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Executive Summary

Agriculture in Andhra Pradesh is in an advanced stage of crisis. While the causes
of this crisis are complex and manifold, they are dominantly related to public
policy. The economic strategy of the past decade at both central government and
state government levels
e has systematically reduced the protection afforded to farmers and
exposed them to market volatility and private profiteering without adequate
regulation,
e has reduced critical forms of public expenditure,
e has destroyed important public institutions, and
e did not adequately generate other non-agricultural economic activities.

While this is a generalised rural crisis, the burden has fallen disproportionately on
small and marginal farmers, tenant farmers and rural labourers, particularly those
in dryer tracts. The most extreme manifestation of the crisis is in the suicides by
farmers.

The Commission on Farmers’ Welfare has deliberated on this problem and held
discussions with a large number of farmers during its field visits and has also
consulted experts in various relevant fields. While the issues are complex and
require detailed investigation of each area, they generally reflect not only
structural conditions but especially the collapse of public institutions that affects
farmers and farming. The Commission feels that solutions to the current crisis
require interventions in six important areas, which would do the following:
e correct spatial inequities in access to irrigation and work towards
sustainable water management
e bring all cultivators into the ambit of institutional credit, including tenant
farmers
» shift policies to focus on dryland farming through technology, extension,
price and other incentives
e encourage cheaper and more sustainable input use, with greater public
provision and regulation of private input supply and strong research and
extension support
e protect farmers from high volatility in output prices
e emphasise rural economic diversification, to more value-added activities
and non-agricultural activities.

These goals form the basis of the recommendations made by the Commission.
All of these issues have to be tackled at different levels and requires intervention
by various institutions over the short as well as medium term. The new role



envisaged for the state government will require a substantial increase in public
expenditure. Therefore we expect that public expenditure on agriculture and
allied activities should reach 5 per cent of GSDP in the next budget. It is clear
that the effectiveness of these recommendations will depend essentially upon the
political will to translate them into government policy and on the ground-level
implementation.

The main text of the Report provides a detailed account of the identified
problems and the required interventions. The areas covered are land relations,
rural credit, irrigation and power, agricultural research and extension, input
provision, crop prices and markets, the special problems of drought-prone areas,
non-agricultural employment, issues on health, nutrition and education of
farmers, and the issues involved in effective implementation of the proposed
policies.

This Executive Summary brings together the essential steps that need to be
taken to deal with the crisis on an immediate priority basis.

Land

Land relations in Andhra Pradesh are extremely complicated and this complexity
has contributed significantly to the problems facing actual cultivators in the state.
Unregistered cultivators, tenants, and tribal cultivators all face difficulties in
accessing institutional credit and other facilities available to farmers with land
titles.

e The immediate priority is to record and register actual cultivators including
tenants and women cultivators, and provide passbooks to them, to ensure
that they gain access to institutional credit and other inputs. There should
be a systematic official drive over three months. In such registration, the
onus should not be on the tenant to prove his/her tenancy, but on the
landlord to disprove it.

e The land rights of tribals in the agency areas must be protected.

e There is considerable scope for further land redistribution, particularly
when waste and cultivable lands are taken into account. Complementary
inputs for cultivation (initial land development, input minikits, credit, etc.)
should be provided to all assignees, and the future assignments of land
should be in the name of women.

Credit

The heavy burden of debt is perhaps the most acute proximate cause of agrarian
distress. The decline of the share of institutional credit and the lack of access to



timely and adequate formal credit in the state have been a big blow to farmers,
particularly small and marginal farmers. The basic task of the state is to ensure
that the formal banking system in rural areas meets all the credit requirements of
farmers, including tenant farmers. Although banking policy and trends are
affected by national decisions, the government of Andhra Pradesh should take a
lead role in reviving social banking. Through state and lower level institutional
mechanisms, immediate steps can be taken to ensure that the right amount of
credit reaches cultivators at the right time at minimal cost.

On debt relief:

e The Helpline already set up by the state government should be used as a
facilitating mechanism for helping farmers in distress to access bank
loans.

e The state government should initiate a Distress Fund, with support from
RBI and NABARD, that will provide support to banks in chronically drought
prone areas, and permit some debt relief to cultivators.

The state government should approach the RBI, the NABARD and the public
insurance companies with the following requests:

e Interest should not be charged for the period of current rescheduling.
Whenever an area is declared as drought-affected, interest should be
waived, without changing the other terms of rescheduling.

e The accumulated interest on a loan should not exceed the principal
amount of the loan. All the excess of accumulated interest over principal
should be automatically written off by the banks.

e The interest rate on all crop loans should be lowered to 6 per cent annual
rate.

e It is essential to expand the coverage of crop insurance in a
comprehensive manner. The 50 per cent subsidy on premium for such
insurance given to small and marginal farmers should be continued.

e A comprehensive insurance plan for rural dwellers should be provided.
Water

Inadequate and declining water supply is one of the most significant problems
facing most farmers in Andhra Pradesh, not only a constant concern but also a
major source of increased expenditure. The uneven distribution and unequal
access to canal irrigation and the decline of other surface water sources have led
to greater reliance on the exploitation of groundwater, which entails substantial
costs on individual cultivators.



* A massive programme for restoration of tanks and other minor water
bodies must be taken up, giving priority to the drought-affected regions.

e The state government should evolve a water policy with an emphasis on
equity in the spatial distribution of surface water resources in the State
and on the conjunctive use of surface and ground water.

e Necessary steps have to be taken to register and regulate the use of
ground water resources, with the aim of public control over ground water
and distribution based on progressive water rates in the medium term.

Agricultural research and extension

The lack of agricultural research in priority areas such as dryland farming and the
collapse of public agricultural extension services have been among the more
important contributory factors to the generalised agrarian crisis.

e Public sector agricultural research has to be strengthened and reoriented
particularly towards dry land crops. This has to include establishment of
more research stations in the dry land areas.

e The public agricultural extension system, which is in a state of near-
collapse, has led to a situation where the cultivator is totally dependent on
the local input supplier cum creditor. The public extension network has to
be revived and strengthened. This will involve large-scale recruitment and
training of adequate qualified staff.

Input provision

The increasing costs of purchased inputs, as well as the problems of quality in
terms of sub-standard and spurious seeds and pesticides have also figured as
the dominant proximate factors for the crop failures, given the drought conditions.
This has also been recognised as a crucial risk factor linked to the distress of
farmers.

e The state has to play a central role in ensuring the provision of high quality
inputs at affordable prices at the right time to all cultivators both by direct
intervention as well as by appropriate regulation. Measures to be taken
include the strengthening of the Andhra Pradesh Seed Corporation along
with all its regional production units.



The enactment and implementation of the State Seeds Bill 2004 should be
expedited.

An aggressive strategy for a paradigm shift in fertilisers policy is required.
The state government should consciously promote and facilitate the
production and usage of bio-fertilisers, vermi composting, green manuring
and other eco-friendly fertility enhancing activities.

In view of the serious negative impacts on account of chemical pesticides
and insecticides, the government should change its policy towards
promoting natural pest management. This should be done in mission
mode.

In the interim, the immediate requirement is to ensure vigilance with
respect to quality and prices of chemical inputs. Steps should be taken to
create the required infrastructure and ensure strict enforcement as quickly
as possible.

Markets and Prices

Low and declining prices for major commodities produced in the State are
responsible for the collapse of rural incomes. The volatility of crop prices has
been a major source of income instability and distress for farmers. The problem
has been aggravated because the public procurement agencies have not been
procuring sufficiently to ensure that Minimum Support Prices are maintained. The
marketing of agricultural produce has become one of the critical areas where the
farmers are exploited.

