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AGRICULTURAL POLICY IN INDIA 
Context, Issues and Instruments 

M . V . N a d k a m i * 

I. I N T R O D U C T I O N 

T h e a b s e n c e of a f o rma l a n d c o m p r e h e n s i v e s t a t e m e n t of agr i ­
c u l t u r a l p o l i c y i n I n d i a s ince I n d e p e n d e n c e h a s b e e n a m a t t e r of 
c o n c e r n a n d h a s p r o v i d e d s c o p e for a t tack . T h e conce rn exists 
b e c a u s e in t h e a b s e n c e of s u c h a s t a t e m e n t , a d h o c s t e p s in 
r e s p o n s e to s h o r t t e r m exigencies c o u l d d o m i n a t e g o v e r n m e n t 
ac t ion . It h a s a lso g i v e n r i se to a b i t te r feeling a m o n g the f a rm 
l o b b y tha t v^hile i n d u s t r y h a s m a t t e r e d to the g o v e r n m e n t 
(because s t a t e m e n t s of I n d u s t r i a l Pol icy d o exist) , a g r i c u l t u r e has 
b e e n sub jec ted to "benign neg lec t ' . 

It w a s in th is con tex t tha t t h e M i n i s t r y of A g r i c u l t u r e , G o v e r n m e n t 
of Ind ia , c a m e u p w i t h a Draft A g r i c u l t u r a l Pol icy Reso lu t ion in 
J u n e / J u l y 1990. A b o u t t h e s a m e t i m e , a S t a n d i n g A d v i s o r y 
C o m m i t t e e o n A g r i c u l t u r e (SAGA) cha i r ed b y S h a r a d Joshi w a s set 
u p in t h e P l a n n i n g C o m m i s s i o n , m a i n l y to r e p r e s e n t the v i e w s of 
t h e f a r m i n g c o m m u n i t y . S A G A c a m e u p w i t h a critical s t a t e m e n t 
a b o u t t h e neglec t of a g r i c u l t u r e a n d ind ica ted v /ha t t he objectives 
of a N a t i o n a l A g r i c u l t u r a l Pol icy o u g h t to be . It sa id : ' t he s c o p e of 
t h e a g r i c u l t u r a l po l i cy is n o t l im i t ed to g r o w i n g m o r e food o r t o 
t he p r o v i s i o n of in f r a s t ruc tu re a n d t echno logy to tha t e n d . T h e 
a g r i c u l t u r a l po l i cy of a n a t i o n s h o u l d spel l o u t in t he context of its 
ag ro -c l ima t i c a n d soc io -economic s i tua t ion a wel l r e a s o n e d p l an 
for g e n e r a t i o n a n d a u g m e n t a t i o n (of surp lus ) . . . a n d for t he 
d e p l o y m e n t of t h a t s u r p l u s so tha t t he c o m m u n i t y a s a w h o l e c a n 
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m a i n t a i n inc reas ing s t a n d a r d s of l iv ing a n d a t t a in s u c h o t h e r goa ts 
a s t h e c o m n i u n i t y m a y a p p o i n t for i tself T h e re fe rence to 
' c o m m u n i t y ' h e r e can b e u n d e r s t o o d bes t f rom the s e n t e n c e 
fo l lowing the a b o v e q u o t e . 'It p u t s ag r i cu l tu r e as b o t h the s t a r t ing 
a n d t h e focal p o i n t of a t t e n t i o n in p l a n n i n g t h e d e v e l o p m e n t )f t h e 
w h o l e of the e c o n o m y a n d n o t as its loose a p p e n d a g e ' . T h e we l fa re 
of the f a r m i n g c o m m u n i t y s h o u l d then b e the focal p o i n t in 
i m p r o v i n g t h e l i v ing s t a n d a r d s of t h e c o u n t r y ' s p o p u l a t i o n . S u c h a 
s t a n d for a n A g r i c u l t u r a l Policy c o u l d b e accep ted as u n e x c e p t i o n ­
able p r o v i d e d tha t w e i n c l u d e t h e class of ag r i cu l t u r a l l a b o u r too 
a m o n g t h e f a r m i n g c o m m u n i t y . After aii, n e a r l y 65 p e r cen t of o u r 
total w o r k f o r c e still d e p e n d s o n a g r i c u l t u r e a n d its wel fa re h a s to 
receive u t m o s t p r io r i ty . S A C A then p r o c e e d s to list s eve ra l 
object ives s u c h a s m e e t i n g food a n d n u t r i t i o n r e q u i r e m e n t s of o u r 
increas ing p o p u l a t i o n , r e d u c t i o n of u n e m p l o y m e n t , e s t a b l i s h m e n t 
of pa r i t y b e t w e e n facilities ava i l ab le for e d u c a t i o n a n d m e d i c a l 
caro in the c o u n t r y s i d e a n d t h o s e in the t o w n s , a n d s igni f icant ly 
( t h o u g h s ta ted last) , t he in i t ia t ing of a ' real G r e e n R e v o l u t i o n ' tha t 
w o u l d b e less d e p e n d e n t o n the r a p i d l y d e p l e t i n g p e t r o l e u m 
resources . U l t ima te ly , it h a s to b e ecological ly a s w e l l a s 
economica l ly su s t a inab l e . 

N o t w i t h s t a n d i n g t h e excep t iona l ly fine i deas e x p r e s s e d b y S A C A , 
ne i the r the s t a t e m e n t of S A C A n o r the Draft A g r i c u l t u r a l Pol icy 
Reso lu t ions (of 1990 as wel l as the o n e r e p o r t e d to h a v e b e e n 
c leared b y the U n i o n C a b i n e t in N o v e m b e r 1992) p r e s e n t e d a 
critical d i scuss ion of the specific p r o b l e m s of a g r i c u l t u r e a n d the 
pol icy d i l e m m a s s u r r o u n d i n g t h e m . S u c h a critical d i s cus s ion can 
b e s een to s o m e ex ten t on ly in o n e official r epo r t s o far, rvamely t h e 
r epor t of the H i g h P o w e r e d C o m m i t t e e o n A g r i c u l t u r a l Policies 
a n d P r o g r a m m e s h e a d e d b y B h a n u P r a t a p Singl; , s u b m i t t e d to the 
U n i o n G o v e r n m e n t , i n Ju ly 1990. It h a s pa r t i ca l a r ly d e p l o r e d the 
u r b a n b ias reflected in the dec l in ing t e rms of t r ade , l o w profit­
abi l i ty of a g r i c u l t u r e a n d u n r e m u n e r a t i v e pr ices . T h e s e h o w e v e r 
n e e d a cri t ical s c r u t i n y s o tha t the bas ic p r o b l e m s of a g r i c u l t u r e 
can b e be t t e r a p p r e c i a t e d . Besides , the pol icy context h a s s ince 



qua l i t a t ive ly c h a n g e d r e q u i r i n g structtu-al a d j u s t m e n t to t he s eve re 
fiscal crisis , s h a r p inf la t ion a n d a critical b a l a n c e of p a y m e n t s 
s i t ua t ion facing the e c o n o m y . A c o m p r e h e n s i v e po l icy f r a m e w o r k 
t o u c h i n g o n al l a r e a s of po l i cy is r e q u i r e d . A g r i c u l t u r e h a s its o w n 
p r o b l e m s a n d charac ter i s t ics w h i c h h a v e to s h a p e the pol icy for it, 
b u t it c a n n o t b e d e c i d e d in isolat ion. H e n c e q u e s t i o n s h a v e b e e n 
p o s e d w h e t h e r t h e r e h a s to b e a s imi la r l ibera l i sa t ion in ag r i cu l t u r e 
a s in i n d u s t r y , i n v o l v i n g r e m o v a l of t r a d e res t r ic t ions , of 
c o m p u l s o r y p r o c u r e m e n t a t less t h a n m a r k e t p r i ces a n d e v e n of 
cei l ings o n a g r i c u l t u r a l h o l d i n g s , so tha t i nc reased i n v e s t m e n t 
w o u l d f low in to a g r i c u l t u r e . In th is context , a po l i cy of - w h a t is 
a l l eged to b e - d e p r e s s i n g o u t p u t pr ices a n d subs id i s i ng i n p u t s h a s 
inv i t ed crit ical a t t en t ion . T h e q u e s t i o n of food a n d fertiliser 
s u b s i d i e s h a s e m e r g e d a s a n i m p o r t a n t i ssue , w h i c h h a s s o m e l o n g 
t e r m s ignif icance. T h e r e h a v e a lso b e e n s u g g e s t i o n s tha t 
a g r i c u l t u r e c a n n o t b e indifferent to t r a d e o p p o r t u n i t i e s a s 
i nd i ca t ed b y i n t e r n a t i o n a l pr ices a n d a b o u t t h e n e e d for a certain^ 
a m o u n t of a t least l imi t ed ex te rna l o r ien ta t ion . 

It is a g a i n s t th is b a c k d r o p of t he e c o n o m i c s i tua t ion a n d po l icy 
a m b i e n c e tha t this s t u d y is s t r u c t u r e d . O u r object is n o t as m u c h to 
p r o v i d e a n a l t e r n a t i v e s t a t e m e n t of ag r i cu l tu ra l po l icy a s to 
cri t ically p r e s e n t t h e p r o b l e m s a n d the con tex t in w h i c h key issues 
of a g r i c u l t u r a l po l i cy ar i se , d i s cuss t he p r o s a n d cons of pol icy 
i n s t r u m e n t s a n d see w h e t h e r t hey ach ieve the i n t e n d e d goals . T h e 
d i s c u s s i o n w o u l d essen t ia l ly b e focussed o n p r o v i d i n g t h e bas ic 
e l e m e n t s of a n a g r i c u l t u r a l pol icy. 

I I . T H E C O N T E X T A N D G O A L S O F P O L I C Y 

A Pol icy s h o u l d b e c lear a b o u t its goa l s , the context f rom w h i c h 
t h e goa l s a r i se , a n d the choice of m e t h o d s o r s t r a t egy to ach ieve 
the goa ls . T h e goa l s h a v e to b e d e c i d e d b y t h e pol i t ical l e a d e r s h i p 
n o d o u b t , b u t it s h o u l d b e wel l w i t h i n o u r s c ope to d i scuss t he 
con tex t in w h i c h t h e goa l s h a v e to b e d e c i d e d a n d see w h a t goa ls it 
s ugges t s . 



D e c l i n e i n R e l a t i v e I n c o m e P e r W o r k e r 

O n e of the s t a rk real i t ies of t h e I n d i a ' s na t iona l e c o n o m y , w h i c h 
w a s e x p o s e d b y V K R V R a o (1983, C h a p t e r 4) c o n t i n u e s to affect 
u s e v e n t o d a y in t h a t w h i l e the p r o p o r t i o n of w o r k f o r c e d e p e n d e n t 
o n a g r i c u l t u r e h a s d e c l i n e d o n l y m a r g i n a l l y , t h e p r o p o r t i o n of 
na t iona l i n c o m e o r ig ina t i ng f rom t h e m h a s fallen s h a r p l y after 
I n d e p e n d e n c e . T h o u g h the n o n - a g r i c u l t u r a l sec tors h a v e b e e n 
g e n e r a t i n g m o r e i n c o m e , t hey a r e n o t p r o p o r t i o n a t e l y inc reas ing 
the g e n e r a t i o n of e m p l o y m e n t o p p o r t u n i t i e s , s o tha t t h e r e s idua l 
w o r k f o r c e is c o m p e l l e d to d e p e n d o n a g r i c u l t u r e w h e t h e r it is 
v i ab le o r not . T h e imp l i ca t i on of this is t ha t t h e re la t ive i n c o m e p e r 
w o r k e r in a g r i c u l t u r e v is -a-vis a w o r k e r in t h e n o n - a g r i c u l t u r a l 
sectors is l o w e r a n d h a s b e e n c o n t i n u o u s l y dec l in ing . This can b e 
seen f rom Tab le -1 . 

T a b l e 1 : R e l a t i v e I n c o m e of A g r i c u l t u r a l W o r k e r s 
( I n c l u d i n g B o t h C u l t i v a t o r s a n d L a b o u r ) 

Year S h a r e (%) of A g r i c u l t u r e in 

Rat io p e r w o r k e r 
i n c o m e in agr i ­
cu l tu re to n o n -
a g r i c u l t u r e sector a t 

G D P at 
1980-81 
Pr ices 

G D P at 
cu r r en t 
Pr ices 

W o r k ­
force 

1980-81 
Pr ices 

C u r r e n t 
Prices 

1960-61 45.8 43.0 69.5 0.37 0.33 
1970-71 39.7 42.4 69.8 0.28 0.32 
1980-81 34.7 34.7 66.5 0.27 0.27 
1990-91 29.5 29.8 64.9 0.23 0.23 

Source ; Calculated from National Accounts Statistics, CSO, and Population Census. 

T h o u g h a dec l ine h a s t aken p lace in the re la t ive i n c o m e p e r w o r k e r 
in a g r i c u l t u r e b o t h a t cons t an t a n d cu r r en t pr ices , t he dec l ine h a s 
b e e n g rea te r a t cons t an t pr ices . If a n a d v e r s e t r end in the t e r m s of 



t r a d e of a g r i c u l t u r e h a d a l s o c o n t r i b u t e d to th i s d e c l i n e , t h e d e c l i n e 
a t c u r r e n t p r i c e s s h o u l d h a v e b e e n m u c h s h a r p e r t h a n a t c o n s t a n t 
p r i c e s . O n t h e o t h e r h a n d , b e t w e e n 1960- 61 a n d 1990-91 , t h e r a t i o 
of r e l a t i v e i n c o m e h a s d e c l i n e d f r o m 0.37 to 0.23 a t c o n s t a n t p r i c e s 
( b y 0.14 p o i n t s ) , a n d f r o m 0.33 t o 0.23 (by 0.10 p o i n t s ) a t c u r r e n t 
p r i c e s . T h e c o n t r a s t is i n t e r e s t i n g l y s h a r p e r if w e t a k e e a c h d e c a d e 
s e p a r a t e l y . T h u s , b e t w e e n 1960-61 a n d 1970-71 t h e d e c l i n e w a s 
m o r e i n c o n s t a n t p r i c e s t h a n i n c u r r e n t p r i c e s . D u r i n g t h e s e v e n t i e s 
(1970-71 t o 1980-81) , t h e d e c l i n e w a s s h a r p e r in t e r m s of c u r r e n t 
p r i c e s . A n d d u r i n g t h e e i g h t i e s , t h e d e c l i n e h a s b e e n a l m o s t b y t h e 
s a m e m a g n i t u d e . 

T h e p o i n t w e a r e m a k i n g h e r e b a s e d o n t h e t a b l e is t ha t a n 
u n f a v o u r a b l e t r e n d i n t h e t e r m s of t r a d e c o n t r i b u t e d t o t h e d e c l i n e 
i n t h e r e l a t i v e i n c o m e s of a g r i c u l t u r a l w o r k e r s o n l y d u r i n g t h e 
s e v e n t i e s , b u t n o t d u r i n g t h e s ix t ies a n d e igh t i e s . A n d ye t t h e 
d e c l i n e t o o k p l a c e , b e c a u s e of a r e l a t i v e fall i n r e a l i n c o m e s . 

T e r m s of T r a d e of A g r i c u l t u r e 

T h a t t h e t e r m s of t r a d e m o v e d in f a v o u r of a g r i c u l t u r e d u r i n g t h e 
fifties a n d s ix t i e s is a w e l l p r o v e n p o i n t (see T h a m a r a j a k s h i , 1968 
a n d 1977). T h e r e v e r s a l of t h e t r e n d in r e l a t i v e p r i ce s d u r i n g t h e 
s e v e n t i e s w a s n o t t h e r e s u l t of a d e l i b e r a t e p o l i c y b u t d u e to s h o c k s 
f r o m t h e h i k e i n oi l p r i c e s , a n e x o g e n o u s factor . It is th i s r a t h e r 
e x c e p t i o n a l b e h a v i o u r of t e r m s of t r a d e d u r i n g t h e s e v e n t i e s w h i c h 
left t h e i m p r e s s i o n t h a t it is a p e r m a n e n t o r a n e n d u r i n g f e a t u r e of 
t h e I n d i a n e c o n o m y . U s i n g t h e imp l i c i t d e f l a t o r s for a g r i c u l t u r a l 
o u t p u t a n d m a t e r i a l i n p u t s ( e x c l u d i n g h u m a n l a b o u r ) f r o m t h e 
d i s a g g r e g a t e d t a b l e s of t h e N a t i o n a l A c c o u n t s S ta t i s t ics , w e h a v e 
d e r i v e d t h e t e r m s of t r a d e for t w o p e r i o d s s e p a r a t e l y in Table-2? 

1. It may be argued that strialy speaking, terms of trade are parity prices between prices 
received and paid by farmers. However, even the net barter terms of trade, more elaborately 
calculated by Tyagi correspond closely with the terms of trade calculated here for the same 
period. It is thus very unlikely that trends could be different in the two methods. The terms of 
trade as calculated by them for all ooncemod goods beginning with 1970-71 and ending with 
1979-80 are : 100, 975, 1035, 109.6, 99.9, 84.6, 90.7, 90.8, 85.4, and 88.6 (Tyagi, 1986, as 
reported in Subbarao, 1992 : 214)). The co-efficient of correlation between this and our series 
CA' series under 1970-71 base) for corresponding years is 0.91. 



T a b l e 2 : T e r m s of T r a d e of A g r i c u l t u r e ( I n d e x N u m b e r d ^ 

A : W i t h r e g a r d to all m a t e r i a l i n p u t s 
B : W i t h r e g a r d on ly to i n d u s t r i a l i n p u t s (Chemica l 

fert i l isers, pes t i c ides , insect ic ides , e lectr ic i ty a n d 
d iese l oil) 

Year A B Year A B 

1970-71 100 100 '80-81 100 (93) 100 (86) 
1971-72 99 98 '81-82 100 (93) 91 (78) 
1972-73 100 123 '82-83 103 (96) 97 (82) 
1973-74 101 121 '83-84 102 (95) 102 (87) 
1974-75 9 7 78 '84-85 104 (97) 108 (92) 
1975-76 92 70 '85-86 104 (97) 116 (99) 
\976~77 9 3 76 '86-87 106 (98) 119 (102) 
\977-7S 95 85 '87-88 106 (98) 134 (114) 
1978-79 94 86 '88-89 107 (101) 144 (123) 
1979-80 96 101 '89-90 111 (103) 154 (132) 
1980-81 93 86 '90-91 n a na 

Note : Derived as Ratios of Implicit Deflators of Agricultural Output over the Implicit 
Deflators for agricultural inputs. Figures in brackets are converted to 1970-71 = 100 base. 

Source: Calculated from National Accounts Statistics. 

T h e p e r i o d s a r e 1970-71 to 1980-81 (us ing t h e r ev i sed ser ies) a n d 
f rom 1980-81 to 1989-90. For conven i ence of c o m p a r i s o n , the la t te r 
series a r e a l so c o n v e r t e d to 1970-71(=100) a s the ba se , so tha t 
c h a n g e s o v e r b o t h 1970-71 a n d 1980-81 c a n b e seen . T h e t ab l e 
s h o w s clear ly tha t t h o u g h the seven t i e s s h o w e d a dec l ine in the 
t e rms of t r ade of ag r i cu l tu re , they r e v e r s e d in the e igh t ies to the 
earl ier p a t t e r n of increas ing t r end . T h e pos i t i on at t he e n d of the 
d e c a d e w a s e v e n be t t e r t h a n the o n e in 1970-71 f rom t h e po in t of 
v i e w of ag r i cu l tu re . T w o factors a re l ikely to e n s u r e a long t e r m 
t r end in the t e r m s of t r a d e in f avour of ag r i cu l tu re , - a h i g h i n c o m e 
elasticity of d e m a n d for ag r i cu l t u r a l p r o d u c e in a n overa l l g r o w t h 
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contex t a t c o m p a r a t i v e l y lov^ levels of p e r cap i t a i n c o m e tha t v̂ ê 
still h a v e , c o m b i n e d w i t h t he c o n t i n u i n g p o v e r t y a l lev ia t ion a l o n g 
w i t h g r o w t h , a n d s e c o n d l y , a s t r o n g fa rm l o b b y w h e t h e r o r n o t it 
i s ref lected i n t h e f o r m of ac t ive m o v e m e n t s (Mi t ra , 1977). T e r m s of 
t r a d e h o w e v e r c a n b e c o m e a major p r o b l e m a t h i g h e r levels of 
d e v e l o p m e n t w i t h o n l y a m a r g i n a l a n d c o n s t a n t p r o p o r t i o n of 
p o o r p o p u l a t i o n . 

