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I 
 

INTRODUCTION 
 
The global economy has faced two serious but unconnected crises in quick 

succession during the past four years.  The years 2007 and 2008 witnessed an 
unprecedented rise in food prices (Chand, 2008) which forced the global community 
to pay more attention to the agricultural sector. While many international 
development agencies and countries were devising strategies to fix problems in the 
food sector, another rather more serious crisis occurred around the same time known 
as the global financial crisis. This crisis was fuelled by easy monetary policies and 
had its roots in the massive borrowings in the U.S.A. and some European countries. 
Housing loans formed a big part of this massive financial expansion to borrowers, 
many of which were not creditworthy. The enormous, excessive and unregulated 
lending which continued for several years created a huge price bubble in housing and 
other assets which started to burst in the middle of 2007 and caused a financial 
collapse in September 2008 when major American investment banks collapsed. This 
led to freeze of credit in developed market economies and transmitted a liquidity 
squeeze to global financial systems. In order to check the adverse effects of the 
financial crisis on various economic activities, governments in the US and Europe 
launched a massive bail out of their financial institutions and stimulus packages. 
Despite this, the slowdown in economic activity quickly spread across the world. By 
the end of 2008 it was felt that the global recession caused by the financial crisis was 
the worst since the Great Depression of 1929-1932.       

As the global meltdown followed the global food crisis, countries affected by the 
increase in food prices had to cope up with twin crises. The increase in food prices 
during 2007-08 caused much more adverse effect on the developing countries, 
compared to developed countries, due to the high share of food in total consumer 
expenditure and due to already existing vulnerabilities like hunger and malnutrition in 
the former. This meant that the developing countries like India had to manage another 
crisis after the food crisis. While the high food prices directly threatened to aggravate 
persisting hunger and malnutrition problem, the global meltdown was threatening to 
cause a slowdown in the economic activities and consequent loss of employment 
opportunities. How would global slowdown affect agriculture sector which was 
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already suffering from neglect in most of the countries, as per the World 
Development Report on Agriculture (World Bank, 2008).  On the face of it, it appears 
that the slowdown in general economic activity would adversely affect the domestic 
and overseas demand for agri-food products which in turn causes an adverse effect on 
farm output and prices. Similarly, the economic slowdown could affect public 
investment in agriculture due to diversion of resources for economic stimulus to 
financial, manufacturing, and services sectors. Thus, it was feared that the 
agricultural sector would suffer in the wake of global economic meltdown if 
appropriate steps were not taken to push the sector at this time. However, all changes 
associated with the global economic meltdown were not expected to affect agriculture 
in the same way; some of those could even have favourable effect.  

 
II 
 

EXPECTED IMPACT OF GLOBAL MELTDOWN ON AGRICULTURE SECTOR 
 
The various ways in which global financial crisis and economic slowdown could 

affect the agricultural sector are outlined below:   
 
• A slowdown in the demand for agricultural products in the domestic and 

overseas markets would affect the prices of agricultural commodities and the 
profitability of agricultural production.  

• Due to the global meltdown there is a definite deceleration in the growth of 
the overall economy. This has an effect on the resources available with the 
Government for various sectors. This could be seen from agricultural 
advances from commercial banks and public investment in agriculture both 
of which were expected to lead to a decline due to slowdown in gross 
domestic product (GDP) growth. 

• The global meltdown could lead to fierce trade competition - difficulty to 
export and to compete with imports. 

• As the global meltdown was expected to affect the manufacturing and 
services sector more seriously than agriculture, this could result in improved 
terms of trade for agriculture, which is a positive factor for agriculture. 

• The prices of inputs, particularly those based on energy prices, were expected 
to fall due to the global meltdown. This would reduce the prices of fertiliser, 
diesel, and transport, etc., This could have a favourable effect on input use 
and production. 

 
Accordingly, changes in the following indicators during the period and 

subsequent to the global meltdown have been used in this paper to assess the impact 
of the global economic slowdown and financial crisis on India’s agricultural sector: 
(1) Agricultural advances by institutional sources, (2) Public and private  investment 
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in agriculture, (3) Subsidies on farm inputs, (4) Agricultural exports and agricultural 
imports, (5) Terms of trade for agriculture, (6) Fertiliser production and prices, (7) 
Performance of agriculture sector and (8) Inflation in food and non-food 
commodities. 