Timely and adequate procurement operations by central and state
government agencies are needed to ensure a remunerative price to
cultivators and to arrest distress sale.

A Market Price Stabilisation Fund should be created.

Marketing infrastructure is inadequate and there are numerous procedural
problems in the marketing yards. The Marketing Department must take
measures to provide adequate and non-exploitative arrangements in the
market.

The state government should demand from the central government the
introduction of a system of variable tariffs and if necessary Quantitative
Restrictions on agricultural commodities to ensure stable import prices
that protect domestic cultivators and their livelihood.



Employment

The present crisis is also a crisis of rural employment. Agricultural employment
has fallen, non-farming employment has virtually stagnated and there have been
hardly any non-agricultural livelihood opportunities that would allow members of
farming households some kind of buffer against losses in cultivation.

There is urgent need to provide rural workers with at least 100 days of
employment at minimum wages, and to this effect the state government
must ensure that an Employment Guarantee Act is enacted and
implemented at the earliest, with coverage extended to the rural areas of
all districts in the state within a specified time frame.

Opportunities for rural non-farm employment must be increased. This
requires policies to encourage the post-harvest handling of produce and
agro-processing, as well as renewed emphasis on strengthening co-
operatives for dairy, weaving and other non-agricultural activities.

Public Distribution System

The public distribution system must be strengthened so as to make
available basic minimum quantities of cereals at affordable prices to all
vulnerable households.

All poor households should be supplied with BPL cards.

The state government should request the Government of India to provide
coverage under the Antyodaya and Annapurna schemes to all BPL card
holders in drought-prone areas.

At present the BPL allocation of rice per person is too low and the total
entitlement is fixed at 20 kg per family. The per person entitlement needs
to be doubled to meet the basic food requirements of the family.

There must be a major drive to provide nutritious cereals such as jowar,
bajra, and ragi at especially subsidised and very low prices to all card
holders through the Public Distribution System. The prices must be
sufficiently low to attract consumers; in case it is not, it could be further
lowered through a subsidy from the state government.

Health and education

The decline in the quality of public provision has pushed even poor farmers to
private health care and education. This has added to farmers’ problems, as high
medical expenses have led many cultivators into deep debt. The poor quality of
public education at all levels has also encouraged greater use of private services
among farmers’ families.
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e Public expenditure on health has to be raised and used to provide good
quality low cost care to rural households.

e More budgetary resources have to be allocated to education, particularly
to primary and secondary education in rural areas.

Implementation

The new role envisaged for the state government will require a substantial
increase in public expenditure. The effectiveness of these recommendations will
therefore depend essentially upon the political will to translate them into
government policy, and on the quality, accountability and responsiveness of
public delivery systems. In order to achieve a substantial degree of accountability
and ensure a much greater degree of public participation and voice in the
implementation of these policies, the panchayati raj institutions in the state will be
substantially revived, given greater powers and made to function in a democratic
and participatory manner.

Agriculture Technology Mission

The basic goal of the this Mission must be to create and revive public institutions
in the rural areas and implement policies which will immediately reduce agrarian
distress, and over time provide protection to farmers, encourage the most
productive and sustainable forms of land and water use, provide stable livelihood
and employment to the rural population and improve the incomes of the rural
population over time.

e The ATM must act as the umbrella organisation for the planning, direction
and implementation of all of the policies relevant to agriculture and allied
sectors and the welfare of farmers and farm workers. It should be a
permanent body co-ordinating the activities of various departments.

e The focus should be on empowering the farming community, with the
active involvement of locally elected bodies such as panchayats and
participatory institutions such as gram sabhas.

e The ATM must have a holistic approach to the problems of agriculture in
the state, addressing the particular problems in each area within a broader
context and in such a manner as to encourage co-operation and synergy
between the activities of various state/central government
departments/agencies and local level institutions.

e It should formulate policies and take action on meeting the challenges of

the WTO regime, organising policy research on critical issues in
agriculture and recommending policies to meet the changing needs in this
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sector and suggesting the measures required for educating the farmers
through farmers’ organisations.
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Chapter 1: Background

I. Dimensions of the agrarian crisis

Agriculture in Andhra Pradesh is in an advanced state of crisis. While
discussing this crisis, it is important to be aware of the substantial regional
variations both in absolute levels of production and income and in the way that
this crisis has played out in recent years. Drought-affected areas in Rayalaseema
and Telengana bear the brunt of the burden, even though even farmers in
irrigated areas have been facing problems. In addition, the burden has fallen
disproportionately on small and marginal farmers, tenant farmers and rural

labourers.

The most extreme manifestation of this crisis is in the suicides by farmers,
who are typically driven to this desperate act by the inability to repay debt
incurred in the process of cultivation, which has become a volatile and
economically less viable activity. But this is only the tip of the iceberg of
generalised rural distress which had become prevalent across the state, and has
also been expressed in severe cases in kidney sales and hunger deaths in
certain areas. The problems of farming are evident, ranging from frequent
droughts and soil degeneration, to lack of institutional credit and insurance
leading to excessive reliance on private moneylenders, problems in accessing
reliable and reasonably priced inputs to problems of marketing and high volatility
of crop prices. But the crisis is also reflected in other features of the rural
economy: the decline in agricultural employment and stagnation of other
employment, leading to reduced food consumption and forced migration of
workers; the evident decline in per capita calorie consumption even among the

poor.

Production indicators give the first indication of the problem. The growth

rate of aggregate agricultural output declined from 3.4 per cent per annum in the



1980s to 2.3 per cent per annum in the 1990s. Yield growth also declined. For
example, the growth rate of rice yield declined steeply from an annual rate of 3.1
per cent in the 1980s to 1.3 per cent in the 1990s; for cotton the corresponding
figures were 3.4 per cent and 1.4 per cent.! National-level studies estimate that
crop yields in Andhra Pradesh declined by 1.8 per cent per year over the 1990s.

In addition, the volatility of yields has also been higher in the later period.

Meanwhile, prices of crops produced by farmers in the state have become
much more volatile as they have been more influenced by world market trends.
From 1996, the falling international prices of many crops had their ripple effects
in India even when the actual volume of imports did not increase, merely
because of the possibility of such imports. There have also been much sharper
fluctuations in such prices, which have changed sharply from year to year for
some crops like cotton and groundnut. This has created a pattern of shifting,

uncertain and unreliable relative price incentives for farmers.

Despite all this, it is certainly not the case that agriculture in the state has
been stagnant over this period. On the contrary, there have been very substantial
changes most particularly in cropping patterns, as farmers across the state have
moved from traditional rainfed cereals to non-food cash crops. Table 1 gives an
idea of the extent of the shift over four decades, but it should be noted that a
substantial part of this change occurred in the more recent past. There have
been large reductions in the acreage under jowar and other millets such as ragi,
and increases in the area under groundnut, other oilseeds and cotton. This shift
towards more emphasis on non-food cash crop production reflected several
forces. There was the obvious need for farmers’ households to access more
cash income in order to meet a range of cash expenses for immediate
consumption and even for cultivation. In addition, there was a pattern of
increasing expenditure on health. Cash crop production typically entails more
monetised inputs, such as seeds fertilisers and pesticides, and these were

! Estimates courtesy CESS, Hyderabad.



typically financed by incurring debt, most often with the input dealers themselves

who also doubled as traders. Once such a money debt was incurred, cash crop

production was further necessitated by the need to repay interest and principal,

and it became almost impossible for farmers to move back to the old subsistence

crops that did not command a market.