A g r a r i a n Struct iu-e 

O n e of t h e g r a v e p r o b l e m s affecting I n d i a n a g r i c u l t u r e t o d a y is t he 
c o n t i n u i n g p r e s s u r e of m a n p o w e r o n the l imi t ed l a n d r e sources , 
d u e to i n a d e q u a t e g e n e r a t i o n of e m p l o y m e n t o p p o r t u n i t i e s 
o u t s i d e a g r i c u l t u r e . Th i s is n o t a p r i ce p r o b l e m , b u t a m o r e 
difficult a n d bas i c o n e . T h i s is ref lected in c h a n g i n g a g r a r i a n 
s t r u c t u r e as wel l , a p a r t f rom the na t i ona l a c c o u n t s stat ist ics. T h e 
s i t ua t ion w a s b a d e n o u g h in 1970-71 w i t h sma l l a n d m a r g i n a l 
h o l d i n g s b e l o w 2 hec ta res a c c o u n t i n g for 69.9 p e r cen t of all 
o p e r a t i o n a l h o l d i n g s a n d 20.9 p e r cen t of a r e a (see T a b l e 3). By 
1985-86, t hese s h a r e s i nc reased to 76.3 p e r cen t a n d 26.2 p e r cen t 
respec t ive ly . In t h e p r o c e s s , t h e a v e r a g e s ize of t h e s e h o l d i n g s h a s 
n o t d e c l i n e d m u c h . H o w e v e r , t h e a v e r a g e s ize of all h o l d i n g s 
d e c l i n e d f rom 2.3 to 1.7 hec t a r e s d u r i n g the 15 y e a r s , the dec l ine 
b e i n g m o r e s ignif icant in t h e case of l a rge h o l d i n g s . T h e p o i g n a n t 
f ea tu re of th is p i c t u r e is tha t th is is n o t a p r o b l e m w h i c h c o u l d b e 
tack led b y a m e r e r e d i s t r i b u t i o n of h o l d i n g s , t h o u g h the a g r a r i a n 
s t r u c t u r e is n o d o u b t u n e q u a l . T h u s , e v e n if a cei l ing w e r e to b e 
i m p o s e d a t 10 hec ta res (in t e r m s of 1985-86 f igures) , a s u r p l u s of a 
li t t le less t h a n 14 mi l l ion hec ta res o n l y w o u l d b e g e n e r a t e d , w h i c h 
if d i s t r i b u t e d a m o n g the 56.75 mi l l ion m a r g i n a l h o l d i n g s w o u l d 
inc rease the i r s ize f rom 0.38 hec ta res to o n l y 0.64 hec ta res - n o t a 
s ize w h i c h c o u l d p r o v i d e a d e c e n t s t a n d a r d of l iv ing pa r t i cu l a r l y 
in d r y o r ra in fed a reas . If o n l y h o l d i n g s a b o v e t h e s ize of 2 hec ta res 
(i.e., o t h e r t h a n m a r g i n a l a n d s m a l l h o l d i n g s ) a r e a s s u m e d to 
g e n e r a t e ne t m a r k e t a b l e s u r p l u s , the i r s h a r e in t he total n u m b e r of 
h o l d i n g s d e c l i n e d f rom 30.1 p e r cen t in 1970-71 to 23.7 p e r cent in 
1985-86, a n d the i r s h a r e in l a n d f rom 79.1 p e r cen t to 71.0 p e r cent 



T a b l e 3 : O p e r a t i o n a l H o l d i n g s i n I n d i a 

Calegoiy& 
Size 

Number of Operational 
Holdings 
(Million) 

Area Operated 
(Million ha.) 

Average Size 
of Holding 

1970-n 1980-81 1985-86 1970-71 1980-81 1985-86 1970-71 1980-81 1985-86 
1. Marginal 36.20 50.12 56.15 14.56 19.74 22.04 0.40 0.39 0.39 

(belnw 1 ha) (51.0) (56.4) (57.8) (9.0) (111) (13.4) 
0.39 

ISmaU 13.43 16.07 17.92 19.28 23.17 25.71 1.44 1.44 1.43 
(1-2 ha.) (18.9) (18.1) (18J) (11.9) (14.1) (15.6) 

3. Semi-Medium 10.68 12.45 13.25 30.00 34.65 36.67 181 178 177 
(2 - 4 ha.) (15.0) (14,0) (13.6) (18.5) (21.2) (223) 

4. Medium 7.93 8.07 7.92 48.24 48.54 47.14 6.09 6.04 5.96 
(4-10 ha.) (11.2) (9.1) (8.1) (29.7) (29.6) (28.6) 

5. Urge 177 2.17 1.92 50.06 37.71 33.00 18.07 17.41 17.21 
{10 ha above) (3.9) (2.4) (2.0) (30.0) (23.0) (20.1) 

6. All 71.01 88.8 97.16 162.14 163.80 164.56 128 1.84 1.69 
(100) (100) (100) (100) (100) (100) 

Source: Agricultural Census. 

d u r i n g t h e s a m e p e r i o d . T h o u g h e v e n m a r g i n a l a n d s m a l l 
h o l d i n g s sell s o m e of t h e i r p r o d u c e , m o s t of t h e m a r e n e t b u y e r s 
of food ar \d a s s u c h d o n o t h a v e n e t m a r k e t a b l e s u r p l u s . T h e 
d e m a r c a t i o n l i ne a t 2 h e c t a r e s is o n l y a n a v e r a g e , s i n c e s m a l l e r 
i r r i g a t e d h o l d i n g s c a n h a v e n e t s u r p l u s , w h i l e l a r g e r h o l d i n g s v»^th 
e v e n 6 h e c t a r e s in s e m i - a r i d t rac ts n e e d n o t h a v e s u c h a n e t 
s u r p l u s . It is a m a t t e r of c o n c e r n t h a t t h e b a s e of n e t m a r k e t a b l e 
s u r p l u s w h i c h is a s o u r c e of cap i t a l f o r m a t i o n is s t e a d i l y d e c l i n i n g 
in s i ze ( N a d k a r n i , 1980), 

T h i s l e a d s u s to a n o t h e r i n t e r e s t i n g f e a t u r e of o u r a g r a r i a n 
s t r u c t u r e , - a b s e n c e of e x t r e m e p o l a r i s a t i o n . T h e p i c t u r e is n o t o n e 
of a s m a l l p r o p o r t i o n of l a n d l o r d s e m p l o y i n g a l a r g e a r m y of 
l a n d l e s s l a b o u r . T h o u g h t h e r e is i n e q u a l i t y in t h e d i s t r i b u t i o n of 
h o l d i n g s p a r t i c u l a r l y if l a n d l e s s l a b o u r a r e i n c l u d e d , it is s t r i k i n g 
tha t c u l t i v a t o r s h a v e a l w a y s o u t n u m b e r e d a g r i c u l t u r a l l a b o u r . 
T h i s w a s s o e v e n af te r t h e ' l a n d r e f o r m s ' iri t h e s ix t ies w h e n 



m i l l i o n s o f t e n a n t s w e r e e x p r o p r i a t e d a n d c o n v e r t e d t o t h e s t a t u s 
of a g r i c u l t u r a l l a b o u r . T h e c l a s s i f i c a t i o n of a g r i c u l t u r a l w o r k f o r c e , 
d e f i n e d i n t e r m s o f t h e i r m a i n a c t i v i t y s t a t u s , i s p r e s e n t e d i n 
t a b l e 4 . T h e t a b l e s h o w s , h o w e v e r , t h a t t h o u g h t h e p r o p o r t i o n of 
c u l t i v a t o r s is s i g n i f i c a n t l y l a r g e r t h a n t h a t of a g r i c u l t u r a l l a b o u r , 
t h e f o r m e r i s s t e a d i l y d e c l i n i n g w h i l e t h e l a t t e r is p r a c t i c a l l y 
c o n s t a n t . A n y w a y , t h e fact t h a t a g r i c u l t u r a l l a b o u r a r e o v e r ­
w h e l m i n g l y o u t n u m b e r e d b y c u l t i v a t o r s , n o t o n l y a g g r e g a t i v e l y 
b u t p r a c t i c a l l y i n e v e r y v i l l a g e , is a g r e a t d e t e r r e n t i n t h e e f f ec t ive 
o r g a n i s a t i o n of l a b o u r w h e n it c o m e s t o i n c r e a s i n g t h e i r 
b a r g a i n i n g p o w e r v i s - a - v i s c u l t i v a t o r s . It e x p l a i n s p a r t l y a t l e a s t 
w h y n o l o b b y of a g r i c u l t u r a l l a b o u r h a s n o t d e v e l o p e d , w h i l e f a r m 
l o b b y is a f o r c e t o r e c k o n w i t h . ^ 

T a b l e 4 : A g r i c u l t u r a l W o r k e r s i n I n d i a 
( D e f i n e d i n T e r m s of M a i n A c t i v i t y ) 

Census 
Year 

Cultivators 
(million) 

Agric. Labour Percentage to All Main Workers 
(million) Cultivators Agriculture Labour 

1971 

1981 

1991 

78.3 -

92.5 

110.6 

47.5^/^^ nt-^ 43.4 26.3 

? .4 -6^ ' / ' ^^ -^ 38.8 26.1 
Source: Census of India for respective years. 

R u r a l P o v e r t y 

T h e e x i s t e n c e of p o v e r t y a m o n g a s i g n i f i c a n t p o r t i o n of cul t ivntor<i 
i s r e a l a n d a t t i m e s h a r s h a s w e l l . T h e n u m b e r of s m a l l a n d 
m a r g i n a l c u l t i v a t o r s ( w h o s e s e c o n d a r y a c t i v i t y c o u l d b e a g r i ­
c u l t u r a l l a b o u r ) is l a r g e a n d t h e y a c c o u n t for a s i g n i f i c a n t 

2. One rnflcction of this is that the Report of the National Commission on Rural Labour not only 
rcniuiins unpublished even after more than two years of its su'- mission, its findings and 
recommendations are also hardly made known outside. Compare this with the attention 
which Bhanu Pratap Singh Committee Report received. A more serious reflection is that 
while farmers are represented on the Agricultural Costs and Prices Commission, rural labour 
are not. 



p r o p o r t i o n of t h e r u r a l p o o r . B o t h t h e i n c i d e n c e of p o v e r t y a m o n g 
a g r i c u l t u r a l l a b o u r a n d the i r s h a r e in to ta l p o o r h o u s e h o l d s in 
r u r a l a r e a s a r e l a r g e r t h a n a m o n g c u l t i v a t o r s . In fact, t h e i n c i d e n c e 
of p o v e r t y a m o n g r u r a l a r t i s a n s a l s o is h i g h e r t h a n a m o n g 
c u l t i v a t o r s . It is n e c e s s a r y to u n d e r s t a n d t h e s t r u c t u r e of r u r a l 
p o v e r t y for f r a m i n g p r o p e r po l ic ies for p o v e r t y a l l ev ia t ion . T a b l e - 5 
s h e d s l igh t o n th i s . A g r i c u l t u r a l l a b o u r h o u s e h o l d s s h o w 
m a x i m u m p o v e r t y a s w e l l a s u n e m p l o y m e n t . 

T a b l e 5 : S t r u c t u r e of R u r a l Poverty (as i n 1983) 

Household 
(hh)type 

Percentage 
share in 
all rural 
hhs 

Incidence 
of poverty 
within each 
hhtype 

Percentage 
share in all 
rural hhs 
below 
poverty 
line 

Percentage 
share of each 
hh type in 
the total 
number of 
unemployed 
persons days 

1. Self-employed 40.7 24.1 32.0 163 
in agriculture 

163 

(cultivators) 
2. Self .employed n.7 26.9 103 83 

in non-agricultura] 
83 

operations 
3. Agri. Labour hhs. 30.7 455 45.6 S9S 
4. Other Ubour hhs. 6.6 27.9 6.0 102 
5. Other rural hhs 103 18.3 6.1 5A 
6. All rural hhs 100.0 30.6 100.0 100.0 
Source.- E>ev et.al., 1991:58. 

It i s m a i n l y d u e t o p o v e r t y a m o n g m a r g i n a l c u l t i v a t o r s a n d 
a g r i o i l t u r a l l a b o u r w h o t o g e t h e r f o r m a ma jo r p o r t i o n of t h e r u r a l 
socie ty , t ha t t h e i n c i d e n c e of p o v e r t y i n r u r a l a r e a s h a s a l w a y s 
e x c e e d e d tha t in u r b a n a r e a s . T h u s the P l a n n i n g C o m m i s s i o n ' s 
e s t i m a t e s of p o v e r t y in 1977-78 w a s 51.2 pe r cen t of t h e r u r a l 
p o p u l a t i o n , a n d 38.2 p e r cen t of u r b a n p o p u l a t i o n . T h e s igni f icant 
d e c l i n e r e p o r t e d in t h e o v e r a l l i n c i d e n c e of p o v e r t y f rom 48.3 p e r 
cen t t o 37.4 p e r cen t of t h e to ta l p o p u l a t i o n b e t w e e n 1977-78 a n d 
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1983-84 d id not reduce the difference be tween ru ra l a n d u rban 
areas in this respect. In 1983-84, the p ropor t ion be low pover ty Une 
w a s repor ted to be 40.4 pe r cent in rura l a n d 28.1 per cent in u r b a n 
areas. The hear ten ing aspect of the p ic ture is that bo th areas 
exper ienced a decl ine a lmos t equally. 

Ano the r es t imate of popu la t ion be low pover ty line (Dev at.al. 
1991: 37, 42, 48 & 50), p laced it at 32.8 pe r cent in rura l India in 
1983 a n d 25.6 pe r cent in 1986-87. Accordingly, the absolute size of 
the p o o r in ru ra l a rea w a s 153 mUUon in 1986-87 c o m p a r e d to 203 
mill ion in 1970-71. The decline thus has been b o t h in the 
p ropor t ion a n d absolute size of the poor. Moreover , the decline in 
pove r ty w a s no t on ly in t e rms of the head-count rat ios , b u t also i n 
te rms of Sen 's Pover ty Index. N o t on ly pover ty , bu t w h a t is more , 
even rura l inequal i ty measu red in te rms of Lorenz Ratios of Rural 
C o n s u m p t i o n Dist r ibut ion decl ined be tween 1977-78 a n d 1986-87. 
A n interest ing aspect of the pover ty s i tuat ion in India is that it 
s h o w e d a significant increasing t rend d u r i n g the period 1957-58 to 
1968-69, followed b y a n even m o r e significant decl ining t rend 
d u r i n g the pe r iod 1969-70 to 1986-87 bo th in te rms of head-count 
ratio a n d Sen 's Index. The ra te of decline in the subsequen t per iod 
w a s m o r e than the ra te of increase d u r i n g the first per iod (Ninan, 
1992). 

Factors B e h i n d Pover ty a n d Pover ty Al lev ia t ion 

W e shou ld , however , u n d e r s t a n d the factors that have contr ibuted 
to the decl ine in pove r ty a n d factors that aggrava te it. The 
decl ining t rend could even be reversed d e p e n d i n g on wh ich 
factors opera te m o r e now. 

Basically, deve lopmen t strategies which increase emp loymen t 
oppor tun i t i es a n d w a g e income are effective in reduc ing poverty-
levels. Agr icul tura l deve lopmen t has thus a vast potential of 
r educ ing pove r ty b y p rov id ing gainful emp loymen t and thereby 
food securi ty to mUlions. A n increase in agricul tural p roduc t ion 
especially in foodgrains, has been recognised as a n impor tan t 



factor in c o n t r i b u t i n g to r e d u c t i o n in p o v e r t y (Ahluwal i a , 1978 a n d 
1985). This is n o t so m u c h b e c a u s e of increased phys ica l avai l ­
abil i ty of food a s such , as b e c a u s e of the gene ra t ion of e m p l o y m e n t 
a n d inc reased p u r c h a s i n g p o w e r a n d its ' t r ickle d o w n ' effect. O n 
the o the r h a n d , a n increase in t he index of c o n s u m e r pr ices , 
especial ly of foodgra ins , h a s a g g r a v a t e d pove r ty . Inflation has a 
par t i cu la r ly a d v e r s e impac t o n the p o o r ( R a d h a k r i s h n a a n d S a r m a , 
1975). This is so e v e n r e g a r d i n g p o v e r t y a m o n g cul t iva tors . A n 
increase (or decrease) in t he c o n s u m e r pr ice index for ag r i cu l tu ra l 
l a b o u r w a s found to b e a statist ically significant factor in 
increas ing (or dec reas ing) the inc idence of p o v e r t y a m o n g farm 
families in H a r y a n a . This is no t su rp r i s i ng because the b u l k of 
e v e n the cul t iva tors , a s they ope ra t e smal l h o l d i n g s , a r e ne t b u y e r s 
of food (Paul , 1990). A n o t h e r recent s t u d y has d e m o n s t r a t e d 
t h r o u g h reg res s ion ana lys i s tha t a o n e p e r cent increase in p e r 
capita cereal o u t p u t r e d u c e s ru ra l p o v e r t y b y 0.62 p e r cent , w h i l e 
o n e p e r cen t r i se in t he re la t ive pr ice of cereals l agged b y o n e yea r 
increases ru r a l p o v e r t y b y as m u c h as 1.06 p e r cent (Bhat tacharya 
et.al., 1991 :133) . I n so far a s a n increase i n ag r i cu l tu ra l p r o d u c t i o n 
has a d a m p e r u n g effect on c o n s u m e r pr ices , b o t h w o u l d h a v e a 
reinforcing effect o n r educ t ion in pover ty . 

N i n a n ' s s t u d y b a s e d b o t h o n t ime-ser ies a n d cross-sect ion (inter­
state) d a t a con f i rmed the p o v e r t y a l lev ia t ing effect of ag r i cu l tu ra l 
g r o w t h a n d p o v e r t y a g g r a v a t i n g effect of pr ice inflation. T h o u g h 
they still r e m a i n e d the major factors, the s t u d y a lso b r o u g h t o u t 
the p o v e r t y a l lev ia t ing effect of the pub l i c d i s t r ibu t ion sys t em a n d 
the level of in f ras t ruc ture d e v e l o p m e n t in ru r a l a reas . O n the o the r 
h a n d , r u r a l p o p u l a t i o n p r e s s u r e o n ag r i cu l tu ra l l ands a n d 
inequal i ty in ru r a l c o n s u m p t i o n w e r e pos i t ive ly re la ted w i t h 
p o v e r t y levels (Ninan , 1992). 

Unfor tuna te ly , h o w e v e r , there a r e also ind ica t ions of ins t i tu t ional 
condi t ions s u c h tha t the inverse relat ion b e t w e e n the inc idence of 
p o v e r t y a n d agr icu l tu ra l p r o d u c t i o n is found to h a v e w e a k e n e d . 
This w a s s h o w n to b e the case b y G a i h a ' s s t u d y invo lv ing two 
cross-sect ions of ru ra l es t imates by States from 1977-78 a n d 1983 
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respec t ive ly . T h e prof i tab i l i ty of t h e (g reen r evo lu t ion ) t e c h n o l o g y 
in q u e s t i o n p r e c i p i t a t e d the l eas ing of a r a b l e l a n d , ev ic t ion of 
t e n a n t s a n d e x h o r b i t a n t h i k e in l a n d r en t s etc. b y l a rge l a n d l o r d s 
in r u r a l a r e a s r e s u l t i n g in t he l o w e r i n g of i n c o m e f rom cu l t iva t ion 
a m o n g t h e i m p o v e r i s h e d . A l o n g s i d e , t he n a t u r e of t h e t e c h n o l o g y 
itself (eg. m e c h a n i s a t i o n of a g r i c u l t u r a l o p e r a t i o n s ) , t oge the r w i t h 
t h e s t r e n g t h e n i n g of m o n o p s o n i s t i c e l e m e n t s in ru r a l l a b o u r 
m a r k e t s , t e n d e d to d a m p e n shifts in t he d e m a n d for l a b o u r as a lso 
in a g r i c u l t u r a l w a g e r a t e s ' . (Ga iha , 1991 :124) . T o this w e m a y a d d 
t h a t d o w n w a r d r ig id i t i es h a v e e m e r g e d in ag r i cu l tu ra l p r i c ing d u e 
t o t h e p r o c u r e m e n t p r i ce s b e i n g c o n t i n u o u s l y inc reased w h i c h 
s e e m to i m p a r t a fu r the r p u s h o n m a r k e t pr ices . A s s u c h a n 
increase in a g r i c u l t u r a l p r o d u c t i o n n e e d n o t a n y l o n g e r resu l t in a 
c o r r e s p o n d i n g d e c l i n e in r e l a t ive pr ices ; a n d the p o o r a r e d e n i e d 
t h e benef i t of e v e n th i s effect. O n t h e con t r a ry , in f la t ionary t r e n d s 
h a v e d o m i n a t e d t h e e c o n o m y pa r t i cu l a r ly r a i s ing the food pr ices 
a n d c o n s u m e r p r ices (see Tab l e 6). T h o u g h the ra tes of inf lat ion 
s h o w s o m e dec l ine d u r i n g 1992-93, t he overa l l s i t ua t ion is still 
a l a r m i n g . T h e p i c t u r e is m a d e fu r the r c o m p l e x b e c a u s e in t he 
efforts to r e d u c e inf la t ion, g o v e r n m e n t deficits a r e b e i n g cur ta i l ed . 

