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INTRODUCTION
The liberalisation of India's economy was adopted by India in 1991. 
Facing a severe economic crisis, India approached the IMF for a loan, 
and the IMF granted what is called a 'structural adjustment' loan, which 
is a loan with certain conditions attached which relate to a structural 
change in the economy. The government ushered in a new era of 
economic reforms based on these conditions. These reforms (broadly 
called Liberalisation by the Indian media) can be broadly classified 
into three areas: Liberalisation, privatization and globalization. 
Essentially, the reforms sought to gradually phase out government 
control of the market (liberalisation), privatize public sector 
organizations (privatization), and reduce export subsidies and import 
barriers to enable free trade (globalization). There was a considerable 
amount of debate in India at the time of the introduction of the reforms, 
it being a dramatic departure from the protectionist, socialist nature of 
the Indian economy up until then. However, reforms in the agricultural 
sector in particular came under severe criticism in the late 1990s, when 
221 farmers in the south Indian state of Andhra Pradesh committed 
suicide. (The damage done, 2005) The trend was noticed in several 
other states, and the figure today, according to a leading journalist and 
activist, P. Sainath1, stands at 100,000 across the country. (Sainath, 
2006) Coupled with this was a sharp drop in agricultural growth from 
4.69% in 1991 to 2.06% in 1997. (Agriculture Statistics at a Glance, 
2006) This paper seeks to look into these and other similar negative 
trends in Indian agriculture today, and in analyzing the causes, will 
look at the extent to which liberalisation reforms have contributed to its 
current condition. It will look at supporting data from three Indian 
states which have been badly affected by the crisis: Andhra Pradesh, 
Maharashtra and Kerala. Andhra Pradesh's (AP's) experience is 
particularly critical in this debate because it was headed by Chief 
Minister Chandrababu Naidu, who pursued liberalization with 
enthusiasm. Hence liberalization in AP has been faster than other 
states, and the extent of its impact has been wider and deeper. (Sainath, 
2005)

INDIAN AGRICULTURE TODAY: A SNAPSHOT
Agriculture employs 60% of the Indian population today, yet it 
contributes only 20.6% to the GDP. (Isaac, 2005) Agricultural 
production fell by 12.6% in 2003, one of the sharpest drops in 
independent India's history. Agricultural growth slowed from 4.69% in 
1991 to 2.6% in 1997-1998 and to 1.1% in 2002-2003. (Agricultural 
Statistics at a Glance, 2006) This slowdown in agriculture is in contrast 
to the 6% growth rate of the Indian economy for almost the whole of 
the past decade. Farmer suicides were 12% of the total suicides in the 
country in 2000, the highest ever in independent India's history. 
(Unofficial estimates put them as high as 100,000 across the country, 
while government estimates are much lower at 25,000. This is largely 
because only those who hold the title of land in their names are 
considered farmers, and this ignores women farmers who rarely hold 
land titles, and other family members who run the farms.) (Sainath, P) 
Agricultural wages even today are $1.5 – $2.0 a day, some of the lowest 
in the world. (Issac, 2005) Institutional credit (or regulated credit) 
accounts for only 20% of credit taken among small and marginal 
farmers in rural areas, with the remaining being provided by private 
moneylenders who charge interest rates as high as 24% a month. 
(Sainath, 2005) An NSSO2 survey in 2005 found that 66% of all farm 
households own less than one hectare of land. It also found that 48.6% 
of all farmer households are in debt. The same year, a report by the 
Commission of Farmer's welfare in Andhra Pradesh concluded that 
agriculture in the state was in 'an advanced stage of crisis', the most 
extreme manifestation of which was the rise in suicides among 

farmers. Given the performance of agriculture and figures of farmer 
suicides across the country, this can be said to apply to Indian 
agriculture as a whole.

THE CRISIS FACING INDIAN AGRICULTURE
The biggest problem Indian agriculture faces today and the number 
one cause of farmer suicides is debt. Forcing farmers into a debt trap 
are soaring input costs, the plummeting price of produce and a lack of 
proper credit facilities, which makes farmers turn to private 
moneylenders who charge exorbitant rates of interest. In order to repay 
these debts, farmers borrow again and get caught in a debt trap. I will 
examine each one these causes which led to the current crisis in Andhra 
Pradesh, Kerala and Maharashtra, and analyse the role that 
liberalisation policies have played.
 
As was mentioned earlier, AP's experience is particularly relevant in 
this analysis because of its leadership. Let me explain in detail. 
Chandrababu Naidu, Chief Minister of Andhra Pradesh from 1995-
2004, was an IT savvy neo-liberal, and believed that the way to lead 
Andhra Pradesh into the future was through technology and an IT 
revolution. His zeal led to the first ever state level (as opposed to 
national level) agreement with the World Bank, which entailed a loan 
of USD 830 million (AUD 1 billion) in exchange to a series of reforms 
in AP's industry and government. Naidu envisaged corporate style 
agriculture in AP, and implemented World Bank liberalisation policies 
with great enthusiasm and gusto. He drew severe criticism from 
opponents, saying he was using AP as a laboratory for extreme neo-
liberal experiments. Hence, AP's experience with liberalization is 
critical.