Table 1.1: Changes in Cropping Pattern
(per cent of cropped area)

North South
South North
Coastal Coastal Rayalaseema Total State
Crops Telengana | Telengana
Andhra Andhra
1958 | 1998 | 1958 | 1998 | 1958 | 1998 | 1958 | 1998 | 1958 | 1998 | 1958 | 1998
Rice 389 | 33.0 | 40.5 | 48.6 9.1 111 148 | 239 | 20.8 | 29.5 | 23.1 | 305
Jowar 2.1 0.3 16.6 0.3 18.3 5.3 26.7 | 17.1 | 31.0 9.4 20.8 6.1
Other 15.7 7.4 5.9 1.7 10.5 1.6 11.3 6.9 7.3 9.7 9.1 4.7
Millets
Pulses 11.0 | 134 9.1 14.8 6.5 5.6 11.8 | 146 | 15.1 | 12.0 | 10.7 | 11.9
Food 66.9 | 544 | 72.1 | 65.4 | 44.4 | 23.6 | 64.4 | 625 | 74.2 | 60.6 | 73.1 | 53.2
Grains
Groundnut | 7.1 9.5 3.6 1.8 20.3 48.3 10.5 9.5 8.0 5.3 10.5 | 15.3
Oilseeds 11.3 | 12.9 6.3 3.7 21.4 56.3 195 | 20.3 | 15.1 | 10.8 | 15.3 | 20.8
Cotton 0.2 0.7 0.8 7.0 7.9 5.2 0.4 8.2 4.0 17.6 3.1 8.2
Others 216 | 320 | 20.8 | 239 | 26.3 14.9 155 9.0 6.7 11.0 | 116 | 17.8

Source: S. Subramanyam (2002)

The technological problems of decelerating crop output and volatile and

falling yields have been dramatically accentuated by the changes in relative

prices, such that, especially from the mid-1990s, output prices have stagnated or

fallen while the costs of inputs have gone up very sharply. This has created

genuine questions regarding the viability of farming in the current context.




Table 1.2: Net income per hectare at 1971-72 prices in Andhra Pradesh

Paddy Groundnut | Sugarcane Cotton

Early 70s 314 - 0
Mid 70s 81 -116 186
Late 70s -36 -65 1056 638
Early 80s 150 -15 809 -
Mid 80s 140 -88 2194 -
Late 80s 215 -52 816 104
Early 90s 221 -9 1119 -
Mid 90s 227 -117 1563 474
Late 90s 167 -123 1139 -

Source: CACP, quoted by Directorate of Economics and Statistics,
Government of Andhra Pradesh

Table 2 gives an idea of the stagnation of returns and actual decline in
returns from cultivation of several crops. In some cases, the subsequent patterns
have indicated both more losses from cultivation and greater volatility. The
Commission on Agricultural Costs and Prices, Government of India (CACP)
reports show that the returns from cotton cultivation per hectare in current prices
were negative (a loss of Rs. 1641) in 1996-97 and only Rs. 72 per hectare in
1997-98, after taking into account the total costs. Since it is widely believed that
the CACP underestimates many elements of cost in Andhra Pradesh, it may be

that the actual situation is even worse than this already dismal picture.

When all this is combined with the effect of falling prices, it is not
surprising to note that the share of GDP in agriculture in A.P. declined much
faster than all India, and that per capita GDP from agriculture in constant terms
barely increased after the mid-1990s and actually fell in recent years. Chart 1
indicates the behaviour of the index numbers for per capita income (that is net
domestic product in constant 1993-94 prices) for all sectors and for agriculture

alone. While aggregate per capita income increased moderately from 1993,



agricultural income per capita of rural population shows no such increase, and
has actually declined. In fact, between the triennium 1993-94 to 1995-96 and the
triennium 2001-02 to 2003-04, per capita agricultural product actually declined by
around 12 per cent.

Chart 1: Indices of Per capita SDP- Total and
Agriculture
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Source: Calculated from NAS and Census of India

This has also been reflected in indicators of per capita consumption, which
probably provide a more accurate picture of the real economic conditions in the
countryside. Chart 2 indicates the trend in the four regions of rural Andhra

Pradesh according to the NSS consumer expenditure surveys.



Chart 2: Monthly per capita rural consumption
(Rs. per month at 1999-2000 prices)
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Note: The NSS regions correspond to the following districts:
Coastal includes North Coastal Andhra and South Coastal Andhra;
Inland Northern refers to North Telengana,;
Inland Southern refers to South Telengana and Kurnool and Cuddapah in Rayalseema);
Southwest refers to Anantapur and Chittoor in Rayalseema.

Aggregate per capita consumption for the rural areas of the whole state
taken together increased marginally between 1983 and 1999-2000. But it is
notable that there appears to have been hardly any increase since 1993-94,
despite the moderate increase in per capita SDP indicated above. What is even
more significant is that per capita consumption fell after 1993-94 in all the regions
of rural Andhra Pradesh barring the coastal Andhra region. This fall was
particularly marked for Rayalaseema (comprising the Southwest and Inland
Southern regions). So, in most of the rural areas of the state, average
consumption expenditure actually declined in real terms in the period 1993-94 to
1999-2000. Even the rise in per capita income in Coastal Andhra may have an
element of inter-regional inequality because of the differences between the

backward North Coastal region and the advanced South Coastal region.

This is quite consistent with the picture of growing difficulty of cultivation.
But in addition to the agricultural patterns, the general stagnation of the rural

economy and the absence of non-agricultural income generation possibilities



contributed further to the deterioration of living standards in the countryside. Part
of the problem in employment generation stemmed from agriculture itself — not
only was this sector depressed, but the increasing mechanisation implied falling
labour use per hectare of cultivation. It is not surprising that in this context,
agricultural employment fell and total rural employment stagnated.

At first sight this appears to be incompatible with the general perception
that rural poverty has declined and the official estimate that the actual incidence
of poverty in the state in 1999-2000 was only 11 per cent. But most analysts
agree that this is a gross underestimate.? It is evident that the official poverty line
of Rs. 262 per capita per month (in 1999-2000) implying Rs. 8.60 per day, is far
too low to meet the actual requirements of food and other necessities.® In
addition, per capita calorie consumption also appears to have declined. A further
cause for concern is the composition of cereal consumption increasingly away

from the more nutrient millets to rice.

Il. Causes of the agrarian crisis

The causes of this widespread crisis are complex and manifold, reflecting
technological and weather-related factors, changes in relative prices and reduced
levels of public intervention in terms of both investment and regulation. It is true
that climatic shifts have played a negative role, especially in terms of generally
lower rainfall, more uneven and untimely rain and growing regional variation in
the rainfall. However, the main causes are dominantly related to public policy,
and in particular to an economic strategy at both central government and state
government levels which systematically reduced the protection afforded to
farmers and exposed them to market volatility and private profiteering without
adequate regulation, reduced critical forms of public expenditure, destroyed

important public institutions and did not adequately generate other non-

2 Deaton and Dreze (2003) Abhijit Sen and Himanshu (2004).
% Utsa Patnaik (2004).



agricultural economic activities.* While this was true across most of rural India

over the past decade, it was especially true in Andhra Pradesh.

The state of Andhra Pradesh had become almost a laboratory for every
neo-liberal economic experiment, with a massive shift towards relying on
incentives for private agents as opposed to state intervention and regulation of
private activity, in virtually all areas. Ironically, this decline in the government’s
role took place at the same time that the state government was incurring massive
external debts from bilateral and multilateral external agencies. Many of the
problems in the economy of the state — in agriculture as well as in non-agriculture
— can be traced to this reduction of the government’s positive role and the
collapse of a wide range of public institutions affecting the conditions facing

producers.

