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FOREWORD

Kerala is the only State in India to formulate and implement Five-Year Plans. The Government 
of Kerala believes that the planning process is important for promoting economic growth 
and ensuring social justice in the State. A significant feature of the process of formulation 
of Plans in the State is its participatory and inclusive nature. 

In September 2021, the State Planning Board initiated a programme of consultation 
and discussion for the formulation of the 14th Five-Year Plan. The State Planning Board 
constituted 44 Working Groups, with more than 1200 members in order to gain expert 
opinion on a range of socio-economic issues pertinent to this Plan. The members of the 
Working Groups represented a wide spectrum of society and include scholars, administrators, 
social and political activists and other experts. Members of the Working Groups contributed 
their specialised knowledge in different sectors, best practices in the field, issues of concern, 
and future strategies required in these sectors.  The Report of each Working Group reflects 
the collective views of the members of the Group and the content of each Report will 
contribute to the formulation of the 14th Five-Year Plan. The Report has been finalised 
after several rounds of discussions and consultations held between September to December 
2021.

This document is the Report of the Working Group on “How can Kerala use the power 
of cooperation to raise agricultural growth?” .The Co-Chairpersons of Working Group 
were Sri.James Mathew and Sri.P. B Nooh IAS. Dr.R.Ramakumar, Member of the State 
Planning Board co-ordinated the activities of the Working Group.  Sri.S.S.Nagesh, Chief, 
Agriculture Division was the Convenor of the Working Group and Smt.G. C. Roshini, 
Agronomist, Agriculture Division was Co-Convenor.The terms of reference of the Working 
Group and its members are in Appendix 1 of the Report.

Member Secretary





PREFACE 

As part of formulation of the 14th Five Year Plan, the Kerala State Planning Board had 
constituted working groups of experts in all the major sectors. In Agriculture and Allied 
Sectors, 6 working groups were constituted viz Agriculture and Cooperation, Animal 
Husbandry and Dairy, Inland and Marine Fisheries, Forest and Environment, Water 
Resources and Regional Packages. To discuss and frame policies in each of these sectors, 
the working groups were further divided into 28 Expert Sub-Groups (ESG) with specific 
mandates.

Each Expert Subgroup held at least three meetings beside one focused group meeting before 
finalising the report. We, the Co-Chairs, place our deep appreciation and gratitude to all 
the esteemed members of the ESG for their valuable contributions in preparing the report. 
We are extremely grateful to Dr. V. K. Ramachandran, the Honourable Vice-Chairperson, 
Kerala State Planning Board, Dr. R. Ramakumar, Member, Kerala State Planning Board, 
Shri. S. S. Nagesh, Chief, Agriculture Division for their consistent guidance and suggestions 
in preparing the report. The support provided by Sri. R.Jayakrishnan, Research Assistant 
in bringing out this report is appreciated. The drafting team put in commendable work 
in bringing together all the views and opinions of the members. We sincerely hope the 
recommendations in the report can lead to important changes in the public policy on 
agricultural development in the State.

Sri.James Mathew				 Sri.P. B Nooh IAS 
Expert Co-Chairperson				 Official Co-Chairperson
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HIGHLIGHTS

•	 Post-harvest management, increase in productivity, profitability, and sustainability 
key to improvement 

•	 Alliances with cooperatives and LSGs is the way forward
•	 Can promote effective usage of credit facilities, local-level planning, local employment 

generation
•	 Concrete suggestions for facilitating this alliance have been provided

HOW CAN KERALA USE THE POWER OF COOPERATION 
TO RAISE AGRICULTURAL GROWTH?
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EXECUTIVE SUMMARY

INTRODUCTION: The concept of development in the agricultural sector is intimately 
tied with improving agricultural productivity, which is critical to Kerala. Long-term 
interventions in post-harvest management by creating infrastructure and improving 
marketing platforms have been identified as the need of the hour to meet the challenges 
of livelihood and food security, increased farmer income and local economic development. 
Technological, extension, financial services are available at the grassroots level, but marketing 
remains a problem for producers. 