The global financial crisis started impacting the Western economies in the third 
quarter of year 2007.  In India till mid 2008 it was perceived as a problem of rich 
countries and it was widely felt that India was decoupled from the slowdown in 
advanced economies. Till Q2 of year 2008-09 India’s GDP was showing a robust 
growth of 7.5 per cent. After several quarters of high performance, India’s GDP 
growth decelerated to reach a level of 6.2 per cent in Q3 of the year 2008-09 (Table 
1). This was the first major worrying impact of global slowdown on the Indian 
economy. Accordingly, this paper looks at the impact of the global slowdown on 
India’s agricultural sector by looking at the changes in various factors and policies 
that affect agriculture, using September 2008 as a dividing line for the pre- and post 
crisis period. The effect is also seen through the changes in the growth rate of the 
agricultural sector. 

 
TABLE 1. QUARTERLY GROWTH RATES OF DIFFERENT SECTORS BASED ON BASE YEAR 2004-05 

(per cent) 

Year 
(1) 

Quarter 
(2) 

Agriculture  and 
allied 

(3) 
Industry 

(4) 
Services 

(5) 
GDP 
(5) 

2007-08 
 
 
 

q1 3.1 10.5 10.7 9.3 
q2 3.9 9.5 10.5 9.4 
q3 8.7 9.5 10.2 9.7 
q4 2.1 7.8 10.4 8.5 

2008-09 
 
 
 

q1 3.2 5.2 9.4 7.6 
q2 2.4 4.9 9.4 7.5 
q3 -1.4 1.7 10.3 6.2 
q4 3.3 0.8 8.0 5.8 

2009-10 
 
 
 

q1 2.4 4.2 7.7 6.1 
q2 0.9 9.1 8.9 7.9 
q3 -2.8 12.8 6.6 6.0 
q4  NA    NA    NA NA 

Sources: Central Statistical Organisation and Macroeconomic and Monetary Developments in 2009-10, Reserve 
Bank of India. 

Note:  Q1, Q2, Q3 and Q4 denote periods April –June, July-Sept, Oct-Dec and Jan-March respectively. 
 

III 
 

RESULTS AND DISCUSSION 
  

As mentioned before, the impact of the global economic crisis on Indian 
agriculture is examined by looking at various factors which affect agriculture and 
which are expected to be affected by the global economic slowdown. These factors 
are divided into three categories (a) resource flow and input use in agriculture, (b) 
terms of trade for agriculture sector and (c) effect transmitted through trade (export 
and import). Discussion on these aspects is followed by discussion on the agricultural 
sector performance, prices and agrarian distress. 
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Resource Flow  
 
 Due to the rising commercialisation of agriculture, the farmers’ need for credit 
has been increasing rapidly. Advances to agriculture as per cent of the value of 
agricultural output (VAO) from institutional sources increased from 27.16 per cent 
during 2004-05 to 38.76 per cent during 2006-07. There was a small dip during 2007-
08 after which the ratio of credit flow to sectoral output of agriculture increased to 
38.69 per cent.  These trends show that there was no decline in the flow of 
institutional credit to agriculture during the period of the global economic slowdown.  
 The public and private investments in agriculture in real terms kept rising post 
global recession (Table 2). The level of public investment at 2004-05 prices increased 
from Rs. 23.04 thousand crores in the year 2007-08 when global meltdown started at 
Rs. 24.5 thousand crores during 2008-09 when the maximum impact of global 
meltdown was felt on the global economy. Private investments in fact shot up by 20 
per cent during 2008-09. The main reason for such a big increase in private 
investments in agriculture seems to be the waiving of loans of institutional sources by 
the government implemented during 2008-09. Under this scheme, the centre 
announced a debt relief to the tune of about Rs. 71,000 crores to small and marginal 
farmers. The scheme was applicable to ‘direct agricultural loans’ which are short-
term production loans and investment loans provided directly to the farmers for 
agricultural purposes. The scheme announced complete waiver for ‘marginal and 
small farmers’ and one time settlement (OTS) scheme with 25 per cent rebate for 
‘other farmers’. About 3.68 crore farmers have benefited from the scheme involving 
debt waiver and debt relief of Rs. 65,318 crores (Economic Survey, 2009-10). The 
support to the agricultural sector through the debt relief package comes to 8.5 per 
cent of GDP of agriculture and allied sectors. 
 

