Nagpur said, “It is a good scheme, but
payment should be done within a fixed timeframe.
We need money before sowing. | believe the first

instalment came easily because of elections”.

Farmers from Punjab and Gujarat were slightly more
positive about the scheme saying it helps them to
reduce fertiliser costs and that it covers some of the

kharif losses.
UP is the biggest agricultural state with 24mn

farmers and as such, its number of beneficiaries are

higher vs. other states.

[% of toal Bemedficiaries undes PM-Kitan]

“ -

&

o

NIT
S T A

26 GROUND VIEW

1-29 Feb 2020

Source: pmksy.gov.in, PhillipCapital India Research



A

—TTEN |

3 W

ching Rythu Bandhu scl;eme

Chief Minister of Telangana, Mr K C Rao laun

Rythu Bandhu scheme (Telangana)
Objective

¢ In line with PM-KISAN, a few state governments also
ran income-support schemes. The most popular and
successful among them is considered to be Telangana’s
Rythu Bandhu (Agriculture Investment Support Scheme)
run since kharif FY19.

® The scheme aims to support buying of agriculture
inputs, encourage investments in agriculture and
support crop production. For buying seeds, fertilisers,
pesticides, labour and other investments.

Benefits

e The Telangana state government enhanced income
assistance to Rs 5,000/acre/season for 2019-20 from Rs
4,000 in 2018-19.

® Amount is distributed through ‘order cheque’ (direct
bank transfer) before the kharif season (April/May).
If beneficiary amount exceeds Rs 50,000, then two
cheques are distributed (the amount beyond Rs 50,000
is provided through another cheque).

® The scheme is implemented by the state agriculture
department (district collectors) based on updation and
purification of land records by revenue departments.

¢ The disbursement happens before the sowing starts
for kharif (in April-May) under the supervision of district
collectors, joint commissioners, DAOs, and RDOs.

Budget:

Implemented from 2018-19 kharif season with a budget

allocation of Rs 120bn in Telangana.

Similarly, Telangana government extended assistance to
98% of farmers and is likely to disburse about Rs 145bn
against an allocation of Rs 128bn for 2019-20.

Beneficiaries

¢.87% of Telangana farmers benefited from this scheme

in 2018-19 of the total 5.95mn and it is estimated to have
spent Rs 102bn compared with a budget allocation of Rs

105bn.

The scheme seems to be more successful compared to
any other support schemes — state government records
show that of the c.5mn farmers in the state in 2018-19,
¢.87% have benefited.

Ground realities

“It is the best scheme so far. About 90-95% of farmers
benefited. My fertiliser cash sales have gone up as
farmers are spending directly; better than they did with
credit facilities,” said Mr Ramamurthy, a large wholesale
and retail distributor of fertiliser in Nalgonda district in

Telangana.

A farmer holding about 50 acres of agriculture land at
Mahabubnagar district in Telangana was also happy

About 95% of farmers will benefit under

“Rythu Bhandhu" in 2019-20
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with Rythu Bandhu. “A good policy for us. In my area,
most of us are benefiting. Our credit dependency

has reduced substantially,” he said. He also said that
another way could also work better, “Income support
is good, but a small portion of farmers may misuse the
cash. It is better to get higher crop realisation. Madhya
Pradesh state’s Bhavantar Bhugtan Yojana was a good
example wherein we get the price difference between
MSP and mandi prices. So, our realisation for selling

crops is not affected.”

| J | Jl I
ef Minister of Andhra Pradesh, MrY S Jagan Mohan Reddy, with a
farmer for launch of Rythu Bharosa scheme

Rythu Bharosa scheme (Andhra Pradesh)

Objective

The YSR Rythu Bharosa scheme was implemented by the
Andhra Pradesh government from October 2019 (rabi

2019) for providing financial assistance to farmer families,

including tenant farmers, across the state — to help in
timely sourcing of quality inputs and services for better
crop productivity. A scheme similar to Rythu Bandhu, its
aims are also similar. It will be implemented for five years

vs. four years earlier.

This scheme is a replacement of the TDP government’s
‘Annadata Sukhibhava’.

Exclusions: Institutional land holders, farmer’s families
belonging to former/present constitutional post (more or

less similar to PM-Kisan).

Budget, benefits, and beneficiaries

* The assistance is Rs 13,500 per year per farmer family
in which the state government’s contribution is Rs
7,500 and the rest is from the PM-KISAN scheme
disbursement of Rs 6,000.

* The state government is expecting about 5.3mn
farmer families to benefit in Andhra Pradesh. An
amount of Rs 72bn is estimated to be disbursed by
the state (44% share) and the central government
(56%).

¢ The numbers of families under the scheme are 5.3mn
(6.7mn farmers) and the AP government has allocated
Rs 88bn for the scheme. The estimated cost of
disbursement is c.Rs 72bn, which includes PM-Kisan
allocation of Rs 32bn.

Ground realities

® The state government seems to be in the process
of fully implementing the scheme, but it will take
some time to benefit farmers. “The policy is just
renamed by the state government by linking with
PM-Kisan. It has just started and success rate is about
30-40% in our area due to the government'’s budget
constraints,”
officer at Adventz Group at Hyderabad. Mr Reddy, a

large farmer from Telangana holding some agriculture

said Mr Rao, a market development

land in Andhra Pradesh, echoes Mr Rao, “| have got
some share of PM-Kisan, but not all instalments. The

scheme is good, but implementation is taking time”.

Krushak Assistance for Livelihood and
Income Augmentation -
KALIA (Odhisa)

* The KALIA scheme was launched in December
2018 by the Odisha government to support small,
marginal, and landless farmers in the state.

* Objectives: To improve poverty.
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The total cost of the scheme is Rs 100bn
with financials support such as: (1) Rs
10,000 per family in rabi and kharif seasons
to about 3mn farmers. (2) Rs 12,500
assistance to about Tmn landless agriculture
households for agriculture activities. (3)

Life insurance of Rs 0.2mn and additional
personal accident cover of Rs 0.2mn to
about 5.7mn households of cultivators and
landless agricultural laborers. Government
will also share part of the premium paid.

(4) Interest free crop loans to vulnerable
landless laborers, cultivators, share croppers
and agriculture families identified by gram

panchayats — up to Rs 50,000 at 0% interest.

