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Introduction

When India attained political independence, the state of Indian agriculture was extremely
backward. Colonial rule had further greatly weakened the agrarian economy already
characterized by severe feudal exploitation. During the first five decades of the twentieth
century, agricultural output in India grew at a miserable compound rate of less than one-half
of one per cent per annum. The per capita food grain production at around the time of
independence was a little less than 150 kilograms. A little less than one-sixth of area
cultivated was irrigated. There was significant presence of pre-capitalist relations of
production, with absentee landlordism, zamindari, the most exploitative forms of tenancy,
bonded labour and so on.

There were limited land reforms in the 1950s and 1960s, including legislations on abolition
of absentee landlordism and zamindari, and some tenurial reforms. However, the third aspect
of legislative reforms pertaining to land ownership and operation, the land ceiling
legislations, were largely ineffective in breaking up land monopoly and concentration of land
ownership.

Independence did signify an important change as far as some dynamism in agriculture was
concerned. Limited land reforms referred to above and public investments in irrigation,
power and some components of rural development, even within the limits of a substantially
unreformed agrarian structure, did lead to a more rapid growth of output in agriculture than
had been the case under colonial rule. Between 1950-51 and 1964-65, food grain output grew
at a compound rate of 3 per cent per annum while agricultural output as a whole grew at 3.3
%. Growth in agriculture during this period was mainly on account of expansion in area
cultivated, made possible both by limited land reforms and expansion of irrigation. However,
the severe food grain crisis of 1966 demonstrated the fragility of this type of agricultural
growth. The response of the state to the agrarian crisis of 1966 was the so-called new
agricultural strategy —more popularly called ‘green revolution’ — that attempted to modernize
agriculture within the limits of the prevalent agrarian relations. The key elements of the
strategy included price support through open-ended procurement of rice and wheat;
encouragement to adoption of the new technology in the cultivation of rice and wheat
involving the use of high yielding varieties of seeds, application of chemical fertilizers and
pesticides; expansion of agricultural credit, with bank nationalization playing an important
role in this regard; public investment in irrigation and state subsidies for the expansion of
private irrigation; subsidies on fertilizers and pesticides as well as farm machinery; and state
investment in agricultural research and extension. While the growth brought about by this
strategy was largely confined to rice and wheat and to irrigated agriculture thus implying
considerable inequality in terms of crops, regions and classes, the new strategy nevertheless
enabled the growth of agricultural output primarily through increases in yield, i.e., output per
unit of land. Thus, between 1965-66 and 1974-75, agricultural output grew at an annual
compound rate of 3.2 % while food grain output grew even faster at 3.4 %. The growth of
agriculture continued into the 1980s, despite a significant decline in rates of public
investment in agriculture in that decade. Between 1980-81 and 1990-91, the compound



annual rates of growth of output were 3.84 % for rice, 4.38% for wheat and nearly 4 % for
agriculture as a whole.

Neoliberal Reforms and the Agrarian Economy

The acceleration of neoliberal reforms of deregulation, privatization and globalization from
1991, first by the minority Congress government of 1991 and then by all subsequent
governments at the Centre and in most states has led to enormous agrarian distress and a
deepening of the agrarian crisis. Neoliberal reforms had three key elements. Deregulation,
more popularly referred to as liberalization, focused on ‘freeing’ private players from
government regulation and releasing them from all norms of accountability in the name of
unleashing enterprise from bureaucratic shackles and the so-called ‘permit-license raj’.
Privatization involved not only sale of assets of public sector enterprises, often at throw-away
prices, but also abandoning the state’s responsibility in key domains such as education, health
and infrastructure and opening up these domains to private entities functioning with profit as
the primary if not sole motive. Globalization involved not only removing restrictions on
imports and exports of goods and services, but most importantly allowing foreign finance
capital to enter and exit the country at will, thus encouraging huge speculative inflows and
outflows of capital as finance while making no contribution to the growth of real output. Of
all the elements of neoliberal reform, this had the most far-reaching implications for fiscal
policy, as it led to an obsession with reducing the fiscal deficit in order to prevent capital
flight. Within the neoliberal framework, such a reduction in fiscal deficit was to be effected
only by reducing government expenditures on both capital formation and subsidies and not
by taxing the rich.

