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ODISHA DBT FOR SEED SUBSIDY
Abstract
Direct Benefit Transfer (DBT) is a benefit delivery mechanism that aims to reduce poverty from the
country and improve the economic standard of individuals and their families. This mechanism
involves direct transfer of money into bank accounts of the beneficiaries in the form of subsidies
on LPG and kerosene, agri-inputs, etc. The Government of Odisha is providing subsidy on quality
(certified) seeds to farmers and sharecroppers directly into their bank accounts. The new system
allows for elimination of ghost beneficiaries and savings to the government, thereby bringing
greater transparency.
The mode of DBT of the Government of Odisha is an improvisation over other existing DBT models
in the sector. For this purpose, the following case study has been developed to highlight the
features of the model and to suggest technology solutions that can help increase the efficiency of
the seed subsidy value chain.

Source: Shutterstock

Introduction
The Government of India initiated subsidies after independence as a measure to curb poverty and to
promote socio-economic development. While the need for subsidies cannot be undermined, the
expenditure on subsidies is high mainly because of inclusion of dubious/duplicate individuals resulting in
faulty beneficiary targeting. Additionally, the cost to the Government remains high due to high
operational and transactional costs of delivering subsidies.

To make the system of Government benefit delivery more systematic, effective and efficient, Direct
Benefit Transfer (DBT) was started on 1st January, 2013 to simplify and fasten flow of information/funds
and to ensure accurate targeting of the beneficiaries, de-duplication and reduction of fraud. In 2015, DBT
for LPG scheme, PAHAL, was started and the Government was able to weed out 3.34 crore
fake/duplicate/inactive beneficiaries resulting in an average savings of INR 17,777 crores per annum.*

*Source- http://indianexpress.com/article/business/economy/dbt-has-led-to-significant-savings-in-mgnrega-pdslpg-pm-modi-review-meeting/

In the same context, the Government of Odisha initiated DBT for
Seed Subsidy in the state to ensure that subsidized seeds are
made available to beneficiary farmers and sharecroppers in a
transparent and accountable manner. To strengthen the existing
workflow of DBT, the State Government, along with National
Informatics Centre (NIC), developed an application and a webbased module to track the seed subsidy flow. The application and
the web-based module allow seed dealers to track beneficiaries
and their requirements. In addition, the beneficiary farmer, who
pays an all-in-cost price for the seeds, is able to view the eligible
subsidy amount during the purchase itself and the subsidy amount
is credited to his/her bank account within 7 days.

The Odisha model needs to be studied in detail to highlight the
inherent advantages and possible roadblocks the model might
have. In this context, CDFI initiated the development of a case
study to deepen its understanding of the model as well as to
produce knowledge documents to allow for replication of the
model in other states/ geographies and additionally, evaluate
possible interventions through existing CDFI innovations. An
internal team from CDFI, consisting of Aikantika Das and Abhishek

Source: Shutterstock

Pradhan visited Odisha from 16.03.2017 to 30.03.2017 to interview

Location

the relevant stakeholders for the case study.

STUDY DETAILS
Location
The visit was conducted in two districts of Odisha, namely Cuttack
and Khurda. Cuttack is located in the northeastern region of
Odisha and is the former capital and the second largest city. The
district has a tropical wet and dry climate and favours crops such
as paddy, oilseeds, food grains, jute, etc. Khurda is also located in
the northeastern region of Odisha and houses the administrative
division of the state. The climate is similar to that of Cuttack
resulting in a similar variety of crops being cultivated.

Respondents

Sample Size and Composition

A total of 20 respondents were interviewed consisting of 9

Govt. Officials
10%

farmers, 4 sharecroppers, 5 seed dealers and 2 government
officials administering and monitoring seed DBT using semistructured interview questionnaires. The sample of farmers chosen
consisted of marginal, small and big farmers with landholdings

Seed Dealers
25%

Farmers
45%

ranging from 1.5 acres to 12 acres. Sharecroppers included in the
sample cultivated landholdings with areas between 1.5 to 5 acres.
The seed dealers were either private dealers or Primary Agriculture
Co-operative Societies (PACS) dealers registered with Odisha
State Seeds Corporation (OSSC).

