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A bad idea that keeps coming back

Why debt waivers are likely to hurt Indian farmers in the long run

m Almost all political parties contesting ongoing UP assembly
elections have promised a debt waiver for small farmers. A wide
range of statistics from farmer suicides allegedly caused by
indebtedness to low productivity of Indian agriculture are cited as
compelling reasons that warrant a political intervention in
agricultural debt contracts. Unfortunately, very few people are
asking the question: Why did the economic situation of farmers not
improve even after a massive national level debt waiver
implemented in 2008, close to Rs 1,00,000 crore?In a recent
research paper, I have co-authored with Sankar De, and we
investigated the impact of the debt waiver programme of 2008 on
future access to credit as well as repayment behaviour. We find that
nearly half of waiver beneficiaries do not get a single bank loan during a window of four years after the waiver.
Moreover, those waiver beneficiaries that manage to get credit in the post-waiver period do not show any
improvement in loan performance when compared to the pre-waiver period.

On February 29, 2008, while presenting the last full-fledged budget before the 2009 general elections, the then
finance minister announced the Agricultural Debt Waiver and Debt Relief Scheme for small and marginal
farmers. Farmers, who had pledged less than 2 hectares of land were eligible for full waiver whereas those who
had pledged more than 2 hectares were eligible for a partial waiver conditional on repayment of the remaining
balance. The extent of partial waiver was fixed at 25%.It is estimated that more than four crore farming
households obtained waiver benefits. Given the scale of the programme, it is natural to expect that this should
have become a game changer for Indian farmers and a large fraction of Indian farmers should have come out of
the proverbial poverty trap. In reality, however, no such dramatic improvement was seen after the waiver. Our
paper provides one possible explanation.

We obtained transaction level data from a large bank, covering a representative sample of 26,241 loans
borrowed by 9,759 waiver beneficiaries. As well, we have data pertaining to performance of loans in the pre-
waiver period. For drawing inferences, we compared waiver beneficiaries with a land holding just below 2
hectares with those that are just above 2 hectares. It is reasonable to assume that farmers having a landholding
of 1.99 hectares are likely to be, on an average, similar to those with 2.01 hectares. They, however, differ with
respect to waiver treatment. We use the above fact for identification.We find that nearly half of the borrowers
do not obtain a loan even after four years from the date of waiver. Given the highly subsidised interest rates, it
is hard to believe that the waiver beneficiaries do not apply for a new loan for four years after the waiver. We
perform several tests in the paper to rule out demand-based explanations. As well, given that we obtain data
from rural branches with thin banking coverage, it is unlikely that borrowers would have borrowed from other
banks or financial institutions.Therefore, it is likely that nearly half of waiver beneficiaries are not considered
creditworthy by banks in the post-waiver period. Thus, one of the key purposes of waiver — ensuring credit flow
to the distressed farmers — does not seem to have materialised on the ground.

We also focussed on loan performance in terms of default rates. We find that despite a 100% debt waiver,
default rate of loans remains as high as before. This could be either driven by continued distress or by strategic
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behaviour caused by expectations of future waivers. Thus the debt waiver leaves farmers in either exactly the
same or even worse situation when compared to pre-waiver period, although tax payers are forced to cough up
significant sums of money in the name of the poor.The point is not that government should not help distressed
farmers. Some recent government initiatives such as developing an open market for agricultural produce,
increasing coverage of crop insurance, building rural roads, among others are likely to be useful to the farming
community.On the other hand, a blanket debt waiver which is announced before an election is likely to harm
farmers more than benefiting them. Sooner or later, voters will see through this and punish the political class
for such opportunistic behaviour.
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It’s high time to jump from film censorship to
classification

It is time to revamp the Central Board of Film Certification
(CBFC). The problem is not just with its current illustrious chief
— rather, the problem is with the entire body.While the name of
this statutory body suggests that its job is to certify films, its
guidelines mandate it to act a censor. It does not take more than
a glance to appreciate the total inanity of the guidelines, drawn
up, clearly, by someone who lacks any understanding of cinema
or the arts in general.The current controversy over two films —
Lipstick Under My Burkha and Ka Bodyscapes, both of which
have been denied certification — stems from the illiberal and
anti-constitutional right of the state to censor films. This should
change. What we need is certification, to guide people to avoid wrong choices for juvenile audiences.

The guidelines call upon the CBFC to make sure that a film being cleared for exhibition offers clean and healthy
entertainment; artistic freedom and creative expression are not unduly curbed; does not depict abuse of
children; does not deprave the morality of the viewer; etc.Clearly, the author of the guidelines either has no
conception of the role of art in society or does not think of cinema as art. Films are just for entertainment, of
the ‘clean and healthy’ variety, a criterion that even a Tom and Jerry cartoon might well fail in these times of
politically correct squeamishness over violence.If the guidelines are to be observed strictly, no film can engage
with the harsh reality of life in unequal, hierarchical, misogynist India.Only vacuous, singsong melodrama
would pass muster. The government should follow the recommendations of the Benegal committee, give up the

mission of censorship and merely classify films as regards their suitability for particular age groups.
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Neither collegium nor a commission

Judges’ appointment must involve Parliament

Justice J Chelameswar, one of the three senior-most judges of the Supreme Court after the chief justice and,
thus, a member of the collegium that nominates additions to the higher judiciary, has penned a note of dissent
on the exclusion of Justice Manjula Chellur from the list of high court judges submitted by the collegium to the
government for elevation to the Supreme Court.Ever since the Supreme Court ruled the Judicial Appointments
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Commission proposed by the government to be unfit, there have been strained relations between the executive
and the judiciary. The government has delayed appointments, refused transfers and refused to relent.One way
to look at the standoff is to allocate blame between the two parties. A more productive one is to identify the
systemic flaw underlying the standoff.The ongoing system of appointing judges of the Supreme Court — in
which the judiciary alone decides whom to add to its ranks — with the government having the ability to
influence the decision by sitting pat on the collegium’s recommendations without taking any action, is neither
transparent nor accountable.The alternative that the previous UPA government and the present one headed by
the NDA favoured is to hand over appointment to a commission, whose composition would determine the
quality and ideological orientation of the judges.Neither system meets the requirements of transparency and
accountability. When a vacancy opens up for a judge in a high court or in the Supreme Court, eligible members
of the judicial fraternity, including lawyers, should be able to formally register their interest.The chief law
officer of the government and the chief justice should be able to nominate judges for consideration. But their
appointment as judges must be conditional on confirmation by a committee of the Rajya Sabha with
representatives from all the major political parties.Committees of the legislature confirm judges to the
Supreme Court in the US and that is a good model to follow. This would make for public confidence in the
selection process and rule out any room for partisanship.
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