T a b l e 6 : I n f l a t i o n R a t e s (Per cen t C h a n g e i n t h e I n d e x N u m b e r s 
O n a n a v e r a g e b a s i s ) 

Wholesale Prices '88-89 '89-90 '90-91 '91-92 '92-93# 
All commodities 7.5 7.5 10.3 137 10.6® 
Food Articles 9.9 1.3 12.0 20.2 13.7® 
Cost of Living Index 
Industrial Workers 9.1 6.6 11.2 13.5 11.7$ 
Urban non-manual 8.2 6.9 11.0 13.5 12.9* 
Agric. Labourers 12.7 5.4 7.6 19.3 21.5* 

Source: Reserve Bai\k of India. 
# provisional. 
d upto January 16,1993. 
$ upto November 1991 
• upto August 1992. 
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a n d in s u c h a p rocess , t h e axe falls a l m o s t i n v a r i a b l y o n social a n d 
in f ras t ruc tu re d e v e l o p m e n t a n d o n food subs id i e s . T o t h e ex ten t 
t h a t t h e y h a d s o m e i m p a c t i n t e r m s of r e d u c i n g p o v e r t y , a fu r the r 
dec l ine in p o v e r t y m a y b e doub t fu l , u n l e s s the d e v e l o p m e n t 
s t ra teg ies a r e s u c h tha t the i r beneficial i m p a c t o n p o v e r t y 
r e d u c t i o n c a n m o r e t h a n c o m p e n s a t e for the r e d u c e d ro le of d i r ec t 
S ta te s u p p o r t t o t h e p o o r . S ince t h e p r o s p e c t for s u c h s t r a t eg ie s a r e 
a l so n o t e x t r e m e l y b r igh t , g o v e r n m e n t deficits w o u l d h a v e to b e 
r e d u c e d in w a y s t h a t d o n o t cur ta i l d i rec t S ta te s u p p o r t for 
p o v e r t y a l l ev ia t ion p r o g r a m m e s a n d for in f r a s t ruc tu re a n d social 
d e v e l o p m e n t . 

P r o d u c t i o n T r e n d s 

T h o u g h t h e i n v e r s e r e l a t i o n s h i p b e t w e e n a g r i c u l t u r a l p r o d u c t i o n 
a n d inc idence of p o v e r t y s e e m s to h a v e w e a k e n e d , th is is n o t a 
po in t e r to the d i m i n i s h e d n e e d for increas ing p r o d u c t i o n . In fact 
g r o w t h s t ra teg ies h a v e to b e s u c h tha t n e g a t i v e ins t i tu t iona l 
fea tures a r e checked a n d t he r e is i nc reas ing capac i t y for 
e m p l o y m e n t g e n e r a t i o n a n d increas ing real w a g e levels . T h e 
g r o w t h of the ru ra l n o n - f a r m sector w h i c h cou ld g e n e r a t e 
s ignif icant e m p l o y m e n t o p p o r t u n i t i e s w i t h i n r u r a l a r e a s is d r i v e n 
p r i m a r i l y b y a g r i c u l t u r a l g r o w t h (Haze l l a n d H a g g b l a d e , 1991 : 
522-7). In sp i t e of a d i m i n i s h e d sha re in G D P o r ig ina t i ng f rom 
ag r i cu l tu re , a g r i c u l t u r e has a n i m p o r t a n t b e a r i n g o n the g e n e r a l 
e c o n o m i c we l l -be ing . H o w e v e r , the p e r f o r m a n c e of I n d i a n 
ag r i cu l tu re , t h o u g h m u c h be t t e r t h a n before I n d e p e n d e n c e , h a s 
b e e n m o d e s t . A s u b s t a n t i v e s t u d y b y A h l u w a l i a (1991) s h o w s tha t 
w h i c h e v e r i nd i ca to r is chosen , the g r o w t h r a t e h a s b e e n b e l o w 3 
p e r cent p e r a n n u m d u r i n g the p e r i o d 1950-51 to 1988-89. T h e G D P 
o r ig ina t i ng f rom a g r i c u l t u r e i nc r ea sed a t a m e r e 2,3 p e r cent p e r 
a n n u m , w h i l e the v a l u e of o u t p u t m e a s u r e d b y the Index of 
p r o d u c t i o n of all c r o p s inc reased a t 2.5 p e r cen t p e r a n n u m . T h e 
foodgrair \s o u t p u t inc reased a t o n l y a s l ight ly h i g h e r a n n u a l ra te of 
2.6 p e r cent. W h a t is m o r e , the re w a s n o ind ica t ion of a s tat is t ical ly 
significant u p w a r d b r e a k b e t w e e n 1968-77 a n d 1978-88, n o r e v e n 
b e t w e e n the P re -Green Revo lu t i on p e r i o d (1949-65) a n d the Post-
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G r e e n R e v o l u t i o n p e r i o d (1967-88). O t h e r d e v e l o p i n g c o u n t r i e s 
l ike B u r m a (4 .8%). C h i n a (4.3%), T h a i l a n d (4%), M a l a y s i a (4%), 
I n d o n e s i a (4%) , P h i l i p p i n e s (3.9%), P a k i s t a n (3 .6%), a n d Sri L a n k a 
(3%) s h o w e d h i g h e r g r o w t h r a t e s of G D P f r o m a g r i c u l t u r e . T h e y 
a l so s h o w e d a s ign i f ican t b r e a k b e t w e e n t h e las t t w o d e c a d e s 
( excep t I n d o n e s i a ) ( A h l u w a l i a , 1991 : 606 & 618). 

T h o u g h t h e r a t e of g r o w t h d u r i n g t h e e igh t i e s h a s b e e n m o r e o r 
less t h e s a m e a s it h a s b e e n s ince t h e mid - s ix t i e s , th is h a s o c c u r r e d 
i n s p i t e of a m a r g i n a l d e c l i n e i n a r e a d u e t o i m p r o v e m e n t in y i e l d s . 
W h a t is p a r t i c u l a r l y h e a r t e n i n g is t h a t t h e t r a d i t i o n a l l y s t a g n a n t 
a r e a - t h e E a s t e r n R e g i o n - h a s b e e n w i t n e s s i n g a r ice r e v o l u t i o n . 
T h i s r e g i o n r e c o r d e d a g r o w t h in r ice o u t p u t to t h e ex t en t of 4.2 
p e r c e n t p e r a n n u m , w h i c h is a l m o s t c o m p a r a b l e w i t h t h e w h e a t 
r e v o l u t i o n i n t h e n o r t h d u r i n g t h e s ix t ies a n d s e v e n t i e s . T h i s 
g r o w t h h a s b e e n m o s t l y d u e t o i n c r e a s e in y i e l d s r a t h e r t h a n a r e a 
a n d w a s in e v i d e n c e m o r e in W e s t B e n g a l a n d Bihar a n d to s o m e 
e x t e n t in O r i s s a , b u t n o t in A s s a m . C r o p - w i s e , w h i l e r ice , w h e a t 
a n d o i l s e e d s s u r g e d f o r w a r d d u r i n g t h e e igh t i e s , t h e r e w a s 
s t a g n a t i o n in t h e p r o d u c t i o n of c o a r s e ce rea l s , p u l s e s , co t t on , j u t e 
a n d s u g a r c a n e ( w h o s e g r o w t h r a t e s w e r e n o t s ta t i s t i ca l ly 
s ign i f i can t ) . T h e r e w a s e v e n a s ign i f i can t d e c l i n i n g r a t e i n a r e a 
u n d e r c o a r s e ce rea l s a n d c o t t o n ( S a g g a r a n d R a g h a v a n , 1989). 
T a k i n g t h e a g r i c u l t u r a l e c o n o m y a s a w h o l e , t h e n e t v a l u e a d d e d 
f r o m a g r i c u l t u r e a t c o n s t a n t (1980-81) p r i ce s p e r h e c t a r e of n e t 
s o w n a r e a i n c r e a s e d f rom Rs.2,861 in 1980-81 to Rs.4,024 in 
1989-90, r e c o r d i n g a n i n c r e a s e of n e a r l y 41 p e r cent . 

T h e r a t e of g r o w t h in p o p u l a t i o n in I n d i a s ince I n d e p e n d e n c e h a s 
b e e n a t a b o u t 2.1 p e r cen t p e r a n n u m . H e n c e o n l y a s l i gh t i n c r e a s e 
i n p e r c a p i t a a v a i l a b i l i t y of f o o d g r a i n s w a s m a d e poss ib l e . A 
r e c o r d p r o d u c t i o n of 176.2 m i l l i o n t o n n e s d u r i n g 1990-91 is 
e x p e c t e d to h a v e r a i s e d p e r cap i t a n e t ava i l ab i l i t y of f o o d g r a i n s 
a b o v e 500 g r a m s p e r d a y for t h e first t i m e t o 5 0 9 g r a m s i n 1991 a s 
p e r t he l a tes t (1991-92) E c o n o m i c S u r v e y of t he G o v e r n m e n t of 
I n d i a . T h i s is n o t s p e c t a c u l a r l y h i g h e r t h a n t h e P r e - G r e e n 
R e v o l u t i o n p e a k of 480 g r a m s p e r cap i t a p e r d a y in 1965. W h a t is 
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w o r s e , p e r capi ta ne t avai labi l i ty of pu l se s ( inc luded in food-
gra ins ) , t he m a i n s o u r c e of pr iHeins for the m a s s e s , has b e e n 
dec l in ing s ignif icant ly b e i n g on ly 39.7 g r a m s pe r d a y in 1991 
c o m p a r e d to 61.6 g r a m s p e r d a y in 1965. T h e p r o d u c t i o n of p u l s e s 
h a s been prac t ica l ly s t a g n a n t , w i t h .Tuctuat ions the re in b e t w e e n 
the ye a r s o v e r t h e four d e c a d e s . Yet, t ak ing foodgra in s a s a w h o l e , 
o n e cou ld s a y t h a t w e h a v e r enched self-sufficiency in t h e m , 
a l t h o u g h d u r i n g d r o u g h t s , i m p o r t s h a v e b e e n occas ioned to k e e p 
buffer s tocks a d e q u a t e a n d to mee t con t ingen t s h o r t a g e s . If t he p e r 
cap i ta ne t ava i lab i l i ty as in 1991 h a s to b e m a i n t a i n e d , a g r o w t h of 
p r o d u c t i o n e q u a l to the r a t e of g r o w t h of p o p u l a t i o n (over 1990-91 
a s base ) p l u s a l i t t le ex t r a t o m e e t w a s t a g e a n d to b u i l d buf fer 
s locks , w o u l d b e t h e m i n i m u m neces sa ry a s far as f o o d g r a i n s a r e 
conce rned . Bu t if o u r goa l is to p r o m o t e p e r capi ta real i n c o m e p e r 
w o r k e r in a g r i c u l t u r e , a b s o r b the u n e m p l o y e d a n d e v e n e x p o r t a 
little, h i g h e r g r o w t h r a t e s a n d c r o p divers i f ica t ion w o u l d b e 
necessary . 

T h e r e a r e stil l p r o b l e m s , h o w e v e r , in a c h i e v i n g a be t t e r r eg iona l 
s p r e a d in ag r i cu l t u r a l p r o d u c t i o n a n d its g r o w t h . S ince t h e H Y V s 
a r e b y a n d l a rge l imi t ed to r ice a n d w h e a t , a n d a r e ye t to m a k e a n 
i m p a c t o n coa r se cerea ls a n d p u l s e s , t he g r e e n r e v o l u t i o n h a s still 
b e e n b y - p a s s i n g t h e s emi -a r i d ra infed t racts g r o w i n g these c r o p s . 
T h e r e d o e s n o t a p p e a r to b e a n y major b r e a k t h r o u g h in d e v e l o p ­
i n g HYVs su i t ab le for t h e d i v e r s e ra infed r eg ions . T h e co-efficient 
of va r i a t ion in p e r cap i ta p r o d u c t i o n of cerea ls as b e t w e e n Sta tes 
h a d s h o w n s o m e dec l ine in the ea r ly sixt ies, b u t h a s r i sen f rom 54 
p e r cen t in 1970-71 to 84 p e r cen t in 1988-89. F o i t u n a t e l y , h o w e v e r , 
no t on ly is t he co-efficient of va r i a t ion in p e r capi ta c o n s u m p t i o n 
of cereals m u c h l o w e r (on ly 12 p e r cent d u r i n g the e ight ies) t h a n in 
p r o d u c t i o n , it h a s a l so dec l ined , e v e n if m a r g i n a l l y c o m p a r e d to 
the sixties (Kr i shnan , 1992 : 2485). This , h o w e v e r , d o e s n o t r e d u c e 
the n e e d for r e d u c i n g d i s p a r i t y in ag r i cu l tu ra l d e v e l o p m e n t , 
t h o u g h it is not neces sa ry for each Sta te to b e c o m e self-sufficient in 
foodgra ins . M o v e m e n t of f oodg ra in s across b o r d e r s m a y r e d u c e 
d i spa r i t y in c o n s u m p t i o n , b u t n o t necessar i ly in i n c o m e s in ru ra l 
a r ea s un l e s s lack of g r o w t h in foodg ra in s is offset b y d e v e l o p m e n t 
in o t h e r sec tors . 
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C a n a l i r r i g a t i o n c o u l d p l a y a n i m p o r t a n t r o l e b y s p r e a d i n g 
a g r i c u l t u r a l d e v e l o p m e n t t o a r e a s o t h e r w i s e p o o r i n w a t e r 
r e s o u r c e s . U n f o r t u n a t e l y ineff ic ient m a n a g e m e n t a n d w a s t a g e of 
w a t e r h a v e c o m e i n t h e w a y of r e a p i n g t h e full b e n e f i t s of th i s 
r e s o u r c e . Let a l o n e n e w i n v e s t m e n t , e x i s t i n g s t r u c t u r e s a r e n o t 
u s e d t o c a p a c i t y . T h e p r i c i n g m e c h a n i s m a n d t h e d i s t r i b u t i v e 
s y s t e m a r e a l s o s u c h a s to s t i m u l a t e w a s t a g e of w a t e r . P r o b a b l y , a 
shif t f r o m b u r e a u c r a t i c m a n a g e m e n t to p a r t i c i p a t o r y m a n a g e m e n t 
i n v o l v i n g f a r m e r s c o u l d r a i s e t h e p r o d u c t i v i t y of t h i s r e s o u r c e a n d 
h e l p in r e d u c i n g i n t e r - r e g i o n a l d i s p a r i t i e s in a g r i c u l t u r a l 
d e v e l o p m e n t . 

I n v e s t m e n t i n A g r i c u l t u r e 

I n v i e w of t h e f a l l i ng r a t e s of c a p i t a l f o r m a t i o n in a g r i c u l t u r e 
d u r i n g t h e e i g h t i e s , t h e r e is n o w a fear o v e r w h e t h e r e v e n t h e 
m o d e s t g r o w t h p e r f o r m a n c e in a g r i c u l t u r e w o u l d b e m a i n t a i n e d 
i n f u t u r e ( S h e t t y , 1990; K u m a r , 1992). T h e p r o p o r t i o n of a g r i ­
c u l t u r a l i n v e s t m e n t ( g r o s s c a p i t a l f o r m a t i o n ) i n G D P f r o m 
a g r i c u l t u r e i n c r e a s e d in r e a l t e r m s f r o m a m e r e 5.5 p e r cen t in 
1960-61 to 8.0 p e r c e n t in 1969-70 a n d f u r t h e r to 13.1 p e r cen t in 
1979-80.3 T h e r e a f t e r , it is a p i c t u r e of a l m o s t c o n t i n u o u s fall, t h e 
p r o p o r t i o n s b e i n g 10.4 p e r cen t in 1980-81 a n d 7.4 p e r c e n t in 
1989-90. A p e r p l e x i n g a s p e c t of t h i s b e h a v i o u r is t h a t t h e r a t e of 
c a p i t a l f o r m a t i o n in a g r i c u l t u r e c o n t i n u e d to r i s e d u r i n g t h e 
s e v e n t i e s w h e n t h e t e r m s of t r a d e of a g r i c u l t u r e d e c l i n e d , b u t 
s t a r t e d fa l l ing e v e n w h e n t h e y t u r n e d f a v o u r a b l e . T h e t e r m s of 
t r a d e d o n o t s e e m to exe rc i se m u c h i n f l u e n c e o n th i s . It is m o r e 
l ike ly , h o w e v e r , t h a t it d e p e n d s o n t h e b e h a v i o u r of g o v e r n m e n t 
i n v e s t m e n t in a g r i c u l t u r e , w h i c h is a n e x o g e n o u s fac to r sub jec t to 
fiscal s t r e s s e s a n d s t r a i n s w h i c h b e c a m e a c u t e d u r i n g t h e l a t e r 
e i g h t i e s . 

T h e p r o p o r t i o n of p u b l i c i n v e s t m e n t in to ta l a g r i c u l t u r a l i n v e s t ­
m e n t h a s d e c l i n e d f r o m 38.7 p e r c e n t 1980-81 to 27.0 p e r c e n t in 

3. The figures of capital formation including the proportions mentioned in this para are based 
on constant (1980-81) prices. 
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1989-90. In a b s o l u t e t e rms a lso , t he r e h a s b e e n a s t e a d y fall in 
pubUc i n v e s t m e n t in a g r i c u l t u r e f rom Rs . l796 crores in 1980-81 to 
Rs.1169 c ro re s in 1989-90 (at 1980-81 pr ices) . O n the o t h e r h a n d , 
p r i v a t e i n v e s t m e n t in a g r i c u l t u r e inc reased f rom Rs.2840 crores in 
1980-81 to Rs.3165 c ro re s in 1989-90 (at 1980-81 pr ices) d u r i n g t h e 
d e c a d e ; it is h o w e v e r , m a r k e d m o r e b y f luc tua t ions t h a n a t r e n d . 
T h e inc rease in p r i v a t e i n v e s t m e n t w a s n o t s ignif icant e n o u g h to 
offset t h e dec l ine in pubUc i n v e s t m e n t . It is p o i g n a n t to n o t e tha t 
t he dec l ine in capi ta l f o rma t ion h a s o c c u r r e d t h o u g h t he r e w a s n o 
s u c h t r e n d in t h e a g g r e g a t e capi ta l f o r m a t i o n in the e c o n o m y . At 
the a g g r e g a t e level , cap i t a l f o r m a t i o n w a s 21.1 p e r cent of G D P in 
1980-81 a n d 23.5 p e r cen t of G D P in 1988-89, t h o u g h this d o e s n o t 
i nd ica t e a t r e n d a s s u c h d u e to f luc tua t ions r a n g i n g u p t o 26.3 p e r 
cen t d u r i n g the p e r i o d . D u e to the l o w e r capi ta l o u t p u t ra t io in 
a g r i c u l t u r e , i t is n o t expec t ed tha t cap i ta l f o rma t ion s h o u l d b e a t 
t he s a m e ra t e a s in t h e total e c o n o m y . T h e conce rn is a b o u t the fall. 

Th i s fall is a l so reflected in t h e p r o p o r t i o n of p l a n o u t l a y s o n 
a g r i c u l t u r e . T h e r e l a t ive p r i o r i t y w h i c h a g r i c u l t u r e , r ece ived in t h e 
First P l a n (1951-56) h a s n o t b e e n r e p e a t e d aga in . T h e p r o p o r t i o n of 
P l an e x p e n d i t u r e (as p e r cent of total pub l i c sec tor e x p e n d i t u r e ) o n 
a g r i c u l t u r e , i r r iga t ion , r u r a l d e v e l o p m e n t , f lood con t ro l ( a n d 
Spec ia l A r e a s P r o g r a m m e ) w h i c h w a s 36.9 in t h e First P l a n fell i n 
t h e v e r y next to 20.7 (1956-65). It w a s s t e p p e d u p s u b s e q u e n t l y to 
24.9 p e r cent d u r i n g the Sixth P l an (1980-85), b u t d r o p p e d a g a i n to 
22.0 p e r cent d u r i n g the Seven th P l an (1985-90), a n d fur ther to 20 
p e r cen t a n d 20.4 p e r cen t d u r i n g t h e t h e p l a n y e a r s of 1990-91 a n d 
1991-92 respec t ive ly . Th is s h a r e h a s b e e n ra i sed to 22.2 p e r cent 
d u r i n g the E i g h t h P l a n (1992-97), s l ight ly e x c e e d i n g the S e v e n t h 
P l an level . T h e r e is fo r tuna te ly n o dec l ine in a b s o l u t e t e rms . But 
p r o p o r t i o n a t e l y , t h e r e is n o w less r e sou rce f low to a g r i c u l t u r e 
f rom P lan O u t l a y s . Th i s m a y b e defended o n the g r o u n d tha t the 
p r o p o r t i o n of G D P from a g r i c u l t u r e h a s dec l ined o v e r the years . 
Bu t c o n s i d e r i n g t h e c o n t i n u i n g d e p e n d e n c e of the b u l k of o u r 
w o r k f o r c e o n it a n d re la t ive ly l o w e r i n c o m e p e r w o r k e r in the 
sector , a g r ea t e r p r o p o r t i o n of pub l i c sec tor ou t l ay o u g h t to h a v e 
g o n e to it t h a n it h a s rece ived. A n o t h e r just if icat ion for this is that 
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cap i t a l o u t p u t r a t io in a g r i c u l t u r e is l o w e r c o m p a r e d to o t h e r 
sec tors , r e s u l t i n g in h i g h e r v a l u e a d d e d f rom a g iven u n i t of 
m v e s t m e n t . 