The increase in the number of farmers’ suicides is the most dramatic sign
of extreme despair and hopelessness, and comes close to starvation deaths as
the most blatant indicator of the extent of rural devastation. The proximate cause
of such suicides is usually the inability to cope with the burden of debt, which
farmers find themselves unable to repay. In most (but not all) cases, the debt
was contracted to private moneylenders, as the massive decline in agricultural
credit from banks and co-operatives has reduced access especially of small
cultivators to institutional credit. Further, large numbers of farmers — tenant, tribal
farmers, women farmers and those without legal titles — have no access at all to

formal credit and are forced to rely entirely on private lenders.

But the debt burden itself is only a symptom of the wider malaise.
Cultivation itself has become less and less viable over time, as input prices in
Andhra Pradesh especially have sky-rocketed, and farmers have gone in for
cash crops involving more monetised inputs, risky yields and volatile prices. The
opening up of agricultural trade has forced farmers to cope with the vagaries and

* These issues are explored in more detail in the next chapter.



volatility of international market prices, even while the most minimal protection

earlier afforded to cultivators has been removed.

Public agricultural extension services have all but disappeared, leaving
farmers to the mercy of private dealers of seed and other inputs such as fertiliser
and pesticides who function without adequate regulation, creating problems of
wrong crop choices, excessively high input prices, spurious inputs and extortion.
Public crop marketing services have also declined in spread and scope, and
marketing margins imposed by private traders have therefore increased. All this
happened over a period when farmers were actively encouraged to shift to cash
crops, away from subsistence crops which involved less monetised inputs and

could ensure at least consumption survival of peasant households.

The crisis in water and irrigation sources can also be traced to these
cultivation patterns. Over-use of groundwater — once again resulting from the
absence of public regulation or even advice, as well as the shift to more water-
using crops — has caused water tables to fall across the state. Indiscriminate
drilling of borewells may have indirectly led to many farmers’ suicides in the
state. The prolonged period of poor and untimely rains in much of the state has
exacerbated these problems and created crisis conditions. Declining public
investment, inadequate maintenance and the regionally uneven pattern of
spending, have all made surface water access also problematic. In consequence,
there are now real problems with respect to even the current economic viability of
farming as a productive activity in most parts of rural Andhra Pradesh, not to

mention its sustainability over time.

Other factors have added to debt burdens that become unbearable over
time. Production loans dominate in current rural indebtedness. But among the
non-productive loans incurred by rural households, those taken for paying for
medical expenses are the most significant. The deterioration of public health

services and the promotion of private medical care have dramatically increased



the financial costs of sheer physical survival and well-being, even among the

relatively poor.

The crisis in agriculture in turn has affected and been affected by the
stagnation of other employment opportunities in the rural economy. The closure
of many small-scale industries worsened the problems of people living in
surrounding villages, as they lost possibilities of employment and chances for
self-employed service activities catering to those industries and their workers.
Handloom and other weavers have been adversely affected by the removal of
public subsidies and the decline of co-operatives. While dairy and livestock
rearing tend to be more stable sources of income, they have also become less
profitable (and even turned loss-making in some areas) because of the
increasing costs of feed and unequal market relations into which small producers
have been pushed. There has been some growth of services employment, but
nowhere near enough to fill the gap. As a result, the share of rural non-farm
employment in the state actually declined from 23 per cent in 1983 to 21 per cent
in 1999-00, while for the country as a whole it increased from 18 per cent to 24

per cent over the same period.

This entire process is sometimes presented as a situation in which rural
people have been “left out” of the process of globalisation, or have been
“marginalised” or “excluded”. But the problem is not at all that cultivators and
workers in this state have been “left out”. Rather, they have been incorporated
and integrated into market systems that are intrinsically loaded against them, in
which their lack of assets, poor protection through regulation and low bargaining
power have operated to make their material conditions more adverse.

These processes have operated differently across regions, and those
areas that were historically backward and less developed have ironically been
more adversely affected by the processes described above. It is clearly the case

that the degree of distress experienced by cultivators in Andhra Pradesh varies
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inversely with the extent of assured irrigation. Therefore, while the crisis is a
serious one across the state, there is no doubt that it is more acute in drought-
prone regions, where the social and economic processes have interacted with

weather conditions to create circumstance of extreme difficulty.
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Chapter 2: The role of government policies

The agrarian crisis in Andhra Pradesh can be linked to a combination of
macro liberalisation and globalisation policies at the central government level,
specific policies of the state government and failures at the level of local

implementation.

I. Macro Policies

The policies of the central government since the beginning of the 1990s
have had direct and indirect effects on farmers’ welfare. The economic reforms
did not include any specific package specifically designed for agriculture. Rather,
the presumption was that freeing agricultural markets and liberalising external
trade in agricultural commodities would provide price incentives leading to
enhanced investment and output in that sector, while broader trade liberalisation
would shift inter-sectoral terms of trade in favour of agriculture. However, there
were changes in patterns of government spending and financial measures which
also necessarily affected the conditions of cultivation. In particular, fiscal policies
of reducing expenditure on certain areas especially rural spending, trade
liberalisation, financial liberalisation and privatisation of important areas of
economic activity and service provision had adverse impact on cultivation and

rural living conditions.

The neo-liberal economic reform strategy involved the following measures

which specifically affected the rural areas:

e Actual declines in Central government revenue expenditure on rural
development, cuts in particular subsidies such as on fertiliser in real terms,
and an the overall decline in per capita government expenditure on rural

areas.

e Reduction in public investment in agriculture, including in research and

extension.
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Very substantial declines in public infrastructure and energy investments

that affect the rural areas, including in irrigation.

Reduced spread and rising prices of the public distribution system for
food. This had a substantial adverse effect on rural household food

consumption in most parts of the country.

Financial liberalisation measures, including redefining priority sector
lending by banks, which effectively reduced the availability of rural credit,
and thus made farm investment more expensive and more difficult,

especially for smaller farmers.

Liberalisation and removal of restrictions on internal trade in agricultural

commodities, across states within India.

Liberalisation of external trade, first through lifting restrictions on exports
of agricultural goods, and then by shifting from quantitative restrictions to
tariffs on imports of agricultural commodities. A range of primary imports
was decanalised and thrown open to private agents. Import tariffs were
very substantially lowered over the decade. Exports of important cultivated
items, including wheat and rice, were freed from controls and subsequent
measures were directed towards promoting the exports of raw and

processed agricultural goods.

In terms of fiscal policies, the reduced spending of central and state

governments was the most significant feature. Due to tax reforms, the tax/GDP
ratio declined at central level. Central transfers to state governments also
declined. State governments were forced to borrow in the market and other
(often international) sources at high interest rates. As a result, the levels of debt
and debt servicing increased in most of the states. In recent years, most state
governments were in fiscal crisis and did not have funds for capital expenditures.
This has been especially important since state governments are responsible for

areas critical for farmers such as rural infrastructure, power, water supply, health
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and education. Meanwhile, at the central government level, capital expenditure
declined as a share of national income, and all public expenditure directed
towards the rural areas fell both as a per cent of GDP and in real per capita

terms.

Trade liberalisation in agriculture accelerated from the late 1990s, in tune
with WTO agreements, and involved liberalisation of export controls,
liberalisation of quantitative controls on imports and decontrol of domestic trade.
Quantitative restrictions on imports and export restrictions on groundnut oil,
agricultural seeds, wheat and wheat products, butter, rice and pulses, were all
removed from April 2000. Almost all agricultural products are now allowed to be

freely exported as per current trade policy.

The impact of trade liberalisation on farmers’ welfare works through
various channels such as volatile prices, problems in imports and exports, impact
on livelihood and other employment opportunities, etc. For farmers, perhaps the
single most adverse effect has been the combination of low prices and output
volatility for cash crops. While output volatility increased especially with new
seeds and other inputs, the prices of most non-foodgrain crops weakened, and
some prices, such as those of cotton and oilseeds, plummeted for prolonged
periods. This reflected not only domestic demand conditions but also the growing
role played by international prices consequent upon greater integration with world
markets in this sector. These features in turn were associated with growing

material distress among cultivators.