OBJECTIVE: The objective of the 11th expert subgroup is to explore the extent to 
which agriculture and allied sectors may be strengthened by facilitating convergence 
with cooperatives and local self-government (LSG)-led bodies, and to suggest actionable 
measures in this regard. 

OVERVIEW OF RELEVANT AGENCIES: Development projects in agricultural and 
allied sectors that are planned at the state level as well as those led by LSGs are currently 
being implemented by the Departments of Agriculture and Farmer Welfare, Animal 
Husbandry and Dairy Development, and Fisheries. These departments do not essentially 
intervene in the post-harvest and marketing phases, and a number of successful collectives 
have made an impact in this space. Most of these agencies are voluntary initiatives by 
primary agricultural co-operative societies, crop-based farmer producer companies (FPCs), 
women-led companies under Kudumbashree, Swasraya vipani, self-help groups under 
VFPCK, different NGOs, LSGs, Krishibhavans, KVKs, ICAR, agricultural universities, 
etc. The major constraints faced by Kerala’s farming sector were identified, and possible 
interventions by these departments have been broadly outlined. 

POTENTIAL OF LSG‒CO-OPERATIVE ALLIANCES WITH AGRICULTURE & 
ALLIED SECTORS: Agriculture co-operatives help their smallholder producer-members 
access inputs, infrastructure, markets, better prices, training, and technologies, through the 
power of the collective. With open and voluntary membership as one of their founding 
principles, co-operatives increase the inclusion of women and marginalized groups and 
help them access resources and opportunities by expanding their participation in local, 
national, and global economies. Co-operatives have proven to be resilient and often thrive 
in times of crises, and unique member-owned model that allows them to make long term 
commitments to climate action. Moreover, both the co-operative movement and the 
concepts decentralization of power are strongly rooted in Kerala, particularly in rural areas. 

Thus, forging LSG‒co-op alliances provide a much-needed boost to the agricultural and 
allied sectors.

Key suggestions
•	 Formulating a strategy of functional convergence between and among LSGs and 

development departments
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•	 Creating schemes that draw upon previous successes like the group farming program 
and GALASA

•	 Creating multiple forms of farmer producer organisations (FPOs)
•	 Making legal changes to facilitate land leasing by SHGs and JLGs for farming
•	 Coordinating karshika karmasena and custom hiring centres for sourcing labour and 

equipment
•	 Creating panchayat-level land use plans
•	 Increasing state investment in storage and warehousing sector
•	 Liberalising land acquisition policy and licensing for creation of storage infrastructure
•	 Encouraging utilisation of PAC-owned land and godowns 
•	 Entrusting Kerala Bank with the task of increasing credit flow into storage and 

warehousing sector
•	 Encouraging value-addition enterprises, particularly in coconut, vegetables, fruits, 

spices and condiments, and medicinal plants
•	 Extending more credit for the creation and expansion of agricultural marketing 

infrastructure
•	 Discussing the possibility of an overarching state-level legislation for agricultural 

markets – private, public and cooperative
•	 Facilitating the establishment of a large number of FPOs, in the form of both 

cooperatives and FPCs at the panchayat-level
•	 Establishing a modern supply chain in agriculture based on the bottom-up development 

of mobile cold storages at the panchayat level, larger storage structures at the block 
level, and even larger warehouses at the district level

CONCLUSION: The ESG has discussed the major issues in the agricultural sector in the 
state and considers that harnessing the strength of Kerala’s co-operatives and LSGs for 
initiating appropriate interventions will be beneficial in addressing these issues.
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1. INTRODUCTION 