C r e d i t F l o w s to A g r i c u l t u r e 

W e ge t a s o m e w h a t s imi l a r p i c t u r e a b o u t c red i t f low to agr icu l ­
t u r e . T h e r e h a s b e e n n o dec l ine in a b s o l u t e t e r m s in t h e c red i t f low 
to a g r i c u l t u r e , b u t a s a p r o p o r t i o n of to ta l b a n k cred i t , c red i t to 
a g r i c u l t u r e h a s s o m e w h a t dec l ined f rom 15.8 p e r cen t in J u n e 1988 
to 14.2 p e r cen t in J u n e 1992.4 n- ig p e r t i n e n t to recall , h o w e v e r , t ha t 
th is p r o p o r t i o n w a s a s l o w as 1.5 p e r cen t in J u n e 1969, w h i c h 
s u b s e q u e n t l y i n c r e a s e d to 5.9 p e r cent in J u n e 1975 a n d 13.8 p e r 
cen t in J u n e 1985. Tab l e 7 p r e s e n t s s tat is t ics o n d i rec t i n s t i tu t iona l 
f inance to a g r i c u l t u r e a n d a l l ied act ivi t ies d u r i n g recen t y ea r s in 
t e r m s of l oans i s sued . T h e R e p o r t of the A g r i c u l t u r a l C r e d i t 
R e v i e w ( K h u s r o ) C o m m i t t e e set u p b y the Rese rve B a n k of Ind i a 
h a s o b s e r v e d , " even af ter co r rec t ing for inf lat ion, t he real t e r m s 
g r o w t h in t h e d e p o s i t s a s we l l as loans of nea r ly all of t he c red i t 
s y s t e m s (to ag r i cu l tu re ) h a s b e e n pos i t i ve a n d in case of com­
merc i a l b a n k s q u i t e impre s s ive" . T h e c o m m i t t e e h a s h o w e v e r 
o b s e r v e d t h a t i n sp i t e of th is q u a n t i t a t i v e e x p a n s i o n , t he credi t 
s y s t e m h a s suffered f rom four ma jo r w e a k n e s s e s : (i) w e a k 
recyc l ing of c red i t , (ii) p o o r d e p o s i t mobi l i sa t ion , (iii) ineffective 
l e n d i n g , a n d (iv) p o o r l o a n r e c o v e r y (RBI, 1989 p p . 11-15). T h e 
w e a k n e s s e s a r e s o s e r i ous tha t t he c red i t s y s t e m for a g r i c u l t u r e is 
n o t s u s t a i n a b l e o n its o w n , a n d u n l e s s c o n t i n u o u s l y p r o p p e d u p 
b y t he S ta te b y c o m m i t t i n g va s t r e sou rces f rom o u t s i d e t he s y s t e m , 
it wi l l c rash . T h e dec l ine in p r o d u c t i v i t y a n d efficiency of the credi t 
s y s t e m espec ia l ly in a g r i c u l t u r e , therefore , c a m e u n d e r a t tack b y 
t h e N a r a s i m h a m C o m m i t t e e (RBI, 1991). T h e w e a k n e s s of t he 
cred i t s y s t e m , h o w e v e r , ca imot b e j u d g e d o n l y f rom the a n g l e of 
o v e r d u e s w h i c h a r e n o d o u b t v e r y h i g h in re la t ion to d e m a n d . 
T h e r e is a l so a b o r r o w e r s ' ang le , a n d the t e n d e n c y to g r a n t l oans 
o n l y to m e e t a p a r t of t he cost i n v o l v e d , t he prac t ice of a rb i t ra r i ly 

4 Source: Reserve Bank oi India. 
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T a b l e 7 : D i r e c t I n s t i t u t i o n a l F i n a n c e for A g r i c u l t u r e a n d 
A l l i e d A c t i v i t i e s 

L o a n s I s s u e d d u r i n g the y e a r (July-June) (Rs. c rores) 

'86-87 '87-88 '88-89 '89-90 '90-91 '91-92 

i. Cooperatives 3701 4710 4873P 5453P 5392^ 
2. State Govts. 210 478 275 292 359P 398P 
3. Scheduled Com­

mercial Banks 
(excluding RRBs) 3324 3526 3814 4282 4676 

4. Regional Rural 
Banks 477 483 420 647 2841^ 515P 

5. Total Direct 
Finance (l)to (4) 7720 9198 9381 10675 10710 

P: Provisional. R: Revised 
Source; Reserve Bank of India. 

cu t t ing s h o r t t he m a t u r i t y p e r i o d of r e p a y m e n t of l oans m u c h 
b e l o w N A B A R D r e c o m m e n d a t i o n s , i n a d e q u a t e initial g r a c e p e r i o d 
a n d s u c h o t h e r factors h a v e a g g r a v a t e d b o r r o w e r s ' w o e s (Kah lon , 
1991). T h u s , i n sp i t e of p u m p i n g m o r e c red i t in to a g r i c u l t u r e , t he 
qua l i t y of credi t h a s n o t i m p r o v e d . 

Cred i t f lows to a g r i c u l t u r e a n d the ru ra l sec to r h a v e a l s o t e n d e d to 
b e c o n c e n t r a t e d in a f ew reg ions a n d o n w e l l - t o - d o f a rmers a n d 
b u s i n e s s m e n in r u r a l a r ea s . Regional ly , t h e n o r t h e r n , s o u t h e r n a n d 
w e s t e r n s ta tes h a d the h ighes t c red i t d i s b u r s e m e n t p e r hec ta re , t he 
eas t e rn a n d cent ra l s ta tes u s e d less t han half. In a g g r e g a t e t e r m s , 
e igh t S ta t e s ( A n d h r a P r a d e s h , Tami l N a d u , K a r n a t a k a , Kera la , 
Pun jab , Haryana, Gujarat and M a h a r a s h t r a ) rece ived a s u b s t a n t i a l 
p r o p o r t i o n - a b o u t 70 p e r cent of total c o m m e r c i a l b a n k c red i t 
a d v a n c e d for a g r i c u l t u r e in recent y e a r s . ^ C o n c e n t r a t i o n of c red i t 
in a d v a n c e d r eg ions is n o d o u b t d u e to the g rea t e r f inanc ing 

5. On the basis of information provided by Reserve Bank of India. 
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o p p o r t u n i t i e s ava i l ab le in t h - s e St nes b u i u a s s i tua t ion of r eg iona l 
i m b a l a n c e in c red i t could b e cor rec ted on ly w h e n reg iona l 
i m b a l a n c e in a g r i c u l t u r a l d e v e l o p m o n t is r e d u c e d b y la rge scale 
pub l i c i n v e s t m e n t s in t he r e g i o n s w h i c h a r e re la t ive ly b a c k w a r d . 

P r i ces , P r o c u r e m e n t a n d P ro f i t s 

S u p p l y r e s p o n s e s t u d i e s h a v e gene ra l ly s h o w n tha t ag r i cu l tu ra l 
o u t p u t is m u c h m o r e r e s p o n s i v e to avai labi l i ty of the r ight 
t e c h n o l o g y a n d i n p u t s Uke i r r iga t ion a r d fertiliser, t h a n m e r e l y to 
pr ice . B o t h s h o r t r u n a n d l o n g r u n pr ice elasticit ies of s u p p l y h a v e 
b e e n s h o w n to b e less t h a n u n i t y (see for e x a m p l e a recen t s t u d y 
b y G u l a t i a n d S h a r m a , M a r c h 1990, for r ice a n d w h e a t , w h i c h is in 
l ine w i t h ear l ier s tud i e s ) . P r ice pol icy , h o w e v e r has to p l ay a 
s u p p o r t i v e ro le t h o u g h n o t a s a p r i m e i n s t r u m e n t . If the pr ice 
r e g i m e is d i s c o u r a g i n g , t e c h n o l o g y a d o p t i o n can b e s low. In India , 
p r i c e incen t ives a r e offered b o t h b y c o n t i n u o u s l y inc reas ing 
p r o c u r e m e n t p r i ces in l ine w i t h c h a n g e s in costs a n d t e r m s of 
t r a d e , a n d b y inc reas ing i n p u t subs id i e s . 

I n d i a n a g r i c u l t u r e is m a r k e d b y ex tens ive a n d signif icant ly large 
s u b s i d i e s o n ferti l iser, c red i t , i r r iga t ion , a n d electricity. W h i l e 
fertiliser p r i ces w e r e h e l d fairly s t ab l e u p t o 1990-91, subs id i e s o n 
ferti l isers i nc reased f rom a m e r e Rs.375 crores in 1981-82 to Rs.5205 
c ro res in 1991-92, t h o u g h it w a s cu t to the level of Rs.4,000 crores 
i n t h e 1992-93 b u d g e t , a l l o w i n g s o m e d e c o n t r o l a n d r ise in 
fertiliser p r i ces . Subs id i e s o n i r r iga t ion , electricity a n d credi t a r e 
n o t so o p e n in t he b u d g e t a c c o u n t s , b u t a r e e s t ima ted to b e qu i t e 
s u b s t a n t i a l (Gula t i a n d S h a r m a , 1991 : 228-230). 

It h a s h o w e v e r b e e n a l l eged tha t t h o u g h the re a r e subs tan t i a l 
s u b s i d i e s o n i n p u t s s u p p l i e d to ag r i cu l t u r e , the pr ices of agr icul ­
tu ra l p r o d u c e a r e a lso de l ibe ra te ly s u p p r e s s e d . T h e c o m p u l s o r y 
p r o c u r e m e n t s y s t e m , t he p u r p o s e of w h i c h is to m e e t the n e e d s of 
t he p u b l i c d i s t r i b u t i o n s y s t e m a n d to b u i l d buffer s tocks , is 
p a r t i c u l a r l y b l a m e d for th is , a s b e i n g r e spons ib l e for d e n y i n g 
m a r k e t p r i ces to f a r m e r s . W e h a v e to recall , h o w e v e r , t ha t t he re is 
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o n l y a pa r t i a l p r o c u r e m e n t ^ a n d w h e n a p a r t of t h e d e m a n d is m e t 
a t less t h a n m a r k e t pr ices , the re is a n u p w a r d p r e s s u r e o n the free 
m a r k e t p r ices . P r o c u r e m e n t a l so i n t r o d u c e s a d o w n w a r d r ig id i ty 
to m a r k e t pr ices a n d w h e n e v e r p r o c u r e m e n t p r i ces a r e i nc reased , 
t hey exer t a n u p w a r d p r e s s u r e o n free m a r k e t p r ices . D a n t w a l a 
a r g u e d l o n g a g o tha t t h e w e i g h t e d a v e r a g e of p r o c u r e m e n t a n d 
free pr ices u n d e r a s y s t e m of pa r t i a l p r o c u r e m e n t w o u l d b e m o r e 
t h a n the pr ices tha t w o u l d h a v e p r e v a i l e d in the a b s e n c e of t h e 
s y s t e m ( D a n t w a l a , 1 9 6 7 ) 7 Ironical ly , it is prec ise ly t h e on ly t w o 
c r o p s w h i c h f igure p r o m i n e n t l y in p r o c u r e m e n t - w h e a t a n d rice^ 
w h i c h h a v e s h o w n m o r e spec t acu l a r g r o w t h . This w o u l d s h o w 
that the pr ice r e g i m e in the context of p r o c u r e m e n t h a s no t b e e n 
such as to d i s c o u r a g e t e c h n o l o g y a d o p t i o n . N e v e r t h e l e s s , t he r e is a 
s t r o n g feeling a m o n g f a rmer s tha t d e s p i t e s u b s i d i e s , f a r m e r s a r e 
d e n i e d t h e p r o p e r p r i ces d u e to t h e m . 

In the a b s e n c e of a v is ib le free m a r k e t e q u i l i b r i u m pr ice tha t w o u l d 
h a v e p r e v a i l e d in the a b s e n c e of S ta te i n t e r v e n t i o n , r ecen t r e s e a r c h 
has t e n d e d to t a k e i n t e rna t i ona l p r ices a s a reference or a s t a n d a r d 
to assess w h e t h e r d o m e s t i c p r ices a r e s u b s i d i s e d o r d e p r e s s e d . T h e 
c rops a r e sa id to b e s u b s i d i s e d ( ' taxed ' ) if t h e y rece ive h i g h e r 
( lower) d o m e s t i c p r i ces for their p r o d u c t s t h a n i n t e rn a t i o n a l 
pr ices . Direct t ransfers to a g r i c u l t u r e a n d ind i rec t t ransfers such as 
i n p u t s u b s i d e s a r e a l so t aken in to accoun t . T h u s a P r o d u c e r 
S u b s i d y Equ iva l en t is e s t i m a t e d as fol lows: 

Q (Fd - P w . X) + D + I 
PSE = -• 

Q * P d + D 

6. Only rice and wheat (igure prominently in procurement of foodgrains. Thus in 1990-91, of the 
24.15 million tonnes of foodgrains procured (which formed 13.7 por cent of their total output 
during the year), rice accounted for 12.92 million tonnes and wheat 11.06 million tonnes. As 
proportions of the respective output of the two crops, their procurement was only 17.3 per 
cent for rice and 20.3 per cent for wheat in 1990-91. Procurement operations have, however, 
increased : it accounted for only 6.3 per cent of the output of foodgrjins in 1965-66, which is 
less than half of the current proportion. 

7. There is a long list of scholars to support this both theoretically and cmpihcaily (eg. Krishnaji, 
1973; Mitra, 1977; Vcnkataramanan, 1979 : 223-26; Subbarao, 1979). 
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W h e r e Q is t h e q u a n t i t y of p r o d u c t i o n of a g i v e n c o m m o d i t y ; P d is 
t h e r e l e v an t d o m e s t i c pr ice ; P w is t he i n t e rna t i ona l p r i ce in w o r l d 
c u r r e n c y u n i t s ; X is e x c h a n g e ra te ; D is d i rec t t ransfers to 
p r o d u c e r s ; a n d I is i nd i r ec t t ransfers ( i n p u t subs id ies ) . A mer i t of 
th is f o r m u l a is t h a t it d o e s n o t s t o p a t m e r e l y a c o m p a r i s o n of 
d o m e s t i c w i t h t h e w o r l d pr ices , b u t a l so t akes in to a c c o u n t d i rec t 
t r ans fe r s a n d s u b s i d i e s o n t r a d e a b l e (eg. fertilisers) a n d n o n t r a d e -
ab le (eg. i r r iga t ion) i n p u t s . A few s t u d i e s for Ind i a a r e a l r e a d y 
ava i l ab le w h i c h h a v e m a d e u s e of this concep t (Gulat i a n d S h a r m a 
1991 a n d 1992; S h a r m a , 1992). 

In a c ross c o u n t r y c o m p a r i s o n u s i n g this f o r m u l a for t he p e r i o d 
1982-87, it w a s f o u n d t h a t I n d i a n a g r i c u l t u r e w a s 'ne t t axed ' orUy 
to t h e ex t en t of 2.33 p e r cent , w h i l e a t t he e x t r e m e the re w a s t he 
case of C o l u m b i a w i t h a ne t ' t ax ' of 54.5 p e r cent . E v e n Pak i s t an 
ne t ' t a x e d ' i ts a g r i c u l t u r e to t h e ex ten t of 21.8 p e r cent . O n o t h e r 
s ide , d e v e l o p e d coun t r i e s ne t s u b s i d i s e d o r p ro t ec t ed its agr icu l ­
t u r e . A t t h e e x t r e m e , t h e r e w a s J a p a n w i t h a ne t s u b s i d y of 72.5 p e r 
cent . E u r o p e a n c o m m u n i t y (except S p a i n a n d Por tuga l ) ne t 
s u b s i d i s e d to t h e ex t en t of 37 p e r cent , U S A 26.2 p e r cent , a n d 
C a n a d a 33.5 p e r cent . (Gula t i a n d S h a r m a , 1992 : A-108). 

PSE, h o w e v e r , differs f rom c r o p to c r o p , a n d a lso d e p e n d i n g u p o n 
w h e t h e r a c o m m o d i t y in q u e s t i o n is a s s u m e d to b e a n expo r t ab l e 
o r a n i m p o r t a b l e . U n d e r t he e x p o r t a b l e h y p o t h e s i s , t he c r o p in 
q u e s t i o n c o m p e t e s a t a foreign por t ; s ince t r a n s p o r t has to b e b o r n e 
b y t h e e x p o r t e r a n d still c o m p e t e a t t he w o r l d pr ice , the reference 
p r i ce is w o r l d p r i c e m i n u s t r a n s p o r t costs , i n s u r a n c e etc. U n d e r t h e 
i m p o r t a b l e h y p o t h e s i s , t he c r o p in q u e s t i o n h a s to c o m p e t e w i t h 
i m p o r t s a t p r i ces w i t h t r a n s p o r t a n d i n s u r a n c e costs a d d e d to 
w o r l d p r ices . T h u s , a PSE for a c r o p can s h o w a pos i t ive v a l u e 
( tha t is , s u b s i d y ) u n d e r e x p o r t a b l e h y p o t h e s i s a n d a nega t ive v a l u e 
( tha t is, tax) u n d e r i m p o r t a b l e h y p o t h e s i s , b e c a u s e a compe t i t i ve 
e x p o r t p r i c e w o u l d a l w a y s b e l o w e r t h a n compe t i t i ve i m p o r t cost. 
O r a t least , t he ex ten t of s u b s i d y w o u l d b e s h o w n to b e h i g h e r a n d 
ex ten t of tax l o w e r u n d e r t he e x p o r t a b l e h y p o t h e s i s t h a n u n d e r 
i m p o r t a b l e h y p o t h e s i s . T h e q u e s t i o n of w h i c h h y p o t h e s i s is 
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re levant w o u l d d e p e n d u p o n w h e t h e r w e a r e c o n s i d e r i n g e x p o r t s 
of o u r c o m m o d i t i e s , o r i m p o r t s a r e p r o p o s e d . N o w tha t t he r e is 
s o m e d i s c u s s i o n a b o u t fu r the r s t i m u l a t i n g e x p o r t s f rom agr i ­
cu l tu re , it m a y b e sa id tha t h a v i n g p a s s e d t h r o u g h t h e i m p o r t 
s tage a n d r e a c h e d self-sufficiency a t least in food g r a i n s , t h e 
expo r t ab l e h y p o t h e s i s w o u l d b e m o r e r e l evan t . Signif icant ly , 
Ind ian a g r i c u l t u r e is n o w a ne t e x p o r t e r a n d n o t a n i m p o r t e r . N e t 
expor t s of a g r i c u l t u r e (after d e d u c t i n g t h e v a l u e of i m p o r t s ) 
inc reased f rom Rs.763 crores in 1980-81 to Rs.5190 crores in 
1990-91, t h o u g h a s a p e r c e n t a g e of to ta l e x p o r t s t h e a g r i c u l t u r a l 
expor t s h a v e dec l ined (Singh et.al., 1992). Yet, t he i m p o r t a b l e 
h y p o t h e s i s is u s e d m o r e t h a n the e x p o r t a b l e , b e c a u s e in t h e case of 
w h e a t w e h a v e t e n d e d to i m p o r t r a t h e r t h a n e x p o r t e v e n if 
marg ina l ly . Th i s m a y h a v e to d o w i t h the p e r c e p t i o n tha t it w o u l d 
b e m o r e a g r e e a b l e to s h o w tha t I n d i a n a g r i c u l t u r e is ne t t axed 
r a t h e r t h a n ne t s u b s i d i s e d . 

