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Preface

In recent years, loan waivers have emerged as the prominent policy choice for addressing
the issue of agrarian distress in India. Over the last one and half year, waivers of farm loans
were announced by a number of State Governments such as Chhattisgarh, Karnataka,
Maharashtra, Madhya Pradesh, Punjab, Rajasthan, and Uttar Pradesh. These announcements
perhaps compelled the Central Government to announce farmer welfare scheme PM-KISAN
and simultaneously several State Governments also came up with direct income support to
farmers. The expansion of the loan waiver policy and the emerging income support schemes
has prompted serious discussions and commentaries in the on-going economic and policy
discourses in India.

In view of the seriousness and complexity of these issues, the National Academy of Agricultural
Sciences (NAAS) organized a one-day brainstorming session (BSS) on “Loan Waiving versus
Income Support Schemes: Challenges and the Way Forward” on 24" June 2019 at NAAS,
NASC complex, New Delhi. The main objective of the brainstorming session was to deliberate
on the efficacy of loan waivers in detail and explore the other alternative options such as income
support system to deal with agrarian distress more efficiently and effectively. The BSS was
attended by a group of scientists, policy makers, and farmers’ representatives. Deliberations
were enriched by their presence and lively participation. Besides the base paper, presentations
by other experts included efficacy of farm loan waivers, advantages and challenges of income
support schemes, and farmers’ perspective on agricultural subsidies, loan waiving and income
support. Besides these presentations, a panel discussion on Way Forward: Loan Waiver or
Income Support was also organized.

On behalf of the Academy, | express my gratitude and sincere thanks to the Convener,
Dr P.K. Joshi, Co-Convener Dr Anjani Kumar, all the other experts, stakeholders both from
public and private institutions for their valuable inputs, besides the reviewer. My thanks are also
to Dr V.K. Bhatia and Dr Kusumakar Sharma for their Editorial Support. | am hopeful that the
Document will be useful to all Fellowship, researchers, policy planners and other stakeholders.

(Panja utSingh)
President, NAAS






Loan Waiving versus Income Support Schemes:
Challenges and Way Forward

1. INTRODUCTION

Credit plays an important role in agricultural development. It enables farmers to undertake
new investments and adopt improved technologies. Indeed, access to credit enhances the risk
bearing ability of the farmers and encourage them to invest in some little risky ventures with
higher potential returns (Diagne et. al., 2000). It also acts as a catalyst to break the vicious
circle of poverty in rural areas (Coleman, 1999; Khandker and Faruquee, 2003; Awotide et. al.,
2015). Realizing the importance of credit in promoting agricultural growth and development,
the agricultural credit policy in India strives to build a strong structure to expand the outreach of
institutional credit.

The main objective of the India’s agricultural credit policy has been to improve farmers’ access
to institutional credit and reduce their dependence on informal credit. Informal credit is often
spurious. In pursuit of this goal, the Government of India (Gol) has undertaken several initiatives.
Major milestones in improving access to rural farm credit include acceptance of the Rural Credit
Survey Committee’s Report (1954), nationalization of the large commercial banks (1969 and
1980), establishment of Regional Rural Banks (1975) and the National Bank for Agriculture
and Rural Development in 1982, and the 1991 financial sector reforms. Since the passage
of historic 1991 financial reforms in India, the Gol also has launched farm credit programs
including the Special Agricultural Credit Plan (1994-1995), Kisan Credit Cards (1998-1999),
Doubling Agricultural Credit within three years (2004), 2008 Agricultural Debt Waiver and Debt
Relief Scheme, the Interest Subvention Scheme (2010-11), and more recently, the 2014 Jan
Dhan Yojana (Kumar et. al., 2015).