TABLE 2.  RESOURCE FLOW IN INDIAN AGRICULTURE FROM 2004-05 TO 2008-09 
 

Resources 
(1) 

2004-05 
(2) 

2005-06 
(3) 

2006-07 
(4) 

2007-08 
(5) 

2008-09 
(6) 

Public investments in agriculture at 2004-05 
prices: Rs. crore 16183 19909 22978 23039 24452 
Private investments in agriculture at 2004-
05 prices: Rs. crore 62665 73211 71422 86967 114145 
Agriculture subsidies at current prices: Rs. 
crore 47364 58111 59328 85425 159210 
Advances to agriculture  at current prices: 
Rs.crore 

 
125309 

 
180486 

 
229401 

 
254658 

 
287149 

Public investment as per cent  of  VAO 3.51 3.90 4.33 4.03 4.28 
Private investment as per cent  of  VAO 13.58 14.44 13.33 14.91 19.34 
Agriculture subsidies as  per cent  of  VAO 10.27 10.92 10.02 12.57 21.45 
Institutional loans to agriculture as per cent  
of  VAO 

27.16 33.92 38.76 37.48 38.69 

Sources: Agricultural Statistics at a Glance 2009, Ministry of Agriculture, Government of India. Economic 
Survey 2009-10, Ministry of Finance, Government of India.  National Accounts Statistics 2010, Central Statistical 
Organisation, Government of India. 
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The increase in public and private investments in agriculture was much larger 
than the increase in agricultural output which resulted in an increase in the ratio of 
public as well as private investments in value of agricultural output.  Subsidies on 
inputs given to agriculture increased at a much faster rate than investments and 
agricultural output. The share of subsidies in the value of agricultural output doubled 
in two years after 2006-07.  The level of subsidies on inputs like fertiliser, irrigation 
and power increased from 14.91 per cent of the value of agricultural output to 19.34 
per cent during 2008-09. These results show that there was no adverse affect of 
global recession and slowdown in the growth rate of the Indian economy on resource 
flow to the agricultural sector. On the contrary, resource flow to agriculture in the 
form of institutional credit, public investments, and subsidies showed significant 
increase during 2008-09.  

 
Input Use 
 

Fertiliser and quality seeds are important determinants of growth in the 
agricultural output. The use of NPK during 2008-09 increased to 24.9 million tonnes 
from 22.6 million tonnes in the previous year (Table 3). This shows that during the 
year of the global recession, fertiliser use in Indian agriculture increased by more than 
10 per cent. Besides other factors the price of fertiliser played a major role in pushing 
fertiliser use.  There was no increase in nominal prices of any of the fertiliers during 
the year 2008-09 while the prices of most of the farm products witnessed a sharp 
increase during this year. Similarly, the distribution of quality seeds by various public 
agencies increased from 17.90 mt during 2007-08 to 19.0 mt during 2008-09.    

 
TABLE 3.  INPUT USE IN INDIAN AGRICULTURE FROM 2004-05 TO 2008-09 

 
Resources 
(1) 

2004-05 
(2) 

2005-06 
(3) 

2006-07 
(4) 

2007-08 
(5) 

2008-09 
(6) 

NPK  consumption (million tonnes) 18.3 20.3 21.7 22.6 24.9 
Fertiliser prices (Rs. /kg NPK) 12.50 12.97 13.08 12.92 12.87 
Distribution of certified/quality seed  
(mt) 

11.31 12.67 15.50 17.90 19.00 

Sources: Agricultural Statistics at a Glance 2009, Ministry of Agriculture, Government of India. Economic 
Survey 2009-10, Ministry of Finance, Government of India. National Accounts Statistics 2010, Central Statistical 
Organisation, Government of India.  Fertilisers Statistics, 2007-08, Fertiliser Association of India, New Delhi.  
 