T h u s , o n the bas i s of i m p o r t a b l e h y p o t h e s i s , P K S h a r m a (1992) 
s h o w s t h a t t h e a v e r a g e v a l u e of PSE for r ice for t h e p e r i o d 1980-81 
to 1991-92 in Ind i a t u r n e d o u t to b e in -6.49 p e r cent t a k i n g 
who le sa l e p r i ces for d o m e s t i c pr ices , a n d -43.62 p e r cent t a k i n g 
p r o c u r e m e n t p r ices for d o m e s t i c pr ices . T h e r e spec t i ve v a l u e s for 
w h e a t t u r n e d o u t to b e -16.48 a n d -31.07 p e r cen t . T h u s , b o t h s h o w 
a pos i t i on of b e i n g ne t ' t axed ' (Sha rma , 1992 : 345). In te res t ing ly , 
t h e m a g n i t u d e of ' t axa t ion ' h a s s ignif icant ly inc reased in 199Q-91 
a n d 1991-92, n o t so m u c h b e c a u s e ac tua l ly m o r e r e v e n u e s a r e 
s q u e e z e d o u t of the f a rmers b y the g o v e r n m e n t , b u t b e c a u s e the 
dras t ic fall in the e x c h a n g e v a l u e of the r u p e e h a s inf la ted 
in t e rna t iona l p r ices in t e rms of r u p e e s . Th is a l so d r a m a t i c a l l y 
exposes the w e a k n e s s of the PSE as a n i n d e x of taxa t ion . It is 
v u l n e r a b l e to f luc tua t ions n o t on ly to w o r l d pr ices w h i c h a r e 
volat i le e n o u g h b u t a l so to e x c h a n g e v a l u e s . T h e d e v e l o p i n g 
count r ies a r e pa r t i cu l a r ly p r o n e to d e p r e c i a t i o n of the i r e x c h a n g e 
ra te . N o w o n d e r , m o s t of the d e v e l o p i n g coun t r i e s s h o w 'ne t tax ' 
s ta tus for ag r i cu l tu re . T h e e x c h a n g e r a t e is n o ind ica to r of the 
p u r c h a s i n g p o w e r pa r i t y . For e x a m p l e , w h a t a b o u t c o m p a r a t i v e 
w a g e levels? If w o r l d pr ices a r e g o o d e n o u g h as reference p o i n t s . 
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w h y n o t w o r l d levels of w a g e s ? D o n o t I n d i a n fa rmere get the i r 
l a b o u r a t a m u c h c h e a p e r r a t e t han a n y w h e r e else? If PSEs a r e 
m e c h a n i c a U y i n t e r p r e t e d a n d poUtical s ignif icance is g iven to ' ne t 
tax ' s t a t u s , it w o u l d b e m i s l e a d i n g . T h e y d o n o t necessar i ly m e a n 
tha t t he d o m e s t i c pr ices h a v e to b e inc reased to t h e ex ten t tha t t he 
' ne t t ax ' is w i p e d ou t . T h a t w o u l d b e t he su r e s t w a y to w i p e o u t 
a n y e x p o r t a d v a n t a g e for I n d i a n ag r i cu l t u r e , pa r t i cu l a r ly s ince 
PSEs a r e ca lcu la ted of ten u n d e r ' i m p o r t a b l e h y p o t h e s i s ' . E v e n if a 
ne t tax s t a t u s is f o u n d u n d e r e x p o r t a b l e h y p o t h e s i s , it is m o r e 
ind ica t ive of a n e x p o r t o p p o r t u n i t y r a t h e r t h a n of a n y n e e d to jack 
u p d o m e s t i c pr ices . A n e q u i l i b r i u m pr ice in o n e m a r k e t for a 
c o m m o d i t y n e e d n o t b e a t e q u i l i b r i u m for t h e s a m e c o m m o d i t y in 
a n o t h e r m a r k e t , w h e n t h e t w o m a r k e t s a r e v e r y different. T h e r e 
a r e a l so d o u b t s w h e t h e r w o r l d pr ices a r e after all t he resul t of a 
c o m p e t i t i v e e q u i l i b r i u m . 

Insp i t e of t he l imi ta t ions of PSE p o i n t e d o u t a b o v e , t h e concep t has 
s o m e e c o n o m i c s igni f icance if i n t e r p r e t e d cau t ious ly . It w o u l d 
i nd i ca t e tha t , m o r e r e s o u r c e s n e e d to flow i n t o t h e p r o d u c t i o n a n d 
p r o m o t i o n of c o m m o d i t i e s w h i c h s h o w a ne t tax s t a tu s , w h i l e a ne t 
s u b s i d y s t a t u s w o u l d i nd i ca t e c o m m i t m e n t of excess r e sou rces to 
t he c o m m o d i t y w h i c h cou ld a s we l l b e d i v e r t e d to c o m m o d i t i e s 
s h o w i n g n e t tax s t a t u s . T h i s w o u l d a l so a p p l y to r eg ions . T h u s if 
ce r t a in r e g i o n s o r s t a t e s s h o w a n e t tax s t a tu s , m o r e r e sources 
s h o u l d f low in to t h e m . If o n the o t h e r h a n d t hey s h o w ne t s u b s i d y 
s t a tu s , t h e y c o u l d d o w i t h fo rgo ing s o m e r e sou rces for d i v e r s i o n 
e l s e w h e r e . If I n d i a n a g r i c u l t u r e a s a w h o l e s h o w s ne t tax s t a tus , a s 
it d o e s in fact, it w o u l d i nd i ca t e tha t m o r e r e sources s h o u l d f low 
in to it. H o w e v e r , t h e c o n c e p t s of PSE a n d c o m p a r a t i v e a d v a n t a g e 
a r e s t a d c a n d d o no t i nd i ca t e l ong t e r m technologica l possibiUties . 
Bes ides , ce r t a in g o o d s m a y b e c o n s i d e r e d pol i t ical ly so i m p o r t a n t 
tha t self-sufficiency is s o u g h t in t h e m e v e n a t t he cost of s o m e 
p ro t ec t i on . N e v e r t h e l e s s , t he poli t ical ga in hiJS to b e w e i g h e d 
aga in s t e c o n a m i c cos ts , - a j u d g e m e n t m o r e in t he r e a l m of poli t ics 
t h a n e c o n o m i c s . 

T h e s t u d i e s b y G u l a t i a n d S h a r m a (Sept 1990, a n d 1991) a r e , 
h o w e v e r , use fu l at leas t in i nd ica t ing t r a d e o p p o r t u m t i e s m the 
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s h o r t r u n . U n d e r t h e expo r t ab l e h y p o t h e s i s , w h e a t , rice, g r o u n d ­
n u t a n d s u g a r c a n e c o m e o u t w i t h a ne t s u b s i d y s t a tu s , b u t n o t 
cot ton. C o t t o n w a s f o u n d to h a v e a c o m p a r a t i v e a d v a n t a g e 
n e e d i n g p r o m o t i o n . O n t h e o t h e r h a n d o i l seeds a n d s u g a r c a n e a r e 
heav i ly 'ne t s u b s i d i s e d ' b o t h u n d e r expo r t ab l e a n d i m p o r t a b l e 
h y p o t h e s e s . A po l i cy of i m p o r t s u b s t i t u t i o n is fo l lowed in the case 
of o i l seeds , b u t it h a s to b e e x a m i n e d if their a d d i t i o n a l p r o d u c t i o n 
is b y r ep l ac ing c r o p s w h i c h h a v e a b e t t e r c o m p a r a t i v e a d v a n t a g e , 
or if i n s t ead it w o u l d b e m o r e w o r t h w h i l e to i m p o r t a d d i t i o n a l 
n e e d s of ed ib le oil w h i c h is m u c h c h e a p e r in the w o r l d m a r k e t 
t han he re . C o m i n g to s u g a r c a n e , a p a r t f rom its p u r e l y e c o n o m i c 
costs, it c o n s u m e s a lot of w a t e r a t n o m i n a l c h a r g e a n d is n o t 
e n v i r o n m e n t a l l y s u s t a i n a b l e a t its c u r r e n t r a t e of u s e of r e sources . 
O b v i o u s l y , it is o n e of the c r o p s w h e r e the re is a g rea t n e e d for 
i m p r o v i n g r e s o u r c e u s e efficiency a n d r e d u c i n g subs id i e s . A s 
b e t w e e n s ta tes , s u r p l u s s ta tes a re found to h a v e b e e n m o r e 
subs id i s ed . M o r e r e sources n e e d to g o to the eas t e rn r eg ion a n d 
semi -a r id tracts in the s o u t h . 8 

T h e ne t ' t ax ' s t a tus of a sec tor o r a c r o p is n o ind ica to r of lack of its 
prof i tabi l i ty w h i c h n e e d s s e p a r a t e a s s e s s m e n t . A c ruc ia l q u e s t i o n 
is w h e t h e r p r o b l e m s of I n d i a n a g r i c u l t u r e h a v e to d o w i t h 
profi tabi l i ty. W e h a v e to rea l ise tha t a s y s t e m as in Ind ia can h a v e 
a b u l k of its p r o d u c t p r o d u c e d prof i tab ly b y a sma l l e r p r o p o r t i o n 
of f a rmers , a n d yet a major p r o p o r t i o n of farmei-s m a y n o t m a k e a 
decen t l iv ing as t h e y d o no t h a v e v iab le h o l d i n g s a n d a s s u c h n o t 
m u c h to sell. A l o w i n c o m e p e r capi ta b y itself d o e s n o t i nd ica t e 
l o w prof i tabi l i ty of the sector . N e v e r t h e l e s s , p r ices a n d y ie ld ra tes 
h a v e to erasure e n o u g h g ross i n c o m e tha t w o u l d cover n o t o n l y 
p a i d - o u t cos t s b u t a l so i m p u t e d in teres t o n o w n capi ta l , a n d 
i m p u t e d cost of family l abour , a n d g e n e r a t e profi ts . T h e cost of 

8. A recent study of regional spread in subsidies on agricultural inputs, identifies and classifies 
states according the level of subsidy and rale of growth. There are States like Uttar Pradesh 
ar\d Punjab which have received a major portion of subsidy and also show high growth, 
where subsidies could be significanlly reduced without much adverse effect. On the other 
hand, there are also States which have received low subsidies and also low growth like Orissa 
and Assam, where additional State support may be needed to stimulate growth (Rcddy and 
Deshpande, 1992). 
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femUy l a b o u r is n o w i m p u t e d o n t h e bas i s of m i n i m u m o r ac tua l 
w a g e s w h i c h e v e r a r e h ighe r . T h e c o m p r e h e n s i v e concep t of costs , 
C , i n c l u d e s n o t o n l y these b u t a l so i m p u t e d r e n t o n o w n l and , 
w h i c h rea l ly is n o t a cost b u t a p a r t of t h e s u r p l u s . F o l l o w i n g 
S R Sen C o m m i t t e e ' s r e c o m m e n d a t i o n s in 1980, a d is t inc t ion is 
n o w m a d e b e t w e e n C o s t C i w h i c h exc ludes i m p u t e d ren t o n o w n 
l a n d b u t i n c l u d e s o t h e r costs , a n d cost C2 w h i c h inc ludes ren ta l 
v a l u e of o w n e d l a n d . 

In t e r m s of full o r c o m p r e h e n s i v e cos t of p r o d u c t i o n (C), b o t h rice 
a n d w h e a t w e r e n o t prof i tab le to g r o w in t he ma jo r p r o d u c i n g 
s ta tes till t h e m i d d l e of t he sixties t h o u g h p a i d - o u t costs w e r e 
c o v e r e d (Tyagi , 1990 : 74). H o w e v e r t he p i c tu re i m p r o v e d there­
af ter a n d b o t h p r o c u r e m e n t a n d fa rm h a r v e s t pr ices i m p r o v e d 
subs tan t i a l ly , espec ia l ly in c o m p a r i s o n w i t h the pr ices of o the r 
c r o p s . T h e r e w a s n o p r o b l e m in cove r ing p a i d - o u t costs a n d 
i m p u t e d cos t of fami ly l abour . E v e n in t e rms of t he c o m p r e h e n s i v e 
C o s t C, t h e impl ic i t ( fa rm h a r v e s t pr ices) pr ices h a v e covered these 
costs . P r o c u r e m e n t pr ices h a v e c o v e r e d e v e n these c o m p r e h e n s i v e 
cos t s in t h e case of w h e a t , b u t c o u l d n o t a l w a y s d o s o in t h e case of 
rice a n d j o w a r d u e to fall in y ie lds in b a d yea r s . Genera l ly they 
h a v e e x c e e d e d cos ts ( N a d k a m i , 1987 : 189-197; Gula t i a n d S h a r m a , 
M a r c h 1 9 9 0 : A36-37). 

T h e p o s i t i o n d u r i n g t h e first half of t he e ight ies ( the latest th ree 
y e a r s for w h i c h d a t a a r e avai lable) is s h o w n in table-8, i n t e rms of 
t he ra tes of prof i t ca lcu la ted b o t h o v e r cost C | a n d cost C2- T h e y 
a r e s h o w n for p r inc ipa l c r o p s a n d a lso p r inc ipa l States p r o d u c i n g 
t h e m . T h e y s e e m r ea sonab ly g o o d ra les of profit , a n d d o n o t 
ind ica te a crisis of profi tabi l i ty as such . Both pa id o u t a n d i m p u t e d 
costs a n d o v e r h e a d s a r e m o r e t h a n covered . T h e profitabil i ty is 
m u c h h i g h e r w h e n ca lcu la ted in terms of cost C j w h i c h is a m o r e 
realist ic pos i t i on of t he s u r p l u s , s ince renta l v a l u e of o w n l a n d is 
n o t i n c l u d e d a s a cost in this concept . But ba r r i ng a few cases, even 
t h e r a t e of prof i t o v e r cost C2 cou ld b e cons ide red a s fairly 
sat isfectory. T h e r a t e s of prof i t h e r e a r e calculated in t e rms of farm 
h a r v e s t pr ices implici t in t he cost of cul t iva t ion d a t a , a n d cover t he 
v a l u e of m a i n p r o d u c t a n d a lso b y - p r o d u c t s . 
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T h o u g h p r o c u r e m e n t p r i ces h a v e gene ra l l y c o v e r e d full cos ts a n d 
a l so act a s g u a r a n t e e pr ices l>elow w h i c h m a r k e t p r ices d o n o t fall, 
t he re is a l w a y s a s e n s e of d e p r i v a t i o n s o l o n g a s t h e y a r e l o w e r 
than m a r k e t pr ices . If p r o c u r e m e n t pr ices w e r e to b e s u p p o r t 
p r ices on ly , t he r e is n o n e e d for c o m p u l s i o n in p r o c u r e m e n t . Bu t it 
a p p e a r s tha t t he r e is c o m p u l s i o n , a n d t r a d e r s a r e r e p o r t e d to b e 
no t a l l o w e d to b i d in t h e m a n d i s in the p r o c u r e m e n t s e a s o n in t h e 
case of w h e a t kill t he Food C o r p o r a t i o n of Ind ia ach i eves its 
p r o c u r e m e n t t a rge t s .^ In o t h e r w o r d s , t h o u g h p r o c u r e m e n t of 
w h e a t is in p r inc ip l e at ' m a r k e t p r i ces ' , in p rac t ice it is no t . T h e r e 
h a v e a l so b e e n a t t e m p t s to k e e p m a r k e t pr ices a little d e p r e s s e d in 
s u r p l u s s ta tes b y i m p o s i n g res t r ic t ions o n the m o v e m e n t of food-
g ra ins b y p r i v a t e t r a d e so that p r o c u r e m e n t is m a d e easy , w h i c h 
a r e re laxed after the p r o c u r e m e n t s eason is over . In te r -S ta te 
m o v e m e n t of p a d d y is m o r e r egu la t ed a n d is subject to p e r m i t s 
i s sued . A t t imes n o p e r m i t s a r e g i v e n for s u c h a m o v e m e n t a n d 
p r i v a t e t r a d e across Sta te b o r d e r s is total ly p r o h i b i t e d as d o n e b y 
A n d h r a P r a d e s h . I n sp i t e of this , a lot of m o v e m e n t t akes p lace , 
o b v i o u s l y t h r o u g h s m u g g l i n g a n d b r ibe ry . T h o u g h o n the w h o l e it 
is difficult to b l a m e u n r e m u n e r a t i v e n e s s of m a r k e t pr ices a s b e i n g 
respons ib le for a l o w level of p e r capi ta re la t ive i n c o m e in 
ag r i cu l tu re , a fall i n i ts cap i t a l fo rmat ion , a n d i ts m o d e s t g r o w t h 
pe r fo rmance , t he r e a r e never the less qu i t e s o m e i r r i tants in the 
p r o c u r e m e n t sy s t em. T h e t ransac t ion costs caused b y s u c h i r r i t an ts 
m a y jack u p pr ices , b u t a re no t i nc luded in Cos t s C^ o r C2 a s 
accoun ted in t h e cost of cu l t iva t ion s t u d i e s . T o tha t ex ten t , t h e rea l 
profi tabil i ty m a y b e lower t h a n w h a t is ind ica ted in table-8 in the 
case of p a d d y a n d w h e a t . 

T h e p r o c u r e m e n t s y s t e m has been a sou rce of h a r a s s m e n t b o t h in 
the case of rice a n d w h e a t , par t icu la r ly the former . P r o c u r e m e n t is 
in the form of a levy o n rice mil ls in Karr \a taka a n d no t d i rec t ly o n 
the farmers , b u t the mi l l o w n e r s shift t he levy b u r d e n o n to the 
farmers . T h e y can d o so because rice mills a r e not m e r e p roces s ing 

9. TYii* is the impression the author has gained from discussions %vilh a number of agricultural 
eamomists of India and delegates from the Northern part of India during the 52nd Annual 
Conference of the Indian Society of Agricukurat Economics ftt Coimbatore; December 1992. 
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T a b l e 8 : R a l e s o f P r o f i t i n S e l e c t e d C r o p s a n d S t a t e s 

Crop State Period Covered Average Rate 
of Profit (%) Over 

Cost C i Cost C2 

Paddy A n d h r a Pradesh 81/82 - 83 /84 51.6 7.7 
Assam 84/85-S6/87 44.8 n . o 
Bihar 81 /82 - 83/84 110.2 24.4 
Orissa 8 3 / 8 4 - 8 6 / 8 7 71.4 24.0 
Punjab 85/86 - 87 /88 63.0 20.1 
Tamil N a d u 7 9 / 8 0 - 8 1 / 8 2 53.7 17.3 
Ut tar Pradesh 8 1 / 8 2 - 8 3 / 8 4 43.0 8.2 
West Bengal 8 2 / 8 3 - 8 4 / 8 5 68.4 20.1 

Wheat Haryana 8 5 / 8 6 - 8 7 / 8 8 65.0 27.0 
Madhya Pradesh 84/85-86/87 74.2 21.7 
Punjab 8 5 / 8 6 - 8 7 / 8 8 59.3 19.2 
Uttar Pradesh 83/84 - 86 /87 59.8 22.8 

Jowar Karnataka 81 /82 - 83/84 70.1 27.9 
Maharasht ra 82/83-86/87 46.2 18.2 

C r a m Madhya Pradesh 8 5 / 8 6 - 8 7 / 8 8 106.8 36.7 
Uttar Pradesh 8 4 / 8 5 - 8 6 / 8 7 90.0 32.5 

Sugarcane Maharast ra 8 3 / 8 4 - 8 7 / 8 8 79.3 39.5 
Uttar Pradesh 8 4 / 8 5 - 8 6 / 8 7 " 160.6 77.9 

Groundnu t A n d h r a Pradesh 8 1 / 8 2 - 8 3 / 8 4 39.7 -1 .4 
Gujarat 8 2 / 8 3 - 8 6 / 8 7 47.4 19.4 

Cotton Gujarat 8 1 / 8 2 - 8 3 / 8 4 40.4 14.2 
Maharasht ra 8 1 / 8 2 - 8 3 / 8 4 29.1 7.2 

Scarce : C o m p u t e d from Cost of Cultivation of Principal Crops in India, Directorate of Economics 
and Statics, Ministry of Agriculture, Government of India, N e w Delhi , 1991. 

u n i t s ; t h e y a l s o t r a d e in r i c e . I n A n d h r a P r a d e s h , t h e l e v y o n rice 
m i l l s w a s a s h i g h a s 5 0 p e r c e n t . I n o t h e r s t a t e s , r i c e i s p r o c u r e d i n 
v a r i o u s o t h e r forms t o o . F o r e x a m p l e w h e n i t is b r o u g h t t o m a r k e t 
3'a d s , o n e - t h i r d of t h e s a l e is p r o c u r e d f r o m t r a d e r s . T h e r e i s a l s o 
a d i r e c t l e v y o n l a r g e h o l d i n g s i n a f e w S t a t e s . O f t e n , p r o c u r e m e n t 
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g ives a n o p p o r t u n i t y to t r a d e r s a n d f a rmer s to p a s s o n infer ior a n d 
b r o k e n r ice u n d e r l e v y a t a p r i ce h i g h e r t h a n w h a t it w o u l d h a v e 
s e c u r e d in t h e o p e n m a r k e t . T h e h a r a s s m e n t a r i ses w h e r e t h e 
difference b e t w e e n m a r k e t p r i ce a n d p r o c u r e m e n t p r i ce is s igni ­
ficant. T h e S ta tes a r e n o t b o u n d b y the p r i ce a n n o u n c e d b y t h e 
C e n t r a l G o v e r n m e n t a n d of ten offer b o n u s a n d o t h e r i ncen t ives 
w h i c h r e d u c e t h e di f ference b e t w e e n l evy p r i ce a n d m a r k e t p r ice . 