The mandate of the 11th Expert Subgroup constituted under the Working Group for 
the Agriculture Sector in relation to the 14th Five-year Plan (FYP) is to explore how 
the power of the co-operative sector in Kerala can be harnessed to promote agricultural 
growth. Considering the ongoing adverse effects of the pandemic and the unusual floods 
of 2018, the state has been under extraordinary stress in the recent past. This situation 
demands intensive and innovative ways of utilising human and natural resources for 
faster and sustainable growth, particularly in the agricultural sector. Towards this end, 
the Subiksha Keralam Mission has initiated measures for increasing food production by 
enhancing the area under cultivation and introducing new technologies, local employment 
generation, and attracting youth and repatriates to agriculture. Naturally, the 14th FYP is 
expected to sustain and expand the scope and span of these initiatives through appropriate 
development projects. Long-term interventions in post-harvest management by creating 
adequate infrastructural facilities and improved marketing platforms have been identified 
as the need of the hour to meet the challenges of livelihood and food security, increased 
farmer income and local economic development. However, the important question here 
is the extent to which agriculture and allied sectors are currently equipped to meet these 
demands and whether they can be by facilitating convergence with cooperatives and local 
self-government (LSG)-led bodies. 
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2. OVERVIEW OF RELEVANT AGENCIES

AGENCIES IN THE FARMING SECTOR ‒ CONSTRAINTS AND POTENTIAL
Development projects in agricultural and allied sectors that are planned at the state level 
as well as those led by LSGs are currently being implemented by the Departments of 
Agriculture and Farmer Welfare, Animal Husbandry and Dairy Development, and Fisheries 
in collaboration with the concerned LSGs. In general, the farmers/farm producers are 
expected to access technological and extension support services from the local units of these 
development departments, viz., Krishibhavans and animal husbandry units in every grama 
panchayath, as well as fisheries development units in coastal areas, while financial support 
may be accessed via various commercial banks and local co-operative banks. However, 
organized efforts for marketing, procurement, storage arrangements, or price surety for 
their produce are largely lacking on the part of these grassroot level agencies. Other than 
the milk collection and marketing system put in place by MILMA, paddy procurement 
by Supplyco in selected districts, limited vegetable marketing facilities offered by VFPCK 
and Horticorp, and fish marketing services offered by Matsyafed, there have been no 
noteworthy interventions in this regard, and lakhs of farmers in the state are left to fend for 
themselves when it comes to marketing their produce. It must be noted that the majority 
of these producers are resource-poor small and marginal farmers. Owing to the lack of 
warehousing or cold storage and transportation facilities, these farmers are often left to sell 
off perishable produce at throwaway prices during major crop seasons, natural disasters, 
and market glut. Paucity of proper post-harvest handling facilities and the absence of a 
sustainable value chain management and marketing system results in considerable wastage. 
This effectively translates into low farm incomes, discontinuance of farming, low rate of 
employment generation, food insecurity, and reduction in local income generation. 

However, there are several examples that show the potential of the organised power of the 
people to bring changes to the farming sector. Even though departmental agencies do not 
take on a mandatory role in the post-harvest and marketing phases, a number of successful 
models have come up that showcase the potential of the collective in the agricultural 
sector, such as in sourcing and collection of produce, value chain development, marketing, 
enterprise generation, technology handholding, quality input, organising labour supply, 
and providing farm machinery service. Most of these agencies are voluntary initiatives by 
primary agricultural co-operative societies, crop-based farmer producer companies (FPCs), 
women-led companies under Kudumbashree, Swasraya vipani, self-help groups under 
VFPCK, different NGOs, LSGs, Krishi Bhavans, KVKs, ICAR, agricultural universities, 
etc. NABARD, SFAC, State Horticulture Mission, and certain technology incubators have 
also started to actively promote FPCs with subsidy support. Additionally, the annual mega 
event VAIGA organised by the agriculture department, MSME promotion programmes by 
the industries department, etc., have persuaded a number of groups and individuals in rural 
Kerala to adopt value addition enterprises as livelihood. 
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Table 1. Summary of major constraints related to the farming sector that can be addressed 
by converged action platforms

Sl.No Constraints in the farming sector Potential interventions & related agencies

1.

Wastage and low price of vegeta-
bles due to seasonal glut, lack of 
cold storage and transportation 
facilities 

Arrangements for collection, post- harvest han-
dling, and value chain development through pack 
houses, cold storage, FPCs, registered cultivation 
and certification, incubators, value addition, 
common branding and modernised marketing 
by Krishibhavans/VPFPCK, PACS, LSG, and 
Kudumbashree

2.