Simultaneously, several other measures have been taken to strengthen formal credit system
in India. Examples include the establishment of the Lead Bank Scheme, direct lending for the
priority sectors, and the banking sector’s linkage with the Government-sponsored programs
targeted at the poor. Other programs like the Differential Rate of Interest Scheme, the Service
Area Approach, the Self-Help Group-Banks Linkage Program, Special Agricultural Credit Plans,
and the Rural Infrastructure Development Fund were also introduced to enhance the flow of
credit to the rural sector. These initiatives have had a positive impact on the flow of agricultural
credit (Ghosh, 2005; Golait, 2007; Kumar et. al., 2010; Mohan, 2006; Hoda and Terway, 2015;
Kumar et. al., 2015). Since the launch of Doubling Agricultural Credit in 2004, the actual credit
flow has exceeded the target consistently, and the ratio of agricultural credit to agricultural GDP
has increased from 10 per cent in 1999-2000 to about 43 per cent in 2016-2017 (Figure 1). In
absolute terms also the institutional credit to agriculture grew from Rs 36860 crores in 1999 to
Rs 1065800 crores in 2017-18.

A number of studies have shown that access to formal credit contributes to an increase in
agricultural productivity and household income in developing countries like India (Binswanger
and Khandker, 1995; Carter 1989; Carter and Weibe 1990; Feder et. al., 1990; Pitt and Khandker,
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Figure 1: Flow of formal credit in agriculture

Source: National Accounts Statistics (2019), Ministry of Statistics and
Programme Implementation, Government of India.

1996, 1998; Khandker and Farooqui 2003; Awotide et. al., 2015; Narayanan 2016; Kumar et.
al., 2017). The access to institutional credit has the potential to increase farmers’ income by 17
percent and consumption expenditure by 10 percent (Kumar et. al., 2017).

However, in recent years, loan waivers have emerged as the prominent policy choice for
addressing the issue of agrarian distress in India. Over the last one and half year, waivers
of farm loans were announced by a number of State Governments such as Chhattisgarh,
Karnataka, Maharashtra, Madhya Pradesh, Punjab, Rajasthan, and Uttar Pradesh. On the
other hand, the support to farmers witnessed a tectonic shift. The Gol announced PM-KISAN
before the announcement of general election in 2019. The direct income support also found
favour in several states and many State Governments have implemented direct income
support to farmers. The major direct income support by the State Governments include Ryuthu
Bandhu (Telangana), Krishak Bandu (West Bengal), Krishi Ashirwad Yojana (Jharkhand), and
Krushak Assistance for Livelihood and Income Augmentation (Odisha). The magnitude and
eligibility criteria vary across the states, but essence of these schemes remains the same. All
these schemes have focussed on transferring some cash support directly to the farmers. The
expansion of the loan waiver policy and implementation of direct income support prompted
serious discussions and commentaries in the on-going economic and policy discourses in
India. The loan waiver is a serious and complex issue which needs careful understanding and
analysis. Similarly, the growing emphasis on direct income support to farmers needs to be
understood from the perspective of ensuring sustainable and inclusive agricultural growth in
India. In this backdrop, National Academy of Agricultural Sciences (NAAS) and International
Food Policy Research Institute (IFPRI) organized a one-day brainstorming session on “Loan
Waiving versus Income Support Schemes: Challenges and the Way Forward” on 24" June,
2019 at NAAS, New Delhi. The main objective of the brainstorming session was to deliberate on
the efficacy of loan waivers in detail and explore the other alternative options such as income
support systems to deal with agrarian distress more efficiently and effectively.
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The rationale of loan waiver scheme as a tool to address agrarian crisis needs careful analysis
and scrutiny. Discussion in brainstorming session began with the presentation of base paper
and a few other presentations on different dimensions of the loan waiving and direct income
support to farmers. These presentations were followed by a panel discussion on the way forward
for the support measures to address agrarian crisis in India. The deliberations included (1) fiscal
prudence of the loan waiving, (2) inclusiveness of the schemes across categories and regions,
(3) linkages with credit rationing in loan allocation in subsequent years, (4) adverse impact on
the repayment culture among the borrowers, (5) political economy perspectives of the loan
waiving, (6) availability of other instruments to address agrarian distress more efficiently and
effectively, (7) comparison with direct income support like Rythu Bandhu, KALIA, PM-KISAN
and other support measures, (8) trade-off between long term public investment in agriculture
and loan waiving, and (9) linkage between loan waiving and agricultural productivity.

