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Budget 2025: A roadmap to empow-
er farmers and reignite rural India

The Budget must go beyond
promises—it must deliver feasible
solutions to secure livelihoods,
strengthen rural demand and
bridge the rural-urban
divideFinance Minister Nirmala

Sitharaman gears up to present the | &

Union Budget 2025-26 on
February 1, the nation stands at a
pivotal crossroads. With GDP
growth projected to dip to a four-
year low of 6.4 per cent in FY
2024-25, the spotlight turns to
revitalising the rural economy, a
cornerstone of the country’s con-
sumption-driven progress.The
urgent call for agricultural reforms
has grown louder, fueled by ongo-
ing farmer protests, including the
fast-unto-death by 70-year-old
farmer leader Jagjit Singh
Dallewal at Punjab’s Khanauri
border, which has captured nation-
al attention, demanding a legal
guarantee for Minimum Support
Price (MSP). Agriculture, which
employs nearly 45 per cent of the
country’s workforce and sustains
over 60 per cent of its rural popu-
lation, is at a breaking point.
Stagnant productivity, declining
incomes, and policy neglect have
left farmers in crisis. This Budget
cannot be limited to lofty promis-
es—it must deliver practical solu-
tions to secure livelihoods,
strengthen rural demand, and nar-
row the rural-urban divide.
Revitalising agriculture is not just
an economic necessity but a moral
obligation to foster inclusive
growth.Here’s how Budget 2025
can introduce transformative
measures to bolster the agricultur-
al sector and ensure rural spend-
ing—ecurrently contributing 60 per
cent of total consumption —fuels
India’s economic resurgence.

1. Boost Agriculture Budget and
Research

The allocation for agriculture and
allied sectors constitutes only 3
per cent of the Union Budget,
which needs to be raised to at
least 7.5%. Unspent funds in this
category should be carried for-
ward to address critical gaps in
research, education, and infra-
structure for crop storage and pro-
cessing. Investing in agricultural
research institutions to develop
climate-resilient crop varieties and
sustainable farming techniques
can enhance productivity.
Encouraging public-private part-
nerships in agrarian innovation
can further drive the sector’s
growth.

2. Provide Legal Backing to MSP
The persistent demand for
Minimum Support Price (MSP)
with legal guarantees highlights

e

e
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the sector’s vulnerabilities.
Implementing the MS
Swaminathan Commission’s rec-
ommendation of setting MSP at
C2 (comprehensive cost of pro-
duction) +50 per cent and granting
it legal status can ensure private
buyers do not exploit farmers.
This reform would not put a sig-
nificant financial strain on the
government but could protect
farmers from distress sales.
Furthermore, creating a robust
monitoring mechanism to enforce
MSP and extending its coverage
to more crops can improve farm-
ers’ incomes. Enhancing the trans-
parency of procurement processes
through digital platforms and inte-
grating MSP enforcement with
local market committees can also
make the system more reliable.

3. Enhance PM-KISAN Support
The Rs 6,000 annual support to
around 10 crore small and margin-
al farmers under PM-KISAN to
help meet their working capital
needs, unchanged since its launch
in 2018, has not kept pace with
inflation. However, with inflation
averaging 6 per cent over the past
six years. The government should
consider doubling this support to
Rs 12,000 annually to address
farmers’ growing financial
needs.This increase could signifi-
cantly impact small-marginal
farmers, who struggle to meet
their expenses amid rising input
costs for seeds, fertilisers, and irri-
gation.

4. Transform the Kisan Credit
Card (KCC)

The KCC scheme provides short-
term loans with an interest subsidy
for up to Rs 3 lakh. However, the
rigid repayment schedule often
forces farmers to rely on private
moneylenders to meet short-term
cash requirements.

A more farmer-friendly approach
would be to convert KCCs into
running overdraft accounts,
increase the credit limit to Rs 10
lakh, and cap interest rates at 4
per cent. Removing usage restric-
tions on loans would further

empower farmers
to make long-term
agricultural
investments.