Sharecroppers
20%
A total of 20 respondents participated in the study

Process of Seed Subsidy Transfer before Introduction of DBT
In Odisha, seeds were being sold to farmers on subsidy by Odisha State Seeds Corporation Limited (OSSC)
and Odisha Agro Industries Corporation Limited (OAIC). They sold seeds through the private seed dealers’
network of OSSC and OAIC and through Primary Agriculture Cooperative Society (PACS) and Large-sized
Adivasi Multi-Purpose Cooperative Society (LAMPS).

PROCEDURE
Initially, the all-in-cost pricing and procurement of seeds is
completed and the sale rate to the farmers was derived and
communicated after deducting the admissible subsidy
amount allowed by GOI and Govt. of Odisha on eligible seed
varieties. The seeds were sold to the farmers through
authorized dealers’ network of the supplying agencies and
PACS/LAMPS as per the sale rate approved by the State
Seed Pricing Committee of the Government of Odisha.
Following this, subsidy bills were prepared twice a year by the
supplying agencies who in turn submitted their claims to the
Directorate of Agriculture and Food Production for Kharif
and Rabi sales separately. If necessary, claims could also be
submitted in installments.

Every claim was accompanied by a subsidy claim bill duly
raised by OSSC/OAIC and claims were based on actual
quantities sold to bonafide farmers. OSSC/OAIC maintained
physical accounts and details of farmers who purchase seeds
from their dealers, in a seeds sale register.

At the end of every season, the Seed Production Officer (SPO) of OSSC/District Manager (DM), OAIC
would forward a set of prerequisite documents duly attested by the Deputy Director of Agriculture (DDA)
of the District to the Directorate of Agriculture and Food Production Odisha for release of subsidy to the
supplying agencies.

STAKEHOLDER ENGAGEMENT

ISSUES

Process of Seed Subsidy Transfer after Introduction of DBT
The DBT System envisages a solution framework for direct benefit transfer of seed input subsidy amount to
the farmer’s account with the following objectives:

i.

To electronically transfer input subsidy (GOI/State) to the bonafide farmer’s account

ii. To eliminate bogus dealer payments through wrongful inclusion and wrongful exclusion of beneficiaries
iii. To make available the real-time price as well as stock information to seed dealers
iv. To provide quick and convenient methods for grievance redressal
v. To prevent any misuse of subsidy by putting in place a robust MIS

PROCEDURE
During Kharif 2016, seed transactions were done through
mobile/web applications by the registered
dealers/PACS/LAMPS. In interior areas, dealers were
able to transact in offline mode through a specially
designed mobile App- Seed DBT App which was synced
later as and when internet access was available.
In this system, farmers are free to purchase seeds from
any authorised dealer within their district. The dealer
sells the seeds to farmers on first-come-first-serve basis
at an all-in-cost price and maintains a sales register with
the farmer’s signature. In the sales register, details of
farmers and seeds purchased are recorded.

Thereafter, the seed transaction details are entered into
the mobile app or web-based application which uploads
the data to the central server and calculates the subsidy.
The admissible calculated subsidy is then directly
remitted to the farmers’ account through PFMS mode
within 7 days. The dealers (having valid seed licenses)
have the option to use the mobile or web application to
record the seed transaction.

The list of beneficiaries serviced will be posted on Odisha Seeds Portal website. In addition, the villagewise beneficiary list will also be hosted in all the Gram Panchayats (GPs) to ensure greater transparency
in the process.
The Benefit Transfer of Seed Input Subsidy application software is integrated with the Odisha Seeds
Portal and Seed Certification System so that stock and sale figures of the dealers are available online.

STAKEHOLDER ENGAGEMENT

Quantitative Findings
Data Findings from Farmers
What is your opinion
about the scheme?
Very Good
11%

How has the scheme
impacted you?

Just Right
11%

Keeps bank
account
Accountactive
active
34%

No difference
33%

Adds burden
33%

Good
78%

Data Findings from Sharecroppers
How do you arrange finances to
pay the additional amount?

What do you do with subsidy
amount received?
Both
20%

Save
20%

Did not know
25%

Chit Fund Loan
25%

Buy Seeds
60%

Loan from Bank
50%

Data Findings from Seed Dealers
How has the scheme
impacted you?
Worklo

How did you receive information
about the scheme?