Terms of Trade 

 
The implicit index of agricultural prices computed by taking the ratio of GDP 

agriculture at current prices to constant prices with the new base year (2004-05) 
shows that agricultural prices have been rising at a faster rate as compared to the 
implicit price index for GDP non-agriculture (Table 4).  As a result, the terms of trade 
for agriculture improved considerably since the beginning of the global recession. It 
seems that the global melt down affected demand for non- agricultural products more 
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severely than the demand for agriculture products. This resulted in an improvement in 
the terms of trade for agriculture since the beginning of global slowdown.  

 
TABLE 4. TERMS OF TRADE IN INDIAN AGRICULTURE FROM 2004-05 TO 2008-09 

 
 
Period 
(1) 

Implicit index of 
agriculture 

(2) 

Implicit index of 
non-agriculture 

(3) 

 
Terms of trade 

(4) 
2004-05 1.00 1.00 1.00 
2005-06 1.08 1.04 1.04 
2006-07 1.16 1.10 1.05 
2007-08 1.28 1.15 1.11 
2008-09 1.40 1.24 1.13 
2009-10 1.51 1.26 1.20 

Source: Computed from National Accounts Statistics 2010, Central Statistical Organisation. 
 
Agricultural Exports and Imports 

 
India exported agricultural goods worth US$ 13.8 billion and it imported 

agricultural commodities worth $ 6.57 billion during 2006-07 (Table 5). During 
2007-08, the export and net trade followed a substantial increase partly due to 
depreciation of Indian rupee vis-a-vis US$. There was a slight fall in net trade of the 
agricultural sector due to faster growth of import compared to export. Exports as a 
per cent of the value of agricultural output marginally declined, the reason for which 
seems to be a decline in the growth rate of domestic production which dropped to 1.6 
per cent during 2008-09 from more than 5 per cent level during 2007-08. These 
changes suggest that the global recession did not cause any significant influence on 
India’s agricultural trade.  

 
TABLE 5. PERFORMANCE OF INDIA’S AGRICULTURAL EXPORTS AND IMPORTS  

DURING 2006-07 TO 2008-09 
 

Trade particulars 
(1) 

2006-07 
(2) 

2007-08 
(3) 

2008-09 
(4) 

Agricultural exports (Rs.crores) 62411 79040 85962 

Agricultural imports (Rs.crores) 29638 29906 36734 

Exports as per cent of GDP 10.46 11.42 11.21 

Imports as a per cent of GDP 4.97 4.32 4.79 

Agricultural exports ( US$ million) 13835 19700 19079 

Agricultural imports ( US$ million) 6570 7454 8153 
Sources: Agricultural Statistics at a Glance 2009, Ministry of Agriculture, Government of India. Economic 

Survey 2009-10, Ministry of Finance, Government of India.  National Accounts Statistics 2010, Central Statistical 
Organisation, Government of India. 
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Agriculture Performance 
 
The annual rate of change in agricultural output during the last six years is 

presented in Table 6, it shows that the agricultural output increased by more than 4 
per cent per year during 2005-06 to 2007-08 and then dropped to less than 1 per cent 
during 2008-09. The GDP of agriculture and allied sector is expected to decline by 
0.17 per cent during 2009-10. These changes show that the growth of agricultural 
output dropped very sharply when there was a slowdown in global economy. The 
pertinent question here is whether the slow down and decline in the agricultural 
output during 2008-09 and 2009-10 can be ascribed to the effect of the global 
recession? The apparent answer may be yes but to arrive at credible inference on this, 
there is a need to look at what caused a slowdown in agricultural growth.  