This Policy Paper is the outcome of the above BSS and is based on the views and experiences
shared by the distinguished participants of the session. The following sections briefly discuss
different issues of loan waiving schemes in India.

2. HISTORY OF LOAN WAIVERS IN INDIA

Loan waiver schemes are relatively a recent phenomenon in the independent India’s history of
72 years. The first loan waiver was announced in 1987 by the then Chief Minister of Haryana,
Chaudhary Devi Lal. In 1990, the then Prime Minister Shri V.P. Singh announced an agricultural
debt relief scheme of 10000 crore for agricultural borrowers. This was the first agricultural
loan waiver at the national level and the announcement was followed by a fierce debate and
severe criticism by the economists and other policy think tanks. After this, there was virtually
a moratorium on loan waivers for more than a decade and this new instrument of support to
farmers re-emerged in mid 2000s. During 2005 to 2010, in spite of RBI warning that defaults
and problems in recovery of dues would adversely affect the credit system, a number of States
and the Central Government came up with debt relief schemes. In 2008, the Indian Government
announced one of the largest debt waiver schemes in the history. The Agricultural Debt Waiver
and Debt Relief Scheme waived Rs 70000 crore spread across 237 districts and reaching 30
million farmers (Kanz, 2012). A complete waiver was given to small and marginal farmers (holding
land up to 2 hectares). Other farmers with land holding above 2 hectares were given 25 percent
waiver. The scheme was introduced to address the increasing suicides amongst the farmers
by alleviating their miseries. The other ostensible goal of the program was also to help public
and private banks refinance themselves by cancelling their non-performing assets which had
accumulated due to directed lending to rural communities over the years (Gine and Kanz, 2014).
Over the next few years the program again received widespread criticism from economists.
However, this did not stop State Governments from announcing further waiver programs.

The history of loan waivers is given in Table 1. It reveals that till 2005, there were only two loan
waivers; one from Haryana Governmentin 1987 and the other from Government of India in 1990.
Between 2005 and 2010, four loan waivers were launched: two in southern states of Kerala and
Tamil Nadu, one in Maharashtra and the one large waiver by Government of India (Gol). The
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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. State Year | Amount Political party in power

No. (Rs crore)

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

Policy Paper 91




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 Agricul_ture budget Waiver as % of
(Rs in crore) (Rs in crore) 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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4. COVERAGE OF BENEFICIARIES

Before analysing the impact of loan waivers, we need to first assess who are the beneficiaries
and how many resource poor farmers are covered. Secondly, whether the more vulnerable
regions are covered more or the advanced or developed regions are cornering the lion’s share
of benefits arising from the loan waiver schemes. A perusal of the Table 3 shows that only 1/3
of the marginal and small farmers are formal borrowers and the remaining 2/3 are either non-
borrowers or have taken loan from informal sources. Therefore, the real benefit to marginal and
small farmers will not accrue due to loan waiver scheme as loan waiver scheme typically caters
to farmers who have borrowed from the formal sources. Once a loan waiver is announced,
banks usually stop giving loans to farmers qualifying for loan waivers in the next loan cycles
(Kanz, 2012; Gine and Kanz, 2014), which leads to credit rationing. The neglect of agriculture
by the formal financial institutions as a consequence of loan waiver may push these cultivator
households into the clutches of money lenders and other non-institutional sources. The interest
rates charged by non-institutional sources were 25 percent per annum, which is more than
two-times of the interest rate of institutional sources. Moneylenders are the major suppliers
of informal credit, which accounts for about 69 percent of the informal credit, and charge an
exorbitant rate of interest. The average rate of interest charged by the moneylenders is about
37 percent (more than three times of the interest rate of formal institutions) (Figure 2). One can
imagine the fate of enterprise based on such a high cost of the financial capital. Further, a wide
variation is seen in the interest rates charged by non-institutional agencies across states. For
instance in 2013, the interest rate charged by non-institutional sources was the highest in Bihar
(46.7%), followed by Manipur (39.6%), Odisha (27.5%), Madhya Pradesh (27.3%), Karnataka
(24.3%), Andhra Pradesh (23.8%), Uttar Pradesh (23.7%), Sikkim (22.7%), and West Bengal
(22.6%) (Kumar et. al., 2015).

