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Why This Sloppiness
Over Vijay Mallya?

Conduct of the extradition affects India's image

Industrialist Vijay Mallya, whose extradition India has
sought from Britain, accounts, at best, for 1% of the non-
performing assets of India’s banking system. But he has
an outsized presence in general, as the king of good ti-
mes, before he decamped tothelesshot climes of Britain,
and in particular, in the narrative of the government’s
pursuit of economic wrongdoers. When the government
claims to have a strong, clinching case against Mallya, it
is strange that the relevant authorities have not been ab-
le to present it to the British authorities in time for their
counsel to argue effectively for the industrialist’s extra-
dition to India, before the judge who heard the case and
hasnow postponed the hearingto December 4. Tardiness
in presenting evidence in alegal system that disposes of
cases, instead of stretchingthem outoveryearsof uncer-
tainty as happens in India, amounts to sloppiness.

How India marshals evidence and prosecutes its case
has a bearing not just on the specific outcome that is be-
.= ingsought,butonforeign perceptions
% of India’s decisionmaking and legal
& processesas well. As it is, India’s ran-

&2 racts, inthe World Bank’s ‘Ease of Do-
S~ ing Business’ ranking, is so low that
India has questioned the validity of
the bank’s methodology. Seemingly
sloppy handling of prosecuting a high-profile economic
offender will dolittle toimprove India’s ability to convin-
ceforeign investorsthat it iseasy todo business in the co-
untry. India’s stake in Vijay Mallya, whether at large
abroad or brought to book at home, is, in other words,
way smaller than the impact sloppy handling of the pur-
suit of that stake can potentially have on investor confi-
dence inthe Indian economy.

Thefinanceministry and the RBI are workingonresol-
ving some of the keyloansthat have turned bad, accoun-
tingfor a quarter of the total non-performingassets. Itis
far more important to get this right than to pursue ab-
sconding billionaires in foreign lands. If such pursuit is
viable, it must be executed with assured deftness, not al-
lowed tofail in itself and therest of the economy, too.

Prepare Regulation
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Waiving farm loans is not only bad for the economy but also detrimental to interests of the farmer

The Great Indian Crop Trick
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armers, from Punjab in the

north to Tamil Nadu in the

south, have started agita-

tions demanding farm loans

be waived. The Uttar Pra-
desh and Maharashtra governments
have already considered it politically
expedient to write them off. Some
other states may follow the suit. Howe-
ver, such decisions are as misguided
asthey are misleading.

Nonetheless, it will be a mistake to
treat the agitations as a domino effect
of the UP government’s decision to
waive loans worth 236,359 crore. It isa
manifestation of an agrarian crisis
that has been in the offing for several
years now.

After two years of drought-like
conditions in Maharashtra and seve-
ral other parts of the country, the
monsoon last year was normal. Far-
mersrespondedtotherain and offici-
al announcements by increasing the
sowingof lentils, oilseeds and coarse
cereal, which traditionally used tobe
in short supply. However, the govern-
ments did not keep their end of the
bargain. Neither procurement facili-
ties nor remunerative prices were
provided as promised.

On top of that, due to the cyclical
nature of global food prices, imports
have become cheap. Consequently,
the wholesale prices of lentils have
declined drastically. For example,
price of tur has declined from %110
perkgin2015tolessthan?40perkgin
2016. Mandi prices of fruits and vege-
tables crashed in the aftermath of de-
monetisation.

Farmers could not sell tomatoes
even at 1 a kg. More recently, the bo-

untiful production of onionsand pota-
toes has sent their prices literally
through the floor. All this has had so-
me dampening effect on the consumer
price index (CPI), even though gains
tothe consumerhave been modest due
to large number of intermediaries
and wastage.

Farm Inputs

In contrast, the prices of farm inputs
have increased sharply. The official
estimatesreported in this paper (‘Far-
mers’ ire not about loans alone’,
g00.gl/iWigZu, June 10) suggest that
for several widely cultivated cropsfar-
mers are suffering substantial losses.
In Madhya Pradesh, wheat has fet-
ched a meagre profit of just 2% while
paddy inflicted aloss of 15%.

These numbers are not surpri-
sing. During the last three years, the
minimum support prices (MSP) for
most crops have been raised negli-
gibly, especially when compared to
the previous three years (see table).
The combination of high costs and
low MSP have eroded the viability of
agriculture.

Anongoing study shows that in Ha-
ryana, the average rent (price deman-
ded on leased out land) has decreased
from aboutZ37,000 per acre per year in
2014 to 724,000 this year. The vagaries
of weather and volatility in paddy pri-
ces have made the situation worse.
Many panchayats failed to rent out
theirland, even after several attempts.

The crisis in agriculture has cau-
sed distress to the entire rural econo-
my. However, the waiving of farm lo-
ansisnotonly badfortheeconomy but
isalsodetrimental tothelong-termin-
terests of the farmer.

Itincentivises even debtors capab-
le of repaying loans to default. Un-
surprisingly, the recent waiver anno-
unced by the Maharashtra govern-
ment is expected to cost30,500 crore,
almostfourtimestheloans waived in
the 2008-09 scheme of the UPA go-
vernment.

Waiving farm loans was a bad deci-
sion then. It is a bad idea even now.

Waiving farm loans was a bad decision then. It is a
bad idea now. Just like the 2008-09 scheme, the
latest round cannot improve conditions of farmers

Itis a burning question

Justlike the 2008-09 scheme, thelatest
round cannot improve conditions of
farmers. However, it will eat into in-
vestments in infrastructure and pub-
lic goods.

Provide Credit

If the Centre is serious about doub-
ling farm income, it should focus on
increasing the availability of institu-
tional credit in rural areas. Accor-
ding to the latest RBI data, the avera-
ge value of credit advanced by sche-
duled commercial banks inrural are-
asisonlyz1.281akh per borrower. The
average credit advanced to small bor-
rowers — small and marginal fa-
mers, artisans etc—is a mere49,681.

According to recent reports, the
rate of growth for lending to agri-
culture has come down to 2.5%. In
such ascenario, small and marginal
farmersareforced toraise 40-60 % of
their debt from non-institutional
lenders at usurious rates. Saving
them fromthe clutches of the money-
lender should be a high priority. Sin-
ce most farmers have bank accounts
now, such an objective is attainable.
Farming can become viable only by
supplementing it with activities like
animal husbandry.

Besides, the Pradhan Mantri Fasal
Bima Yojana (crop insurance scheme)
should extend insurance coverage to
partially damaged crops. It should tar-
get at the farm-household level, and
extend the time horizon of coverage
up tofive years so as to cover both nor-
mal and bad years. Also, there is a ne-
ed to increase productivity of agricul-
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ture by improving irrigation faciliti-
es, water harvesting and soil conser-
vation technologies.

Finally, it is equally important to
protect consumers’ interests while
making farming remunerative. This
requires amending the Agricultural
Produce Market Committee Act and
augmenting storage facilities to re-
duce wastage of fruits and vegetab-
les. These last two issues fall under
the domain of the states. But the ru-
ling coalition at the Centre also rules
several key states, making it very
much viable.

The writer is Professor; Delhi School of
Economics
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