The level of fertiliser use, seed supply, credit supply, public and private 
investments and agriculture prices, all of which are known to have a positive effect 
on the agricultural output show improvement during 2008-09 over 2007-08. Various 
studies show that in addition to the factors mentioned above the agricultural 
production in India depend critically on distribution and the amount of rainfall 
received in the country. Therefore, to find a credible answer to the slowdown in 
agricultural growth during 2008-09 and a decline during 2009-10, there is a need to 
look at the rainfall pattern in these two years. This information is presented in Table 6 
which shows that the growth rate in India’s agriculture output fluctuates according to 
the level of rainfall received in the country. The rainfall was almost normal during 
2005-06 and 2007-08 when India recorded a growth rate of 5.25 and 4.73 
respectively. During 2006-07, rainfall was deficit by 5 per cent and India recorded 
growth rate of 3.7 per cent in GDP agriculture. During 2004-05, rainfall was deficit 
by 9 per cent and growth rate was 0.05 per cent. During 2008-09, rainfall was deficit 
to the extent of 10 per cent and the growth rate decelerated to 1.6 per cent. In 2009-
10, with rainfall deficiency exceeding 20 per cent, the agricultural output is expected 
to show a negative growth. Based on this, it appears that a slow down in the 
agricultural growth during 2008-09 was caused by the behaviour of rainfall and not 
because of transmission of effect of the global recession. Another indicator which 
refutes the effect of the global meltdown in causing slow down of Indian agriculture 
is the breakup of growth rate between crop and livestock sector. It is interesting to 
point out that the output of livestock sector at constant prices showed an accelerated 
growth rate during 2008-09 as this sector is normally not affected by fluctuation in 
rainfall (Chand 2009a), and, the slowdown in India’s agriculture output was caused 
by a negative growth of the crop sector which heavily depends on rainfall in the 
country. 
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TABLE 6.  GROWTH PERFORMANCE OF AGRICULTURE  SECTOR 
 

(per cent) 
Product category 
(1) 

2004-05 
(2) 

2005-06 
(3) 

2006-07 
(4) 

2007-08 
(5) 

2008-09 
(6) 

2009-10 AE 
(7) 

GDP of agriculture at 
2004-05 prices 0.05 5.25 3.68 4.73 1.58 -0.17 
Value of agriculture 
output at 2004-05 prices 0.54 5.37 4.04 5.16 0.94 NA 
Value of crop output at 
2004-05 prices  -0.95 5.92 3.96 5.39 -0.53 NA 
Value of livestock output 
at 2004-05 prices 4.69 3.91 4.24 4.51 4.94 NA 
Departure of actual 
rainfall from normal, 
June to May (per cent) -9.3 -1 -5.2 -1.2 -10.1 -23@ 

Source: Same as in Table 4.  
@ Refers to monsoon rainfall only. 
 

Food Prices 
  

Based on the calendar year, global recession was expected to show an impact on 
demand and prices in the year 2009. Evidence from India shows that year-on-year 
prices of non-food commodities declined during 2009 but prices of food commodities 
showed more than 12 per cent increase. The rate of inflation in non-food 
commodities declined from 9.55 per cent during 2008 to -1.76 per cent during 2009. 
In contrast to non-food prices, inflation in food articles increased from 6.64 per cent 
to 12.32 per cent and in food products from 9.8 per cent to 13.8 per cent in the 
corresponding years. Further, the rate of food inflation in India during 2009 is found 
to be the highest during last five years and even higher than the years of global food 
crisis when food prices in the world increased at unprecedented rates (Table 7).  

 
TABLE 7. INFLATION IN FOOD AND NON-FOOD COMMODITIES DURING 2005 TO MARCH 2010 

BASED ON WPI WITH BASE 1993-94 
                                                                                                                                                                      (per cent) 

Item 
(1) 

2005 
(2) 

2006 
(3) 

2007 
(4) 

2008 
(5) 

2009 
(6) 

2010 
(January –March) 

(7) 
1. All commodities 4.74 4.82 4.82 9.12 2.01 9.74 
2. Non- food commodities 5.37 4.72 4.54 9.55 -1.76 4.53 
3. Food article 3.94 6.83 7.02 6.64 12.32 17.61 
4. Food products 1.58 2.55 3.43 9.80 13.79 20.46 
5. Food commodities (3+4) 2.97 5.09 5.60 7.87 12.90 18.75 
Global Food Index -0.94 10.49 15.22 23.35 -14.68 11.28 

Source: 1.Ramesh Chand, 2010. 
2. IMF Primary Commodity Prices, 2010. 

