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Abstract 

The form of risk mitigating strategy insurance may play a vital role in anchoring a stable 

growth of the agricultural sector through reduction of the financial losses suffered by the 

farmers due to damage and destruction of their crops, contents, machinery, or accident 

with the farmer. This paper examined the risk management strategies among six hundred 

and two farmers in Coimbatore District. Data were collected using a structured interview 

schedule. Data were analysed using simple percentage, chi-square analysis, ANOVA and 

Friedman test. Results showed that the choices of risk management strategies among the 

farmers using the first Debt Management second Livestock income and third Crop 

insurance. 

 

INTRODUCTION 

Agriculture is the backbone of Indian economy, it propositions direct employment 

to two-thirds of India’s population, and it is a benefactor of food, clothing, fodder, and 

other necessities of life for the entire population. The form of risk mitigating strategy 

insurance may play a vital role in anchoring a stable growth of the agricultural sector 

through reduction of the financial losses suffered by the farmers due to damage and 

destruction of their crops, contents, machinery, or accident with the farmer. Agriculture 

contributes 24 per cent to the GDP, and any disturbance in its production has a multiplier 

effect on the economy of a country such as India. Since economic growth and agricultural 

growth are inextricably linked to each other, managing risks in agriculture is a big 

challenge to the policy makers and the researchers. The risk aversion induces 

underinvestment in agriculture, leading to inefficiency.  

Crop insurance helps in stabilisation of farm production and income of the 

farming community. In the face of uncertainty and risk in agriculture, various schemes 
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have been evolved in different countries to protect farmers; these include guaranteed 

prices, subsidised credit, and crop insurance, which are of immediate concern in the 

short-run. According to the National Agriculture Policy (2000), “Despite technological 

and economic advancements, the condition of a farmer continues to be unstable due to 

natural calamities and price fluctuations”. Due to the weather-sensitive nature of crop 

cultivation with 60 per cent of the nets own area under rain-fed farming, the impact of 

this variability is observed more in the extreme weather conditions (drought/ flood) yea₹ 

Man-made disasters such as fire, sale of spurious seeds, fertilisers and pesticides, price 

fluctuations and so on. Severely affect farmers through loss in production and farm 

income, and these are not in the control of farmers. With the growing commercialisation 

of agriculture, the magnitude of loss due to unfavourable eventualities is increasing. 

REVIEW OF LITERATURE 

Muniraju(2018) has evaluated the awareness of crop insurance schemes and 

opinion of farmers regarding existing crop insurance schemes in Kodagu district of 

Karnataka. He found that most respondents in the study area are not aware of these 

schemes, implementing agency and who pay’s compensation. Almost all respondents are 

in the wrong perception that banks would pay compensation, and they are the 

implementing agency. Majority of the farmers mentioned that they even do not know that 

their inclusion under crop insurance schemes.  

Raveena andShanmugapriya(2018) have examined the satisfaction level of 

farmers towards crop insurance schemes in Pollachi Taluk. They found that no significant 

association between family income farmers and their level of satisfaction on crop 

insurance. The major role in creating awareness among farmers is played the Bank 

officials, but they did not take active participation in explaining the benefits of crop 

insurance.  

Nain et al. (2017) have studied the farmers’ awareness of agricultural insurance 

schemes in southern Haryana. They found that most farmers perceived that low 

awareness level (78%) on Agricultural Insurance Schemes, majority of the farmers were 

not aware regarding the components coverage of risks and exclusions, premium rates and 

associated subsidy, loss assessment procedures and the implementing agencies. 
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Kitonyoh (2015) has examined the farm-level analysis of risk attitude, sources, 

and risk measurement strategies among farmers in Trans Nzoia County. They found that 

the weather risks, market and price risks, biological risks, labour bottlenecks, financial 

risks, land bottlenecks and personal/human risks to be the most prevalent risks while 

enterprise diversification, risk sharing and cooperatives, off-farm investment, buffer stock 

index, and financial management were the most adopted risk management strategies 

among farmers. 

Ullah et al. (2015) have investigated the impact of farm household characteristics 

and farmers attitude towards farm risk. They found that the role of age and education of 

the household head, monthly household income, land ownership status and risk-averse 

nature of the farmers on the decisions to adopt diversification and precautionary savings 

to manage farm risks. Access to credit has a significant impact on farmers’ decisions of 

managing farm risks. As the results indicate access to both formal and informal credits 

positively influence farmers’ decisions of utilising agricultural credit to manage farm 

risk. 