The neoliberal reforms had major consequences for the agrarian economy. The negative
impact of these policies on the agrarian economy and working people in rural India can be
summarized thus:

» The focus on reducing the fiscal deficit primarily by expenditure reduction meant that
input subsidies — on fertilizers, pesticides, energy - were cut, leading to sharp rise in input
costs. This happened immediately after the minority government of Narasimha Rao in
which Manmohan Singh was the finance minister, took office. The practice of
periodically hiking fertilizer and energy prices has continued without let or hindrance
since then despite constant opposition from farmers’ organizations and the Left parties,
with the UPA II regime being particularly savage in this regard.

* The removal of quantitative restrictions on imports of agricultural products and the
maintenance of import duties on such goods at well below the bound rates that India had
specified in the WTO resulted in a sharp rise in agricultural imports, especially from the
late1990s. This, together with the importing of the global deflation in commodity prices
led to a crash in output prices in the late 1990s/early 2000s, followed by sharp price
volatility.

» Financial liberalization, beginning with the infamous Narasimham Committee on
Banking Sector Reforms which called for abandonment of ‘directed lending’ or the very
notion of ‘priority sectors’ in the matter of access to bank credit, led to significant
reduction in the rate of expansion of institutional credit, very inadequate to the
requirements and a sharp rise in real interest rates at which institutional credit could be



accessed through most of the nineties and the first half of the decade of 2000-2010.
Matters have not improved dramatically since then, though there has been some increase
in the flow of credit to agriculture, much of it grabbed by large capitalist landowners. The
rapid expansion of bank branches, especially in rural areas, between 1969 (the year when
fourteen major banks were nationalized) and 1991(the year of acceleration of neoliberal
reforms) has since been reversed, with rural bank branches declining through the 1990s
and the first several years of the new millennium. The dependence of the peasantry on
moneylenders and other non-institutional sources of credit has increased considerably
over the period of neoliberal reforms.

* Reduction in rural development expenditure in relative terms as part of the drive to
reduce fiscal deficit even while providing major tax breaks to the affluent sections and the
corporate sector has seriously affected both supply infrastructure (irrigation, energy,
storage facilities and so on) for agriculture and the rural economy, and weakened rural
demand, causing a major crisis of the rural economy.

» Cutback in public investment as part of neoliberal reforms has led to significant
weakening of infrastructure support, farm extension services and the national agricultural
research system.' Simultaneously, deregulation in the seed sector, weakening of
certification processes and entry of multinational agribusiness giants such as Monsanto
and Cargill have allowed MNCs to penetrate the agrarian and rural economy in a big way.

» The neoliberal reforms unleashed a serious assault on the PDS. First, between 1991
and 1994, PDS issue prices were raised by 90 %. By 1995, this led to accumulation of
food grain stocks with the government even while a large part of the population remained
under-fed. The targeted PDS created by the binary division in 1997 of households into
those above the official poverty line (APL) and those below it (BPL), with differential
prices and entitlements was a key contributor to rural and agrarian distress. The situation
was worsened by the decisions taken in the NDA regime in 2001 to drastically hike prices
for both BPL and APL households. By July 2001, more than 60 million tonnes of food
grains lay as stocks with government while large swathes of the population, consisting of
poor peasants and agricultural labourers as well as artisans suffered from hunger. This,
too, was a feature of the severe agrarian/rural crisis and distress that saw its most tragic
manifestation in a massive number of peasant suicides, exceeding 250,000 over the
fifteen year period between 1997 and 2012.

As Ramakumar(2012, p.95) points out, ‘... public investment in

agriculture, as a share of agricultural GDP, rose till the late 1970s, began to
decline from the early 1980s and continued to decline in the 1990s up to
2004/05.

After 2004/05, there was a moderate improvement in public investment,
although this began to fall again after 2006/07. In 2009-10, the share of public
GFCF in agricultural GDP stood at 3.2 per cent, which was still lower than the
corresponding share for the early 1980s.’