70.0

60.0

50.0

40.0

30.0

20.0

10.0

0.0

2003 2013

= Interest Rate (% per annum) ® Share in non-institutional credit (%)

Figure 2: Interest rate and share of money lender in non-institutional credit

Table 3 further illustrates that loan waiver is neither inclusive across class nor inclusive across
regions. The incidence of borrowing from formal sources is negligible in the north eastern states
of India. Less than one percent marginal farmers in Meghalaya, Mizoram and Nagaland had
access to formal credit in 2012-13 and only 3 to 6 percent of marginal and small farmers in
Arunachal Pradesh, Assam, Sikkim, and Manipur took institutional credit during that year. In
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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 | Amount borrowed | Borrowing households
from formal sources

Andhra Pradesh 68.77 8.35 3158)
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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5. EFFICACY OF LOAN WAIVER SCHEMES

Much of the research on effect of agricultural credit on households in India, focuses on access
to credit (Kumar et. al., 2007, Kumar et. al., 2015) and the effect of bank expansion in India
(Burgess et. al., 2005). A second strand of literature looks at the impact of formal credit on
economic well-being of agricultural households (Binswanger and Khandeker, 1995, Burgess and
Pande, 2005; Das et. al., 2009; Subbarao, 2012, Narayanan, 2016, and Kumar et. al., 2017).
Besides this, there is a strand of literature that studies the impact of Government interventions
in the financial markets through loan waiver programs. While large-scale loan waivers have
emerged as an overly popular policy, very few scholars have tried to understand its implications
at the household level. Although these policies are widely driven by political economy motive of
vote maximisation (Cole, 2009), they are important economic interventions putting a significant
strain on financial resources of the country.

The Agricultural Debt Waiver and Debt Relief Scheme (ADWDRS) — the biggest loan waiver
scheme, was announced by the Union Governmenton 29 February 2008 by Mr. P. Chidambaram,
the then Finance Minister of India. It was a relief package for farmers across India, which
included complete and partial waiver of loans given to small and marginal farmers. The program
cost the Government Rs 71680 crore which was approximately 1.3% of the country’s GDP (De
and Tantri, 2014). Kanz (2012) evaluated the program based on a survey data of the households
that received full, partial and/or no waiver. He found that the 2008 debt relief program failed to
improve upon the policy targets of investment and productivity of households. De and Tantri
(2014) also used extensive empirical tests using data of 16000 agricultural loan accounts from
the year 2005-2012, spread over 4 districts in the State of Andhra Pradesh, to study the effect of
the ADWDRS program on the post-waiver debt repayment behaviour of borrowers and creditors
in rural credit markets. They found that the number of days taken to repay a loan after the loan
waiver was announced increased for all classes of borrowers, those that received full waiver,
those that received partial waiver and even for those who received no waiver at all indicating
increase in the moral hazard in the behaviour of people in anticipation of a further loan waiver.
They also found that access to formal finance for low income households declined after the
unconditional debt relief.