¥y Additionally, sim-
= plifying the KCC

= R
b
W

~ process and
enhancing aware-
_ ness through rural
& outreach pro-
AT grams can
4 improve access to
/ credit. Expanding
the scheme to
include sharecrop-
pers, tenant farmers, and farm
labourers can promote financial
inclusion in agriculture.
5. Introduce a Pension Scheme for
Small Farmers
India’s farmers lack a robust
social security net. A non-contrib-
utory pension of Rs3,000 per
month for small and marginal
farmers aged 60 and above, own-
ing up to 2 hectares of land, could
provide much-needed financial
security. Contributions from state
governments could further aug-
ment this scheme. Implementing
such a pension system can allevi-
ate poverty among elderly farmers
and reduce their dependence on
family support.
6. Strengthen Animal Husbandry
and Dairy Sectors:
Livestock contributes over 25 per
cent to agricultural GDP but suf-
fers from fluctuating milk prices
and restrictive cattle rearing and
trade policies.
A simple yet impactful step would
be legally mandating private
dairies to match or exceed the
milk procurement prices set by
cooperatives like Amul.
Additionally, incorporating milk
and eggs into the mid-day meal
scheme can improve farm incomes
while tackling malnutrition among
children.
Promoting cattle insurance
schemes and increasing budgetary
allocation for veterinary services
can enhance livestock productivi-
ty. Encouraging the adoption of
modern technologies like artificial
Insemination and genetic improve-
ment can further boost the sector’s
contribution to rural livelihoods.
7. Reform Fertiliser Subsidy
Policies
The current system treats fertiliser
subsidies as farmer benefits but
deducts the subsidised amount
while calculating MSP. This prac-
tice lowers farmers’ actual remu-
neration. MSP calculations should
instead consider the market price
of inputs, ensuring fairer returns
for farmers.The government could

also promote balanced fertiliser
use by incentivising organic farm-
ing practices and providing subsi-
dies for bio-fertilisers. A shift
towards a direct benefit transfer
system for fertiliser subsidies can
reduce leakages and ensure bene-
fits reach the intended beneficiar-
ies.

8. Simplify Crop Insurance

The PM Fasal Bima Yojana
requires farmers to navigate com-
plex procedures to claim compen-
sation. The government should
shoulder the entire premium ini-
tially, including the state’s share,
and simplify the claim process.
This would reduce the administra-
tive burden on farmers while
ensuring timely compensation for
crop losses.Leveraging technology
like satellite imagery and Al-driv-
en risk assessment models can
streamline the verification process
and minimise disputes. Expanding
insurance coverage to include
post-harvest losses and natural
calamities can make the scheme
more comprehensive and farmer-
friendly.

9. Reassess Inflation Control
Policies

Policies like export bans, stock
limits on agricultural produce, and
the Food Corporation of India
(FCI) dumping grains at below-
market prices undermine farmers’
profitability. These interventions
should be re-evaluated to balance
inflation control with fair returns
for farmers. Encouraging exports
of surplus produce and ensuring
better storage infrastructure can
reduce post-harvest losses.
Developing a decentralised agri-
cultural pricing system driven by
real-time market data can align
domestic policies with global
demand trends. A Vision for
Fairness and Growth India’s agri-
cultural sector has long been the
backbone of its economy, yet
farmers have faced systemic neg-
lect and economic disparity.

Over the last decade, the govern-
ment has written off Rs12.30 lakh
crore in big corporate loans, while
farmers continue to struggle under
mounting debt (Rs 18 lakh crore)
and policies that fail to guarantee
fair prices for their produce.The
2025 Budget presents an opportu-
nity to correct these imbalances.
By addressing these critical issues,
the government can improve farm-
ers’ lives, spur rural demand,
catalyse GDP growth and lay the
foundation for a more equitable
and sustainable agricultural future.
It’s time to honour the farmers
who feed the nation by delivering
the support they deserve.
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Ind\asFore\ 1 Policy: Championing the Global south