Bhavantar Bhugtan Yojana (BBY)
scheme (Madhya Pradesh)

¢ Madhya Pradesh launched BBY in October
2017 to compensate farmers in the event of
a fall in crop prices. The scheme was initially
extended to eight crops - largely oilseeds
and pulses — as government procurement is
very limited in these compared to rice and
wheat.

e Farmers are compensated if selling price is
lower than MSP.

e The compensation is determined on model
price (market price within the state and
outside the state).

e |f farmers’ selling price is less than MSP but
higher than model price, then the difference
between MSP and actual price is paid. If
selling price is less than MSP/model price
then the difference between MSP and model
price is paid.

Crop Insurance: Pradhan Mantri
Fasal Bima Yojana (PMFBY)

Objective

* To provide insurance cover and financial
support to farmers in the event of crop
failure because of natural calamities, pests,
and diseases. Stabilize farmers’ incomes,
encourage them to adopt innovative and
modern agriculture practices, and ensure
flow of credit to the agriculture sector.

* PMFBY has made several improvements
over previous schemes such as National
Agricultural Insurance Scheme and Modified
National Agricultural Insurance Scheme. It
has no upper limit for government subsidy

(premium paid) compared to older schemes.
Benefits

¢ Insurance charges paid by farmers (of sum
insured or the actual rate, whichever is
less) for kharif crops (food and oilseeds)
are 2%, for rabi crops (food and oilseeds)
these are 1.5%, and 5% fpr kharif/rabi crops

(commercial and horticulture crops).
Budget:

e PMFBY was implemented in February 2016
with an initial budget of Rs 55bn in FY17.
The revised budget allocation was Rs 136bn
for FY20 and Rs 157bn for FY21.
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Irrigation schemes:
Moving towards a
long-term solution

Beyond income support policies, the ones that

were most discussed dealt with expanding irrigation
areas. Historically, the government was only focusing
on small and medium projects with development

of surface water; major investments were made

only from the public sector. Now, it is focusing

on comprehensive areas such as micro and drip

irrigation, with support from the state governments

and the private sector.

Irrigation: Pradhan Mantri Krishi
Sinchayee Yojana (PMKSY)

e  Government launched PMKSY by formulating
ongoing schemes of Accelerated Irrigation
Benefit Programme (AIBP) of Ministry of Water
Resources (MoWR), River Development and
Ganga Rejuvenation (RD&GR), Integrated
Watershed Management Programme (IWMP)
of Department of Land Resources (DoLR) and
the On Farm Water Management (OFWM) of
Department of Agriculture and Cooperation
(DAQC).

e Vision: Extending coverage of irrigation ‘har
khet ko pani’ and improving water usage
efficiency ‘more crop per drop’ with a focus on
solutions in water source creation, distribution,
management, field application, and extension

activities.

* AIBP is focusing on faster completion of

ongoing major and medium irrigation projects.

e PMKSY of MoWR and RD&GR are focusing on
creating water sources through minor irrigation
including repairs, restoration, and renovation
of water bodies, strengthening carrying

capacities, etc.

* DolRis responsible for water harvesting
structures such as dams, nala bund (water

retaining structure), farm ponds, and tanks.

* DAC is focused on programme management,
preparation of the state/district irrigation
plan, approval of annual action plan, and

monitoring.

Mr S Singh of the Department of Agriculture at
Mathura, UP, believes that only 50% agricultural
land is irrigated. “This is major concern for
farmers, who are then left with no option but

to rely on the monsoon. Past policies were only
focussed on smaller irrigation projects that had an
efficiency of only 30-40%".

PMKSY seems to be providing some solution by
addressing the problem of efficient usage of water
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and expanding irrigated areas. The government
combined four ongoing programmes or polices
under PMKSY so that water efficiency can be
improved (‘more crop per crop’) with a vision to
extend irrigation areas under a vision of “Har
Khet Ko Pani”, primarily focusing on extending
areas. There are several projects underway via
central funding and assistance and through states
governments — to expand the irrigation areas and
reduce monsoon dependency. Under the ‘more
crop per drop’ by AIBP, the central government
has sanctioned about Rs 18bn in FY20 (sanction
in the past four years has been c.Rs 104bn for 255
projects) with small and medium projects (around
43) covering all major states. The government
aims to cover about 2mn hectares of potential

irrigation areas under this.

Projects sanctioned under PMKSY (AIBP)
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Some major irrigation projects

Two most important and large irrigation projects are under
development in Telangana and Andhra Pradesh at an
estimated combined cost of about Rs 1,350bn.

o The Kaleshwaram Lift Irrigation Project (KLIP) in
Telangana is the longest in Asia at 1,832kms to be
built at cost of about Rs 800bn. The state government
expects this project to add 0.8mn hectares of irrigated
area, covering c.3mn hectares in the state. It is to be
completed by 2022-23. The additional areas should
cover the state’s entire water requirement by covering
all districts. The project has several phases and was
inaugurated in June 2019. The state government has
spent about Rs 480bn (c.60%) by the end of FY19 and
is presently seeking central support for further funding.

o Polavaram project in Andhra Pradesh on the Godavari
River will be developed at a cost of Rs 550bn adding
¢.300,000 hectares of irrigation areas with increasing
water supply for the state. Interestingly, the project

Afertiliser retailer at Anand, Gujarat, taking fingerprints for his Point-
of-Sale (PoS) machine transactions
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will support other nearby states such as Odisha and
Chhattisgarh as water saved will be shared with them
(6.5TMC). The progress of the project was affected due
to floods last year and the newly elected government
in the state reviewed the cost and started the project
activity. It is supported by central government funding;
the state government believes it will complete the
project by 2021. “This project should be a game
changer in AP. Water from the Godavari will also
support Krishna and Rayalaseema areas,” said Mr

Rao, a market development officer at Adventz Group,
who was quite positive on the development of the
Polavaram project. “About 90% of areas to be covered
under irrigation compared to about 40-45% at present
in AP. It is good for farmers and companies like us.
Larger irrigation areas will surely help more sowing. This

will improve consumption of agri inputs,” he added.

Other schemes

Soil Health Card (SHC) scheme

SHC is a printed report that has the status of soil

in terms of 12 parameters — such as primary and
secondary nutrients status (N, P, K, S), micro nutrient
status (Zn, Fe, Cu, Mn, Bo) and physical parameters
(pH, EC and OC).