OBJECTIVES OF THE STUDY 

1. To know the awareness level and the reasons for not availing of National 

Agriculture Insurance Scheme by the farmers. 

2. To examine the Risk Management Strategies among Farmers. 

METHODOLOGY 

Data collection 

The primary Data were collected from the farmers by using interview schedule 

specifically designed with vernacular language for the purpose. The secondary data have 

been obtained from various secondary sources such as newspapers, magazines, journals, 

books, websites of statistical abstracts of Tamil Nadu, Reserve Bank of India, and 

Ministry of Agriculture. 

Sampling method 
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The required sample households for data collection were selected using a 

multistage sampling technique. In the first stage, Coimbatore district was purposively 

selected for the study. In the second stage, eight blocks are Annamalai, Annur, 

Karamadai, Kinathukadavu, Madukkarai, Pollachi (North), Pollachi (South) and 

Sultanpet was purposively selected for the study. In the third stage, four villages selected 

in each block are randomly selected for data collection. In the fourth stage, a total of 602 

respondents are randomly selected using the below equation as suggested by Yamane 

(1967). 

Area of study  

The area of this study contributes to Coimbatore district 

Framework of Analysis 

To analyse the collected data, the following tools are used 

 Chi-square analysis:  

 ANOVA 

 Friedman Test 

RESULTS AND DISCUSSION 

Table1: Association between the Awareness on Agri Insurance of the respondents 

and perception towards various dimensions of reasons for not availing National 

Agriculture Insurance Scheme 

S. No 
Awareness about Agri 

Insurance 

Various dimensions of   

reasons for not 

availing the National 

Agriculture Insurance 

Scheme 

Statistical 

Inference 

Disagree Agree 

1. 
Not aware of crop insurance n: 236 n: 366 

X
2
 = 34.202

 

df =  1 

0.000<0.01 

Significant 

 
Yes 187 60 

 
No 49 306 
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2. 
No need of insurance n: 414 n: 188 

X
2
 = 4.477

 

df = 1 

0.034<0.05 

Significant 

 
Yes 166 81 

 
No 248 107 

3. 
Lack of premium paying 

capacity 

n: 328 n: 274 
X

2
 = 8.056

 

df =  1 

0.004<0.01 

Significant 

 
Yes 136 111 

 
No 192 163 

4. 
Not satisfied with crops 

covered 

n: 170 n: 432 
X

2
 =2.104

 

df =  1 

0.085>0.05 

Not Significant 

 
Yes 68 179 

 
No 102 253 

5. 
Not satisfied with area 

approach 

n: 236 n: 366 
X

2
 = 10.214

 

df =  1 

0.001<0.01 

Significant 

 
Yes 78 169 

 
No 158 197 

6. 
Complex documentation n: 243 n: 359 

X
2
 = 1.281 

df =  1 

0.258>0.05 

Not Significant 

 
Yes 93 154 

 

No 150 205 

7. 
Lack of service/co-operation 

from the bank 

n: 227 n: 375 
X

2
 = 8.311 

df =  1 

0.004<0.01 

Significant 

 
Yes 110 137 

 
No 117 238 

8. 
No faith in scheme n: 366 n: 236 

X
2
 =0.231 

df =  1  
Yes 153 94 
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No 

213 142 
0.631>0.05 

Not Significant 

9. 
Delay in claim payment n: 282 n: 320 

X
2
 = 9.202

 

df =  1 

0.002<0.01 

Significant 

 
Yes 113 134 

 
No 169 186 

10. 
Not satisfied with indemnity 

level 

n: 214 n: 388 
X

2
 = 11.434 

df =  1 

0.000<0.01 

Significant 

 
Yes 84 163 

 
No 130 225 

11. 
Overall level of   reasons for 

not availing NAIS   

n: 244 n: 358 
X

2
 = 4.025 

df =  1 

0.045<0.05 

Significant 

 
Yes 112 135 

 No 132 223 

As can be inferred  from Table 1 that there is a significant association between the 

awareness onagri insurance of the respondents with regard to various dimensions of 

reasons for not availing national agriculture insurance scheme such as not aware of crop 

insurance, no need of insurance, lack of premium paying capacity, not satisfied with area 

approach, delay in claim payment, lack of service/co-operation from the bank and not 

satisfied with indemnity level. Further, there is no significant association between the 

awareness onagri insurance of the respondents on various dimensions of reasons for not 

availing national agriculture insurance schemes such as not satisfied with crops covered, 

complex documentation and no faith in the scheme. However, there is a significant 

association between the awareness onagri insurance of the respondents and overall level 

of reasons for not availing national agriculture insurance scheme (X
2
 =4.025, 

0.045<0.05). It is concluded that awareness of Agri insurance must influence the level of 

perception towards reasons for not availing the national agriculture insurance scheme. 