Lack of high-quality vegetable 
seeds and planting materi-
als – production and timely 
distribution

Locally co-ordinated programmes of 
Krishibhavans, VFPCK, PACS, LSG, and 
Kudumbashree

3.
Lack of high-quality paddy 
seed -  production and timely 
distribution 

Locally co-ordinated programmes of 
Krishibhavans, PACS, LSG, Minor Irrigation, 
Kudumbashree, MGNREG

4.
Lack of paddy procurement, pro-
cessing, and marketing facilities

Facilities for storage, milling, value addi-
tion, branding, and marketing through FPCs, 
Krishibhavans, PACS, LSG, farmers groups, and 
Kudumbashree

5.
Decreased paddy production 
area; lack of utilization of wet-
lands lying fallow

Setting up landbanks under LSG and Paddy FPCS 
as joint programme of PACS, Krishi bhavan, farm-
ers groups, and Kudumbashree 

6. Mechanised farming
Setting up FPCs of skilled youth groups with farm 
machines/ for various crops operations / services 
by PACs, LSG and Krishibhavans 

7.
Lack of facilities for post-harvest 
handling, value addition, & mar-
keting of spices

Special PFCs of the spices, storage, value addi-
tion, branding and marketing by PACs, FPCs, 
Krishibhavans, LSGs, 

8.

Lack of good seedling materials 
of coconut, labour scarcity, pro-
curement and processing of the 
produce

Coconut PFCs under PACS, Krishibhavans, and 
LSGs for registered seedling production, farm 
operations,  produce procurement, value addition 
and marketing with branding, e-Nam 

9.
Low collection target of MILMA 
and wastage of milk 

Value addition initiatives under PFCs under 
MILMA, PACS, LSGs, and AH dept.

10.
Sustained inland/marine fish and 
prawn production, processing, 
and marketing 

Aquaculture FPCs, facilities for value addition, 
storage, processing, branding and marketing by 
PACs, LSGs, fisheries dept, and MatsyaFed

11.

Scarcity of high-quality organic 
manure for urban and peri-urban 
farming; pollution arising from 
cow dung use

Setting up units with local facilities for processing 
cow dung, poultry manure, goat manure, compost-
ing, etc. and selling in urban/peri-urban areas by 
LSG, PACs, and Kudumbashree SHGs 
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A handful of technology incubators set up recently by agricultural universities and research 
centres under ICAR have also initiated capacity building in value addition by offering in-
cubation facilities in some of the campuses across the state. A number of entrepreneurs 
have started online sales, and such efforts have gained much traction in the unique scenario 
created by the pandemic. 

Table 1 summarizes the major constraints/needs of the farming sector (excluding the con-
straint of accessibility to credit among farmers) juxtaposed with the potential interventions- 
alliances/converged platforms of government departments in agriculture and allied sectors, 
LSGs, co-operatives, FPCs and Kudumbashree in general on a sustainable basis. 
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3. POTENTIAL OF LSG ‒ COOPERATIVE ALLIANCES WITH  
AGRICULTURAL AND ALLIED SECTORS 

EXPLORING IN-DEPTH THE POSSIBILITY OF CREATING AN ALLIANCE 
BETWEEN LSGS AND AGRICULTURE AND ALLIED SECTORS
 The potential of co-operative institutions in the growth of farming sector is well highlight-
ed in the Kerala Co-operative Policy (SPB, 2020), where their impact on food security is 
discussed. Agriculture co-operatives help their smallholder producer-members access in-
puts, infrastructure, markets, better prices, training, and technologies, through the power 
of the collective. With open and voluntary membership as one of their founding principles, 
co-operatives increase the inclusion of women and marginalized groups and help them 
access resources and opportunities by expanding their participation in local, national, and 
global economies. Co-operatives have proven to be resilient and have even recorded growth 
in times of crisis. Co-operative enterprises have a unique member-owned model that allows 
them to make long term commitments to fighting against climate change and its impacts. 
Co-operatives put people at the heart of their action, which fosters the buy-in for personal 
sacrifices that climate action will require. This results in sustainable natural resource man-
agement and active engagement in sustainable energy options.