A group of farmers from Nashik, Nagpur and Kolhapur with PhillipCapital's
analyst Deepak Chitroda

¢ lLaunched by the government in 2015 to adopt
comprehensive soil health management practices,
optimizing water resources, etc.

® SHCs are issued to farmers carry crop-wise
recommendation for nutrients and fertilizers.

* Aim is to improve productivity by using the right
agriculture inputs.

e Samples are collected across soil-testing labs,
examined by experts, and recommendations are

provided to farmers.
Direct Benefit Transfer (DBT) for fertiliser

e DBT was implemented in 2016 with pilot projects
in select districts across India. The objective was
to install Point of Sale (PoS) machines at each retail
outlet (about 225,000) where fertilisers were sold.

e Phase 1 of selling fertilisers through PoS machines
was implemented on a pan-India basis — where
subsidy is transferred to fertiliser companies after
PoS authentication at the retail counter.

* The Indian government is in the process of working
on methods/procedures to transfer subsidy directly
to farmers’ bank account under phase 2, so that
fertiliser companies are free from the subsidy

regime.
National Agriculture Market (e-NAM)

¢ National Agriculture Market (e-NAM) is an online
trading platform for agriculture commodities
facilitating farmers, traders and buyers.

Launched in April 2016. Since then, the government
has integrated 585 wholesale regulated markets
(APMCs).

e Small Farmers Agribusiness Consortium (SFAC)
is the lead agency for implementation of e-NAM
under the Ministry of Agriculture.

* The objective promotes uniformity in agriculture
marketing with integration of APMCs (Agriculture
Produce Market Committees) across the country
through a common online market platform.

¢ Total volumes were 258mn tonnes — with a value of
Rs 708bn by June 2019.
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AGRI INPUTS SECTOR

Companies have already started

reaping returns

Structural changes support consumption of agri inputs

Indian agriculture is highly dependent

on the monsoon, whose progress and
distribution plays a key role in determining
crop production and farmers’ incomes. The
performance of the kharif season sets the
outlook for agriculture and its allied sectors.
Kharif planting starts with south-west

monsoons in June.

Different crops are sowed in the two
seasons, kharif and rabi, but share of
production is largely equally distributed
between them in terms of food grain
(rice, wheat, cereals and oilseeds). Kharif
predominantly includes paddy (rice),
bajra with major cereals such as ragi and
small millets, pulses (maize, urad, moong,
groundnut), some fruits/vegetables,

and common crops such as cotton and

sugarcane.

The consumption prospects of agriculture
inputs are highly correlated to crop
dynamics and the monsoon'’s performance.
For agrochemicals, kharif is important
because paddy and cotton cover a large
share of pesticides demand.

Monsoon becomes somewhat more
important for non-urea fertilisers than urea,
but it is more or less evenly distributed over
the two seasons. “Ultimately, fertilisers are

a nutrient and necessary for plant growth.
Demand is affected to some extent for
complex grades due to higher MRPs, but
not urea,” said Mr Arora, a senior marketing
officer at one the largest P&K fertiliser
groups in India.

Afertiliser trading company, Richfield Fertilisers based out of Nashik,
Maharashtra was displaying various grades of water-soluble fertilisers at the
Kisan fair in Pune

“Paddy and cotton constitute 60-70% of
pesticide consumption, so kharif season is
very important to our industry, ... Pesticides
are consumed at a later stage of sowing.
Erratic rainfall discourages farmers from
using agrochemicals,”

- Mr Rane, Indofil Industries Ltd.
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Production share of major crops: Kharif vs. rabi
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Hindchem Corporation, an agrochemicals company based

out of Mumbai. Like Hindchem, other large companies saw
sales volumes dropping. Insecticides products were hit due
to less pest incidences and herbicides/fungicides products

were dented by lesser sowing areas.

Fertiliser consumption for kharif improved for major
products such as urea (+3% yoy) and DAP (+2% yoy). It was
stable for other complex grades and potash consumption.
“Farmers buy 50-60% of their (fertiliser) requirement ahead
of the (sowing) season. Poor monsoon has limited impact
on consumption, unless channels inventories are high.
Continued fall in MRPs and healthy inventories support a

rise in sales,” said Mr Khare, former chairman of Madras

Fertiliser.

Delayed monsoon affected kharif sowing areas in 2019
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Agri input consumption in Kharif 2019 hurt by erratic
monsoon

2019 kharif saw erratic monsoon, delayed start by a month,

and a one-month extension. Farmers started with limited

kharif sowing areas, which gradually improved after August.

By the end of the season (September), planting areas
had reached 100% with support from cereals, cotton, and

oilseeds, but there was major decline in areas from the main

(usual) kharif crops — paddy and pulses.

Erratic weather affected the consumption of agriculture
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Paddy sowing area affected the mostin 2019
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inputs, particularly, agrochemicals. “This time kharif impacted

us a lot. Late and untimely rain with poor distribution dented

our volumes by 20-25%,"” said Mr Sharma, a sales manager at
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Source: Ministry of agriculture, PhillipCapital India Research, Bar in red are common crops for kharif and rabi

Rabi is doing exceptionally well

While the progress of the Rabi (winter sowing) season and
its performance largely depends on the distribution of
the monsoon, planting, and harvesting during kharif. Rabi
mainly covers wheat, cereals (barley), pulses and some
fruits/vegetables. Mr Agarwal, one of largest distributor
of fertiliser and agrochemical in Amritsar, Punjab,
explained — “Normal or extended monsoon always helps
larger sowing areas for rabi crops because soil contains
higher moisture, supporting all winter crops.”

Normally, sowing is done by October and harvesting is

complete by February/March across various states. In this
season, agriculture inputs consumption is at lesser risk, as
rabi demand is already pre-determined based on kharif’s

Production share of rabi crops
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performance. “Our fertiliser consumption in rabi season is
similar to what it is in kharif. For pesticides, rabi contributes
20-30% of our annual sales. This time, rabi off take has
been exceptionally good. Our volumes are 10-15% higher
than last year,” said Mr Agarwal. Mr Agarwal said that kharif
crops paddy and cotton determine 60-70% consumption of
pesticides. Good volume growth so far in the rabi season
clearly suggests pesticide consumption will be higher this

year in the rabi season compared to last year’s rabi.