Features of the Agrarian Crisis

The period of economic reforms has seen a sharp slowdown in the rate of growth of
agricultural output. We had noted earlier that agricultural output grew at a compound annual
rate of growth of 3.3 % between 1950-51 and 1965-66 and 3.2 % between 1964-65 and 1974-
75. The growth rate fell to 2.6 % between 1974-75 and 1984-85, but rose to 4.1 % between
1984-85 and 1994-95, just before the impact of neoliberal reforms had begun to bite.
However, the growth rate fell very sharply to just 0.6 % per annum compound between 1994-
95 and 2004-05. It can thus be unambiguously stated that neoliberal reforms have been
associated with a drastic fall in the rate of agricultural growth. Since 2004-05, there has been
a bit of a recovery in the rate of growth of agriculture, but this recovery is both halting and far
from sustainable.

An examination of the rates of growth of output and yield per acre for major agricultural
crops over different time periods brings out sharply the negative impact of neoliberal reforms
on agriculture. Table 1 shows the annual rate of growth of output for the periods 1967-81,
1981-91 and 1991-2010. Table 2 shows the annual rate of growth of yield (output per acre)
for the same crops over the same periods.

Table 1: Annual rate of growth of production of major crop groups, 1967-81, 1981-91
and 1991-2010 in per cent

CROP 1967-81 1981-91 1991-2010
Cereals 2.56 3.32 1.45
Pulses -0.11 1.7 0.33
Food Grain 2.29 3.2 1.37
Oil Seeds 1.45 6.41 1.96
Cotton 2.26 2.06 4.37
Sugar Cane 2.53 4.02 1.44

Source: V.K.Ramachandran (2012)

Except in the case of cotton, the rates of growth of output fell sharply for all other crops
between 1991 and 2010, the period of reforms, as compared to the decade 1981-1991. In the
case of cereals and of food grain, the rates of growth between 1991 and 2010 were even
lower than in the period 1967-81 when the green revolution had just begun to spread.

Likewise, except in the case of cotton, the rates of growth of yields have declined
significantly for all crops between 1991 and 2010, the period of neoliberal reforms, as
compared to the period of 1981-91. As far as cereals are concerned, the rate of growth of
yield is the lowest in the reform period, lower than in 1967-81 when the green revolution had
been initiated and had begun to spread.

Table 2: Annual rate of growth of yield of major crop groups, 1967-81, 1981-91 and
1991-2010 in per cent

CROP 1967-81 1981-91 1991-2010

Cereals 2.11 3.64 1.61




Pulses -0.59 1.94 0.42

Food Grain 1.83 3.51 1.51

Oil Seeds 0.68 3.10 1.47

Cotton 2.26 2.32 3.06

Sugar Cane 1.30 2.01 1.63

Source: V.K.Ramachandran (2012)
The story in the case of food grain is shown in Table 3.
Table 3: Area, Production and Yield of Food Grains, 1997-98 to 2006-07
Year Area, Million Output, Million Yield, Kg Per
Hectares Tonnes Hectare

1998-1999 125.17 203.60 1627
1999-2000 123.11 209.80 1704
2000-2001 121.05 196.81 1626
2001-2002 122.78 212.85 1734
2002-2003 113.86 174.77 1535
2003-2004 123.45 213.19 1727
2004-2005 120.08 198.36 1652
2005-2006 121.60 208.60 1715
2006-2007 124.07 211.78 1707

Source:
Economic
Survey,
Various
Issues

As with all the major
crops, we can see that
there was little growth in
output or yield of food
grain for nearly a decade
from the late 1990s. It is
interesting to note that
area under food grain has
also been stagnant, except
for a dip in the drought

Tractor Sales

Million Hectares
(Numbers)

Power Tiller Sales

(Numbers)




year of 2002-03. Within
the area under food grain,
it appears that there has
been a shift from
nutritious  millets  to
paddy and wheat, but
pictures of large extents
of arable lands in India
having been diverted
from food grain to other
crops or to  non-
agricultural uses are not
validated by the official
data on area under food
grain.