In the above context, the Kerala Co-operative Policy( 2019) has developed its perspective 
as follows
Co-operative movement in Kerala has carved out a niche for itself in important sectors 
like credit (both rural and urban), banking, dairy, agriculture marketing, consumers, han-
dloom and handicrafts, fisheries, labour and housing activities. The indelible imprint made 
by co-operatives is identified by the government and hence, the co-operative policy ad-
dresses the twin objectives of ensuring autonomy, independence and strengthening of the 
movement on the one hand and identifying it as a launch vehicle to implement various 
socio-economic security programmes of the government, on the other. 

The state government is propounding a perspective plan for development which is pro-poor, 
environment friendly and proposes an alternate development model. The policy envisages 
strengthening and development of co-operatives as a tool for local economic development.

The funds available from NABARD are primarily used for agricultural production and in-
frastructural development in Kerala. In agricultural production credit sector, approximately 
35 to 40 percent of agricultural credit dispersed as refinance are provided at a subsidised in-
terest rate. Moreover, interest subsidy given by the central government from time to time is 
also utilised. A strong alliance between the agriculture sector and co-operatives can promote 
the effective usage of such credit facilities and thereby strengthen the agricultural sector by 
pressurising for a higher share to the state. 

SCOPE OF ALLIANCE OF CO-OPERATIVES, AGRICULTURE SECTOR, AND 
LOCAL ADMINISTRATION
An underdeveloped primary sector is considered the major weakness in the development 
of Kerala. Co-operatives can effectively provide support to agriculture and small-scale 
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industry. If a system is introduced at the panchayat level, it can mitigate the problems in 
the disbursement of short-term crop loans for paddy cultivation, vegetable cultivation, etc., 
to increase agricultural production and also for the marketing of these products. Value-
added agricultural products are key to strengthening the agricultural sector in Kerala, and 
such mega projects can serve as a source of local employment generation. Measures for 
introducing AMUL-model schemes in different sectors can provide momentum to the pro-
duction of different commodities like coconut, rubber, banana, and jackfruit. Co-operative 
institutions and LSGs can work together to enhance both production and productivity in 
tune with local conditions. The collective effort that can be generated through the proposed 
alliance will be of great help in the timely distribution of quality seeds, fertilizers, and ag-
ricultural equipment and also for the storage, processing and marketing of these products. 
Thus, integration of the activities of co-operatives and local bodies will be very helpful 
for agriculture and rural development. Both the co-operative movement and LSG institu-
tions have strong roots in Kerala and have made considerable inroads into rural economic 
development.

If LSG-level plans are arranged in accordance with the credit plans prepared by the co-oper-
ative institutions for the development requirements of each area, productive and complete 
utilisation of the resources available to co-operatives can also be achieved along with agri-
cultural and rural development. Recognising Primary Agricultural Credit Societies (PACS) 
as official banking service providers of the local bodies can mobilise and ensure the avail-
ability of finance required in turn. 

In this context, it is essential to introduce professionalism in the co-operative department 
and transform it so that it can keep pace with the changes that take place in technological 
and regulatory environments. Fall in agricultural loans, weak links with local self-govern-
ment institutions, mounting NPAs, and slow progress of modernization measures are some 
of the problems identified with the three-tier co-operative credit structure of Kerala. 

