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ANALYSIS

Farm loan wavier: Will put States in a financial
spot
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The loan waiver is likely to benefit 40 lakh farmers but banks are unhappy

States’ gross fiscal deficit to GSDP ratio crossed the comfortable mark of
3% in FY18

BL RESEARCH BUREAU

Over the last few days, the newly elected Congress governments in different States have been announcing
waiver of farm loans of several thousand crores. The loans waived so far total up to a massive 22.10 lakh
crore.

This includes the ¥36,000-crore write-off done by Yogi Adityanath in April (2017) in Uttar Pradesh and
%34,500-crore waiver by Devendra Fadnavis in June (2017) in Maharashtra.

Bankers and economists are crying foul at this move of the States, not without reasons.
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State finances are in a precarious situation shows data. The total outstanding liabilities (as at end-March

on 2019 Budget Estimates) as a percentage of GSDP (Gross State Domestic Product) was 41.5 per cent for
Punjab, 33.6 per cent for Rajasthan, 26.2 per cent for Uttar Pradesh and 25.5 per cent for Madhya Pradesh.

The total outstanding liability of UP as well as Rajasthan is over Z3 lakh crore. Madhya Pradesh has
outstanding loans of 22 lakh crore. Maharashtra has the highest debt of all States — %¥4.96 lakh crore — but
its debt-to-GSDP ratio is a not so alarming at 17.5 per cent.

Loan waivers are thus set to squeeze State budgets further and deliver a blow to investments, affecting

employment and wage growth in the coming year.

Chances are also high that States will finally end up attaching many conditions to their waivers and not

cover all the farmers, say experts.
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The loans waivers since 2017 have already created fiscal pressure for the States. In 2017, Maharashtra,
Uttar Pradesh and Punjab sanctioned farm loan waivers to the tune of 334,000 crore (1.3 per cent of
GSDP), 236,000 core (2.7 per cent of GSDP) and 210,000 crore (2.1 per cent of GSDP), respectively.
Rajasthan followed suit with a debt waiver announcement of 8,000 crore in February 2018 amounting to
0.9 per cent of GSDP.

Thus, in 2017-18 the States crossed the comfortable mark of 3 per cent in gross fiscal deficit (GFD) to gross
domestic product (GDP) ratio.
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The fall in tax revenue alongside higher revenue expenditure following loan waivers and pay revisions,
may be attributed to this, says a study of the Reserve Bank of India on State finances.

Published on December 20,2018
TOPICS farm loans

RELATED < >

Farm loan wavier: Lending to be hit, NPAs to go up

Farm lending by banks in the three States — Madhya Pradesh, Chattisgarh, ...

Previous Story Next Story
APEDA-certified lab in Theni by next year Farm loan wavier: Lending to be hit, NPAs to go up

Get more of your favourite news delivered to your inbox

Email Subscribe

Promoted Content

Recommended by

The British Prime Minisier And Remove FAT from your belly ina [High Tech] - $99 mini drone
George Clooney Share More week! Even old fat goes away if  takes India by storm (see why)
Mansion Global healthyindia.life ZaloTech

More From The Hindu Business Line

https://www.thehindubusinessline.com/economy/agri-business/will-put-states-in-a-financial-spot/article25791262.ece 4/8


https://www.thehindubusinessline.com/topic/farm_loans
https://www.thehindubusinessline.com/economy/agri-business/apeda-certified-lab-in-theni-by-next-year/article25791521.ece
https://www.thehindubusinessline.com/economy/agri-business/lending-to-be-hit-npas-to-go-up/article25791238.ece
https://www.mansionglobal.com/articles/what-do-the-british-prime-minister-and-george-clooney-have-in-common-34798?mod=mansiongl_edit_outbrain_Dec&mod=outbrain_71135&utm_campaign=71135&utm_term=$publisher_name$&obOrigUrl=true
http://godseye.online/trk/?pgmid=443&campaign_id=0040609f6e8dd59f98a3c5993b94cc6d4b&site_id=$publisher_name$_$section_name$&creative_id=003ddcec5b5fa512aad7eb996c1ed94c39&subid1=$ob_click_id$&obOrigUrl=true
https://capkona.com/8f80532d16d416ab83b4/?c1=00f9a09a194c3a76951bce7fda4867c78f&c2=%5BHigh+Tech%5D+-+%2499+mini+drone+takes+%24%7Bcountry%7D%24+by+storm+%28see+why%29&c3=DroneX+Pro+is+the+best+invention+in+2018&c4=$origsrcname$&c5=$time_stamp$&c6=$section_name$&c7=$section_id$&OutbrainClickId=$ob_click_id$&obOrigUrl=true
https://www.outbrain.com/what-is/default/en
https://www.thehindubusinessline.com/economy/agri-business/lending-to-be-hit-npas-to-go-up/article25791238.ece
https://www.thehindubusinessline.com/economy/agri-business/lending-to-be-hit-npas-to-go-up/article25791238.ece
https://www.thehindubusinessline.com/economy/agri-business/lending-to-be-hit-npas-to-go-up/article25791238.ece

12/21/2018 Farm loan wavier: Will put States in a financial spot - The Hindu BusinessLine

\(,

- - S .
Google launches new app Amitabh Bachchan pays off Welspun MD buys flat worth Rs
Neighbourly loans of 1398 UP farmers 150 cr in central Mumbai tower

9

Telangana regulator fixes ¥6 ef Jet Airways to shut services to 9
unit tariff for electric vehicle airports from February

Indian-American elected ‘The life insurance industry is India’s first engine-less train set
president of Harvard student coming together to build to hit tracks on Oct 29
MORE FROM BUSINESSLINE

Jet Airways to shut services to 9 airports from February

In a bid to drive better cost efficiencies, Jet Airways will withdraw services from nine airports in
India and Gulf by February 2019. According to a Jet Airways spokesperson, the operations have
been
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Multiple health policies, 2 ways to claim

Decide which insurer to go with and take the cashless or reimbursement route

KPIT Technologies (¥228.2): Buy

The stock of KPIT Technologies surged 5 per cent accompanied with above average volume on
Wednesday. This rally gives traders with a short-term perspective an opportunity to buy the stock
at current |
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