The respondents who do not have awareness onagri insurance had high level of 

perception towards reasons for not availing national agriculture insurance scheme such as 
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not aware of crop insurance, no need of insurance, lack of premium paying capacity, not 

satisfied with area approach, delay in claim payment, lack of service/co-operation from 

the bank and not satisfied with indemnity level. 

Table One-way Analysis of Variance among opinion on total revenue of the 

respondents and perception towards various dimensions of reasons for not availing 

National Agriculture Insurance Scheme 

S. 

No 

Source SS Df MS X  Statistical 

Inference 

1. 
Not aware of crop 

insurance 
   G1= 3.7244 

F=2.537 

0.056<0.05 

Significant 
 

Between Groups 13.024 3 4.341 G2= 3.4167 

 
Within Groups 1023.091 598 1.711 G3= 3.7651 

  
 

 
 

G4= 3.5035 

2. 
No need for 

insurance 
  

 
G1= 2.9295 

F=1.433 

0.232>0.05 

Not 

Significant 

 
Between Groups 7.458 3 2.486 G2= 2.6538 

 Within Groups 
1037.147 598 1.734 G3= 2.6779 

  

 
 

 
G4= 2.7092 

3. 
Lack of premium 

paying capacity 
   G1= 3.4679 

F=2.679 

0.046<0.05 

Significant 
 

Between Groups 11.452 3 3.817 G2= 3.4167 

 
Within Groups 852.030 598 1.425 G3= 3.1141 

  

 
 

 
G4= 3.2766 

4. 
Not satisfied with 

crops covered 
   G1= 4.3462 

F=12.786 

0.000<0.01 

Significant 
 

Between Groups 39.720 3 13.240 G2= 3.7436 

 
Within Groups 619.239 598 1.036 G3= 4.1544 

  

 
 

 
G4= 3.7730 
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5. 
Not satisfied with 

area approach 
   G1= 3.8462 

F=1.458 

0.225>0.05 

Not 

Significant 

 
Between Groups 6.932 3 2.311 G2= 3.6667 

 
Within Groups 947.468 598 1.584 G3= 3.6577 

  
   G4= 3.5461 

6. 
Complex 

documentation 
   G1= 3.7949 

F=4.208 

0.006<0.01 

Significant 
 

Between Groups 16.613 3 5.538 G2= 3.3846 

 
Within Groups 786.895 598 1.316 G3= 3.6913 

  

 
 

 
G4= 3.7730 

7. 
Lack of service/co-

operation from the 

bank 

   G1= 3.9103 

F=10.655 

0.000<0.01 

Significant 
 

Between Groups 36.080 3 12.027 G2= 3.3718 

 
Within Groups 674.977 598 1.129 G3= 3.8792 

  

 
 

 
G4= 3.9858 

8. 
No faith in the 

scheme 
  

 
G1= 3.1667 

F=1.620 

0.184>0.05 

Not 

Significant 

 
Between Groups 7.217 3 2.406 G2= 3.3141 

 
Within Groups 888.001 598 1.485 G3= 3.4564 

  

 
 

 
G4= 3.3972 

9. 
Delay in claim 

payment 
   G1= 3.2436 

F=12.817 

0.000<0.01 

Significant 
 

Between Groups 50.999 3 17.000 G2= 3.1603 

 
Within Groups 793.127 598 1.326 G3= 3.8523 

  
 

 
 

G4= 3.6809 

10. 
Not satisfied with    G1= 3.9038 

F=2.855 
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indemnity level 0.037<0.05 

Significant  
Between Groups 12.559 3 4.186 G2= 3.8397 

 
Within Groups 876.996 598 1.467 G3= 3.5235 

  

 
 

 
G4= 3.7660 

11. 
Overall level of   

reasons for not 

availing NAIS  

   G1= 36.3333 

F=4.378 

0.005<0.01 

Significant 
 

Between Groups 475.711 3 158.570 G2= 33.9679 

 
Within Groups 21657.890 598 36.217 G3= 35.7718 

  

 
 