Rabi season is almost over. So far, planting areas improved
by 10% to 66mn hectares this year, touching 104% by the
end of January 2020 compared with 95% in the previous
year. All major crops, including wheat, pulses (gram, lentil),
cereals (corn, jowar, and barley), oilseeds (mustard) and
fruits/vegetables (onion/potato/grapes/apple/chilly) have
seen sowing areas growing by 6-15% compared to last year.
An extended monsoon also helped to have water storage
at 91 BCM (billion-cubic meters), much above the 10-years
average and compared to 2018, and is likely to support
farmers for double planting ahead of kharif 2020.

The bumper sowing supported consumption of agriculture
inputs. So far, fertiliser (urea, DAP, complexes, MOP and

SSP) consumption grew by 20% to 18mn tonnes in the first
three months (Oct to Dec 2019) of rabi compared to 2018.
Pesticides sales volumes also improved by 10-15% compared
to last year's rabi. “The season (rabi) is good. Herbicides and
fungicides have seen 10-15% growth so far and we expect

it to grow much higher,” said Mr Gupta, a large dealer of
pesticides in Bhopal, Madhya Pradesh.

Production share of kharif crops

Source: Ministry of agriculture, PhillipCapital India Research
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Rabi sowing is progressing much better compared to

the last two years
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IFFCO, India’s largest fertiliser manufacturer and a multi-state cooperative
society, displaying DAP and other complex grades at the Kisan fair in Pune

Better rabi is driving consumption

Major rabi crops’ sowing as % of normal areas

Good water reservoir levels with higher moisture
ittt s e B st e s content in the soil have supported consumption of
agriculture inputs so far this year. It also supported
100 companies in recovering some sales-volume losses

incurred in kharif 2019.

“Rabi has been exceptionally good so far. Crop
production and yields should be much better for
farmers,” said Mr Pradeep Dave, Chairman of
AIMCO Pesticide Ltd and President of Pesticide
Manufacturer & Formulators Association of India
(PMFAI). “See, kharif covers 60-65% of pesticide
consumption. It was a not a good season for the
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industry, but now a good rabi is helping to recover

some of the losses,” he added.

If we look at domestically driven agrochemical
Water storage levels are above the 10-year average levels Y d

companies’ revenue in FY16-20 in the light of

rainfall, revenue growth of both kharif and rabi have
—Siorage % o1 FRL |cumest yea] — Si0rage % 8 FRL {prev. yiai]

= = = Sorage by 10} remained negative or in single digits, primarily due
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- to deficient or below-normal rains. Similarly, normal
o rainfall in FY09-15 (even though FY10 was a drought
n year) supported 10-25% revenue growth in kharif

5 @ and rabi seasons.
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g: ' Rabi’s revenue share in pesticides was 45% in FY09-
- 14, which gradually declined to 35-40% due to poor
n - rainfall. However, it appears that this trend may

change as monsoon has been above normal in 2019
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to better water levels (stored) this year, which should

prove supportive in case of delayed rains this year.
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“The past 3-4 years have been challenging for the

pesticides industry mainly due to the rains,”

- Mr Pradeep Dave, Chairman of AIMCO Pesticide Ltd and President of
Pesticide Manufacturer & Formulators Association of India (PMFAI).

Season-wise revenue growth of major pesticide

companies vs. rainfal
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Long-term driving
factors for agriculture
iInputs consumption

Will the government’s various measures to improve
farmers’ income indirectly aid agriculture inputs
companies in the short term or longer term?

Consumption of agriculture inputs
clearly show that changes are visible

For instance, fertiliser consumption saw a
CAGR of 3% in the past three decades, largely
driven by urea, but interestingly, within non-
urea grades, three popular grades (20-20-0-13,
10-26-26 and 12-32-16) saw a higher CAGR of
6%. "NPKs are becoming popular. Lower prices
compared to DAP and extra nutrient content is
supporting their growth. Also, consumption of
fruits/vegetables and pulses is rising, helping
better growth for non-urea products,” said Mr
Sharma, a marketing manager of Indian Potash,
the largest fertiliser importing company in India.

Fertiliser consumption moving towards non-urea
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Grade-wise consumption of P&K products
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Agrochemicals consumption touched c.US$ 2.8bn,
9% CAGR in a decade

The usage of herbicides and fungicides products

is rising and moving in line with global trends.
“Labour cost is the major reason for the increase in
herbicides, but weather and cropping patterns have
also contributed to this rise,” said Mr Rane of Indofil

Industries.

The consumption of agriculture inputs is rising,
but also shifting towards quality products or bio
products with increasing awareness among farmers
to improve yield and crop production. A gradual
shift towards specialty crops and the government's
efforts to support farmers clearly suggests better
growth prospects for agriculture inputs over the
medium to long term. “There is no option for

us but to grow, as India is the lowest consumer

of pesticides and fertilisers among comparable
countries. Policies and technologies should be the
key drivers,” said Mr Dave of PMFAI.

Other changes also support growth

Beyond government factors, other structural
changes that support the consumption of
agrochemicals are climate change, rising
population, farm labour shortage, adoption of

farm technologies, and most important, exports
opportunities for pesticide companies. “Exports are
a big opportunity for India for faster growth. China’s
zero-growth approach has started benefiting India,”
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State-wise consumption of pesticides by volumes
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said Mr Sharma, a marketing officer at one
of the largest pesticide exports companies
in India. The Indian agrochemicals market is
valued at US$ 5.0-5.5bn; exports are valued
at c.US$ 3.0-3.5bn. Exports have seen 10%
CAGR over the past five years with their
share moving close to 50%. Many global
agrochemicals companies are gradually
shifting their outsourcing businesses

to India, largely due to China’s green

initiatives over the past few years.

“Innovators always look at reliability,

quality of products, and assurance while
outsourcing manufacturing, and India

is seen as the best fit to take over from
China,” said Mr Sharma. Certainly, India has
becoming a strong partner with innovators
considering its core advantages in terms

of manufacturing capability, R&D facilities,
skilled manpower, and support and trust

of global innovators for outsourcing
opportunities. In fact, results are visible —
one has to just see some of the companies’
exports growth. For example, Pl's export
revenue CAGR was 29% vs. domestic
revenue CAGR at 9% over the past decade.
Similarly, UPL's was 15% vs 12%.