Increased
20%
Increased
Workload
20%

Timely Commissio
40%
Timely
Commission
40%

Increased
Footfall
40% Footfa
Increased
40%

Local TV News
& Govt.
Officials

Local
Newspaper &
Govt. Officials

40%

40%

Local TV News,
Newspaper & 20%
Govt. Officials

Qualitative Findings
Perceptions of Farmers and Sharecroppers
Majority of the farmers and sharecroppers interviewed were unhappy
with the DBT for seed subsidy scheme since it added additional
financial pressure on them to procure seeds as an all-in-cost price had
to paid. This additional amount had to be arranged from informal
sources of credit.

Even though arranging the funds for seed procurement was a concern,
some farmers showed a positive attitude towards the scheme. For
them, the subsidy amount, which is credited to their bank account in
7-8 days of the seed purchase, is considered savings. The subsidy
amount credited to their bank accounts helps keeps their accounts
active and also acts as a source of credit trail for availing bank loans.

Source: CDFI
A beneficiary sharecropper
from Balianta, Khurda

Perceptions of Seed Dealers
The seed dealers, who are either in PACS or dealers of OSSC/OAIC,
were satisfied with the new scheme. Under the new scheme, the
dealers get the commission at the time of seed procurement from the
godowns and do not have to wait for years for the commission as was
in the case in the previous scheme. Additionally, PACS/LAMPS can
return seed bags in case the stock is unused.

The dealers also experienced reduced external competition and
increased customer footfall since the cost of their seeds was lesser

.

than the market prices

Overall, the dealers were satisfied with the new scheme as it reduced
financial burden and increased farmer footfall.
Source: https://sustainablefairy.wordpress.com/tag/seeds/

Perceptions of Government Officials
The government officials were highly satisfied with the DBT for seed
subsidy scheme. For them, this scheme has brought greater
transparency and eliminated duplicate/ghost beneficiaries. It has also
helped reduce corruption in seed sale through digitization of seed sale
records.

Barring some bank account verification and payment issues with PFMS,
the government officials firmly believe that the DBT way is the way to
go for all subsidies. In this context, they have also initiated process of
delivering subsidy in farm machinery, pump sets, shallow tube wells,
bore wells, transfer of seed production incentive to farmers,
Paramparagat Krishi Vikas Yojana, need based input subsidy through
DBT mode.

Conclusion and Recommendation
The Government of Odisha's DBT for Seed Subsidy Scheme is unique in multiple ways. Firstly, the scheme
has been able to identify and target actual beneficiaries by developing

unique Farmer ID's for each

farmer and sharecropper. Additionally, the quality certified seeds are produced and sold in lots with each
lot having a

unique lot number ensuring that pilferage and black marketing of seeds cannot take place.

Each bag can be tracked in online mode from the point of production to the point of sale to the end
beneficiary.

From the technology perspective, the current system has been developed with National Informatics Centre
(NIC) and includes a

fuzzy logic system that matches bank accounts with the name of the beneficiaries.

This logic helps identify beneficiary records that could have mismatches and enable rectification to reduce
delays in payments.

The scheme is also holistic and inclusive in its approach as it allows

sharecroppers (who do not own land

and hence, cannot provide land record details) to be enrolled as beneficiaries. Additionally, the beneficiary
gets the

in-cash benefit directly into his bank account within 7 days allowing for increased

engagement with bank accounts.

Advantages of the Scheme

While the new system of benefit delivery has made the seed supply chain transparent with increased
accountability, a major issue that has been identified is that farmers and sharecroppers are facing an
additional financial burden to pay the all-in-cost price for seed procurement. This has resulted in continued
reliance on informal sources of credit. Additionally, the lack of knowledge and awareness amongst the
beneficiaries about the benefits of bank account transfers remains a major hindrance in the promotion of a
cashless ecosystem for transaction.

For the scheme to be beneficial to all the stakeholders involved, it is necessary that additional burden is
not put on the end beneficiaries, who are small and marginal farmers, in this case. Suitable innovations are
available in the financial inclusion space that can address these issues. The Government of Odisha can
explore these innovations to solve the problems of the farmers thereby ensuring that the DBT for Seed
Subsidy scheme becomes a holistically beneficial scheme for all the stakeholders involved.

Source: http://www.economywatch.com/files/story/Green_Beds_farmlands_India.jpg
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