In a closed economy, lower output is normally accompanied by some price
increase. Therefore, coincidence of lower production with lower terms of trade
was very rare until recently. The pattern of lower prices accompanying relatively
lower output reflected the effect of the growing integration of Indian agriculture
with world markets, resulting from trade liberalisation. As both exports and

imports of agricultural products were progressively freed, international price
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movements were more closely reflected in domestic trends. The stagnation or
decline in the international prices of many agricultural commodities from 1996
onwards meant that their prices in India also fell, despite local declines in
production. This was not always because of actual imports into the country: the
point about openness is that the possibility of imports or exports can be enough

to affect domestic prices at the margin.

An additional issue for farmers was that, even as the uncertainties related
to international price movements became more directly significant for them,
progressive trade liberalisation and tariff reduction in these commodities made
their market relations more problematic. Government policy did not adjust in
ways that would make the transition easier or less volatile even in price terms.
Thus, there was no evidence of any co-ordination between domestic price policy
and the policies regarding external trade and tariffs. For example, an automatic
and transparent policy of variable tariffs on both agricultural imports and exports
linked to the deviation of spot international prices from their long-run desired
domestic trends, would have been extremely useful at least in protecting farmers
from sudden surges of low-priced imports, and consumers from export price
surges. Such a policy would prevent delayed reactions to international price
changes which allow unncessarily large private imports. It would therefore allow
for some degree of price stability for both producers and consumers, which is

important especially in dominantly rural economies like that of India.

In the absence of such minimal protection, Indian farmers had to operate
in a highly uncertain and volatile international environment, effectively competing
against highly subsidised large producers in the developed countries, whose
average level of subsidy amounted to many times the total domestic cost of
production for many crops. Also, the volatility of such prices — for example in
cotton — has created uncertain and often misleading signals for farmers who
respond by changing cropping patterns. In Andhra Pradesh, it has directly
affected the groundnut farmers due to palm oil imports. Import of fruits also and

other commodities also affected the farmers. With increased trade liberalisation,
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reduction in cereal consumption became very pronounced. Also exports of items
like cotton have increased volatility in supplies of cotton raw material, which have
adversely affected handloom and powerloom weavers whenever yarn prices

have increased significantly due to export of cotton.

Financial sector liberalisation in developing countries has been associated
with measures that are designed to make the Central Bank more independent,
relieve financial repression by freeing interest rates and allowing financial
innovation, reduce directed and subsidised credit, as well as allow greater
freedom in terms of external flows of capital in various forms. India’s financial

liberalisation strategy involved all of these measures to varying degree.

Financial liberalisation measures, including reduced emphasis on priority
sector lending by banks, which effectively reduced the availability of rural credit,
and thus made farm investment more expensive and more difficult, especially for
small farmers. In addition to declining credit-deposit ratios in rural areas, the shift
of banks away from crop lending and term lending for agriculture, the reduction in
the number of rural bank branches and less manpower for rural service provision
all meant that the formal sector was unable to meet the requirements of
cultivators, who were forced to turn to private moneylenders (who were often also

input dealers and traders) in more exploitative relationships.

Il. State government policies over the past decade

Agriculture is a state subject and therefore state governments have more
responsibility in agriculture development. For the past decade, the state
government in Andhra Pradesh not only participated in but aggressively pushed
liberalisation policies, and also neglected agriculture. In addition, however, it was
also crucial in accelerating the deregulation and privatisation which also marked
the central government's approach. The primary role of the public sector

enterprises was to protect the public from the adverse impacts of market forces
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and provide them with goods and services at reasonable (and frequently
subsidised) prices. The primary beneficiaries of this system were expected to be
the poor segments of the population. But the state government in Andhra
Pradesh systematically reduced the role of public investment, intervention and
regulation, and expected private activity to deliver more favourable outcomes.

Because of the decline in public investment in agriculture, fixed capital
formation in agriculture (which had recorded high growth in the 1980s) declined
in absolute terms in the 1990s and thereafter. The area under public sources of
irrigation, e.g., canals declined in the nineties due to deceleration in public
investment and public neglect of traditional water sources. No new major
irrigation project was taken up in the last nine years and several pending projects

were not completed.

More than 10,000 Water Users’ Associations (WUASs) have been formed,
of which about 80 per cent are in the minor irrigation sector. However, the bulk
of the area covered is under canal irrigation. Irrigation charges were increased by
more than three times from 1997. Even so, the surface water rates at best cover
maintenance charges, whereas in the case of lift irrigation the farmer also bears
the full capital cost of the well or bore. The effective rate of collection remains low
at around 64 per cent, possibly because WUAs have not yet been made fully
responsible for collection of water charges, making the process fully democratic
and accountable. Another notable development was that the works were
executed by WUAs themselves at lesser cost instead of getting them done by
contractors. But the vested interests lost no time in adjusting to the new situation
by presidents of the WUAs acting as contractors. This and other malpractices
invited the wrath of farmers who in several cases used the provision in the Act for
recall of the presidents. WUAs are not found to be effective in respect of tank

irrigation due to insufficient allocations.
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In the case of watersheds, the state government followed the extensive
approach of thinly covering many watersheds instead of the intensive approach
of covering few watersheds, which made many watersheds ineffective. The state
government also spent lot of funds on the ‘neeru-meeru’ programme which had
some successes but generally did not yield the desired results, again because of
the reliance on private contractors and corrpution. Because of decline in surface
and tank irrigation, ground water use has increased significantly increasing costs
for farmers and bringing down the water table in most parts of the state. Power
reforms increased the cost of power in the state. Although farmers paid only a flat
rate (which increased from Rs. 50 to Rs. 300), they had to incur heavy losses in

terms of erratic power, low voltage and burning of motors.

There was also a neglect of research and extension. The intensity of
government investment in agricultural research and education in the state (at
0.26 per cent of its agriculture GDP during 1992-94) was lower than for the other
three southern states and was just around half of that for All India (0.49 per cent
for centre and states together). Public expenditure on extension, which is borne
by the state government, declined in absolute terms in the nineties. It was only
0.02 per cent of the state’s GDP during 1992-94, as against the All-India average
of 0.15 per cent. There was an attempt to privatize extension services. As a
result of these policies, extension services are currently in bad shape in the state.
With the virtual breakdown of the extension machinery and lack of access to
institutional credit, small and marginal farmers became increasingly dependent
upon the private trade for credit and extension services. At the same time such
agents were subject to less regulation than before, leading to circumstances in
which resource-poor farmers became victims of exploitation by such agents.

By the late 1990s, the looming agricultural crisis was recognised to be
substantially the consequence of inadequate agricultural services, including
extension, reliable seed supply, quality pesticides, machinery, proper soil survey-

testing, soil conservation, market information and market intelligence. However,

18



despite this, the state government of that time refused to recognise this or take
palliative measures. A 'Working Paper' of the Department of Agriculture (1999)
stated that government could act only as a facilitator and no public investment
would be made in providing these services. Referring to the vast gap in
agricultural extension, because of unfiled vacancies which at that time
accounted for more than one-fourth of the sanctioned posts, it was declared that
the state "doesn't have resources to employ any more extension workers", and
so it was proposed that the entire cadre of agricultural extension officers be
wound up. "Without any additional financial burden to the state", the extension
services would be promoted through the private sector through a system of
registration of unemployed grantees or retired employees, who would offer these
services for a fee. Qualified graduates would be encouraged to become licensed
dealers of fertilizers, pesticides and seeds. The burden on the AP Seed
Corporation would be reduced by making the private sector more accountable
through appropriate MOUs. The hiring of agricultural machinery would be
encouraged through the corporate sector, NGOs and others. Soil survey, soil
conservation, collection of market information were to be “encouraged to be

developed in private sector with appropriate policy incentives”.