India’s approach balances national pri-
orities with global
responsibilitiesindia’s External Affairs
Minister S Jaishankar attended the US
presidential inauguration earlier this
week. President Trump’s inauguration
by itself is an epochal moment for glob-
al international relations. India outlined
its foreign policy approach a few days
ago, during EAM’s address at Nani
Palkivala’s memorial lecture. He men-
tioned that India’s foreign policy in
2025 reflects a deepening commitment
to multilateralism, but also recognises
the competitive realities of a shifting
global order. The nation has embraced
issue-based partnerships with major
groupings like the Quad, BRICS, and
the India-Middle East-Europe
Economic Corridor (IMEC). India’s
ability to balance multiple memberships
and partnerships underscores its evolv-
ing diplomatic strategy, driven by a
pragmatic approach to international
relations.At the heart of India’s foreign
policy is a strong solidarity with the
Global South, rooted in post-colonial
values of independence, sovereignty
and resistance to external pressures.

Cansuspena

The debate over whether speculative trad-
ing in futures commodity markets drives
food price inflation remains unresolved in
India and across AsiaWhile there are sev-
eral concerns in India and across Asia, cer-
tain policy and key opinion circles that

This unique perspective sets India apart
from traditional alliance structures, as it
champions the rights of developing
nations while pursuing its strategic
interests. While India continues to
engage in global dialogues, it maintains
its core principle of non-alignment and
the freedom to choose partners based on
national priorities. Recent shifts in
India’s domestic policies—across poli-
tics, economics and security—have
influenced its foreign relations.Notably,
India’s relationship with the United
States has transformed, moving past
historical hesitations to embrace a deep-
er strategic partnership. This coopera-
tion spans security, technology, trade,
and science, benefiting both nations.
India’s diaspora also plays a crucial
role, acting as a living bridge to
enhance bilateral ties. Despite occa-
sional policy shifts in the US, the foun-
dation for a robust relationship is now
firmly established. However, India’s
engagement with China remains a com-
plex challenge. As the two largest Asian
nations with over a billion people each,
their dynamic is shaped by historical
disputes and differing political systems.

The boundary Issue, exacerbated by
tensions since 2020, continues to com-
plicate bilateral relations. The guiding
principles for India’s approach to China
are mutual respect, sensitivity, and
shared interests, with an emphasis on
long-term stability and a multi-polar

Asia. In the Indo-Pacific, India has
extended its Act East policy, fostering
deeper relationships with Japan,
Australia and ASEAN countries, and
strengthening the Quad alliance.This
partnership has progressed in areas such
as climate action, maritime security,
and digital connectivity. Similarly,
India’s collaboration with Russia
remains a pillar of its foreign policy,
with growing economic ties and shared
strategic interests. India advocates for

Commodlity cerivatives re

food price inflation is catalysed or influ- § _BY ‘

enced somehow by speculative trading in
the futures commodity markets. Even
while opinions are divided in policy circles
and among economists who have studied
and examined the nature of the relation-
ship between food inflation and commodi-
ty and derivative futures trading contracts,
and no empirical evidence hitherto seems
to have been found despite numerous stud-
ies undertaken in India.lt would be worth
mentioning that a detailed empirical
research study conducted by leading
researchers from the Indian Institute of
Management Udaipur specifically studied
three suspension events in India of futures
traded commodities, which led the
researchers to firmly state that the counter-
factual for each of the examined episodes
confirms that even in the absence of trad-
ing suspensions, food prices or inflation-
ary trends would have followed their
dynamic path.Any upward price volatility
could ostensibly be the effects or counter-
effects of various extraneous domestic or
global (especially geopolitical) factors. It
is also equally understandable and natural
for any governing policy institution to be
both fully cognisant and mindful of food
price inflationary trends, and the fact that
rising food prices can have a cataclysmic
effect on food security and thus, by exten-
sion could have substantive socio-eco-
nomic impact.Successive policy establish-

