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Tamil Nadu is one of India’s most agriculturally deve-
loped states, but has high-income inequality and indeb-
tedness among its farmers. This study explores the
dynamics of farm indebtedness among farmers in the
Cauvery Delta Zone of combined Tamil Nadu state
and Puducherry Union Territory. Resonating with the
state-level trend, income inequality among the sampled
farm households is significantly high, with a Gini coef-
ficient of 0.56, and it decreases with an increase in
farm size. Similarly, 80% of farmers are indebted,
with the incidence of indebtedness, extent of indebted-
ness and proportion of institutional loanees increasing
with farm size. Though all categories of farmers have
considerable access to institutional credit, large farm-
ers can fulfil all their credit needs through institutional
sources, while small landholders have to fulfil almost
30% of their credit needs through non-institutional
sources. Elderly farmers, large landholders and farm
households with more dependent members are more
prone to indebtedness than their counterparts, while
farm households earning more income and possessing
more assets are less prone to indebtedness. Various
production, weather, market and institutional con-
straints deter farmers from repaying their outstanding
loans, resulting in a vicious cycle of indebtedness.
Therefore, farmers and youth of small farm house-
holds should improve their alternative employment
opportunities by utilizing the state-sponsored skill de-
velopment programmes and enhance their financial
accessibility by availing Kisan Credit Cards.
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The agrarian crisis currently unfolding in India is exempli-
fied by decelerating growth of agricultural production and
Gross Domestic Product (GDPY?, marginalization of land
holdings’, increasing poverty gap with marginalization®
agriculture becoming unremunerative with increasing ex-
penditure and decreasing commodity prices’, declining
public investment in rural infrastructure®, growing irrele-
vance of price support policies’, widening income disparity
between rural and urban households as well as betwess
cultivators and non-cultivators®, non-occurrence of classics
agrarian transition’, and predatory commodity prices =
the international market®.

This agrarian crisis is linked to the neoliberal policics
implemented by the Government of India (Gol) simce
1991, after taking a USS$ 4.8 billion loan from the Internatie
nal Monetary Fund (IMF)*. As a part of the financial sec
tor restructuring measures to tide over the twin probless
of inflation and the difficult balance of payments positios
Gol reduced the tariff barriers on agricultural commoditic:
public support for small-scale farming, input subsidi=
incentive prizing, public expenditure on agricultural r==
earch and extension services, institutional credit to k¥os
culture, and universal public distribution system'*"’

Many developing countries across Africa, Latin Amesies
and Asia which implemented loan-conditioned deflatie
ary policies, viz. cuts in Central Government expendizss
limits on credit expansion, reduction in budget defics
GDP ratio, wage restraint and currency devaluation du—
the 1980s have faced similar consequences ~ per camim
real GDP declined, food security was adversely affecus
due to increased cash-crop production for exports = 8=
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