With this approach of the state government, it is not surprising to find that
many public institutions affecting agriculture were systematically eroded or
destroyed. Some important government corporations and cooperative institutions
in the state were closed, allowed to run down, or simply handed over to the
private sector. These institutions, such as A.P. lIrrigation Development
Corporation, A.P. Agro-Industries Corporation, A.P. Seeds Development
Corporation, Cooperative Sugar Factories, Cooperative Spinning Mills played an
important role in helping the farmers. The running down of these institutions also

affected the farmers adversely.

Similarly, privatisation of extension and the health sector have had

adverse consequences for farmers. In the delivery of health and education, the
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reductions in spending and reduced quality of public services has led to the
increase of private sector activity which has created segmented markets for rich
and the poor. Higher income groups have moved to private sector while the state
has been offering services at usually much lower standards of efficiency and
quality to the lower income groups. This impact has been felt strongly in the
health and education services and has translated into an equity issue. The poor

have also been affected by higher drug prices.

Keeping in view the main objectives of the 73" Constitutional Amendment
Act, the Government of Andhra Pradesh passed the A.P. Panchayat Raj Act in
1994. But the actual performance so far in terms of genuine decentralisation /
devolution to the local bodies has been far from satisfactory. In the functional
domain, the present status in AP shows that it transferred functions in respect of
16 subjects of which 5 subjects with funds and only 2 subjects with functionaries
have been transferred to the local bodies. This performance is much worse than
in Karnataka, Kerala and West Bengal. Moreover, a majority of the line
departments in AP have not been brought under the control of the Panchayati
Raj bodies. Only the relatively less important functions have been transferred to
the local bodies. Some observers have argued that the proliferation of different
local organisations led to confusion regarding responsibilities and resource

control, and effectively weakened the panchayats.
lll. Recent policy measures of the state government since May 2004

The new state government in Andhra Pradesh has recognised the
magnitude of the agrarian crisis and has already made clear its intention to
redirect state policy bearing in mind the need and interests of farmers. The
Cabinet Sub-Committee Report on the causes of farmers suicides indicates that
the government is already aware of the main forces behind the crisis and the
policies required. There are a number of positive measures which the state

government has already instituted, which deserve to be noted.
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1. Relief package to families of farmers who have committed suicide: The state
government has announced the provision of an ex-gratia amount of Rs. 1 lakh to
the family of a deceased farmer and Rs. 50,000 towards liquidation of farm debt.
This is not only an important welfare measure in its own right, but is necessary to
indicate the degree of concern of the state and to bring some confidence to the
rural community. Field visits by the Commission confirmed that in most areas
visited, the package was being implemented carefully and sensitively. However,
two problems need to be noted: (a) There is currently no budgetary provision for
this package, which means that the amount has be taken by the District Collector
from other resources available to her/him. This is clearly not a desirable outcome
and needs to be rectified. (b) The process of identifying the genuine cases has
meant that many suicide cases are effectively excluded. Also, the focus on farm-
related causes only has excluded others who have suffered economically
because of the generalised rural distress, such as weavers, carpenters and

others.

2. Help Lines: In order to reduce the despair and feelings of helplessness which
have associated with the suicides, Help Lines have been established in each
district, where grievances of farmers are recorded and help is extended as far as

possible.

3. Free power: The first important policy measure of the state government when
it came to power was the sanction of free power to all agricultural connections
and the waiver of power dues worth Rs. 1300 crores. This was important in
immediately alleviating some of the extreme distress of cultivators especially in
borewell-dependent lands, whose problems had been aggravated by the hike in

power rates.

4. Moratorium on loans: Keeping in view the extreme nature of the crisis, a bill

was passed in the state assembly providing for a moratorium for 6 months on
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private money lenders. In addition, the two-year moratorium on institutional credit
recovery by commercial banks as declared by Government of India was sought

to be implemented.

5. Focus on institutional credit: There was a conscious drive to ensure increased
credit from the banking institutions to farmers. In consequence, Rs. 7010 crores
was disbursed during kharif 2004, nearly Rs. 2000 crore more than the previous
year. There was rescheduling of the bank loans of 7.93 lakh account holders,
amounting to Rs. 1608.21 crores, which was converted to terms loans. The
State Level Banking Committee constituted a sub committee to consider
strategies for timely and adequate credit and the formulation of village credit
plans from Kharif 2005. It need hardly be added that, while these are all very

positive measures, institutional credit remains very inadequate.

6. Stamp duty exemption: In order to reduce the costs of borrowing for small
farmers, registration fees and stamp duty have been exempted for loans
sanctioned up to an amount of Rs. 1 lakh for small and marginal farmers.
Following an earlier request of the Commission, this move has now been widely

publicised.

7. Crop insurance: The state government has written to the Government of India
proposing reforms in the existing National Agricultural Insurance Scheme,
including restoration of 50 per cent of premium subsidy to small and marginal
farmers, enhancement of indemnity levels to 80 per cent, reduction of premium
rates to 2 per cent for cereal crops and 3 per cent for commercial crops and
payment compensation in two spells for kharif and rabi crops.

8. Control of seed supply: The State Cabinet has approved a new State Seed
Regulation Bill 2004 to regulate production and sale of seeds. It is hoped that this
will reduce or eliminate the supply of spurious seeds and reduce other problems.

Even before this, a special drive was taken up in October 2004 to regulate the
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quality of inputs, which also involved seizure of supplies of spurious seeds and
other inputs. This is also immediately necessary to restore confidence among

farmers.

9. Rs. 31 crores has been sanctioned for establishment of seed and fertiliser

testing labs in all districts, seed villages and revival of public sector seed farms.

10. A comprehensive Bio-fertiliser bill to induce eco-friendly fertiliser usage
mechanism is being actively considered by the state government.

11. The Chief Minister has written to the central government, Government of
India, requesting that the import duties on cotton and palm oil should be
increased in order to protect cotton and groundnut farmers in the state. While no
action has been taken thus far, it is to be hoped that the central government will

take note of the seriousness of the matter and respond favourably.

12. The Chief Minister has also requested the central government to direct the
Cotton Corporation of India not to collect transport charges from cotton farmers in

Andhra Pradesh. This recommendation has been accepted.

13. The state government has lifted the ban on new recruitment of Agricultural
Officers imposed by the previous state government. Orders have been issued
for recruitment of 270 Agricultural Officers and 491 Agricultural Extension

Officers to fill up the vacant posts.
14. The state government has launched a drive to redistribute government lands
of 1 lakh acres by 26 January 2005, and promised to continue the drive

subsequently.

15. The state government has given priority to irrigation development. In the first

phase, works worth approximately Rs. 8,000 crores are being taken up.
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16. A separate Ministry has been created for rain-shadow areas, to focus on the

problems of drought-prone regions.

These have all been necessary and important measures, and have certainly
alleviated the worst effects of the crisis for the farmers in the state. However, the
crisis in agriculture is so deep and widespread, that in spite these positive
measures, the conditions of farmers remain precarious, as evidenced by the
continuing suicides despite various relief measures. Much more will be required
to make material improvements in the conditions of farmers. In particular, the
destruction of various rural institutions has been so complete that it will take time
and effort to rebuild them and generate new ones that can serve the farmers and
rural workers. Since the state government has already indicated its commitment
to work for the betterment of the rural community and already taken several
positive steps, the Commission is confident that it will also undertake all the

necessary measures in the short term and medium term.
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Chapter 3: Land-related issues

|. Past land reforms

The early land reform measurers in Andhra Pradesh combined and carried
forward the legal measures brought from two different administrative histories,
one from the Madras Presidency from which the Andhra region was brought in,
and the other from the Nizam state of which Telangana was a part. As in the rest
of the country, the reforms in the state can also be broadly classified into the
abolition of intermediaries, tenancy reforms, ceilings legislation and other

government initiatives.