LIBERALISATION AND HOW IT FAILED
Branco Milanovic, a World Bank economist describes how he believes 
liberalisation helps developing countries achieve growth: 'when a 
country lowers trade barriers, reduces government intervention in the 
market in order to allow market forces to operate freely, increases 
competition and attracts foreign investment, it will increase 
productivity and reduce inefficiency, which will lead to economic 
growth, and in a few generations, if not less, the poor will become rich, 
illiteracy will disappear, and poor countries will catch up with the rich.' 
The second most popular argument of the economic rationalists in 
favour of liberalisation is that competition will weed out the inefficient, 
and in the growth that ensues, employment will be provided in other 
areas of the economy, thus lifting the poor out of poverty. This 
argument however assumes that the poor will be able to take advantage 
of the opportunities presented to them. As Robert Issac says in 'The 
Globalization Gap', “Globalization encourages the well positioned to 
use tools of economics and politics to exploit market opportunities, 
boost technical productivity, and maximize short-term material 
interests.” This is compounded in India, where the gap between one 
who is 'well positioned' and one who is not can be extreme. With a lack 
of investment, chances of generation of rural employment are slim. 
Unemployment and underemployment are chronic problems in India, 
with the rate of unemployment being close to 10% in 2004. (Sainath, 
2005) Primary education in rural areas is mismanaged and bad quality, 
and there is no system which helps agricultural workers find alternate 
employment, or develop alternate skills. (Chossudovskly, 1997) In the 
face of such obstacles, it is nearly impossible to expect agricultural 
workers to shift to alternate fields. Coming back to AP, the IT 
Revolution spearheaded by Chandrababu Naidu attracted companies 
like Google, Amazon, Microsoft and Dell and created thousands of 
jobs. However, given the skills and education of most farmers, it is 
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obvious that none of this translated into job opportunities for them.
 
The final argument that supporters of globalization have is the much 
touted 10% reduction in poverty (60 million decline in poor) in India in 
the year 2000. However, this figure was challenged by experts. Poverty 
is defined according to how many people consume less than the 
nutritional minimum prescribed. (2400 calories for rural areas, and 
2100 for urban areas) Major changes in survey design in 1999-2000 
not only made the resultant estimates incomparable to previous years' 
estimates, but an over-estimation of consumption (meaning people 
were getting enough food, hence were not considered poor) meant a 
sharp reduction in poverty figures. After experts challenged it, the 
Planning Commission of India accepted that the figure was inaccurate, 
and could not be compared to previous years' estimates, hence the 10% 
drop in poverty is incorrect. With adjusted figures, experts have 
determined that the decrease in poverty was a mere 2.3%, and that the 
number of poor increased by nine million in 2002 as compared to 1999.

LIBERALIZATION AND 'GROWTH’
Many economists now concede that the relationship between 
liberalisation and growth are 'uncertain at best'. According to the 
Center for Economic and Policy research, which studied impact of 
liberalisation reforms on the developing world, key economic and 
social indicators such as increases in life expectancy, infant and child 
mortality, education and literacy levels slowed down in the 20 years 
between 1980 and 2000 when liberalisation policies were 
implemented, compared to the 20 years leading to 1980. (The damage 
done, 2005) This defeats the economic rationalist argument of free 
trade eliminating poverty, since the 20 years leading up to 1980 
witnessed high protectionist policies and trade barriers. Following the 
suicides in 2000, the World Bank and Britain's DFID abandoned power 
reforms in Andhra Pradesh four years before schedule. It admitted that 
it had 'substantially underestimated' the 'complexity of the process' and 
that there must be 'increased consultation with the farmers to get their 
acceptance' of any further reform. (The damage done, 2005).
 
The Andhra Pradesh government sponsored report by the Commission 
of Farmer's Welfare squarely laid the blame for its agrarian crisis on the 
state and central government's policies: “While the causes of this crisis 
are complex and manifold, they are they are dominantly related to 
public policy. The economic strategy of the past decade at both central 
government and state government levels has systematically reduced 
the protection afforded to farmers and exposed them to market 
volatility and private profiteering without adequate regulation; has 
reduced critical forms of public expenditure; has destroyed important 
public institutions, and has not adequately generated other non-
agricultural economic activities.” A report on suicides in Kerala 
similarly held the liberalization policies of the government 
responsible. (Mohankumar & Sharma, 2006)

CONCLUSION
It is clear that the liberalisation policies adopted by the government of 
India played a dominant role in the agrarian crisis that is now being 
played out. However, this is not to say that privatisation, liberalisation 
and globalization are per say bad, or inherently inimical to an 
economy. It is the 'one size fits all' brand of liberalisation adopted by 
the IMF and the World Bank which forces countries to privatize, 
liberalise and globalize without exception which has failed. Without 
taking into account the state of an economy, and in this case, the state 
and nature of the agricultural sector in India, the IMF and the World 
Bank, with the cooperation of the Indian government, embarked on 
mismatched reforms, which have caused misery and despair among 
millions of Indian farmers, driving large numbers of them to suicide. It 
is also essential to break the link between aid and liberalisation, which 
caused India in the first place to accept the conditions of the IMF. 
Remember that India was on the brink of a financial crisis in 1991 when 
it applied for the IMF loan and accepted its conditions—perhaps the 
course of economic reform in India would have taken a very different 
course if there was no urgent need to borrow from the IMF. The start to 
this process may have already occurred: recognizing the failure of its 
liberalisation policies, (and perhaps also the failure of DFID with AP's 
power reforms) the Blair government of Britain announced in 2004 
that it will no longer make liberalisation and privatization conditions of 
aid. 
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