 
G4= 35.4113 

G1= Below ₹80,000, G2= ₹80,001- 1,20, 000, G3= ₹1,20,001- 1,85,000,  

G4= Above ₹1,85,000 

It is inferred from the Table 2 that there is a significant variance among the 

opinion on total revenue of the respondents and various dimensions of reasons for not 

availing national agriculture insurance scheme such as not aware of crop insurance, not 

satisfied with crops covered, lack of service/co-operation from the bank, delay in claim 

payment, lack of premium paying capacity, complex documentation and not satisfied 

with indemnity level. Further, there is no significant variance among the opinion on total 

revenue of the respondents and various dimensions of reasons for not availing national 

agriculture insurance schemes such as no need of insurance, not satisfied with area 

approach and no faith in the scheme. However, there is significant variance among the 

opinion on total revenue of the respondents and overall level of reasons for not availing 

national agriculture insurance scheme (F=4.378, 0.005<0.01). It is concluded that opinion 

on total revenue must influence the level of perception towards reasons for not availing 

the national agriculture insurance scheme. The mean score ( X =36.3333) indicates that 

the respondents who have earned Below ₹80,000 total revenue have a high level of 

perception towards factors considered before investing in various investment avenues 

such as not satisfied with crops covered, lack of premium paying capacity, complex 

documentation and not satisfied with indemnity level. 
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Risk Management Strategies among Farmers in Coimbatore district 

Weather, financial, market/price, biological and institutional risks, along with a 

farmer’s attitude towards risk, has a significant impact on the choice of risk management 

strategies and tools to be used (Shapiro et al., 1993). This study result indicates the 

existence of several strategies that farm households in Coimbatore district have opted in 

mitigating and coping with farm risks. 

Table 3: Friedman Test difference between the participant’s rank for choices of 

Risk Management Strategies  

  Mean Rank 

Livestock income 9.74 

Debt Management 10.41 

Crop insurance 9.09 

Income from Non-Agriculture 9.01 

Off-farm investment 8.16 

Usage of Modern Irrigation 8.2 

Personal insurance 7.14 

Buffer Stock 6.43 

Precautionary savings 7.29 

Cost Management 6.47 

Crop Diversification 6.39 

Security 6.00 

Market Contracts 5.28 

Farmer Groups 5.39 

Table 3 shows fourteen risk management strategies adopted by the farming 

household in the study area. It is inferred that there is a significant association between 

the participant’s rank for choices of risk management strategies such as Debt 

Management, Livestock income, Crop insurance, Income from Non-Agriculture, Usage 
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of Modern Irrigation, Off-farm investment, Precautionary savings, Personal insurance, 

Cost Management, Buffer Stock, Crop diversification, Security ,Market Contracts and 

Farmer Groups. The Friedman test, which evaluated differences in mean among the 

fourteen choices risk management strategies is significant (χ2 = 1288.15, 0.000<0.01), 

indicating substantial differences among the choices risk management strategies. Based 

on the results from Table 3 Friedman test mean among the choices of risk management 

strategies such as the most dominant risk management strategy in order of importance 

are; Debt Management (10.41), Livestock income (9.74), Crop insurance(9.09), Income 

from Non-Agriculture(9.01), Usage of Modern Irrigation(8.20), Off-farm 

investment(8.16), Precautionary savings(7.29), Personal insurance(7.14), Cost 

Management(6.47), Buffer Stock(6.43),Crop diversification(6.39),Security (6.00),Market 

Contracts(5.28) and Farmer Groups(5.39). 

It is concluded that there is a significant association between the participant’s rank 

for choices of risk management strategies at 1% level of significance. Second, most of the 

respondent’s choices for risk management strategies to Debt Management. 

CONCLUSION 

This study reveals that the choices of risk management strategies among the 

farmers using the first Debt Management second Livestock income and third was Crop 

insurance. Agriculture is subjected to risk and uncertainties such as flood, drought, 

damages due to pest infestations, hail storms, and so on to protect the farmers from these 

risks and uncertainties. In this scenario of high risk and uncertainty of rain-fed 

agriculture, mitigating the risk of the farmers is a central aspect, which the decision 

makers must have to handle with utmost care. The awareness level of farmers on crop 

insurance is poor. They are not aware of the existing crop insurance schemes of the 

government. Farmers are dissatisfied with the existing crop insurance schemes because of 

the high premium rate, less premium subsidy, and delay in settlement of claims.  

The government should give more focus on the purification of the existing crop insurance 

schemes and to increase the awareness level of farmers on crop insurance. 
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