In terms of abolition of intermediaries, the Madras Estates (Abolition and
Conversion into Ryotwari) Act 1948 was the first legislation soon after
Independence, that removed intermediaries and brought all land in Andhra area
under Ryotwari. In the Telengana region, with the Abolition of Jagirdari Act of
1949, the Jagirdari tenurial system ended. With respect to tenancy legislation,
the Hyderabad Tenancy and Agricultural Lands Act was enacted in 1950. It
resulted in the conferment of protection to nearly 6 lakh tenants who held over 75
lakh acres of land , constituting 33 per cent of the total cultivated area. This was
considered to be one of the more progressive pieces of legislation in the state.
The AP (Andhra Area) Tenancy Act 1956 was enacted to ensure that tenant was
not evicted from her/his holding except by law. The result of this legislation is
mixed, often driving the tenancy underground.

Regarding land ceilings, as in most other states, the first round of
legislation in 1961 was a miserable failure. Following the evolution of the National
Guidelines, the AP (Ceiling on Agricultural Holdings) Act was passed in 1973. In
spite of several fraudulent means to falsely retain land, against an estimated
surplus land of 20 lakh acres, only 5.77 lakh acres were distributed among 4.79
lakh beneficiaries till the end of 2002. This amounted to just 1.25 per cent of the
net sown area. Of the beneficiaries, 42 per cent were SCs who were assigned 39
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per cent of land, while STs constituted 14 per cent of the beneficiaries
accounting for 20 per cent of the land. A major step in land distribution in the
state was the assignment of government land to the landless poor, which
accounted for 12.5 per cent of the new sown area. Andhra Pradesh, along with
West Bengal and Jammu and Kashmir, is one of the few states to have
substantially redistributed government held land. By the end of 2002, 43.21 lakh
acres were distributed among 23.98 lakh beneficiaries, of whom 24 per cent were

SCs and 28 per cent were STs.

Il. Current issues relating to land

Land relations in Andhra Pradesh are extremely complicated and this
complexity has contributed significantly to the problems facing actual cultivators
in the state. Because of the fact that in many areas (especially Telengana) the
names of the current holders and actual cultivators are not recorded in the land
registers, such cultivators are not eligible for institutional finance and a range of
other public benefits such as compensation in the event of natural calamities,
and so on. In addition, some regions (especially in more irrigated areas) have a
high proportion of tenancy, which is typically unrecorded, and tenant farmers face
similar difficulties in accessing bank loans and other benefits. They are therefore
all driven to the informal credit market, which supplies loans at very high rates of
interest, which in turn adds greatly to their cost of cultivation. In tribal areas there
are even more difficult issues of land entitlement, especially as it is evident that
Act 1/1970 is not being properly implemented in the agency areas and tribal

people are being denied their land rights in such areas.

In large parts of the state, the existing land records do not accurately portray
the actual position with respect to land holding and cultivation. Subdivision and
fragmentation of holdings over generations, consequent upon household division,
are not reflected in the land records, which sometimes continue to list the names

of deceased holders, etc. This problem is especially acute in Telengana. The

26



settlement of revenue records is meant to take place every ten years because of
such processes of changing ownership and cultivation holdings. However, in
Andhra Pradesh, the resurvey and resettlement of revenue records have not
taken place for more than fifty years. This has meant increased disputes related

to land and insecurity of holding, especially for small farmers.

Additionally, women cultivators are rarely if ever listed as the owners of
land, even when they are the actual cultivators. This is despite the fact that the
Land Revenue Act of 1999 [in particular Section 98(1), 105(1) and (2E)] make it
the responsibility of the state government to enter the name or names of the

actual cultivators in the Record of Rights.

While there are no records and therefore no official statistics on the extent
of tenancy, reliable estimates suggest that tenancy is quite high, amounting to
around one-third of the cultivated land and often a larger proportion of farmers.
Table 1 provides some estimates based on a recent survey. In the field visits it
was found that, in addition to completely landless cultivators, many small farmers
who own very small plots also tend to lease in additional land. There was no
district without some amount of tenancy, and in some areas it is quite significant.
The incidence of tenancy tends to be higher in irrigated tracts and in regions
where rainfall is more plentiful, in other words, where there is more assured

water supply. Tenancy is particularly widespread in coastal Andhra.
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Table 3.1: Land holding structure in select villages from across Andhra Pradesh

Total Leasing | Total Leased
Households in Area
Per
cent Per Average
Total | Total of cent of |Size of
No. of |Owned Total Total |Owned
Name of Name of the |House| Area House| Area |Owned Holding
the Region Village holds |(Acres)| No. | holds |(Acres)|Area |(Acres)
South Coastal Mentipudi 90, 119 37| 41.11 60 50/ 1.32
Andhra Kothapalli 208 116 78, 37.5 80 69 0.55
Seethampet 170 375 28| 16.47 64| 17.07) 2.21
South Arepalli 339 1016 18 5.31 54| 5.31] 2.99
Telangana Tadiparti 216 724 15/ 6.94 68 9.39] 3.35
North Chinnapur 216 297 23] 10.65 43| 19.91| 1.37
Telangana Nagaram 170 379 14| 8.24 24| 6.33] 2.22
North Coastal Jonanki 151 271 43| 28.48 59| 21.77 1.8
Andhra B. Koduru 171 407 6 3.5 28] 6.89] 2.29
Rayalaseema | Cheldiganipalli 101 228 1| 0.03 1/ Negl 2.25
Total 1838 3931] 263 14.3] 641 16.31] 2.14

Source: R. S. Rao and M. Bharati (2003)

The increasing extent of tenancy over the past few decades has been
associated with a shift away from sharecropping to fixed rent tenancy. Earlier,
sharecropping tenancy dominated, with the crop being shared on a 50:50 basis.
However, most tenancy contracts are now fixed rent contracts. The fixed rent
systems are of two kinds: those which involve an advance of working capital from
the landlord, and those which involve no such advance. The latter type of

tenancy contracts tend to be more common.

Tenant farmers face a range of problems, dominantly stemming from the
lack of official recognition of tenancy and the fact that their status as actual
cultivators is nowhere recorded. This continues despite the fact that Sections
105(1) and (2E) of the Land Revenue Act 1999 stipulate that the names of
tenants should be recorded in the revenue records. This lack of recognition
effectively denies tenant farmers all access to institutional finance such as bank
credit and crop insurance. In addition, they cannot benefit from any of the

government schemes directed to farmers, or get any assistance or compensation
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at times of natural calamity, since such benefits go to the registered owner of the
land. Nor do they receive any of the free or subsidised inputs which are
distributed to owner cultivators from the state government, such as seeds,

subsidised fertilisers and pesticides and implements.

The field visits suggested that cash rent rates are typically quite high,
ranging from Rs. 3,000 per acre in unirrigated and less fertile areas (such as in
parts of Anantapur district) to as much as Rs. 7,000-9,000 per acre in irrigated
areas of higher soll fertility (such as in Guntur). In the fertile south coastal Andhra
region, rents can go up to as much as Rs. 15,000 per acre. These rates are in
direct contravention of the AP (Andhra area) Tenancy Act of 1956 and its 1974
amendment (Act 39 of 1974) under which land rents are controlled. In actual
practice tenants are currently paying more than 3 or 4 times the rents stipulated
in this Act.