Gine and Kanz (2014) also indicated that the debt relief had no positive impact on productivity,
consumption or labour market outcomes, but led to significant moral hazard in loan repayment.
Even the productive farmers who can pay off their loan deliberately defaulted. Rath (2008)
pointed out that those farmers who had already paid their loan before the announcement of loan
waivers, felt cheated and, therefore, were not willing to repay fresh loan. Many farmers believe
that such write off will be announced frequently, and, therefore are reluctant to repay the loan.
Evidence suggests that quite often small farmers use the money saved from loan waivers for
conspicuous consumption instead of using it as an investment to augment farm productivity.
Chakrabati and Gupta (2017) while analysing the impact of Rin Mafi Yojana in UP, suggest
that in expectation of loan waiver, households make unproductive expenditures and avoid
loan repayment, which are indicative of moral hazards. Further they did not find any significant
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productivity enhancement in response to the loan waiver program. However, Mukherjee, et. al.,
(2014) differentiated the impact of loan waivers on distressed and non-distressed borrowers.
Their research showed that waivers had a positive effect on the loan performance of distressed
beneficiaries but no effect on non-distressed beneficiaries. Further, they found that loan waivers
lead to rationing of future credit by banks to the non-distressed borrowers. Vaidyanathan (2008)
and Rath (2008) also opined that the policy works as a temporary palliative to the debt stress
faced by farmers but will not have a long-term impact on improving their living conditions. It can
be seen from the above discussion that majority of the studies do not portray an encouraging
picture of the loan waiver policy.

6. LOAN WAIVING VERSUS DIRECT INCOME SUPPORT

As mentioned in earlier section, the loan waiving schemes are not inclusive. As per NABARD’s
financial inclusion survey (NAFIS), between July 2015 and June 2016, 43.5 percent of all
agri-households (agri-HHs) took loans. Of these, 69.7 percent took loans from institutional
sources, of which 60.5% took only institutional loans and 9.2% from both institutional and non-
institutional loans). This implies that that only about 30 percent Indian agri-HHs took loans from
institutional agencies. A loan-waiver is, thus, expected to benefit only these 30 percent, or an
even smaller subset of it, if certain eligibility criteria are imposed on loan waiver schemes. The
remaining 70 percent of the Indian farming community, which did not have access to institutional
credit, will be left out from the benefit from this scheme. Such high rates of exclusion from the
welfare measures of the Government do not augur well for the inclusive and sustainable growth
of Indian agriculture. Such exclusion is the most important failure of our avowed objective
of promoting financial inclusion in the country. In this context, the provision of direct income
support to farmers seems to be a relatively better option than resorting to loan waiving. Though,
direct income support may not be able to encourage farmers to raise production, but it has
several advantageous features. Direct income support has wider coverage with no leakage
(or minimum) as benefits are transferred directly. It also provides protection to farmers against
income loss and adverse terms of trade. The scheme is less distortionary and compatible with
the WTO provisions of Green Box support as the direct income support does not influence
production and prices substantially. Further, farm income support is crop neutral and the
farmer is getting rewarded for continuing with agriculture irrespective of his crop choices. Such
flexibilities can promote agricultural diversification in the long-run and can be helpful in correcting
the policy biases introduced in the Indian agriculture. However, the fiscal cost of implementing
such schemes is big in the long run and the continuation of the scheme may not be sustainable.

7. RECOMMENDATIONS

Several policy options and strategies were discussed to support the farmers and ensure
sustainable inclusive agricultural growth in India. Important recommendations, which emerged
during the deliberations, are given below;

e  differentiated strategies to be evolved to cater to the needs of different categories and
regions of farmers
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° strengths, weaknesses, opportunities, benefits and threats need to be clearly analysed
before announcing the loan waiver schemes

e route of loan waiving should be exercised very cautiously, and it may be announced only
in case of a really distressed situation

e emphases on assured markets, prices and risk aversion plans are must

e direct income support is a better option, but adequate preparation is needed to ensure its
efficiency and effectiveness

e  direct income support should not come at the cost of long-term investment in agriculture
and therefore a fine balance between short term and long-term measures is required

e more emphasis is required on market driven agricultural technologies for higher farmers’
income

e  structural reforms in land, labour, credit and commodity (inputs and outputs) markets are
required for long term sustainable agricultural growth

e  empirical evidence suggests that popular measures such as loan waiving schemes are not
feasible economically, therefore, we must desist from announcing such measures.
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