ments and ecosystems have always been
overly cautious, ever since futures trading
commodity derivatives exchanges were
established in the early 2000s. Despite the
mandate of such commodity exchanges
that futures trading contracts encourage
effective and fair price discovery and risk
hedging, which consequently safeguards
the commodity value chain from price risk
which is a result of a fundamental play
between demand and supply the apprehen-
sions concerning these market-driven tools
continued to remain, manifesting itself the
way of multiple instances of suspensions
on certain commodity derivative con-
tracts.While trading suspensions have
been a constant feature since 2007-2008,
under the advisement of the price monitor-
ing mechanisms and agencies within the
government policy ecosystem, there never
has been an occasion when suspensions of
commodity trading exceeded more than a
year in a single stretch, barring the odd
‘sensitive’ food commodity. So as a com-
modity markets expert, with a domestic
and world view of ongoing trading in glob-

al commodity markets, one begs to
specifically ask - Do derivatives
trading suspensions really rein in
food price inflation?Researchers
y have constantly alluded to synthet-
B ic control methodologies to apply
1  to their studies for studying specif-

ol ic suspensions, their findings fair-
i Iy and comprehensively conclude
i and determine that there is no
empirical evidence that deriva-
tives suspension had any impact
¥ whatsoever on food prices.On the
contrary, from specific instances
studied, such as those of Bengal Gram
(Chana) in August 2021 and Mustard Seed
Derivatives in October 2021, analysis
from the said report from IIM Udaipur
shows that prices of both commodities,
Chana and mustard oil, would have contin-
ued on the same price trend path even
without the suspension.To specifically
guote a potent segment of the said study —
it clearly articulates that the conducted
research does not find any role of futures
market trading on price changes, nor does
it find any empirical evidence of the
impact of suspension of trade on price
behaviour in the period after suspension.
Rather, the analysis shows that prices of
commodities such as mustard oil would
have had a similar trend even without the
suspension. Furthermore, the study finds
that before the suspension futures market
had a dominant share of 64 per cent in dis-
covering the true and fair price of the mus-
tard seed commodity derivative.The study
goes on further to articulate that commod-
ity derivative suspensions hurt genuine
participants discourage the growth of

diplomacy in addressing global chal-
lenges, such as the Ukraine conflict,

§ . and seeks to provide solutions to global

problems, including food security and
climate change.It has assisted smaller
neighbours during crises, including the
2023 financial support to Sri Lanka,
reinforcing its role as a regional leader.
However, India’s relationship with
Pakistan remains strained due to ongo-
Ing cross-border terrorism. India is also
engaged in strengthening ties with
Myanmar and Afghanistan, maintaining
its people-to-people  connections
despite political complexities. India’s
global ambitions are reflected in its
increasing role in international organi-
sations. As a proponent of multilateral
reform, India has pushed for changes in
the United Nations, advocating for
greater representation of the Global
South. It also leads initiatives such as
the International Solar Alliance and
Coalition for Disaster Resilient Infrast
ructure. These efforts highlight India’s
growing responsibility as a global
power, dedicated to addressing pressing
issues like climate change, digital gov-
ernance, and humanitarian crises.

I f00d price

domestic agri-derivatives markets and
resultantly impact the growth of price
hedging prospects of the commodity value
chain including CBBOs (Cluster Business
Organisations) and FPOs (Farmer
Producer Organisations), while conse-
quently hurting the value realisation and
income levels of farmers.It also adversely
impacts India’s position in providing a
global price benchmark, despite the coun-
try being a major producer and consumer
of several agricultural commodities.
Needless to say, as an active observer of
the Indian agri-based commodity trading
ecosystem, it behove advocacy and argu-
ment that summary commodity suspen-
sions as a method to arrest or contain food
price inflation should not be adopted and
further the suspension of futures trading
contracts of agricultural commodity deriv-
atives must be revoked. In closure, one
must say emphatically that the develop-
ment of the agri-derivatives market is sup-
ported in India, which in turn will lead to
fair price discovery and transparent hedg-
ing of price risks, eventually creating a
positive socio-economic impact for farm-
ers and the agri-ecosystem in India.
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