The China angle

In addition to China deliberately slowing
down industries detrimental to its
environmental health, the US-China trade
war and erratic weather dented the global
agrochemicals market over the past few
months. However, the recent US-China
trade situation is likely to improve in
coming months. The US is the largest
exporter of agri products to China (c.50%
share of soybean). With the signing of
Phase-One of the trade deal last month, US
agriculture exports have the potential to
growth 5x because of China in the next two
years, which should improve consumption
of US agrochemicals and indirectly support
the growth of Indian exporters.

A dealer in Gujarat was busy selling fertilisers and pesticides due
to better rabi demand
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Annexure : Major pesticides used in India

Molecules Manufacturer  Brands Crops Pests/Weeds/Fungi
Chlorantraniliprole 18.5% SC FMC, Dupont  Coragen Sugarcane, Pulses,  Shoot Borer, Heliothis, Spodo
Soybean, Rice

v Chlorantraniliprole 0.4% GR Dupont Fertera Rice, Sugarcane Stem borer

E Cartap 4% GR CFL, Nagarjuna  Padan, Caldan Rice, Sugarcane Stem borer

= Acephate 75% WP UPL, Rallis Lancer, Asataf Cotton, Paddy Sucking Pest, BPH (in tank

lL-J mix)

3’, Monocrotophos 36% SL UPL Phoskill Cotton, Vegetables  Sucking Pest

E Pymetrozine 50% WG Syngenta Chess Rice BPH
Emamectin Benzoate 5% SG Crystal Proclaim, Missile ~ Pulses, Soybean Lepidopteran
Phorate 10% GR L Thimet Rice Stem borer
Flubendiamide 39.35% SC Bayer Fame Rice, Pulses Leaf folder, Lepidopteran
Imidacloprid 17.8% SL Bayer Confidor Cotton, Mango Sucking Pest, Hopper
Glyphosate 41 SL Excel Glycel Non crop , Plantation  All Weeds
Bispyribac Sodium 10% SL PI Nominee Gold ~ Paddy Post emergent -All weeds
Imazethapyr 10% SL Adama Persuit Soybean, Pulses Post emergent -All weeds

E Paraquat 24 SL Syngenta Gramoxone Non crop , Plantation  All Weeds

L:J Pretilachlor 50 EC Syngenta Rifit Rice Pre- Grasses, BLW

E Metribuzin 70 WP Bayer, Ralis Sencor/ Tatametri  Sugarcane, Potato  All Weeds

I Sodium Acefluorfen 16.5%+Clodinafop 8% EC (Iris) ~ UPL IRIS Soybean, Pulses All Weeds
Piroxofop-propinyl 15 WP (Clodinafop) Syngenta Topic Wheat Phalaris
Glyphosate 71% SG. Excel Mera 71 Non crop , Plantation  All Weeds
Tembotrione34.4% SC Bayer Laudis Maize Grasses , Sedges
Trifloxystrobin 25 +Tebuconazole 50 WG Bayer Nativo Rice, Chili Blast / Crop Exellence
Carbendazim 12+Mancozeb 63 WP+ST UPL Saaf Rice,Cotton Blight, Leaf spot
Mancozeb 75 WP-foliar +ST Indofil Indofil M45 Potato, Apple, Blight, Leaf spot, Downy

:.G Grapes

e Propiconazole 25 EC Crystal Tilt Wheat, Paddy Rust, Discolouraion

:—; Sulphur 80 WG Sulpher Mills  Cosavet Mango, Tea Plant vigour, Powdery

:Z’ Azoxystrobin 11+Tebuconazole 18.3 SC Adama Custodia Rice Sheath blight, Crop Excel-

T lence
Propineb 70 WP Bayer Antracol Grape, Rice DM,PM & Brown Spot
Tricyclazole 75 WP Indofil Indofils BAAN Rice Blast
Carbendazim 50 WP+ST Crystal Bavistin Rice, Cotton Sheath Blight, Leaf spot
Azoxistrobin 25 SC Syngenta Amistar Tomato,Vegetables  Blight, PM & Crop Excellence

40 GROUND VIEW

1-29 Feb 2020



INTERVIEW -Ashok Dalwai

An informative interview with Mr Ashok Dalwai

threw some light on the state of ongoing
government schemes and the structural changes

in the consumption patterns of fertilisers and
agrochemicals. Dr Dalwai (IAS batch 1984) has
severed in different capacities at field and policy
formulation stages in Odisha, Karnataka, and with the
central government. Presently, he is a CEO of National
Rainfed Area Authority (NRAA) in the Ministry of
Agriculture and Farmers’ Welfare and also CEO of the
Doubling Farmers' Income Committee.

He explained how the government is working closely
with farmers to improve their income levels and how
its several policies support farmers. He believes the
benefits of these measures should be visible ahead,
especially with the integration of ongoing and new
schemes. In fact, some structural changes are already
visible for agri inputs, he believes, driven by policies
and consumption patterns.

Q: What is the outlook for Indian agriculture,
considering continuous government emphasis on
improving farmers’ incomes? Are Indian farmers
becoming progressing?

The trend is positive. Several parts of the country have

had excessive rainfall and that is going to support

planting and crop production this year. Overall, we
should see not only better kharif output, but also
strong rabi output, much better than last year. Several
reforms have been initiated over the past four years
at both production- and post-production levels.
Post-production becomes very important because
incentives to farmers come at this stage, including
marketing and logistics. On the marketing side, one
act was discussed with several state governments

in terms of amending it — the APMC Act - and the

committee is already set up.

The Maharashtra government is looking at
transforming agriculture, and has rolled out a few
reforms including a new marketing act, Contract
Farming Act, Promotion of Farmer Producer
Organizations (FPOs), Gramin Agriculture Markets
(GAMs), and exports policy for quality crops. All these
measures are catching momentum and should support
farmers. If farmers start earning more, then they will
reinvest. More marketing support for these farmers will
help them to earn better realisations and improve their

income levels.

Q: What is your view on ongoing and newer
government policies? Have those started
benefiting farmers?

There is greater government support for reforming
agriculture. A consistent improvement in MSPs
(Minimum Support Price) and moving towards better
procurement is supporting farmers. In 2018, the
government adopted a new MSP policy to give a
minimum 50% profit margin for farm produce, which
resulted in MSPs going up for all 20-25 notified

commodities; this helped farmers.

Procurement by the government has also increased.