STATUS OF THE CO-OPERATIVE SECTOR 
According to the Kerala Development Report (SPB, 20-21) Cooperatives in Kerala op-
erate under the jurisdiction of different departments of the Government. The largest and 
the most significant segment come under the administrative control of the Registrar of 
Cooperative Societies (RCS) in the Department of Cooperation. It includes apex coopera-
tives, federal cooperatives, district cooperative banks, credit cooperatives, consumer/school/
college cooperatives, marketing, and processing cooperatives, and others. Together, there 
were around 15,761 cooperatives in 2019.In addition to these cooperatives, there are also 
around 6000 cooperatives that operate under the jurisdiction of other departments of the 
Government. They include 604 khadi and village industry cooperatives, 1190 coir coopera-
tives, 611 handloom cooperatives, 3284 dairy cooperatives, 394 industrial and 749 fisheries 
cooperatives. Dairy cooperatives in Kerala operate in three tiers. The Kerala Cooperative 
Milk Marketing Federation Ltd (KCMMF) is the apex body. Below, there are three regional 
cooperative milk producer unions and further below, there are the village-level dairy coop-
eratives. MatsyaFed is the apex cooperative of the primary-level fishermen welfare cooper-
ative societies.
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Cooperatives in Kerala play a vital role in mobilising people and pooling their resources to 
meet the common needs of members and thereby the larger society. The approach paper 
to the 13th Five-Year Plan prepared by Kerala State Planning Board in 2017 indicated that 
there were 70 types of cooperative societies engaged in various kinds of economic and busi-
ness activities in the State. They were categorised as apex societies (12), federal societies (4), 
cooperative central banks (14), credit societies (4045), consumer societies (20), primary so-
cieties (4651), marketing and processing societies (615) and miscellaneous societies (5926). 

In 2020, the 13 central banks (the District Central Cooperative Banks) were merged 
with the apex bank (the Kerala State Cooperative Bank) to form the new Kerala Bank. 
Accordingly, from November 29, 2019, onwards, Kerala State Co-operative Bank and 13 
District Co-operative Banks are functioning as a single entity with Brand Name “Kerala 
Bank”. There are seven Regional Offices (each for two adjacent Revenue Districts) at 
Thiruvananthapuram, Alappuzha, Kottayam, Thrissur, Palakkad, Kozhikode and Kannur, 
Credit Processing Centres (CPC) at each District Head Quarters and Branch Offices across 
the State. The bank operates through a network of 769 branches. The co-operative sector 
in Kerala has an active role of the Government in their development and functioning. The 
Special Liquidity Facility (SLF) extended by NABARD was effectively utilised for food pro-
duction by channelising it through 1643 Primary Agricultural Cooperative Credit Societies 
(PACS) in the State. 

Currently, the sector is seriously constrained with major limitations like (i) large number of 
non-functional societies, (ii) need for technological interventions, (iii) new-age technolog-
ical challenges, and (iv) low participation of youth and women.
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4. POTENTIAL OF THE CONVERGENCE APPROACH 
 IN AGRICULTURAL DEVELOPMENT

The group suggests the formulation of a strategy of functional convergence between and 
among LSGs and development departments. According to the Kerala Development Report 
20-21, the future of Kerala’s agriculture lies in focusing on an increase in productivity, prof-
itability, and sustainability. Among the various special focus interventions listed in this con-
text, adoption of mechanisation in agricultural operations, modernisation of supply chains 
and marketing systems, and large-scale investments in processing and value-addition are the 
three important areas. The Report has also highlighted that, to ensure convergence, Kerala 
should utilise two features of institutional strength in its history: decentralised governance 
and the cooperative movement. It has further pointed out that the 14th Plan period should 
be an appropriate occasion to reinvent the role of panchayats in agriculture. The panchayats 
should play a leading role in planning for agriculture at the local level, even as the block 
and district panchayats are given larger responsibilities to ensure that regional policies in 
agriculture are aligned to the needs of specific agroecological zones.	

A key challenge in Kerala’s agricultural development has been to create institutions at the lo-
cal level that allow for the benefits of economies of scale in production and post-production 
activities. The small size of farms in Kerala means that farmers have only weak bargaining 
power in the input and output markets. Their produce is not aggregated at the local-level; 
this not only leads to poor price realisation vis-à-vis traders but also to the absence of val-
ue-addition opportunities, which further dampens farm gate prices. 