Crisis not
undifferentiated

While the agrarian crisis
has certainly intensified
during the period of
neoliberal reforms, it is
important to note that the
crisis is not
undifferentiated  across
time and space, or across
classes in the countryside.

In terms of periods, it
seems that the period
from 1991 to 1997 was
one where neoliberal
reforms had not yet
begun to impact the
agrarian economy  as
severely as they would
later. One reason of
course is that the full
rigours of the WTO
regime were yet to be
imposed, with removal of
quantitative  restrictions
on imports some two
years away. The other



was that the full impact of
financial liberalization
had not yet been felt. A
third reason could be that
global commodity prices
had not yet begun to
nosedive. Whatever the
reasons, the facts are
clear, The  agrarian
economy plunged into the
most severe Crisis
between 1997-98 and
2003-04. This is reflected
in all the available
statistical indicators
pertaining to this period.
The rate of farmers’
suicides also accelerates
in this period.

The period from 2004
onwards sees a mild
recovery in agriculture,
going by some of the
statistics. Thus, Table 4
shows that food grain
output growth recovered
as did yield growth.

Table 4: Area,
Production and Yield of
Food Grains, 2007-08 to
2011-12

Year
2007-08

2008-09
2009-10
2010-11

2011-12



Source: Economic Survey,
Various Issues

However, while the partial
recovery can be recognized,
it is important not to
conclude that this reflects an
‘overcoming’ of the crisis
even in the narrow sense of
output growth. The growth
rate of agriculture and allied
sectors was at a high of 10%
in 2003-04 reflecting a
recovery from the severe
drought of 2002-03, but fell
to 0 in 2004-05. It recovered
to 5.9 % in 2005-06, and
then fell to 3.8 % in 2006-
07. After rising to 4.7 % in
2007-08, it fell sharply to
1.6 % in 2008-09 and
further to 0.2 % in 2009-10.
Already, output growth in
2012-13 is expected to be
below that of 2011-12, with
an absolute fall in the
physical output of food
grains. Estimated rate of
growth  of  agricultural
output as a whole is said to
have declined from 3.6 % in
2011-12 to 1.4 % in 2012-
13. So, the recovery, even in
terms of output, is uncertain,
precarious and continues to
depend on the monsoons.

One can see the variation
across definite sub periods
during the period of
neoliberal reforms in the
growth rate of consumption
of inputs as well. Thus,
between 1991 and 1997,
gross irrigated area (GIA)
grew at an annual rate of 2.6
%, electricity consumption



in agriculture by 9.4 % and
cropping intensity by 0.4%.
In sharp contrast, between
1997 and 2006, GIA did not
increase at all while
electricity consumption in
agriculture fell by 0.5 % per
annum. Cropping intensity
grew at just 0.1 % per
annum. Since 2005, there
has been a partial recovery
in terms of the rate of
growth of input use as well.

The severity of the agrarian
crisis, as we have already
seen, has varied across
crops, with cotton doing
rather better than the rest, in
part as a result of higher
yields with Bt varieties. It
has also varied across
regions. Moreover, it has
not impacted uniformly on
the entire rural or agrarian
population. A section of the
agrarian population,
consisting of  capitalist
landlords and rich peasants,
has benefited from
neoliberal reforms and has
accumulated productive
assets including land. While
rates of growth of the stock
of agricultural machinery of
various kinds were
generally slower between
1992 and 2003 as compared
to the period 1982
t01992(except for the stock
of diesel engines, which
grew more rapidly because
of a worsening power
crisis), the rates were still
positive, indicating
continuing capital
accumulation. The number



of tractors used in
agriculture in rural India, for
instance, nearly doubled
between 1992 and 2003.
Between 2004-05 and 2011-
12, the numbers of tractors
and power tillers sold have
shown steady rise, as can be
seen from Table 5.