 
Some very interesting contrasts and conclusions follow from the behaviour of 

food prices in India during the last five years when the world witnessed two crises in 
a row and a sort of upheaval in prices. One, when the world faced an unprecedented 
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increase in food prices during 2007 and 2008, these prices in India did not show any 
abnormal increase. In real terms, food prices showed a decline during 2007 and 2008 
(Table 7) which were the years of the global food crisis. Two, despite an increased 
share of trade in GDP, India’s agriculture and food sector is insulated from extreme 
fluctuations in world prices and severe shocks in the global economy. Three, when 
global prices declined, mainly under the influence of global recession, agricultural 
prices in India increased, and the rate of increase accelerated (refer to rate of inflation 
in Table 7). This happened under the influence of supply side factors as dictated by a 
slowdown in domestic production, completely negating the effect of the global 
recession anticipated to operate through slowdown in demand. 

Another very significant factor which decouples India’s agricultural sector and 
protects it against severe shocks in the global economy is the pro-active intervention 
by the government in the domestic food market, trade, and through a social safety 
network and production incentives (Chand, 2009b). 

 
Agrarian Distress 
  

The trend in the suicide rate of members of the farming community is considered 
an important indicator of agrarian distress. According to the information available 
with the Ministry of Home Affairs, Union Government, the number of farmers’ 
suicides and the suicide mortality rates have been falling after year 2004. The number 
of suicides by farmers’ declined from 17 thousand during 2006 to 16.2 thousand 
during 2008. The decline is reported for males as well as female members. These 
trends indicate that the global meltdown did not have any impact on agrarian distress 
in India as seen from the trend in the cases of suicides by the members of the farming 
community.    
 

TABLE 8. CHANGES IN AGRARIAN DISTRESS AS REVEALED BY FARMERS SUICIDES 
 

Suicide particulars 
(1) 

2004 
(2) 

2005 
(3) 

2006 
(4) 

2007 
(5) 

2008 
(6) 

Farmer suicides (Total) 18241 17131 17060 16632 16196 

Male 15929 14973 14664 14509 14145 

Female 2312 2158 2396 2123 2051 
Source: Accidental Deaths and Suicides in India, NCRB, Ministry of Home Affairs, December 2009. 

 
IV 

 
CONCLUSIONS 

  
 The agricultural sector in India is very crucial for food security of the country’s 
large population and for the livelihood of majority of its population. Therefore, the 
performance of this sector is closely monitored by the government and various 
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measures and strategies are put in place to counter the adverse effects of various 
factors on this sector from time to time. These measures and strategies include 
several instruments like regulation of import and export, monetary policy, public 
investments, minimum support prices, input subsidies, credit supply, direct 
intervention into market, regulation of market and private trade, special packages for 
the sector, etc. These instruments have been effective in decoupling India’s 
agriculture sector from the rest of the world and in minimising the effect of severe 
shocks in the global economy on the sector. This was seen during the period of global 
food crisis in 2007 and 2008 when India did not witness even a double digit growth 
in food prices whereas global prices touched an increase in three digits. A similar 
experience has been repeated in the aftermath of the global economic slowdown 
during 2008-09 and 2009-10.  No doubt there was a slowdown in the growth rate of 
agriculture during 2008-09 and a negative growth during 2009-10, but this is not 
related to the global economic crisis in any way. None of the factors through which 
the effect of the global recession could transmit to agriculture was adverse during 
2008-09 and 2009-10. A high inflation in food prices in absolute and real terms show 
that it was not the prices which were leading to an adverse performance of agriculture 
during 2008-09 and 2009-10 but the low growth of agriculture which was leading to a 
high increase in food prices. It is concluded that the apprehension about impact of the 
global recession on Indian agriculture was not well founded and the anticipated effect 
was overstated. 
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