1. 	 The Kerala Development Report has further suggested the following interventions:                 
(i) There are experiences of the two good practices of peoples collectives and co-op-
eration that were proven successful in the farming sector of Kerala – (a) The “ Group 
farming programme” introduced in the late 1980s was an important attempt to intro-
duce collective undertaking of selected agricultural operations, including the purchase 
of inputs and marketing of products. It proved to be effective in reducing costs in 
paddy cultivation. (b) Later, the group approach was taken forward and consciously 
linked to more scientific cultural practices and adoption of technology in experiments 
like Group Approach for Locally Adapted and Sustainable Agriculture (GALASA). 
These two approaches are worth popularising in the current context 

2.	 The Report has pointed out that creating multiple forms of farmer producer organisa-
tions (FPO) is the most appropriate way of going ahead. There has also been a mush-
rooming of self-help groups (SHGs) and joint liability groups (JLG) that collectively 
undertake paddy and vegetable cultivation on leased lands. This new form of leasing 
should also be encouraged, and the necessary legal changes should be introduced. To 
address the shortage of labourers, processes must be designed such that karshika karma 
senas would work in better alignment and cooperation with agricultural offices at the 
local level. Their activities must be integrated with custom hiring centres (CHCs) for 
renting agricultural implements. 



State Planning Board18

3.	 In the context of the fallow land utilisation the Kerala Development Report has stated 

	 The State Government has already initiated a programme for cultivating all fallow 
lands in the State. In the next stage, this policy needs to be more scientifically designed. 
Land is a scar(c)e and valuable commodity in Kerala, and it has competing uses in ag-
ricultural and non-agricultural sectors. This underlines the need for a land use plan in 
every panchayat. Such a land use plan should aim at the most efficient and sustainable 
use of every plot of land in the panchayat. The areas suitable and reserved for agricul-
tural use, industrial purposes, public services, tourism and the no-construction zones 
should be delineated. While reserving areas for agricultural uses, care should be taken 
to consider soil health and potential for reclamation as important criteria.

4.	 The Kerala Development Report has also proposed a detailed plan for integrated action 
and called for intervention in agricultural storage and warehousing wherein the roles to 
be played by the Kerala Bank is made explicit. The proposed steps are:

a. The State Government should increase its investments in the storage and ware-
housing sector to expand capacities. Plan funds and the funds of KIIFB can be used 
for this purpose. The utilisation of Central sector schemes to improve investments in 
the sector have to be given priority.

b. Kerala should examine if a more liberal land acquisition policy for the creation 
of storage infrastructure can be introduced, including the use of common pool land 
available with panchayats. The current system of licensing should also be liberalised.

c. The land and godowns available with the primary agricultural cooperative societies 
should also be used to increase storage capacities in the State. In fact, investment by 
cooperatives can meet a good part of the required investments.

d. The existing warehouses need modernisation and renovation to reduce spoilage 
and increase efficiency. 

e. Kerala Bank should be entrusted with the task of increasing credit flow into the 
storage and warehousing sector.

5. 	 Promotion of value addition and processing should be a part of efforts to expand 
marketing and storage. One of Kerala’s historic failures in the agricultural sector has 
been its inability to develop medium and large industries and enterprises that purchase 
farmer’s products in some scale and transform them commercially into value added 
products. Such possibilities exist in crops like coconut, vegetables, fruits, spices and 
condiments, and medicinal plants. 

6. 	 Agricultural marketing in Kerala requires urgent attention. Procurement facilities are 
available only for paddy. In the case of other crops, such as coconut, fruits, or vegeta-
bles, the absence of adequate marketing facilities deprives the farmer of a remunerative 
price. Kerala’s farming community is comprised predominantly of small and marginal 
farmers, resulting in (a) a fragmentation of marketed surplus, leading to absence of 
economies of scale in sale; and (b) high levels of heterogeneity in the cropping pattern 
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in these farms, leading to unviable quantities of marketed surplus in a number of crops. 
Due to these features of production, and the absence of efficient supply chains, the 
potential for aggregation of produce at the farmer-level remains acutely underexploit-
ed. This drawback has implications for not just the farmer’s price but also the growth 
of enterprises in value-addition, where the availability of lumpsum quantities of raw 
materials is an important cost factor. According to the report,