It w o u l d b e i n t e r e s t i ng to i l lus t ra te h o w p r o c u r e m e n t of rice w o r k s 
in a s y s t e m w h e r e l evy p r i ce is s ignif icant ly different f rom m a r k e t 
p r i c e b y t a k i n g the case of K a r n a t a k a . M o r e t h a n t h e o p e n 
e c o n o m i c b u r d e n , t h e s y s t e m h a s bu i l t - i n g u a r a n t e e s for h a r a s s ­
m e n t - d i rec t ly of mi l l e r s a n d t r a d e r s a n d ind i rec t ly of farmers.^O 
Mil ls a n d t r a d e r s a re a l l o w e d p e r m i t s for m o v e m e n t of r ice o n l y 
after t h e r e q u i r e d p r o c u r e m e n t t akes p l ace f rom t h e m . In 
K a r n a t a k a , o n e th i rd of t h e r ice mi l l ed h a s to b e ^surrendered to t h e 
g o v e r n m e n t a t t h e l e v y pr ice . A l l t h e s t ocks o n different d a t e s w i t h 
t h e mil ls a n d t r a d e r s h a v e to b e e n t e r e d i n to the i r b o o k s of 
a c c o u n t s e v e r y d a y . S ince it is difficult in p rac t i ce to enforce t h e 
r e q u i r e m e n t of o n e - t h i r d s u r r e n d e r , d i s t r i c t -wise a n d mi l l -wi se 
t a rge t s of p r o c u r e m e n t a r e fixed a n d t r ied to b e enforced . Mil ls 
a n d t r a d e r s c a n b e p r o s e c u t e d u n d e r p r o v i s i o n s of t h e Essen t ia l 
C o m m o d i t i e s Act for a n y c o n t r a v e n t i o n , a p a r t f rom 
s i m u l t a n e o u s l y facing civil p r o c e e d i n g s a n d pena l t i e s . T h e s y s t e m 
is u s e d a s a r en t s eek ing dev ice b y c o r r u p t officials. In prac t ice , 
m u c h less t h a n o n e - t h i r d of t h e r ice mi l l ed is p r o c u r e d . 

It is n o t s u r p r i s i n g if t h e mi l le r s a n d t r a d e r s shift t h e b u r d e n of al l 
th is cost to t h e f a rmers a n d c o n s u m e r s . Al l t hese costs a n d t h e cost 
of a d m i n i s t e r i n g the c o m p u l s o r y p r o c u r e m e n t . sys tem, m u s t b e 
c o n t r i b u t i n g s ignif icant ly to inc rease the s p r e a d b e t w e e n the 
c o n s u m e r p r i ce a n d the p r i ce rece ived b y t h e tarmers. E v e n if t he 
pub l i c d i s t r i b u t i o n s y s t e m is t a k e n a s necessa ry for p o v e r t y 

10. In writing about this aspect of procurement, wo have relied on the unpublished notes of Jos 
Mooij who did probing field work in Karnataka and Kerala for nearly two years ending 
mid-1992. The author is grateful to the scholar for sharing with us this knowledge (Mooij, 
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a l lev ia t ion , it is h a r d l y n e c e s s a r y to c o n t i n u e s u c h a v e x a t i o u s 
s y s t e m of p r o c u r e m e n t . To feed the PDS , it w o u l d b e m o r e 
h u m a n e for all c o n c e r n e d if t he g o v e r n m e n t m a k e s p u r c h a s e s in 
t h e o p e n m a r k e t a t p l aces a n d i n s e a s o n s w i t h t h e l owes t pr ices . 
T h e p r o c u r e m e n t s y s t e m as p rac t i ced h a s u n s u s t a i n a b l y h i g h 
t r a n s a c t i o n cos ts , w h i c h is n o t h e a l t h y for t he fu tu re g r o w t h of 
a g r i c u l t u r e a n d of r ice in pa r t i cu la r . 

G o a l s of P o l i c y 

In f o r m u l a t i n g g o a l s of a g r i c u l t u r a l po l icy a n d p r io r i t i s ing t h e m , 
w e h a v e t o k e e p in m i n d t h a t it h a s to b e p r i m a r i l y a po l i cy for t h e 
we l fa re of p e o p l e , p a r t i c u l a r l y p e o p l e in ag r i cu l t u r e , a n d n o t o n e 
for p r o d u c t i o n a n d g r o w t h p e r se . H o w e v e r , g r o w t h can b e a n 
object ive of po l i cy in s o far a s it c rea tes i n c o m e a n d e m p l o y m e n t 
o p p o r t u n i t i e s a n d i nc r ea se s t h e w e l f a r e of p e o p l e , pa r t i cu l a r l y of 
t hose a t t h e b o t t o m . O n t h e bas i s of o u r fo regoing d i scuss ion of t he 
con t ex t in w h i c h poUcy i s sues a r i se , w e can i nd i ca t e t he fo l lowing 
goa l s a s r e l e v a n t for a g r i c u l t u r a l pol icy. 

i) to i n c r e a s e t he re la t ive i n c o m e p e r w o r k e r in a g r i c u l t u r e a n d 
r e m o v e r u r a l p o v e r t y ; 

ii) t o s t e p u p the r a t e of g r o w t h in a g r i c u l t u r e a n d in ne t e x p o r t 
e a r n i n g s in w a y s tha t c rea te i n c o m e a n d e m p l o y m e n t 
o p p o r t u n i t i e s for the m a s s of p e o p l e in ag r i cu l t u r e , a n d 
subject to e n v i r o n m e n t a l s o u n d n e s s ; 

iii) t o m a i n t a i n self-sufficiency in food, a n d to p r o v i d e food 
s ecu r i t y b o t h to t he r u r a l a n d u r b a n poor ; 

iv) t o r e d u c e u r b a n - r u r a l dif ferences in t he q u a l i t y of life a n d in 
i n f r a s t ruc tu r e a n d social d e v e l o p m e n t ; 

V) to m a k e a g r i c u l t u r a l g r o w t h economica l ly a n d ecologicaUy 
s u s t a i n a b l e ; 

vi) to m a k e a g r a r i a n s t r u c t u r e m o r e ega l i ta r ian ; 

vii) to p r o v i d e g r e a t e r p r i ce a n d i n c o m e stabiUty in ag r i cu l t u r e ; 
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viii) to r e d u c e r e g i o n a l d i spa r i t i e s in ag r i cu l t u r a l d e v e l o p m e n t 
b y e n c o u r a g i n g r e s o u r c e - p o o r a n d b a c k w a r d a r e a s to catct i 
u p w i t h t h e m o r e d e v e l o p e d r eg ions . 

W e h a v e n o t m e n t i o n e d a b o v e incen t ive pr ices , s u b s i d i e s , l a n d 
r e fo rms , l ibera l i sa t ion , g loba l i sa t ion , s t e p p i n g u p capi ta l f o rma t ion 
a n d s u c h o t h e r m e a s u r e s w h i c h a re m o r e in the n a t u r e of ins t ru ­
m e n t s r a t h e r t h a n t h e b a s i c objectives of pol icy . W e t u r n n o w to a 
d i s c u s s i o n of po l icy i r \ s t rumen t s a n d the i r su i t ab i l i ty to tackle 
i s sues a n d goa l s of pol icy . 

III. I S S U E S A N D I N S T R U M E N T S 

L a n d R e f o r m s 

T h e m e a s u r e s of l ibera l i sa t ion of the i ndus t r i a l e c o n o m y in t ro ­
d u c e d b y t h e G o v e r n m e n t of Ind ia pa r t i cu l a r l y s ince Ju ly 1991 
h a v e s o m e t i m e s s t i m u l a t e d d e m a n d s for s imi la r ly freeing agr icu l ­
t u r e from al l r e g u l a t o r y m e c h a n i s m s . S u c h m e c h a n i s m s a re s a i d to 
b e in the fo rm of ce i l ings o n ag r i cu l tu ra l h o l d i n g s a n d restr ict ior\s 
o n the p u r c h a s e of a g r i c u l t u r a l l a n d b y p e r s o n s w i t h non -ag r i cu l ­
tu ra l i n c o m e s a n d b y c o m p a n i e s . If t he on ly goa l of a g r i c u l t u r a l 
pol icy w e r e to s t i m u l a t e h i g h e r ra tes of g r o w t h in a g r i c u l t u r e a n d 
for tha t r e a son g r e a t e r f lows of i n v e s t m e n t in to a g r i c u l t u r e b y 
w h o s o e v e r is bes t ab l e to d o so , po l icy m a k i n g w o u l d h a v e b e e n 
re la t ive ly easy . U n f o r t u n a t e l y for the a d v o c a t e s of s u c h l iberal isa­
t ion, this is n o t so . A n y s t r a t e g y of g r o w t h w h i c h i n v o l v e s 
d e p r i v a t i o n hcis to b e r u l e d ou t . T h e r e is a l so n o e v i d e n c e to c la im 
tha t a fo rm of o w n e r s h i p a n d m a n a g e m e n t of f a rm o t h e r t h a n b y a 
fami ly e n t e r p r i s e is m o r e efficient, cost effective o r g r o w t h 
ach iev ing . A s s u c h the en t ry of the c o r p o r a t e sector in to 
a g r i c u l t u r e h a s to b e r u l e d o u t b o t h on the g r o u n d s of p r o d u c t i o n 
a n d social we l fa re . T h e s a m e pr inc ip le app l i e s to g e n t l e m a n 
fa rmers of the n o n - a g r i c u l t u r a l sector w h o d ive r t the i r b lack 
m o n e y to a c q u i r e f a rm l a n d s . In the context wh ich , as w e h a v e 
desc r ibed a b o v e , reflected a c o n t i n u o u s dec l ine in the re la t ive 
i n c o m e p e r w o r k e r , w e c a n n o t afford to s h a r p e n fur ther the 
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d u a U s m of g e n t l e m a n f a r m i n g o p e r a t i n g w i t h h i r e d l a b o u r o n t h e 
o n e h a n d a n d r e s i d u a l o r m a r g i n a l i s e d f a r m i n g a n d p ro l e t a r i an i sa ­
t ion o n t h e o t h e r . 

Let a l o n e t h e q u e s t i o n of r e m o v i n g cei l ings a n d res t r ic t ions o n the 
e n t r y of n o n - a g r i c u l t u r a l p e r s o n s in to a g r i c u l t u r e , it is o n the 
c o n t r a r y d e s i r a b l e to h o n e s t l y enforce t h e m . Th i s s h o u l d a p p l y to 
u r b a n rea l e s t a t e too . U n l i k e f inancial asse ts , l a n d is a fbced a n d 
rea l r e s o u r c e , t h e d i s t r i b u t i o n of w h i c h c a n n o t b e a l l o w e d to b e 
too s k e w e d . T h e r e is n o n e e d to l o w e r t he l a n d cei l ings fur ther ; n o r 
w o u l d it b e pol i t i ca l ly feasible. Bu t t he exis t ing legis la t ion o n 
ceiUngs h a s to b e effectively enforced a n d the s u r p l u s r e d i s t r i b u t e d 
a m o n g the l a n d l e s s a n d m a r g i n a l f a rmer s so tha t t he a g r a r i a n 
s t r u c t u r e is m a d e m o r e ega l i t a r i an . T h e r e a r e still l a rge h o l d e r s in 
S ta tes l ike B iha r a n d A n d h r a P r a d e s h w h o p o s s e s s h o l d i n g s 
s eve ra l t i m e s l a rge r t han the i m p o s e d cei l ings . E v e n if this fact is 
we l l k n o w n in t he v i l lage o r the tehsil , t he l and r eco rds w o u l d 
s h o w t h a t s u c h h o l d i n g s a r e spl i t in to s eve ra l o w n e r s h i p h o l d i n g s . 
Social a n d pol i t ica l w o r k e r s s h o u l d b e e n c o u r a g e d to l a u n c h pub l i c 
in te res t l i t iga t ion aga in s t t h e c o n t i n u a t i o n a n d fo rma t ion of l a rge 
h o l d i n g s a b o v e cei l ings . L o o p h o l e s in t he exis t ing legis la t ion 
s h o u l d b e p l u g g e d for this p u r p o s e . 

S imi lar ly , it is n e c e s s a r y to p l u g l o o p h o l e s tha t enab l e b u s i n e s s ­
m e n , i ndus t r i a l i s t s , film s t a r s a n d o t h e r elite f rom the non-agr i cu l ­
tura l sec to r to b u y fa rm l a n d s to cu l t iva te t h e m as o r c h a r d s , s t u d 
f a rms , e tc . T h e s ize of s u c h es ta tes is of ten severa l t imes the ceil ing 
l imit , a s cei l ings a r e n o t a p p l i c a b l e to o r c h a r d s , p l a n t a t i o n s etc. 
Th i s is h a r d l y t h e w a y to a t t rac t i n v e s t m e n t in to ag r i cu l t u r e , a n d 
h a r d l y s e r v e s t h e in te res t s of p e o p l e in ag r i cu l tu re . N o r m a l 
r e s i d e n c e w i t h i n o r n e a r t he v i l l age w h e r e t he l a n d is o w n e d , 
s h o u l d b e a c o n d i t i o n for o w n e r s h i p of l and for h o u s e h o l d s w h o s e 
i n c o m e is a b o v e a cer ta in Umit. T h e r e is of coui-se a n o t h e r s i de of 
t he coin. W h i l e f a rm famil ies s h o u l d b e e n c o u r a g e d to diversify 
thei r s o u r c e s of e a r n i n g s b y e v e n e n t e r i n g n o n - f a r m sectors^ 
p e r s o n s w h o m a v or ig ina l ly h a v e b e e n f a rmer s b u t h a v e m i g r a t e d 
a n d se t t l ed in u r b a n a r e a s a n d h a v e s t a r t ed e a r n i n g incomes a b o v e 
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a cer ta in l imi t ( say a l a k h of r u p e e s p e r year ) , s h o u l d b e m a d e to 
g ive u p the i r f a rm h o l d i n g s e i the r b y gift o r sale in f avou r of 
persoris w h o c o n t i n u e to d e p e n d o n ag r i cu l tu r e . Ins i s tence o n 
r e s idence a s a c o n d i t i o n for o w n e r s h i p of l a n d , a s s u g g e s t e d 
a b o v e , c a n b e i n v o k e d to i m p l e m e n t this . T h e s e s u g g e s t i o n s m a y 
no t to ta l ly so lve the l a n d p r o b l e m or l a n d h u n g e r as such , b u t 
w o u l d ce r t a in ly m a k e the a g r a r i a n s t r u c t u r e m o r e ega l i t a r i an a n d 
g ive reUef to beneficiar ies w h o rece ive the l a n d s r e l ea sed t h e r e b y . 
I m p o s i t i o n of cei l ings need n o t l o w e r overa l l p r o d u c t i v i t y , s ince 
the e v i d e n c e o n the r e l a t i o n s h i p b e t w e e n h o l d i n g s ize a n d 
p r o d u c t i v i t y s h o w s tha t a t bes t t h e g r e e n r e v o l u t i o n h a s t u r n e d a 
n e g a t i v e re la t ion i n t o a n e u t r a l one , b u t n o t i n to a p o s i t i v e o n e . In 
a n y case, social just ice a n d we l fa re , w h i c h a r e as p r i m a r y goa l s a s 
the g r o w t h itself, s h o u l d ge t the i r d u e in t e r m s of po l i cy p r io r i t i e s . 

Even if t h e r e a r e cer ta in a d v a n t a g e s w h i c h the l a rge h o l d i n g s h a v e 
ove r sma l l o n e s , it is t he b u s i n e s s of the S ta te to see tha t s u c h 
a d v a n t a g e s a c c r u e to the la t ter a l so , b y e n s u r i n g p r o p e r a n d t ime ly 
f low of credi t , ex te i \ s ion a n d i n p u t s u p p l i e s . T i n y p a d d y cul t i ­
v a t o r s in Kera la h a v e b e e n ab l e t o o v e r c o m e the d i s a d v a n t a g e s of 
be ing smal l b y g r o u p fa rming , w i t h o u t losing the i d e n t i t y a n d 
o w n e r s h i p of the i r i n d i v i d u a l h o l d i n g s ( K u m a r , 1990). Th i s is a n 
e x a m p l e w o r t h e m u l a t i n g e l s e w h e r e . T h e G r o u p - r a t h e r t h a n the 
i n d i v i d u a l h o l d e r s - w o u l d be in a be t t e r pos i t i on to effect l a n d 
i m p r o v e m e n t s , col lect ively p u r c h a s e i n p u t s o n b e t t e r t e r m s a n d 
even for o r g a n i s i n g a p r o p e r t e c h n o l o g y transfer . 

A n o t h e r w a y of m a k i n g the a g r a r i a n s t r u c t u r e m o r e ega l i t a r i an , 
k e e p i n g in o u r m i n d a t t h e s a m e t i m e t h e n e e d for i ncen t ive s for 
i n v e s t m e n t , is t h r o u g h t e n a n c y re form. It can s e rve a s o n e of the 
useful m e a s u r e s neces sa ry for p o v e r t y a l lev ia t ion ( P a r t h a s a r a t h y , 
1991). T h e ear l ier t e n a n c y r e fo rms in s o m e States h a v e led to 
e x p r o p r i a t i o n of t enan t s o r p u s h e d t enancy u n d e r g r o u n d , p a r t i ­
cu la r ly w h e r e it is p roh ib i t ed b y l aw. In s u c h s i t ua t ions , t he lot of 
the t e n a n t is b o u n d to b e far m o r e insecure . In cases w h e r e s ecu r i t y 
of t enan t is no t a l r e a d y p r o v i d e d , it w o u l d b e w o r t h w h i l e to 
legally t ake cogn i sance of t enancy a n d p ro tec t t he in te res t s of b o t h 
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pa r t i e s . T h o u g h g e n e r a l l y it is t h e l a r g e h o l d e r w h o leases o u t to 
t h e s m a l l a n d t h e l a n d l e s s , cases of r e v e r s e t e n a n c y a r e a l so n o t 
r a r e ( N a d k a m i , 1976; J o d h a , 1981). T h u s the l a w h a s to b e such 
t h a t it p r o t e c t s t h e w e a k e r p a r t y , w h e t h e r it is lessor o r lessee. T h i s 
m e a n s t h a t t h e l a w c a n n o t b e o n l y ' p r o - t e n a n t ' bu t e v e n h a n d e d 
b e t w e e n t h e l e s so r a n d lessee p r o t e c t i n g the in teres ts of bo th . 
W h e r e v e r p e r m a n e n t s ecu r i t y of t e n a n c y is no t a l r e a d y g r a n t e d b y 
l a w , it c o u l d r e c o g n i s e b r o a d l y t w o t ypes of t enancy a g r e e m e n t s -
o n e , i n v o l v i n g a n n u a l l ease w h e r e t he lessor inves t s in t he fixed 
asse t s a n d t h e lessee i nves t s in c u r r e n t i n p u t s a n d l abour ; s econd , 
i n v o l v i n g l o n g t e r m lease w h e r e t he t e n a n t himself can a lso inves t 
in fixed as se t s . A t t h e e n d of t he p e r i o d of t he lease en t e r ed in to a n 
a g r e e m e n t a n d r e c o g n i s e d b y l aw, b o t h the pa r t i e s s h o u l d b e ab le 
to r e v i e w , m o d i f y o r t e r m i n a t e t he a g r e e m e n t . This w o u l d b r i n g in 
t he n e c e s s a r y flexibili ty s o a s to e n c o u r a g e legal ly va l id lease 
m a r k e t s , w h i c h c a n b e a s ignif icant r ed i s t r i bu t ive m e a s u r e a n d can 
a l so s t i m u l a t e m o r e i n v e s t m e n t s b y e n d i n g uncer ta in t i e s i nhe ren t 
in o ra l t enanc ie s . 

M a k i n g t h e S m a l l V i a b l e 

I n d i a n a g r i c u l t u r e is b e c o m i n g m o r e a n d m o r e d o m i n a t e d b y 
m a r g i n a l a n d s m a l l h o l d i n g s , w i t h b o t h the i r n u m b e r a n d a rea 
u n d e r t h e m inc rea s ing o v e r t he yea r s . A s obse rved above , they 
cons t i t u t e t he ma jo r i ty of h o l d i n g s . T h e so lu t ion to this p r o b l e m is 
n o t conf ined to a g r i c u l t u r e . O n l y the c rea t ion of a d e q u a t e non -
fa rm e m p l o y m e n t o p p o r t u n i t i e s c a n r e d u c e p r e s s u r e o n agr icu l ­
tu re . H o w e v e r , t h e r e is s c o p e w i t h i n ag r i cu l tu ra l pol icy too. If it is 
a d d r e s s e d to t h e w e l f a r e of p e o p l e in ag r i cu l tu re , it s h o u l d g ive 
p r i o r i t y to s o l v i n g t h e p r o b l e m s of t hese h o l d i n g s . 

It is t h u s i m p o r t a n t to see tha t t he sma l l a n d marg ina l l and h o l d e r s 
e a r n e n o u g h to l ead a d e c e n t s t a n d a r d of living. Thei r e conomic 
v iabi l i ty s h o u l d b e u n d e r s t o o d t h u s in t e r m s ot p r o v i d i n g a d e c e n t 
l iv ing s t a n d a r d , r a t h e r t h a n n a r r o w l y in t e r m s of m e e t i n g the costs 
i n c u r r e d . G i v i n g t h e m i r r iga t ion facility is a n i m p o r t a n t s t ra tegy , 
a s it inc reases t h e p r o d u c t i v i t y of sma l l h o l d i n g s . For tuna te ly , 
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smal l h o l d i n g s a l r e a d y h a v e a h i g h e r p r o p o r t i o n of a r ea u n d e r 
i r r iga t ion, a n d a s s u c h , n o t al l of t h e m a r e non-v iab le . T h e B h a n u 
P r a t a p S ingh C o m m i t t e e h a s g iven cons ide rab l e a t t e n t i o n to the 
p r o b l e m of m a k i n g s m a l l a n d m a r g i n a l h o l d i n g s v i ab le a n d h a s 
s u g g e s t e d s eve ra l m e a s u r e s ( India , 1990). T h e s e m e a s u r e s a r e 
mos t ly in the n a t u r e of r a i s ing the p r o d u c t i v i t y of s u c h h o l d i n g s 
direct ly . U n f o r t u n a t e l y b o t h r e sea rch a n d ex tens ion , p a r t i c u l a r l y 
the latter, have a t e n d e n c y to b y p a s s the sm a l l a n d n o n v i a b l e . Th i s 
b i a s h a s t o b e co r r ec t ed i m m e d i a t e l y . Incen t ives c o u l d b e g i v e n to 
ex t ens ion w o r k e r s in the i r ca ree r to r e w a r d t h e m for t h e effective 
a t t en t i on t h e y g i v e to the s m a l l a n d non -v i ab l e . 

