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next five years 2010 and 2015, witnessed significant acceleration with announcement of five 
loan waivers, all from State Governments such as Karnataka, Chhattisgarh, Uttar Pradesh, 
Andhra Pradesh and Telangana. After 2015, the announcement further got momentum and 
already there had been nine loan announcements from the State Governments of Chhattisgarh, 
Madhya Pradesh, Maharashtra, Punjab, Rajasthan, Tamil Nadu, Uttar Pradesh, and two waivers 
in Karnataka alone. The broad trend suggests that loan waiver witnessed a steady acceleration 
over time especially after 2005. Further, loan waivers appear to be more popular among State 
Governments as compared to Central Government. Twenty of the 22 waivers listed in Table 1 
were announced by State Governments while only two came from the Central Government.

Table 1: Chronology of loan waivers in India

S. 
No.

State Year Amount
(Rs crore)

Political party in power

1. Haryana 1987 227 Lok Dal

2. Central Government 1990 10,000 Janata Party Government

3. Kerala 2006 355 Communist Party of India (Marxist) (CPI(M))

4. Tamil Nadu 2006 1,062 Dravida Munnetra Kazhagam (DMK)

5. Central Government 2008 52,000 Congress Party (INC)

6. Maharashtra 2008 4,950 Congress Party (INC)

7. Karnataka 2012 3,500 Bhartiya Janata Party (BJP)

8. Chhattisgarh 2012 3,200 Bhartiya Janata Party (BJP)

9. Uttar Pradesh 2012 1,650 Samajwadi Party (SP)

10. Andhra Pradesh 2014 24,000 Telugu Desam Party (TDP)

11. Telangana 2014 16,374 Telangana Rashtra Samithi (TRS)

12. Tamil Nadu 2016 7,769 All India Anna Dravida Munnetra Kazhagam 
(AIADMK)

13. Uttar Pradesh 2017 36,359 Bhartiya Janata Party (BJP)

14. Punjab 2017 10,000 Congress Party (INC)

15. Maharashtra 2017 34,002 Bhartiya Janata Party (BJP)

16. Karnataka 2017 8,165 Congress Party (INC)

17. Rajasthan 2017 20,000 Bhartiya Janata Party (BJP)

18. Madhya Pradesh 2017 6,000 Bhartiya Janata Party (BJP)

19. Karnataka 2018 34,000 Janata Dal (Secular) (JD(S))

20. Madhya Pradesh 2018 35,000 Congress Party (INC)

21. Rajasthan 2018 15,000 Congress Party (INC)

22. Chhattisgarh 2018 6,100 Congress Party (INC)

Source:RBI, Various Newspapers
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In fact, post 2008, all the waivers were announced by different State Governments and none 
came from the Centre. Further, irrespective of ideological inclinations, all State Governments 
have announced loan waivers. In fact, there seems to be a race among different political parties 
to use this instrument to appease agrarian communities. Since the loan waiver has become a 
popular tool for all political parties, we need to examine the implications of this scheme more 
carefully.

3. FISCAL VIABILITY
The wave of loan waiver announcements led to serious discussion about the fiscal viability 
of the scheme in the long run. The loan waivers have been criticized for posing an additional 
burden on the limited financial resources of the State. Waivers are in general quite resource 
intensive. A simple state average of the loan waiver allocation as a percentage of the state 
budget works out to be as high of 9.1 percent with significant variation across states and time. 
This raises questions such as what if the resources committed to waivers were instead allocated 
towards longer-term investments in agriculture? What would have been the likely incremental 
investment? In place of a waiver, if the same amount is transferred to the agricultural budget; we 
can increase the annual agricultural budget by 22 percent to 670 percent in different states (Table 
2). This could lead to substantive hike in the resources available for agricultural investment. 
This colossal investment can open up new possibilities for transforming the existing approach 
towards agriculture and rural development. The evidences show that if the investments are 
made appropriately impacts are larger. For instance, Bathla et. al., (2018) reported that marginal 
rate of return to investment in agricultural research and development is 2.47, implying that 
each rupee invested in agricultural research and development gives return of Rs 2.47. Further, 
Kumar et. al., (2017) show that access to formal credit can increase the net farm income by 17 
percent. Better alternatives to loan waiver are available and, therefore, we should desist from 
implementing by and large non-productive resource intensive measures.

Table 2: Opportunity cost of the loan waiver policy

State Year Waiver  
(Rs in crore)

Agriculture budget 
(Rs in crore)

Waiver as % of 
agricultural budget

Karnataka 2018 34,000 5,080 669

Rajasthan 2017 20,000 3,072 651

Karnataka 2017 8,165 4,344 188

Maharashtra 2017 34,022 10,344 329

Punjab 2017 10,000 2,548 392

Uttar Pradesh 2017 36,359 11,589 314

Telangana 2014 16,374 6,312 259

Andhra Pradesh 2014 24,000 10,424 230

Uttar Pradesh 2012 1,650 7,625 22

Source: Phadnis, A. and Gupta, A. (2017)
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many major states the incidences of formal borrowing remained in single digit. Only in Andhra 
Pradesh, Karnataka, Kerala, Tamil Nadu, and Telangana, more than half of the marginal and 
small farmers could avail institutional loan in 2012-13. The situation since then has not improved 
substantially as revealed by NABARD All India Rural Financial Inclusion Survey 2016-17.

Table 3: Borrowing status of marginal and small farmers (<2ha) from formal sources

% Share of states in
States % of farmers borrowing 

from formal sources
Amount borrowed Borrowing households

Andhra Pradesh 68.77 8.35 3.53
Arunachal Pradesh 5.40 0.02 0.10
Assam 5.82 0.81 4.04
Bihar 13.49 4.04 8.70
Chhattisgarh 14.37 1.35 2.72
Gujarat 21.97 3.06 4.05
Haryana 29.59 1.49 1.46
Himachal Pradesh 21.89 0.82 1.09
Jammu & Kashmir 8.88 0.43 1.40
Jharkhand 8.82 0.83 2.74
Karnataka 57.18 8.36 4.24
Kerala 73.05 4.32 1.72
Madhya Pradesh 20.81 4.29 5.98
Maharashtra 36.85 8.58 6.76
Manipur 5.78 0.04 0.21
Meghalaya 0.66 0.01 0.40
Mizoram 0.81 0.00 0.09
Nagaland 0.15 0.00 0.29
Odisha 31.53 5.92 5.45
Punjab 25.74 1.18 1.33
Rajasthan 27.01 5.68 6.11
Sikkim 3.28 0.01 0.08
Tamil Nadu 60.13 7.62 3.68
Telangana 73.01 6.13 2.44
Tripura 15.18 0.16 0.30
Uttar Pradesh 22.53 16.81 21.67
Uttaranchal 29.66 1.34 1.31
West Bengal 30.02 8.25 7.98
Group of UTs 21.98 0.10 0.14
All India 29.04 100.00 100.00

Source: Situation Assessment Survey, 2013-14
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