 The existing network of markets is inadequate for more than one reason.                                                           
a. One, agricultural markets do not exist in many regions where farmers are forced 
to rely on unregulated village traders. Two, given that agricultural production can 
be expected to rise in the future, more markets at the local level would become 
necessary. Given Kerala’s historical strength in collective action, it would be appro-
priate if these new markets are established in the cooperative sector. 

	 b. Local government institutions should play a major role in investment and reg-
ulation of these markets. Kerala should also involve National Bank for Agriculture 
and Rural Development (NABARD), the commercial banks, the Kerala Bank and 
Primary Cooperative Agriculture and Rural Development Banks (PCARDB) to 
extend more credit to the creation and expansion of agricultural marketing infra-
structure.

7. 	 The state had initiated infrastructural investments for storage, processing, and agricul-
tural marketing, modern trade centres and agribusiness centres, fish processing units, 
milk marketing societies, collection and grading centres for rubber, and grading and 
packing units for areca nut. Some of these projects were related to market yards, agri-
cultural processing, fishing boats, rubber processing, vehicles for transport of fish and 
fish products, copra processing, and rubber processing. Many of these were initiatives 
in the co-operative sector, such as the sahakarana (cooperative) agricultural markets, as 
part of various schemes like Scheme for Development and Strengthening of Agricul-
tural Marketing Infrastructure, Grading and Standardisation (AMIGS), Agricultural 
Marketing Infrastructure (AMI), and Integrated Scheme for Agricultural Marketing 
(ISAM). Funds under NABARD’s Rural Infrastructure Development Fund (RIDF) 
can be made use of more effectively for this purpose. 

8. 	 Kerala’s agrarian specificities necessitates discussions on a state-level regulatory regime 
for agricultural markets, covering public, private and cooperative markets. The existing 
marketing network is too fragmented, and an overarching state-level legislation will 
help streamline their activities. 

9.	 Creation of facilities for aggregation should be organised parallel to the creation of new 
markets. Here, Kerala should facilitate the establishment of a large number of FPOs, 
in the form of both cooperatives and FPCs at the panchayat-level. Alongside, a plan to 
develop a modern supply chain for fruits and vegetables should be developed. 

10.	 Storage and warehousing are an important area that needs focussed attention. Kerala’s 
agricultural production will rise in the next five years. Paddy, vegetables and fruits will 
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be the focus areas. Development of storage and market yards (including cold storag-
es and cold chains), scientific post-harvest management and handling systems and 
scientific transportation will have to receive urgent policy attention to take care of 
vegetables and fruits. The plan to develop a modern supply chain in agriculture should 
include a bottom-up development of mobile cold storages at the panchayat-level, larg-
er storage structures at the block-level and even larger warehouses at the district-level. 
These structures should also be efficiently aligned and linked with the agro-parks and 
food parks being developed at various locations. 

11. 	At present, the lack of adequate land has been identified as a major constraint in the 
development of storage and warehousing capacities. Among farmers too, the avail-
ability of farm-level storage infrastructure is poor, particularly for crops like rubber, 
coconut, areca nut, and spices. The concept of negotiable warehouse receipts has also 
not caught up in the state for multiple reasons. Plan funds and KIIFB funds can be 
used for this purpose. The utilisation of central sector schemes to improve investments 
in the sector have to be given priority. Kerala should examine if a more liberal land 
acquisition policy for the creation of storage infrastructure can be introduced, includ-
ing the use of common pool land available with panchayats. The current system of 
licensing should also be liberalised. The land and godowns available with the primary 
agricultural cooperative societies should also be used to increase storage capacities in 
the State. In fact, investment by cooperatives can meet a good part of the required in-
vestments. Existing warehouses need modernisation and renovation to reduce spoilage 
and increase efficiency. Kerala Bank should be entrusted with the task of increasing 
credit flow into the storage and warehousing sector.
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5. CONCLUSION

The ESG has discussed the major issues in the agricultural sector in the state and considers 
that harnessing the strength of Kerala’s co-operatives and LSGs for initiating appropriate 
interventions will be beneficial in addressing these issues.
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APPENDIX I
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