As noted above, land ceiling laws have been relatively ineffective in Andhra
Pradesh. Only 5.1 lakhs of surplus land have been acquired in total, which
suggests that the laws have been counteracted on the ground by benami
transactions and distribution of large ownership holdings among family members.
In addition, in the recent past there appears to have been substantial corporate

acquisition of land, although exact data on this could not be found.

Despite this, operational holdings have become much less concentrated.
The available data presented below suggest that there has been a decline in the
absolute number and area covered by large and medium holdings since 1971.
There is therefore an increase in smaller holdings compared to large holdings,
and it is evident that many of these must be held under tenancy contracts. The
substantial increase in marginal holdings, which accounted for more than half of
farmers in the early 1990s, is likely to have contributed to the difficulties of

ensuring that cultivation provides a reasonable livelihood.
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Table 3.2: Distribution of operational holdings 1970-71 to 1995-96

Year Marginal Small | Semi-medium | Medium Large
(below 1 ha) | (1-2 ha) (2-4 ha) (4-10 ha) | (above 10 ha)
Per cent of holdings
1970-71 46.0 19.6 17.4 12.7 4.3
1995-96 59.4 21.3 13.2 5.3 0.8
Per cent of area

1970-71 8.0 11.3 19.2 35.2 26.3
1995-96 20.2 225 26.0 225 8.9

Source: Mahendradev and Mahajan (2004).

There is also substantial landlessness in rural Andhra Pradesh. The NSS
data show that AP has the second highest extent of landlessness among rural
households, after Punjab. Some of this landlessness is itself the result of the
growing difficulties of cultivation, as indebted small and marginal farmers have
been forced to sell or give up their land because of the inability to repay their
debts through the proceeds of farming. It is also the case that landlessness is

heavily concentrated among the Dalit and tribal populations.

Table 3.3: Per cent of landless households in rural areas

AP India
1987-88 45.9 35.4
1993-94 49.5 38.7
1999-2000 52.3 40.9

Source: NSS Surveys on Employment and Unemployment

There are increasing problems of soil degradation and fallow land. The
proportion of waste and fallow land has increased significantly since the early
1990s. This has actually meant a decline in cultivated area. While adverse
weather and rainfall conditions have certainly been associated with this, it is also

true that cultivation practices have eroded soil qualities over time. The problem is
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especially acute in certain areas of Rayalaseema and northern Telengana, where
cropping pattern shifts and greater use of chemical inputs have led to declining
soil fertility and even forced fallows. In other areas, the increase in current fallows
also reflects the lack of viability of cultivation, as small farmers migrate in search
of other incomes rather than cultivating their fields at a loss.

[1l. Recommendations

Regarding land records:

1. A fresh settlement of revenue records is imperative. This requires a
major administrative drive to record the actual cultivators. While this has to
be undertaken by the Revenue Department, it will require the assistance of

local governments and agencies.

2. It is necessary to record the changed land classification consequent upon
provision of assured irrigation, which affects the division between wet and dry
land. Revenue registers should be adjusted accordingly. This is also likely to

release more land for redistribution.

3. It is necessary to ensure that all the provisions of the Land Revenue Act of
1999 are complied with.

4. At the gram panchayat level, the post of Revenue Secretary should be

created.

4. Pattadar passbooks must be provided to all cultivators. A special drive should

ensure that women cultivators also receive passbooks.

5. Land rights of women as joint holders should be recognised under the Transfer

of Property Act.
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6. Land rights of tribal populations should be clearly recognised and tribal

farmers should also be issued pattadar passbooks.

7. Act 1 of 1970 should be implemented, with constant monitoring and prevention

of infiltration into tribal areas.

8. Land cases where tribal interests have been adversely affected should be
reopened.

9. The state government should computerise land settlement particulars and
ownership and enjoyment details, patta and survey-number wise, after rigorous
cross-checking of these details. These computerised particulars should be
available to farmers at the mandal level on payment of a small fee, employing
computerised touch-screens as is done in Tamil Nadu and Karnataka. Since
mutations are a continuing process, the state government should monitor all

kinds of transfers and changes closely and update the records accordingly.

Regarding tenancy:

1. It is the responsibility of the state government to record tenants as
cultivators and issue passbooks to them. The names of tenant farmers
(including also women) must be recorded in the revenue records, through a
systematic official drive over three months. In such registration, the onus
should not be on the tenant to prove his/her tenancy, but on the landlord to

disprove it.
2. Tenant farmers should receive tenant passbooks and all financial institutions

(banks, co-operative societies, insurance companies, etc.) should honour these
passbooks for extending credit and other facilities.
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3. Tenant farmers as actual cultivators should be entitled to the various benefits
provided by government to other farmers, including subsidised inputs,
compensation for losses during calamities, etc. This will require careful
separation of owners from tenants and clearly establishing who is actually
cultivating any piece of land, which means continuous monitoring by some local
body.

4. The existing rules with respect to rent ceilings should be enforced. Once

again, this will require monitoring by local bodies

Medium term proposal:

1. The existing tenancy legislation is widely considered to be too rigid,
preventing the owners from entering into any recorded contract and
responsible for driving tenancy underground. The legislation should be
modified so at to ensure open tenancy with adequate security to the tenant.

Both fixed rent tenants and sharecroppers should be protected.

Regarding land distribution:

1. The state government should take an inventory of all its land, especially
around urban centres, and identify illegal occupation, including any which have
been subsequently regularised, over the past 20 years. For currently illegal
occupation, the land should be resumed by the state government of the current
holders should be made to pay the current land value of the land. In cases of
regularisation, the justification for this should be reviewed, and in cases where
this is not found to be justified, the same procedure of resumption by the state or

payment of current market prices should be followed.
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2. There is considerable scope for further land redistribution, particularly

when waste and cultivable lands are taken into account.

3. Public lands which have been given away on the basis of specific promises
over the past 20 years should be reviewed, and in cases where the promises on
the basis of which the land was allotted have not been kept, the land may be

resumed or the current market value of the land may be charged to the holders.

4. The Act preventing alienation of redistributed land has not been enforced. The
state government must examine all such cases, resume such land wherever it is

identified and restored to original assignees.

5. In cases of displacement of farmers due to irrigation schemes and other such
projects, similar land of the same size should be provided to the displaced

farmers in the same command area.

6. The state government should undertake a drive to identify waste and long-term

fallow lands. This can be done by Gram Panchayats/Gram Sabhas.

7. Agricultural land held by religious institutions should be given on long lease to

the landless poor.

6. In terms of the mechanism for land distribution, the Assigment Committee
should not be in the hands of political leaders. However, Gram Panchayats
should be associated and Gram Sabhas should decide on the eligibility and
priority of beneficiaries, with actual responsibility for assignment resting with by
the officials of the Department of Revenue, monitored by Collectors associating

with people’s committees.

7. The future assignment of land to beneficiaries should be in favour of women

as far as possible. In general there should be clear criteria for assignment of
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land, noting features of the beneficiaries such as single :parent, widowed, SC/ST,

etc.

8. Complementary inputs for cultivation (such as initial land development, input
minikits, credit, etc.) should be provided to all assignees.

9. There is nearly 1 lakh acres of land under cultivation by tribal farmers in so-

called forest areas and occupied before 1980. This should be regularised.
10. The right of the rural poor to access and use Common Property Resources
(ranging from fruit trees on common land to minor forest produce) should be

ensured.

11. The AP Homestead Act (date) should be revised by the date of applicability

and must be enforced to provide homestead land to all rural households.

12. The Panchayats (Extension to Scheduled Areas) Act has been held up
because the Gram Sabha has not been defined in rural areas. The rules should
be notified and the Act must be implemented.

Proposals for the medium-term

13. Co-operative joint farming societies should be promoted in case of very small

and marginal holdings.
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