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 Indian agriculture is is in a deep crisis. Farmers continue to make suicides in large 
numbers. Production of food grains is static and the government has been forced to 
import wheat to meet the increasing domestic demand.  
 

The main reason for static production appears to be the declining ground water level. 
Farmers are extracting fossil ground water from increasing depths in Punjab, Haryana 
and West UP. This author had an occasion to visit a village in District Ambala of 
Haryana recently. Farmers complained that water level was declining by one to two 
meters every year. They had to deepen their tube wells frequently. Increasing amount of 
electricity is consumed to extract water from increasing depth. This situation is a direct 
result of the policies of the government. Cheap or free electricity encourages farmers to 
extract water from ever-deeper levels. But this process cannot continue forever. Many 
tube wells are going dry and production is declining. 

 
At the same time excessive use of chemical fertilizers is depleting the productive 

capacity of the soil. The soil is like a living organism. It needs to be nourished with 
farmyard or green manures. But farmers want to obtain quick results and are using ever-
increasing levels of chemicals. This is eroding the productive capacity of the soil leading 
to stagnation of production. 

 
The second problem is that of declining prices of agricultural produce in the world 

markets. International NGO Action Aid had issued a report titled “Power Hungry—Six 
Reasons to Regulate Global Food Corporations” last year. The report states “World 
prices for important agricultural goods have been on a long-term downward trend, with 
disastrous consequences for rural communities... Prices for coffee, cocoa, rice, palm oil 
and sugar have collapsed by 50 percent or more over the past two decades, with other key 
crops such as wheat, maize and tea also registering steep declines... This farm crisis is not 
confined to the South. It is a global problem felt by producers and workers in developed 
countries, where thousands of small and family farms are going bankrupt each year. Farm 
incomes in the UK have declined by 40 percent over the last 30 years, and about 87,000 
farmers and farm workers left the sector between 1993 and 2001. France has lost half its 
farmers in the last 20 years, while in Canada; net farm income has sunk to Depression-era 
levels.” Farmers have little incentive to increase production in the face of declining 
prices. 

 
The third problem is of dominance of a few companies in the global market of 

agricultural commodities. Nestle, Monsanto and Cargill have turnovers exceeding many 
African countries. Professor Sukhpal Singh of Indian Institute of Management, 
Ahmedabad has made a study of Contract Farming practices followed by these 
companies. He concludes there is little bargaining power of the farmer (1) due to the 
presence of only few buyers in the market, (2) farmers compete with each other to get 



contracts, (3) companies refuse to buy or reject with quality standards manipulation, and 
(4) there are bribes/cheating by company officials. 

 
The present crisis in Indian agriculture owes itself to these problems of 

overexploitation of groundwater and soil, declining prices of agricultural commodities 
and dominance of the market by a few companies. Of these declining price appears to be 
most important. The consumption of agricultural goods does not ever increase with 
incomes. A rich man can eat but only a loaf of bread. The consumption of services like 
music, tourism, beauty parlours, movies and novels increases with prosperity but that of 
agricultural products only marginally. On the other hand the supply of agricultural 
commodities is ever increasing due to the adoption of new technologies. The solution to 
this problem is to remove large number of people from agriculture and redeploy them in 
services. The government must make a plan to develop each of the 700 districts of the 
country a center for the provision of a specified service. This will open new venues of 
employment for the people as they exit from agriculture. 

 
The problems of declining groundwater levels and soil productivity are essentially the 

result of government policies. The government is providing subsidy on power and 
fertilizer. This encourages farmers to use more of these inputs even if nature’s capacity is 
exhausted. Instead subsidies should be provided for water harvesting and use of organic 
and green manures. This will continue to provide relief to the farmers along with 
maintaining high production. 

 
The third issue is that of exploitation of farmers by big companies. Here too the 

government is to blame. Many economists have pointed out that an unfettered market is 
harmful for the people. Chief Economist of the IMF Dr Rahguram Rajan says ‘no 
regulation’ does not work. In reference to the civil aviation industry in the US he says: “If 
there were no supervisory authority and no regulations enforcing safety standards, people 
would be very reluctant to fly fledgling airlines and would stick with established airlines. 
Having no safety regulations in the airline industry would favor established firms and 
make entry impossible, therefore killing competition.” On the other hand over-regulation 
can be harmful too: “If regulation required every airline to have a proven five-year track 
record of profitable flying before being allowed to accept passengers, new entry still 
would be killed off. How can new entrants have a proven record?” The best policy, 
according to him, is that of middle ground where the market is regulated such that the 
benefits of market competition can be obtained but the tyranny of the market can be 
contained. The implication is that unfettered entry of big companies in contract farming is 
proving harmful for Indian farmers. The sugar industry has practiced contract farming for 
nearly seventy years in the country yet sugarcane farmers are among the most prosperous. 
The reason is that the relationship between farmers and sugar factories is regulated by the 
government. 

 
It seems that commercial agriculture can be beneficial for Indian farmers with these 

policies in place. However, a section of well-meaning activists hold that adoption of free 
trade and commercial agriculture are the main cause of the farmer’s woes. A trader from 
Hyderabad told this writer that previously Indian farmers faced huge swings in prices of 



cashew due to steep variation in production. Nowadays cashew is exported when 
production is more and imported when less. As a result fanners and consumers are both  
better off. The market is like a wild horse. It is immensely beneficial if one can put reins 
on it. But it will throw off the careless rider. The solution does not lie in refusing to use 
the horse. The only solution is to put reins on it. ????

 
 
 
 