In the last four years, procurement quantities of pulses
increased by 20% whereas oilseeds procurement went
up by 8-11%. Whatever lag is there in existing policies
will be addressed by the government in a phased

manner.

Post-harvest management across the agriculture
subsectors is gaining momentum. There is some shift
towards horticulture. Its productivity has gone up
and area under cultivation touched 26mn hectares.

Fishery is another segment that is growing very fast.
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The government has already announced 10,000
Farmer Producer Organisations (FPOs) by 2022, which
will help address structural weakness in our country
(FPOs are farmers’ collectives comprising small and
marginal farmers; these collectives help farmers to
improve production, procurement, and marketing of
crops). With improved productivity, the government’s
focus will be on exports. For the first time, India

has a dedicated agriculture-exports policy; it was
released last year. The focus is on cluster development
(identifying areas, crops, and promotion), exploring

newer seeds, planting materials, and technologies.

Q: What about agriculture input deficiencies

prevailing in the system?

Over the past 40-50 years, soil became nutrient
deficient because of poor cultivation practices. More
nutrients were extracted from the soil than needed.
We require soil-health management to overcome the
deficiency of primary, secondary and micro nutrients.
With soil health cards (SHC), the focus will move
towards better usage of N, P, and K. Historically, Indian
soil was deficient in N, but that has reduced now. We
need balanced usage now, with better secondary and

micro nutrients.

Q: Do you see any improvement in the

consumption of fertilisers with the SHC policy?

We are now focusing on educating farmers. The focus
is to educate them by reaching out at all levels, i.e.,
every district and village. An educated farmer will
demonstrate to others and this will further support the
success of SHC. In soil, organic carbon content is very
important; it should be around 1.0-1.5%. It is currently
at 0.3-0.5%, well below the acceptable limit, and it is
a cause for concern. So balanced nutrient requirement
has a lot of scope for improvement. The government
has already started promoting organic farming and
also provided subsidies for micro-nutrient usage in

fertilisers.

Q: What kind of initiatives have the government
taken to promote balanced usage in fertilisers?

The government has already moved in that direction.
The present form of DBT (Direct Benefit Transfer)

has the perspective to ensure that companies

get subsidies based on actual sales. It has more
transparency and accountability. Lots of initiatives

are taken by the government to educate farmers on
DBT over the past few months. Hence, there is very
high visibility for implementing DBT in the true sense,
anytime. Yes, it is a complicated subject in terms of
integrating databases. The government will take a call
considering all permutations and combinations in a

certain time frame.

Q: Do you think that the government is moving
towards decontrolling urea prices, because cheaper
urea is the main reason for limited usage of P&K
fertilisers? How do you see usage of agrochemicals
ahead?

Decontrolling prices is a very complicated subject for
the government. Historically, it has taken some steps
to encourage the usage of P&K - such as allowing
exports, NBS (Nutrient Based Subsidy policy) for
P&K, neem-coating, etc. and these measures to some
extent benefited the industry. Yes, on agrochemicals,
India is one of the lowest users, and we need to think
of Integrated Pest Management (IPM). The usage of
the biological method should be encouraged more.
In fact, usage of biological products is picking up, and
this should also be encouraged, but at a low price to
farmers. The new pesticide-management bill will also
address some points — such as lower prices, quality
of products, investment in R&D, and manufacturing

facilities.

Q: How are the Indian agriculture sector’s long-

term growth prospects?

The aim of the government is to boost farmers'’
income. The amount distributed to farmers goes

to agriculture and indirectly to the rural economy,
boosting India’s growth. As more farmers are
integrated with the markets on both the pre- and post-
production side, the sector will see a proportionate
rise in opportunities and growth. Gradual adoption of
technology, micro irrigation, etc., will create demand
for agriculture-allied sectors. We are moving towards
digitalisation (here it means delivery of services to
farmers in various forms of farm activities), so as more
farmers are integrated into new and ongoing policies,
benefits will be visible across the value chain over a

longer period.
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An interview with Mr. Pradeep Dave revealed the present state of rabi consumption,

INTERVIEW -Pradeep Dave

how government schemes are benefiting the agrochemicals sector, and its outlook.
Mr Dave, a chemistry graduate with more than four decades of experience in the pesticides industry, is the President of Pesticides
Manufacturers & Association of India and the Chairman of AIMCO Pesticides Ltd, a Mumbai-based company with a revenue
of Rs 1.97bn. Mr Dave is also on the governing body of the Institute of Pesticide Formulation Technology (IPFT), established
by the Ministry of Chemicals and Fertilisers. PMFAI represents over 250 pesticides manufacturers, formulators, and traders.
Mr Dave was positive about the ongoing rabi season and talked about visible changes happening in the agrochemicals sector.
He was very optimistic about agrochemical consumption over the medium to long term, with opportunities from off-patent

products, support from various policies, and increasing awareness of farmers towards newer products and technologies.

Q. What is your sense for the kharif y
season? Do you see crops production

yields and crop production to a new high. There were
late rains in some parts of the country, especially in
declining significantly compared with the Maharashtra and Karnataka, where sowing has been
last season? (r ¥ delayed a bit. But, output in these areas, especially of
pulses and oilseeds, is expected to be bumper — due to
Yes, we saw erratic monsoon starting with right moisture content in the soil.
deficient rains, but ending with surplus in
major parts of the country, especially Recently, Gujarat, Rajasthan and
in central India, causing crop nearby areas were affected by
damages. Most kharif crops are locust attacks. The government
likely to see a 5-12% decline and agrochemicals industry is
in production, except cotton, working together to eradicate
this menace. Our PMFA|

members are actively involved

which is likely to see an
increase of about 23%.
in controlling the menace and
Q. What is your view on the supporting farmers. As far as
ongoing rabi season? How the agriculture inputs industry
much can it compensate for is concerned, this rabi season
kharif losses? is likely to revive demand for
fertilisers and agrochemicals.