W e w o u l d a l so l ike to e m p h a s i s e ind i rec t w a y s of p r o m o t i n g t h e 
viabi l i ty of the sma l l a n d m a r g i n a l h o l d i n g s . O n e of t h e m , a s 
d i s c u s s e d ear l ier , is b y r e c o g n i s i n g r a t h e r t h a n b a n n i n g t e n a n c y so 
tha t the l and l e s s a n d m a r g i n a l f a rmers can lease in a d d i t i o n a l a rea 
a n d h a v e v iab le h o l d i n g s . I m p e d i m e n t s in g r a n t i n g c red i t to sma l l 
t enan t s o n the i r l eased in a r ea h a v e to be r e m o v e d . If a m a r g i n a l 
h o l d e r can not lease in a d d i t i o n a l land a n d f inds he r h o l d i n g , an 
i m p e d i m e n t in t a k i n g u p w a g e e m p l o y m e n t o r a n o t h e r ca l l ing 
e l s ewhe re , t e n a n c y l a w s h o u l d e n a b l e he r to lease o u t h e r h o l d i n g 
w i t h o u t a risk of los ing o w n e r s h i p a n d the r en t a l r e t u r n o n t h e 
l and . 

A n o t h e r ind i rec t w a y of h e l p i n g the s m a l l is b y i m p r o v i n g a n d 
r e g e n e r a t i n g c o m m o n p r o p e r t y r e s o u r c e s (CPRs) s u c h a s g r a z i n g 
l a n d s , t anks , v i l l age w o o d lots etc. , a n d g iv ing p r o p e r access to the 
r u r a l p o o r in m a n a g i n g a n d u s i n g them. T h e C P R s e n a b l e e v e n t h e 
l and les s to m a i n t a i n s o m e a n i m a l s , w h i c h o t h e r w i s e o n l y the 
l a n d e d families c a n afford. In the n a m e of p o v e r t y a l lev ia t ion , 
the re is a t e n d e n c y to a l l o w a n d r egu la r i se t h e e n c r o a c h m e n t of 
c o m m o n s w h i c h is m o r e often d o n e b y the r ich r a t h e r t h a n the 
p o o r . S u c h 'gifts ' of C P R s h a v e signif icant o p p o r t u n i t y costs w h i c h 
a r e b o r n e b y the poor . It s h o u l d be a po l icy to see tha t e v e r y 
v i l lage h a s a ce r t a in m i n i m u m size of c o m m o n l a n d s a n d t h a t t h e y 
a r e p r o d u c t i v e l y m a i n t a i n e d a n d s u s t a i n a b l y u s e d . T h e necessa ry 
ins t i tu t ions h a v e to b e e n c o u r a g e d a t t h e v i l l age level for this 
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p u r p o s e i n v o l v i n g p a r t i c u l a r l y t h e r u r a l p o o r w h o s h o u l d b e 
e n t r u s t e d w i t h col lect ively m a n a g i n g the c o m m o n l ands . 

F o o d S e c u r i t y , P u b l i c D i s t r i b u t i o n a n d P r o c u r e m e n t 

T h e first s t e p i n p r o v i d i n g food secur i ty for all is to achieve a n d 
m a i n t a i n self-sufficiency in foodgra ins . W e can n o t e n s u r e entit le­
m e n t s to food w i t h o u t m a k i n g food ava i lab le a t t he s a m e t ime, a n d 
ttiis c a n n o t b e d o n e b y i m p o r t s in a countr>' like o u r s . Even a 
m a r g i n a l def ic iency in a c o u n t r y w i t h a h u g e p o p u l a t i o n can 
inflate s h o r t a g e s a n d p r e s s u r e s o n the pr ice front. Since w o r l d 
m a r k e t s a r e n o t s tab le , i m p o r t i n g foodgra ins can a t t imes b e costly. 
W h e n a c o u n t r y l ike Ind ia en t e r s w o r l d m a r k e t s a s a major 
i m p o r t e r of foodgra in s , p r i ces wi l l n o t r e m a i n s t e a d y a n d will t end 
to g o u p . Bes ides , t he pol i t ical s ignif icance of h a v i n g a comfortable 
p o s i t i o n o n t h e food front can n e v e r b e u n d e r m i n e d . W e s h o u l d 
be t t e r b e m a r g i n a l expo r t e r s a n d b e ab le to m e e t the r equ i r emen t s 
of n e e d y c o u n t r i e s , r a t h e r t h a n b e i m p o r t e r s of foodgra ins . W e 
h a v e a c h i e v e d overa l l self-sufficiency in foodgra ins , hav ing 
r eached a p e r cap i t a ne t ava i lab i l i ty of n e a r l y 510 g r a m s p e r d a y o r 
186 k i l o g r a m s p e r y e a r in 1991 ( the h ighes t s o far). T h e g r o w t h ra te 
in f o o d g r a i n p r o d u c t i o n h a s to b e s u c h a s to a t least ma in t a in this 
pos i t ion o v e r t i m e , to b u i l d buffer s tocks to m e e t shor t ages in b a d 
ye a r s a n d if pos s ib l e h a v e s o m e s u r p l u s for expor t . A g r o w t h rate 
of 3 p e r cen t p e r a n n u m from t h e level of 1991 in foodgra in 
p r o d u c t i o n s h o u l d suffice for th is p u r p o s e . If a h i g h e r g r o w t h ra te 
can b e ach i eved , w e s h o u l d e n s u r e the expor tabi l i ty of su rp lu s 
b o t h in t e r m s of costs a n d qua l i ty . Expor t s of foodgra ins shou ld 
a lso b e subject to a m i n i m u m ne t domes t i c avai labi l i ty of 180 
k i l o g r a m s p e r capi ta p e r y e a r a n d m a i n t e n a n c e of a p r o p e r level of 
buffer s tocks . 

T h e c o m p o s i t i o n of foodgra ins is a lso equa l ly impor t an t . T h o u g h 
coarse cerea ls a r e c o n s u m e d m o r e b y t h e p o o r a n d in semi-ar id 
t racts , t h e y h a v e a l ower i n c o m e elast ici ty of d e m a n d than for rice 
a n d w h e a t . Un le s s coarse cereals a r e u s e d a s feed stuff for an ima l 
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h u s b a n d r y , ! ^ t h e y d o n o t h a v e a s b r i g h t p r o s p e c t s a s for r ice a n d 
w h e a t . T h e y still have s o m e s c o p e for g r o w t h in s o far a s t h e r e is 
s igniHcant p o v e r t y , a n d e v e n if a l o w e r e s t ima te of a q u a r t e r of 
p o p u l a t i o n is t a k e n a s l>eing p o o r , it is n o t a n i i \significant 
p ropor t ion . T h e r e is h o w e v e r a s t r o n g e r n e e d to s ignif icant ly s t e p 
u p the ra te of g r o w t h of pu l s e s . T h e y a r e a c h e a p e r s o u r c e of 
p ro te in t h a n mi lk , m e a t a n d e g g s a n d p l a y a n i m p o r t a n t ro le in 
m a i n t a i n i n g the nu t r i t iona l qua l i t y of the d i e t of t h e v a s t m a s s e s . It 
w o u l d b e necessa ry to ra ise t h e p e r capi ta ava i lab i l i ty of p u l s e s 
f rom the p resen t level of on ly 40 g r a m s p e r d a y (or less t h a n 15 k g s 
pe r year ) to a t least 60 i;rams p e r d a y (or 22 kgs p e r yea r ) - a level 
w h i c h p reva i l ed before the G r e e n Revo lu t ion . This cou ld a l so 
m a k e p u l s e s re la t ive ly c h e a p e r t h a n n o w s o tha t t hey c o m e w i t h i n 
the reach of the poor . A c h i e v i n g a t echno logy b r e a k t h r o u g h in this 
field s h o u l d therefore ge t p r io r i ty . 

It is no t necessary to l a b o u r the p o i n t tha t it is no t e n o u g h to 
p r o d u c e food to p r o v i d e food secur i ty , t h a n k s to A m a r t y a S e n ' s 
bri l l iant expos i t ion of the p r o b l e m . E v e n a s recent ly a s 1992 t he r e 
w e r e s t a r v a t i o n d e a t h s of t r iba ls in K a l a h a n d i , M a l k a n g i r i a n d 
K o r a p u t dis t r ic ts in Or i s sa , a n d in P a l a m a u a n d Gi r id ih dis t r ic ts in 
Bihar. Ironically, K a l a h a n d i a n d K o r a p u t dis t r ic ts a re s u p p o s e d to 
b e s u r p l u s in food. ( Ind ian Express 19.11.1992). It is essent ia l to 
o rgan i se extens ive e m p l o y m e n t p r o g r a n u n e s in far f lung a reas a n d 
al l the y e a r round s o tha t w h e r e v e r a n d w h e n e v e r t he r e is n e e d for 
w o r k , peop l e can ge t it. A wel l o rgan i sed e m p l o y m e n t o r w o r k s 
p r o g r a m m e is a m o r e effective p o v e r t y a l lev ia t ion m e a s u r e t h a n 
o t h e r m e a s u r e s l ike food s u b s i d y , or i n p u t s u b s i d y (Par ikh a n d 
Sr in ivasan, 1990). It is on ly w h e n relief p r o g r a m m e s a r e b o t h 
extens ive a n d offered d u r i n g the w h o l e year , that t hey can b e 
expec ted t o m a k e a n i m p a c t o n u n e m p l o y m e n t a n d w a g e levels 
a n d p r o v i d e food secur i ty . T h e r e is n o m e a n i n g in dec l a r ing 

tL Our ftnimal husbandry is ftit] based on grass and crop residues, though poultry is making 
W W UM of OMne oepeals. The ecological, economic and distributional implications of 
lUMng from g n u and oop residues to coarse cereals as the main source of fodder need to 
U otirfully midial before any policy Is adopUid to encourage such us^ 
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m i n i m u m w a g e s , u n l e s s e m p l o y m e n t is g u a r a n t e e d a t t hese w a g e 
levels . T h e m i n i m u m w a g e s h a v e to b e r ev i sed f rom t i m e to t i m e 
to k e e p p a c e w i t h t he cost of l iv ing of ag r i cu l tu ra l l abour . 
O r g a n i s a t i o n of r u r a l l a b o u r has to b e e n c o u r a g e d s o tha t t hey d o 
n o t accep t p r i v a t e e m p l o y m e n t a t less t h a n the m i n i m u m w a g e s , 
a n d t h e m i n i m u m w a g e s t h e m s e l v e s h a v e to b e g u a r a n t e e d b y 
e m p l o y m e n t g u a r a n t e e s c h e m e s . T h e e m p l o y m e n t p r o g r a m m e s 
h a v e a l so to b e m o n i t o r e d p r o p e r l y , i n v o l v i n g p e o p l e ' s pa r t i c ipa ­
t ion, s o tha t the re is o p e n n e s s in t h e m a n a g e m e n t of f unds a n d 
p i l fe rage is a v o i d e d . 

It m a y n o t b e v i a b l e to offer e m p l o y m e n t to v e r y s m a l l g r o u p s , n o r 
a l w a y s a t p l aces v e r y close to t h e r e g u l a r r e s i d e n c e of beneficiar ies . 
W h e r e v e r l a r g e g r o u p s a r e e m p l o y e d a n d a t p laces a w a y f rom 
n o r m a l r e s i d e n c e , p r o p e r facilities h a v e to b e c rea ted for d r i n k i n g 
w a t e r , first a i d , s an i t a t i on , t e m p o r a r y a c c o m m o d a t i o n , ca re of t he 
y o u n g w h e n m o t h e r s a r e at w o r k , a n d p r o v i s i o n s a n d fuel for 
cook ing . It w o u l d b e neces sa ry a l so to p r o v i d e free p r i m a r y 
e d u c a t i o n for t he s choo l g o i n g k i d s in s u c h c a m p s . Universa l i sa -
t ion of p r i m a r y e d u c a t i o n w o u l d b e m e a n i n g l e s s u n l e s s s u c h a 
f adUty is a v a i l a b l e for t h e ch i l d r en of m i g r a n t w o r k e r s . 

It is a l so n e c e s s a r y to e n s u r e that s u c h a n e m p l o y m e n t p r o g r a m m e 
resu l t s in r e g e n e r a t i o n of t h e v i l l age c o m m o n s a n d vi l lage eco logy 
so t h a t t h e p o o r c a n n o t o n l y e a r n s o m e w a g e s w i t h w h i c h t hey 
b u y food , b u t a l so c a n d e p e n d u p o n the n a t u r a l r e s o u r c e b a s e in 
y e a r s of scarc i ty . A n i m p r o v e m e n t in v i l lage eco logy c a n m a k e the 
r e s o u r c e b a s e i n c l u d i n g l a n d a n d w a t e r less ser\si t ive to vaga r i e s "of 
rainfall. T h e ro l e of t rees in f a rms a n d h o m e s t e a d s a s i n s u r a n c e 
a n d a s a v i n g s b a n k to fall back u p o n in yea r s of scarc i ty is a l so 
n o w r e c o g n i s e d . 

T h e s t r e s s s h o u l d n o t b e o n rehef w o r k s a lone . It is a l so neces sa ry 
to p r e v e n t d e p r i v a t i o n of t he p o o r , pa r t i cu l a r l y of t he t r ibals w h o 
a re m o s t of ten a t t h e rece iv ing e n d of t he n e g a t i v e external i t ies of 
t he g r o w t h p roces s . T r iba l s m a y no t prefer to offer t hemse lves for 
w a g e l a b o u r in e m p l o y m e n t p r o g r a m m e s . T h e i r access to mir ior 
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p r o d u c e of forests h a s to b e i m p r o v e d w h i l e i m p r o v i n g forest 
cover . Fores ts s h o u l d be r e g e n e r a t e d m o r e f rom the p o i n t of 
m e e t i n g the n e e d s of t r ibals a n d local p e o p l e for m i n o r forest 
p r o d u c e , r a the r t h a n p r i m a r i l y for t imber . 

Publ ic d i s t r i b u t i o n s y s t e m has b e e n a r egu l a r f ea tu re in Ind ia 
e i ther w i t h i n f o r m a l (or s t a t u to ry ) r a t i on ing , u n d e r w h i c h p a r t (or 
full) r e q u i r e m e n t s of f o o d g r a i n s a n d a few o t h e r necess i t ies l ike 
s u g a r , coal a n d k e r o s e n e a r e s u p p l i e d to ra t ion ca rd h o l d e r s a t less 
t h a n m a r k e t p r i ce (or w i t h n o o p e n m a r k e t a l l o w e d a s u n d e r 
s t a t u t o r y r a t ion ing) . I n f o r m a l r a t i on ing h a s b e e n a m o r e d o m i n a n t 
fea ture t h a n s t a t u t o r y r a t i on ing , the la t ter b e i n g a d o p t e d in 
s i tua t ions of a c u t e s h o r t a g e s only . T h e just if icat ion for P D S is tha t , 
left to o p e n m a r k e t forces, p r i ces of bas ic necessi t ies wi l l m a k e 
t h e m o u t of r e a c h for a c o m m o n m a n in s i tua t ions of s h o r t a g e s , 
a n d food secur i ty is t h r e a t e n e d . W h e n , h o w e v e r , self-sufficiency is 
a t t a ined , the re is n o just i f icat ion for a gene ra l P D S c o v e r i n g t h e 
en t i r e p o p u l a t i o n . T o the extent p o v e r t y h a s c o n t i n u e d , t he r e i s a 
n e e d to cove r o n l y t h e t a r g e t e d p o p u l a t i o n ident i f ied a s p o o r . 

T h o u g h o u r P D S is n o t l imi ted to o n l y the t a rge ted p o o r a n d h a s 
t r ied to cover t h e en t i r e p o p u l a t i o n , its r each h a s b e e n r a t h e r 
l imi ted . A s a p r o p o r t i o n of ne t avai labi l i ty , f o o d g r a i n s u n d e r P D S 
fo rmed on ly 14 p e r cent in 1988 a n d a s l o w as 11 p e r cen t in 1991. 
Its ro le , h o w e v e r , h a s inc reased o v e r t ime , s ince orUy 4 mi l l ion 
t onnes ( that is, 5 p e r cen t of ne t avai labi l i ty) of f oodg ra in s w e r e 
s u p p l i e d t h r o u g h P D S in 1961, c o m p a r e d to 18 mi l l i on t o n n e s in 
1988. 

For a l o n g t ime, P D S a lso h a d a s t r o n g u r b a n b ias , w i t h m o r e t h a n 
80 p e r cent of t h e f o o d g r a i n s d i s t r i b u t e d b e i n g in u r b a n a r ea s . Th i s 
s i t ua t ion has b e e n cor rec ted n o w as r evea led b y the latest N S S 
d a t a . T h e r e is still s o m e d i spa r i t y , as PDS d o e s n o t cover f a rmer s 
h a v i n g land b e y o n d s o m e m i n i m u m size, t hus in 1986-87, 
q u a n t i t y of r ice s u p p l i e d u n d e r P D S a s p e r cen t of to ta l q u a n t i t y of 
r ice p u r c h a s e d w a s 16.8 in r u r a l a r ea s a n d 19.1 in u r b a n a r ea s . T h e 
respec t ive f igures for w h e a t w e r e 12.6 a n d 19.3. In s o m e s ta tes l ike 
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Guja ra t a n d Ker la , h o w e v e r , P D s h a s a s t r o n g ru ra l b ias reflecting 
the fact tha t t h e s e pe rcen tages a r e s ignif icant ly h i g h e r in ru r a l than 
in u r b a n a r e a s (Sa rvekshana , A p r i l 1990). 

W h a t c a u s e s c o n c e r n is t h a t t he r each of P C S e v e n a m o n g the poo r , 
p a r t i c u l a r l y t h e r u r a l poo r , is l imi ted . T h u s in 1986-87 the lowes t 
fractile g r o u p (0 - 10) got o n l y 16.9 p e r cent of total rice p u r c h a s e d 
a n d o n l y 9.4 p e r cen t of to ta l w h e a t p u r c h a s e d f rom PIDS. It w a s 
o n l y in r e spec t of k e r o s e n e tha t t he p o o r s e e m e d to get a h i g h e r 
q u a n t i t y f rom P D S t h a n the g e n e r a l p o p u l a t i o n . PDS d o e s n o t 
s e e m to b e m a k i n g a s ignif icant i m p a c t in p r o v i d i n g nu t r i t iona l ly 
a d e q u a t e d ie t to t h e p o o r . If t he ava i l ab l e q u a n t i t y of p r o c u r e d 
g r a i n h a d b e e n d i s t r i b u t e d o n l y a m o n g the p o o r , the i m p a c t w o u l d 
h a v e b e e n m o r e s ignif icant . 

E v e n a s b e t w e e n t h e States , T y a g i h a s s h o w n tha t PDS d i d n o t 
g r a v i t a t e to S ta tes w i t h l o w e r p e r capi ta i n c o m e , l o w e r p e r capi ta 
p r o d u c t i o n of f o o d g r a i n s , o r h i g h e r p r o p o r t i o n of t he p o o r . T h e 
cor re la t ions w e r e r a t h e r l o w a n d s h o w e d n o expec t ed pa t t e rns . 
T h e orUy Sta te w h e r e PDS m a d e s o m e i m p a c t w a s Kerala , w h e r e 
a v e r a g e a r m u a l p e r capi ta d i s t r i b u t i o n w a s 61.9 k g s d u r i n g the 
q u i n q u e n n i u m e n d i n g 1988, the nex t Sta te in this respec t - W e s t 
Benga l - b e i n g w a y b e h i n d w i t h o n l y 32.7 kgs d u r i n g the pe r iod . 
T h e o t h e r S ta tes Uke Bihar , M a d h y a P r a d e s h a n d U t t a r P r a d e s h 
w i t h h i g h e r p r o p o r t i o n s of p o v e r t y h a d m u c h l o w e r level of 
d i s t r i b u t i o n c o m p a r e d to t he a l l - India a v e r a g e of 21.7 k g s in this 
p e r i o d (Tyagi , 1990 : 88-91). A s t r o n g e r poli t ical c o m m i t m e n t to 
h e l p t he p o o r w i t h food secu r i ty s e e m s to h a v e b e e n a major factor 
b e h i n d t h e s ize a n d i m p a c t of PDS. 