Table 5: Sales of tractors
and power tillers, 2004-05

to 2011-12
Year

2004-05 2,47,531 17,481
2005-06 2,96,080 22,303
2006-07 3,52,835 24,791
2007-08 3,46,501 26,135
2008-09 3,42,836 35,294
2009-10 3,93,836 38,794
2010-11 5,45,109 55,000

2011-12 4,19,270 39,900

(Up to December)

Source: V.K.Ramachandran (2012)

It is thus clear that accumulation in real terms, through generation and reinvestment of
surplus, and not merely through dispossession, has been going on even through the most
severe phase of agricultural stagnation and crisis. However, it is also clear that the pace of
accumulation was very modest between 1997 and 2005, and distinctly higher between 2005
and 2012.

To recognize the reality of continued real capital accumulation in agriculture is not at all to
suggest that this was the main feature of the agrarian economy through the reforms period.
On the contrary, the reforms period has seen great agrarian distress, most tragically



demonstrated by the more than 250,000 farmers’ suicides between 1997 and 2012. It has also
seen a collapse of rural employment, both between 1993-94 and 1999-2000 and between
2004-05 and 2009-10. The apparently rapid growth of rural employment between 1999-2000
and 2004-05 was also largely a distress phenomenon, with practically the entire growth
taking place in informal employment, and with much of it in very low productivity self-
employment. Annual earnings of workers — both self-employed and wage-employed — as well
as wage rates either stayed stagnant or declined in real terms in this period. The modest rise
in real wage rates (as distinct from annual earnings, which would depend also on the days of
employment) between 2004-05 and 2009-10 would since have been eroded by the high rates
of inflation that have prevailed in the economy over the period 2009-2013, especially in
respect of food articles. The cutbacks in subsidies in real terms on food, fertilizer and energy
as well as the cutbacks in public expenditure in relative terms on education and health have
also worsened the crisis faced by the majority of the agrarian and rural population.

Summary and Conclusions
One may sum up the current agrarian crisis in the following terms:

* There has been a significant slowing down of the growth of output and yield of most
major crops

* Crop agriculture and animal husbandry have become unviable for a large majority of
the peasantry

* The agrarian distress has been responsible, in the main, for more than a quarter
million farmers ending their lives between 1997 and 2012.

* Rural employment has grown more slowly during the period of reforms than earlier.
Nearly all the increase in employment has been of poor quality, characterized by
informality and low earnings.

* At the same time, the crisis is not uniform across space and time. The period 1997-
2003 saw stagnation, while the period since has seen some revival of agricultural growth.
However, even with some recovery in growth, the crisis remains severe in its impact on
the majority of the agrarian population

* While the crisis continues, there has also been some degree of capital accumulation.
This is reflected in rising yields of most crops, though at rates much slower than before
the acceleration of neoliberal reforms. It is also reflected in considerable rise in the sale
and use of agricultural machinery.

* While there has been dispossession, operations of the land and real estate mafia,
corporate land grab and so on, not all the accumulation is by dispossession alone. There
has been growth of productive forces and enrichment of a small section of the agrarian
population as well.

*  While the role of international capital and its penetration of Indian agrarian and rural
economy have increased rapidly during the period of neoliberal reforms, the basic
contradiction in the Indian countryside between landlordism and the mass of the



peasantry and agricultural labourers is intact and is very far from being resolved. Land
monopoly and concentration of productive assets in the hands of landlords and capitalist
farmers as well sections of the rich peasantry continue to define the countryside in large
measure. Oppression against dalits, adivasis and women remains an important and
persistent feature of the rural economy and society.

» The focus in this paper has been on the role of neoliberal policies in the severe
agrarian crisis and agrarian distress in India at present. However, the permanent structural
crisis of the Indian economy- that of landlordism and the pursuit of a path of capitalist
development under a bourgeois-landlord state structure and under the leadership of the
big bourgeoisie, which, while increasingly collaborating with international finance
capital, still enjoys some measure of autonomy vis-a-vis imperialism — must not be lost
sight of. 2
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The meticulous village surveys carried out by the Foundation for Agrarian
Studies since 2005 in several villages spread across many States of India bring
out the strong presence of landlordism as well as the emergence of a class of
capitalist farmers and continuing differentiation in the countryside. Some of the
studies have been reported in various issues of the journal Review of Agrarian
Studies, available online at www.ras.org.in