Rabi is going great. Prolonged summer crop in 2019
Extended rainfall has also pushed the sale of fertilizers
supported high reservoir levels, and agrochemicals to October,

though the first half of the fiscal

was bad.

creating favorable conditions

for rabi crops. More than half

of 120 important reservoirs have
water levels exceeding 80% of their Q. Are MSPs really
capacity. This brightens the outlook helping farmers - because
for winter crops, which are mostly government procurement
is only about 25-30% and

it is largely towards rice and

river-fed. The planting areas are
already exceeding last year's levels
for most the crops. Cold weather wheat?

conditions in northern areas will boost
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MSP is an important policy that determines floor prices
of major crops over the years and protects farmers
from middlemen and fluctuating market conditions,
because it provides them an assured market in addition
to a minimum assured return. However, there are some
lacunae — MSP does not consider the value of the land
and interest on own capital invested by farmers. It only
provides a return of 50% over the paid-out costs of
inputs, interest on borrowed capital, and family labour.
Also, the government does not consider domestic
demand, global prices, and exports competitiveness.
Benefits of the scheme do not reach all farmers and is
not available for all crops — which is another problem. A
regular hike in MSPs is certainly a good pro-farmer move

by the government to increase farmers’ incomes.

Q. What is your opinion on government policies or
schemes already announced - such as PM Kisan and
Crop Insurance?

A direct income support of Rs 6,000 per year under PM-
Kisan is a good initiative supporting small and marginal
farmers. Yes, the amount is small, but as it goes directly
to farmers, it will provide timely help to them. Let us hope
that the government increases it a bit. Crop insurance
introduced in 2016 is certainly a good support for farmers
suffering from crop damages. The insurance charges
range from 1.5-5.0% of the sum insured, which seem fair.
However, the question is what percentage of farmers are
enrolled into the scheme, particularly small and marginal
farmers. The answer is — a very low percentage. To
achieve good success, a lot of awareness among farmers

is needed.

Q. What are the new trends or technologies in
agriculture adopted or likely to be adopted by
farmers in coming years, and what is the impact on
the agrochemicals industry?

It is an ongoing process. Farmers are gradually moving
towards newer technologies or differentiated products,
as awareness and income increases. So, adopting
newer, safer and low-dose technologies or molecules
is a continuous process that is taking place in the

agrochemicals sector.

Q. What is the future trend of the organic or bio
market?

There has been a significant rise in the number of
biological control agents registered for use in India.

The government is also promoting increased usage of
biological products for plant protection. Bio category
covers a small portion of the crop protection market at
3%, but it is steadily growing. Organic farming is not
always an option to meet the food security of a nation. It
is very labour intensive and requires high-quality organic
inputs. Countering the incidence of pest attacks and
meeting required plant nutrients for achieving desired
output is another challenge. Crop yield in organic farming,
compared to modern or conventional is farming, is very
low — and cannot lead to food security, which is a proven
fact. Finally, organic farming products (final produce)

are available to ordinary people or the middle class at

premium prices, which is not affordable to them.

Q. What is your view on the consumption trend for
agrochemicals? Have seen a declining trend?

No, the consumption of pesticides is always going rising
as India’s consumption is one of the lowest in the world
at 0.65 kg/ha vs. the world’s average of 3 kg/ha. Only
25-30% of India’s cultivated area uses agrochemicals for
crop protection. Also, pests and diseases on an average
eat away about 20-25% of the total food produced.

India is losing agricultural production worth of Rs 1.48tn
annually due to damage from pests, weeds, and plant
diseases. Overall food crops compete with around 30,000
species of weeds, 3,000 species of nematodes, and 10,000
species of plant eating insects. Therefore, agrochemicals
act as key inputs for crop protection and improve yields.
As agriculture production demand increases with a
growing population (to reach 1.5bn by 2030), usage of

agrochemicals will increase.

Q. How do you see the agrochemicals sector growing
in the coming 2-3 years, and how can farmers benefit
from it?

The Indian agrochemicals sector is dominated by generic
products — with more than 80% molecules non-patented.
However, there is strong opportunity for the sector, as
multiple agrochemicals worth US$ 4.1bn are going off-
patent, which would pave the way for many new generic
molecules to be introduced within a span of 2-3 years. This

would support farmers in improving production and yield.
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Disclosures and Disclaimers

PhillipCapital (India) Pvt. Ltd. has three independent equity research groups: Institutional
Equities, Institutional Equity Derivatives and Private Client Group. This report has been prepared by
Institutional Equities Group. The views and opinions expressed in this document may or may not
match or may be contrary at times with the views, estimates, rating, target price of the other equity
research groups of PhillipCapital (India) Put. Ltd.

This report is issued by PhillipCapital (India) Pvt. Ltd. which is regulated by SEBI. PhillipCapital
(India) Pvt. Ltd. is a subsidiary of Phillip (Mauritius) Pvt. Ltd. References to "PCIPL" in this report shall
mean PhillipCapital (India) Pvt. Ltd unless otherwise stated. This report is prepared and distributed
by PCIPL for information purposes only and neither the information contained herein nor any opin-
ion expressed should be construed or deemed to be construed as solicitation or as offering advice
for the purposes of the purchase or sale of any security, investment or derivatives. The information
and opinions contained in the Report were considered by PCIPL to be valid when published. The
report also contains information provided to PCIPL by third parties. The source of such information
will usually be disclosed in the report. Whilst PCIPL has taken all reasonable steps to ensure that this
information is correct, PCIPL does not offer any warranty as to the accuracy or completeness of such
information. Any person placing reliance on the report to undertake trading does so entirely at his
or her own risk and PCIPL does not accept any liability as a result. Securities and Derivatives markets
may be subject to rapid and unexpected price movements and past performance is not necessarily
an indication to future performance.

This report does not have regard to the specific investment objectives, financial situation and
the particular needs of any specific person who may receive this report. Investors must undertake
independent analysis with their own legal, tax and financial advisors and reach their own regarding
the appropriateness of investing in any securities or investment strategies discussed or recommend-
ed in this report and should understand that statements regarding future prospects may not be
realized. In no circumstances it be used or considered as an offer to sell or a solicitation of any offer
to buy or sell the Securities mentioned in it. The information contained in the research reports may
have been taken from trade and statistical services and other sources, which we believe are reliable.
PhillipCapital (India) Pvt. Ltd. or any of its group/associate/affiliate companies do not guarantee that
such information is accurate or complete and it should not be relied upon as such. Any opinions
expressed reflect judgments at this date and are subject to change without notice

Important: These disclosures and disclaimers must be read in conjunction with the research
report of which it forms part. Receipt and use of the research report is subject to all aspects of these
disclosures and disclaimers. Additional information about the issuers and securities discussed in
this research report is available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the
views expressed in this research report accurately reflect the research analyst's personal views about
all of the subject issuers and/or securities, that the analyst have no known conflict of interest and
no part of the research analyst's compensation was, is or will be, directly or indirectly, related to the
specific views or recommendations contained in this research report. The Research Analyst certifies
that he /she or his / her family members does not own the stock(s) covered in this research report.

Independence: PhillipCapital (India) Put. Ltd. has not had an investment banking relationship
with, and has not received any compensation for investment banking services from, the subject
issuers in the past twelve (12) months, and PhillipCapital (India) Pvt. Ltd does not anticipate
receiving or intend to seek compensation for investment banking services from the subject issuers
in the next three (3) months. PhillipCapital (India) Pvt. Ltd is not a market maker in the securities
mentioned in this research report, although it or its affiliates may hold either long or short positions
in such securities. PhillipCapital (India) Pvt. Ltd does not hold more than 1% of the shares of the
company(ies) covered in this report.

Suitability and Risks: This research report is for informational purposes only and is not tailored
to the specific investment objectives, financial situation or particular requirements of any individual
recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for
certain investors. Each investor must make its own determination as to the appropriateness of any
securities referred to in this research report based upon the legal, tax and accounting considerations
applicable to such investor and its own investment objectives or strategy, its financial situation and
its investing experience. The value of any security may be positively or adversely affected by changes
in foreign exchange or interest rates, as well as by other financial, economic or political factors. Past
performance is not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained
from sources that PCIPLand the research analyst believe to be reliable, but neither PCIPL nor the
research analyst represents or guarantees that the information contained herein is accurate or
complete and it should not be relied upon as such. Opinions expressed herein are current opinions
as of the date appearing on this material and are subject to change without notice. Furthermore,
PCIPLis under no obligation to update or keep the information current.

Copyright: The copyright in this research report belongs exclusively to PCIPL. All rights are
reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole
orin part, is permitted without the PCIPL's prior consent, except that a recipient may reprint it for
internal circulation only and only if it is reprinted in its entirety.

Caution: Risk of loss in trading/investment can be substantial and even more than the amount /
margin given by you. Investment in securities market are subject to market risks, you are requested
to read all the related documents carefully before investing. You should carefully consider whether
trading/investment is appropriate for you in light of your experience, objectives, financial resources
and other relevant circumstances. PhillipCapital and any of its employees, directors, associates,
group entities, or affiliates shall not be liable for losses, if any, incurred by you. You are further
cautioned that trading/investments in financial markets are subject to market risks and are advised
to seek independent third party trading/investment advice outside PhillipCapital/group/associates/
affiliates/directors/employees before and during your trading/investment. There is no guarantee/
assurance as to returns or profits or capital protection or appreciation. PhillipCapital and any of its

employees, directors, associates, and/or employees, directors, associates of PhillipCapital's group
entities or affiliates is not inducing you for trading/investing in the financial market(s). Trading/
Investment decision is your sole responsibility. You must also read the Risk Disclosure Document
and Do's and Don'ts before investing.

Kindly note that past performance is not necessarily a guide to future performance.
For Detailed Disclaimer: Please visit our website www.phillipcapital.in

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report is a product of PhillipCapital (India) Pvt. Ltd. which is the employer of the
research analyst(s) who has prepared the research report. PhillipCapital (India) Pvt Ltd. is authorized
to engage in securities activities in India. PHILLIPCAP is not a registered broker-dealer in the United
States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and
the independence of research analysts. This research report is provided for distribution to “major
U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6
of the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act”). If the recipient of
this report is not a Major Institutional Investor as specified above, then it should not act upon this
report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not a Major Institutional Investor.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or
related financial instruments based on the information provided in this research report should do so
only through Rosenblatt Securities Inc, 40 Wall Street 59th Floor, New York NY 10005, a registered
broker dealer in the United States. Under no circumstances should any recipient of this research
report effect any transaction to buy or sell securities or related financial instruments through
PHILLIPCAP. Rosenblatt Securities Inc. accepts responsibility for the contents of this research report,
subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a
major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (“FINRA") and may not be an associated
person of Rosenblatt Securities Inc. and, therefore, may not be subject to applicable restrictions
under FINRA Rules on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Ownership and Material Conflicts of Interest

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,' as determined in accordance
with Section 13(d) of the Exchange Act, 1% or more of any of the equity securities mentioned in the
report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, directors or employees
may have interests, or long or short positions, and may at any time make purchases or sales as a
principal or agent of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any
material conflict of interest as of the date of this publication

Compensation and Investment Banking Activities

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of
securities for the subject company in the past 12 months, nor received compensation for investment
banking services from the subject company in the past 12 months, neither does it or any affiliate
expect to receive, or intends to seek compensation for investment banking services from the subject
company in the next 3 months.

Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by
applicable law. This research report has no regard to the specific investment objectives, financial
situation or particular needs of any specific recipient, even if sent only to a single recipient. This
research report is not guaranteed to be a complete statement or summary of any securities,
markets, reports or developments referred to in this research report. Neither PHILLIPCAP nor any
of its directors, officers, employees or agents shall have any liability, however arising, for any error,
inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research
report's preparation or publication, or any losses or damages which may arise from the use of this
research report.

PHILLIPCAP may rely on information barriers, such as "Chinese Walls" to control the flow of
information within the areas, units, divisions, groups, or affiliates of PHILLIPCAP.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed

in this research report may present certain risks. The securities of non-U.S. issuers may not be
registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission.
Information on such non-U.S. securities or related financial instruments may be limited. Foreign
companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments
discussed in this research report denominated in a currency other than U.S. dollars is subject to
exchange rate fluctuations that may have a positive or adverse effect on the value of or income from
such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or
warranty, express or implied, is made by PHILLIPCAP with respect to future performance. Income
from investments may fluctuate. The price or value of the investments to which this research

report relates, either directly or indirectly, may fall or rise against the interest of investors. Any
recommendation or opinion contained in this research report may become outdated as a
consequence of changes in the environment in which the issuer of the securities under analysis
operates, in addition to changes in the estimates and forecasts, assumptions and valuation
methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or
by any means without the prior written consent of PHILLIPCAP and PHILLIPCAP accepts no liability
whatsoever for the actions of third parties in this respect.

PhillipCapital (India) Pvt. Ltd.
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