PDS, h o w e v e r , h a s p l a y e d a s tab i l i s ing ro l e b y r e d u c i n g the i m p a c t 
of s h o r t a g e s d u r i n g b a d yea r s . W h e n e v e r t h e r e w a s a significant 
dec l ine in f o o d g r a i n s p r o d u c t i o n , PDS w a s s t e p p e d u p t h o u g h no t 
a d e q u a t e l y e n o u g h to c o m p e n s a t e fully for the dec l ine in p r o d u c ­
tion. T h e a d d i t i o n a l re lease f rom buffer s tocks in agr icu l tu ra l ly b a d 
yea r s t o o k p l ace t h r o u g h PDS. T h e buffer s tocks w e r e pa r t ly fed b y 
in t e rna l p r o c u r e m e n t a n d p a r t l y b y i m p o r t s , b u t m a i n l y b y the 
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former . H o w e v e r in t e rna l p r o c u r e m e n t often t e n d e d to dec l ine in 
b a d years , a n d w h e n buffer s tocks w e r e r u n d o w n i m p o r t s h a d to 
b e resor ted to (see Table-9) . D u r i n g the d e c a d e 1981-90, w h i l e 
a v e r a g e i m p o r t s pe r a n n u m w e r e 1.4 mil l ion t onnes , a v e r a g e 
p r o c u r e m e n t p e r y e a r w a s 17.5 mi l l ion t onnes . 

T a b l e 9 : D e c l i n e i n N e t P r o d u c t i o n of F o o d g r a i n s 
V i s - a -V i s P r o c u r e m e n t a n d P D S 

( C h a n g e O v e r P r e c e d i n g Year i n L a k h t o n n e s ) 

1972 1973 1975 1977 1978 3983 1985 1987 1988 

C h a n g e in 
net pro­
duct ion -29 -71 -42 -86 -94 -33 -59 -61 -27 

C h a n g e in 
procurement -12 + 7 + 4 0 -29 -26 + 2 +14 -40 -16 

C h a n g e in 
PDS +27 + 9 + 5 +25 +33 +14 +25 +14 - 1 

Source : Computed from Economic Survey 1991-92, Government of India, p. S-25. 

T h o u g h p r o c u r e m e n t of foodgra ins , pa r t i cu la r ly of rice, is d o n e a t 
l o w e r t h a n m a r k e t pr ices , t h e r e is a c o n s i d e r a b l e s u b s i d y i n v o l v e d 
m a i n l y d u e to costs i n c u r r e d o n t r a n s p o r t , s t o r age , d i s t r i b u t i o n 
a n d the m a n a g e m e n t of the w h o l e ope ra t ion . This s u b s i d y 
increased f rom Rs.835 c rores m 1983-84 to Rs.2,850 c ro re s in 
1991-92, b u t w a s r e d u c e d to Rs.2,500 crores in the b u d g e t e s t ima te s 
for 1992-93, m a d e pos s ib l e b y a n inc rease in i s sue pr ices . A s a 
p r o p o r t i o n of total g o v e r n m e n t e x p e n d i t u r e , h o w e v e r , food 
s u b s i d y a m o u n t e d to on ly 2.3 pe r cent in 1983-84, 2.5 p e r cen t in 
1991-92 a n d 2.1 p e r cent in 1992-93 (es t imates) . E v e n a s a 
p r o p o r t i o n of r e v e n u e e x p e n d i t u r e a lone , the- e x p e n d i t u r e o n th is 
a c c o u n t w a s m a r g i n a l , h a v i n g ac tua l ly dec l ined f rom 3.8 p e r cent 
in 1983-84 to 3.4 p e r cent in 1991-92 a n d fur ther to 2.8 p e r cen t in 
1992-93 (es t imates) . T h e re la t ive b u r d e n of lliis s u b s i d y , therefore , 
is no t ve ry h igh , a n d can b e justif ied if it is i n c u r r e d for o n l y t h e 
t a rge ted p o o r p o p u l a t i o n , r a t h e r t h a n o n the gene ra l p o p u l a t i o n . 
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It w o u l d b e d e s i r a b l e to res t r ic t t h e c o v e r a g e of P D S on ly to t h e 
p o o r - b o t h r u r a l a n d u r b a n , b u t to inc rease t he q u a n t i t y of r a t ions 
for t h e m . T o l imi t t he in te res t of t h e n o n - p o o r in a cqu i r i ng r a t i o n 
c a r d s t a r g e t e d t o t h e p o o r , i t m a y b e usefu l to restr ic t r a t i ons oi \ ly 
to t h o s e va r i e t i e s w h i c h a r e gene ra l ly c o n s u m e d b y the poo r , 
n a m e l y , infer ior var ie t ies of r ice a n d w h e a t , coa -se cereals , a n d 
p u l s e s . T h e ' inferiority^ h e r e is to b e u n d e r s t o o d o n l y from the 
p o i n t of v i e w of income-e las t ic i ty of d e m a n d , a n d n o t nu t r i t ion . T o 
m i n i m i s e t he p r o b l e m of iden t i fy ing the poo r , it w o u l d be helpful 
to res t r ic t t he o p e r a t i o n of PDS on ly to t hose h o u s e h o l d s w h o s e 
m e m b e r s s e e k e m p l o y m e n t a t m i n i m u m w a g e s or t h e r e a b o u t s a s 
u n s k i l l e d a n d semi-sk i l l ed m a n u a l l a b o u r o n a casual bas i s 
w h e t h e r u n d e r w o r k s p r o g r a m m e s or o t h e r s c h e m e s e v e n in the 
semi-official a n d p r i v a t e sec to r w h e r e v e r s u c h l a b o u r is e m p l o y e d 
b o t h in r u r a l a n d u r b a n a reas . Because , it is on ly the p o o r w h o a re 
e m p l o y e d in m a n u a l w o r k o r w h o offer t h e m s e l v e s for w a g e 
l a b o u r u n d e r relief e m p l o y m e n t p r o g r a m m e s . Res t r ic t ing PDS 
o n l y to t h e self-selected o r - t a rge t ed p o o r families can a lso he lp in 
t ack l ing a l a rge r c o v e r a g e in d r o u g h t yea r s d u e to a rise in the 
p r o p o r t i o n of t he p o o r in s u c h yea r s . It is no t feasible to i s sue m o r e 
r a t i o n c a r d s in d r o u g h t y e a r s a n d cur ta i l t h e m d u r i n g n o r m a l 
y e a r s , b u t it is feasible to e x t e n d relief w o r k s p r o g r a m m e s . O n l y 
t h e p r inc ip l e of self-select ion c a n m e e t this p r o b l e m . T h e p r o b l e m 
of r i se in p o v e r t y levels d u r i n g d r o u g h t yea r s h a s to b e m o r e m e t 
f rom t rans fe r s of p u r c h a s i n g p o w e r to t h e m t h r o u g h s t e p p e d u p 
relief w o r k s p r o g r a m m e s r a t h e r t han f rom P D S a lone . 

A s for t h e p r i ce f ront d u r i n g d r o u g h t y e a r s , it h a s to be tackled 
t h r o u g h buffer s tock o p e r a t i o n s b y m a t c h i n g re leases w i t h shor t -
faU in p r o d u c t i o n . W i t h the r e d u c e d c o v e r a g e of PDS , the n e e d for 
p r e v e n t i n g a n y s h a r p r ise in food pr ices w o u l d b e c o m e all t he 
m o r e i m p o r t a n t . T h e buffer s tock re leases d u r i n g yea r s of shor t ­
fall, a s T y a g i a r g u e d , n e e d n o t b e t h r o u g h P D S b u t a t t he w h o l e ­
sale t r a d e level . 'If p r ices c a n b e kep t in check t h r o u g h m o r e 
re leases a t t h e w h o l e s a l e level t h e n retai l d i s t r i bu t i on w o u l d n o t b e 
n e c e s s a r / (Tyagi ; 1990 :188) . 
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Trans fe r of p u r c h a s i n g p o w e r in the f o r m of f o o d s l a m p s for t h e 
p o o r is s o m e t i m e s p r o p o s e d a s a n a l t e rna t i ve to d i r ec t re tai l 
d i s t r i b u t i o n u n d e r P D S . U n d e r this s y s t e m those i s sued w i t h food 
s t a m p s g o to d e s i g n a t e d s h o p s to e x c h a n g e for foodg ra in s o r ge t a 
d i s c o u n t in t h e p r i ce of f o o d g r a i n s e q u a l to f o o d s t a m p s , a n d the 
s h o p s in t u r n w o u l d g e t r e i m b u r s e m e n t f rom the g o v e r n m e n t . T h e 
a d m i n i s t r a t i v e costs a n d t h e p r o b l e m of ident i fy ing the p o o r u n d e r 
s u c h a s c h e m e w o u l d b e n o less t h a n u n d e r PDS. T h e poss ib i l i ty of 
n o n - p o o r g e t t i n g f o o d s t a m p s a n d of the p o o r s i m p l y se l l ing t h e m 
in e x c h a n g e for a d r i n k in a c o u n t r y l iquor s h o p a n d d e p r i v i n g 
the i r famil ies of food access a n d s u c h o t h e r p r o b l e m s a r e l ikely to 
b e m o r e in a f o o d s t a m p s s c h e m e t h a n in PDS. T h e p rac t i ce of 
p l e d g i n g r a t i on ca rd s to ra i se l oans is t he r e in P D S too , b u t s u c h a n 
a b u s e cou ld b e m o r e in a f o o d s t a m p s c h e m e . T h e i s sue of rat ior\s 
of a c a r d h o l d e r k n o w i n g l y to a p e r s o n of a n o t h e r h o u s e h o l d 
s h o u l d b e p u r u s h a b l e b y p e n a l t y a n d cancel la t ion of l icence to the 
r a t i on s h o p , s o t h a t t h e p rac t ices l ike p l e d g i n g r a t i o n ca rd s a n d 
p i l fe rage of r a t i o n s c a n b e cur ta i l ed . M o r e o v e r , t he r a t i on c a r d s 
m a y b e i s s u e d t o t h e w i f e r a t h e r t h a n to the h u s b a n d o r t h e ' h e a d ' 
of t h e h o u s e h o l d , s o tha t t h e a b u s e of the ra t ion ca rd is m i n i m i s e d . 
Inc identa l ly , th is cou ld b e i n s t r u m e n t a l in ach i ev ing a be t t e r 
t r e a t m e n t of w o m e n w i t h i n t h e h o u s e h o l d . T h e task of iden t i fy ing 
t h e p o o r , t a r g e t i n g P D S o n l y to t h e p o o r a n d m a k i n g it m o r e 
effective is n o d o u b t difficult, b u t h a s to b e d o n e w i t h i n a m e d i u m 
t e r m p e r i o d of a b o u t 3 to 5 yea r s . 

P r o d u c e r P r i c e PoUcy a n d I n p u t S u b s i d i e s 

A s y s t e m of c o m p u l s o r y p r o c u r e m e n t a t less t h a n m a r k e t p r ices 
f rom t h e f a rmer s has a c c o m p a n i e d P D S a l m o s t a s its i n s e p a r a b l e 
p a r t . T h i s g ives t h e i m p r e s s i o n tha t t h e c o n s u m e r is s u b s i d i s e d a t 
t h e e x p e n s e of t h e farmer . It is a r g u e d a b o v e tha t this is n o t so in 
t e r m s of n o m i n a l costs a n d tha t the w e i g h t e d a v e r a g e of p r i ce 
rece ived b y t h e f a r m e r is a c tua l ly m o r e u n d e r pa r t i a l p r o c u r e m e n t 
t h a n in its absence . H o w e v e r , f a rmers a n d the t r ade s y s t e m b e a r a 
cons ide rab l e cost in t e r m s of h a r a s s m e n t a n d b r ibe ry . Such costs 
wi l l b e e v e n m o r e w h e n t he r e a r e res t r ic t ions o n in te r -s ta te 
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m o v e m e n t of f o o d g r a i n s . T h e r e is n o r e a s o n w h y a p r o d u c e r 
s h o u l d r ece ive a l o w e r p r i c e a n d w h y a c o n s u m e r s h o u l d p a y a 
l o w e r p r i ce in a s u r p l u s S ta te t h a n t h o s e in a deficit State . Insp i t e of 
all t h e s e res t r i c t ions , a food s u b s i d y is i nvo lved a n d h a s b e e n 
i nc r ea s ing o v e r t h e y e a r s , a n d t h e r e a r e also e v e n h e a v i e r i n p u t 
s u b s i d i e s t o c o m p e n s a t e f a r m e r s for b e i n g d e p r i v e d of h i g h e r 
o u t p u t p r ices . A n d ye t , t h e s e n s e of b e i n g d e p r i v e d of m a r k e t 
p r i ces is s t r o n g a n d p r o c u r e m e n t is p r o v i n g to b e m o r e a n d m o r e 
difficult. T r a d e r s a n d mi l ls h a v e s t a r t ed s tock ing a t t he f a r m e r s ' 
p r e m i s e s t o a v o i d p r o c u r e m e n t a n d n a t u r a l c h a n n e l s of t r a d e a r e 
g e t t i n g d i s t o r t e d , w i t h n o o n e benef i t ing excep t p e r h a p s t h e 
c o r r u p t officials. T h e p r o c u r e m e n t of w h e a t is r e p o r t e d to h a v e 
d e c l i n e d f rom 11 m i l l i o n t o n n e s in 1990 to 6.4 mi l l ion t o n n e s in 
1992 t h o u g h t h e r e b-=is b e e n n o c o r r e s p o n d i n g dec l ine in w h e a t 
o u t p u t ( S t a t e m e n t of t h e U n i o n M i n i s t e r of S ta te for F o o d a n d 
Civ i l S u p p l i e s , D e c c a n H e r a l d , 2.1.1993). It w o u l d b e far m o r e 
p u r p o s e f u l to m a k e the s y s t e m t r a n s p a r e n t so tha t w e c a n p l a n 
m o r e r a t iona l ly . 

Th i s c a n b e d o n e b y p r o c u r i n g t h e n e e d e d quan t i t i e s of f o o d g r a i n s 
for P D S a t free m a r k e t p r ices , a n d r e m o v i n g res t r ic t ions o n 
m o v e m e n t of f o o d g r a i n s a t t he s a m e t ime . S u c h p u r c h a s e s c a n b e 
m a d e a t p l aces a n d s e a s o n s w h e r e t h e p r i ce s a r e the lowes t , subject 
to e c o n o m y in t r a n s p o r t . Th i s c a n b e d o n e t h r o u g h t r a d e r s a n d n o t 
necessa r i ly d i rec t ly . Th i s c a n r e m o v e the h a r a s s m e n t i n h e r e n t in a 
s y s t e m of c o m p u l s o r y l evy a t less t h a n m a r k e t p r i ces a n d can 
s t i m u l a t e t i igher p r o d u c t i o n . T o the extent coarse cereals a r e 
p u r c h a s e d - a n d t hey s h o u l d b e p u r c h a s e d m o r e - t hey w o u l d 
receive a s u p p o r t w h i c h w a s n o t m u c h in ev idence so far. T h o u g h 
it m a y s e e m tha t t he p r e s e n c e of t he g o v e r n m e n t as a b u y e r p u s h e s 
u p p r i ces , it h a s to b e recal led tha t t he g o v e r n m e n t has a l r e a d y 
b e e n w i t h d r a w i n g t h e p r o c u r e d quan t i t i e s from the m a r k e t w i t h 
t he res t of m a r k e t e d s u r p l u s b e i n g so ld a t pr ices h i g h e r t han w h a t 
t h e y w o u l d h a v e b e e n in t he a b s e n c e of c o m p u l s o r y p r o c u r e m e n t . 
In s t ead of a r ise, w e c a n expec t a m a r g i n a l fall in t he m a r k e t pr ices 
for t he s a m e r e a s o n , a n d a l so b e c a u s e t ransac t ion costs of t r a d e 
m o v e m e n t a r e r e d u c e d . S u c h a fall in m a r k e t pr ices wi l l b e in t he 
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form of a cu t in the s p r e a d b e t w e e n retai l a n d f a rm h a r v e s t p r i ces , 
a n d is n o t the re fore l ikely to r e d u c e the lat ter . T h u s b o t h f a rmer s 
a n d c o n s u m e r s can ga in . T h e g o v e r n m e n t p u r c h a s e as a s o u r c e of 
d e m a n d p r e s s u r e o n pr ices is n o t Ukely to b e v e r y s ignif icant if 
PDS is conf ined to unsk i l l ed m a n u a l l a b o u r e m p l o y e d in relief 
w o r k s a n d o t h e r p r o g r a m m e s , a s p r o p o s e d a b o v e , a n d n e e d c a u s e 
n o u n d u e p r e s s u r e o n the m a r k e t . If p r o c u r e m e n t is a t m a r k e t 
pr ices , the re w o u l d n o m o r e b e a n y n e e d to dec l a re p r o c u r e m e n t 
pr ices f rom t i m e to t i m e w h i c h wi l l h o w e v e r , b e r e p l a c e d b y t h e 
n e e d to dec l a re m i n i m u m s u p p o r t pr ices . 

In the case of p r o c u r e m e n t pr ice , o n l y a ce r t a in t a rge t ed q u a n t i t y 
of f o o d g r a i n s n e e d e d for P D S a r e p u r c h a s e d a t t h e pr ice . T h e 
p u r p o s e of the m i n i m u m s u p p o r t p r ice b e i n g t h e p r e v e n t i o n of a 
fall in the p r i ce b e l o w the s u p p o r t level , all t he quan t i t i e s offered 
for sale a t s u c h a p r i c e h a v e to b e p u r c h a s e d . T h o u g h in p rac t i ce 
p r o c u r e m e n t p r ices a l so s e rved as the s u p p o r t pr ices in the case of 
f oodg ra in s subject to p r o c u r e m e n t , t he r e o u g h t to b e a d i s t i nc t ion 
in p r inc ip l e b e t w e e n the t w o a n d the s u p p o r t p r i ce h a s to b e l o w e r 
t h a n t h e p r o c u r e m e n t pr ice . T h e s u p p o r t p r i c e h a s a c o u n t e r p a r t in 
ceil ing pr ice a b o v e w h i c h the pr ices w o u l d n o t b e a l l o w e d to r ise , 
b y offering re leases of the c o m m o d i t y c o n c e r n e d in quan t i t i e s s u c h 
tha t the p r i c e s tabi l izes b e l o w o r a t t he cei l ing level . V i e w e d in this 
w a y , c o n s u m e r p r i ce pol icy is a c o u n t e r p a r t of t h e p r o d u c e r p r i c e 
policy. T h e B h a n u P r a t a p S i n g h C o m m i t t e e ( India , 1990) r e c o m ­
m e n d e d these ' i n t e rven t i on p r ices ' as it cal led t h e m , a t s u c h levels 
tha t t h e y b a l a n c e t h e t e r m s of t r a d e b e t w e e n t h e f a rm sec to r a n d 
the rest , t h e r e c o m m e n d e d base y e a r for p a r i t y b e i n g 1970-71. T h e 
C o m m i t t e e felt tha t this w a y the complex i t i e s of c o m p u t i n g t h e 
cost of cu l t iva t ion as a bas i s for p r i ce f ixation c o u l d b e a v o i d e d , 
a n d ye t s tab i l i sa t ion w i t h i n a cer ta in b a n d c o u l d b e e n s u r e d . It 
s h o u l d b e n o t e d tha t the C o m m i t t e e d i d n o t a d v o c a t e a m e c h a n i c a l 
a d h e r e n c e to t r end l ine , b u t a l l o w e d va r i a t ion w i t h i n a b a n d of 15 
p e r cen t o n e i the r s i d e of t h e p a r i t y pr ice . W e w o u l d c o n s i d e r this 
a s an accep tab le a n d s o u n d a p p r o a c h , b u t w i t h a few qual i f ica t ions 
to w h i c h w e wi l l n o w tu rn . 
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Firs t , a b a n d of 15 p e r c e n t o n e i t h e r s i d e m a y a p p e a r fa i r ly w i d e ; 
y e t it is p r a c t i c a b l e for p o l i c y . B u t t h e a u t h o r i t i e s s h o u l d b e o n 
s p e c i a l a l e r t w h e n p r i c e s s t a r t m o v i n g b y m o r e t h a n 10 p e r cen t o n 
e i t h e r s i d e , s o t h a t a p p r o p r i a t e a c t i o n s c a n b e t a k e n t h e m o m e n t 
d e v i a t i o n s g o b e y o n d t h e 15 p e r cen t . C o n t e m p l a t i n g a c t i o n after 
t h e p r i c e s h a v e m o v e d b e y o n d t h e 15 p e r c e n t r a n g e m a y n o t 
s u c c e e d i n g e t t i n g p r i c e s u n d e r c o n t r o l . 

T h e b a s e y e a r for p a r i t y p r i c e r e c o m m e n d e d b y t h e c o m m i t t e e , v i z , 
1970-71 , is n o w a Uttle t o o d a t e d a n d it w a s a l s o a y e a r w h e n t h e 
t e r m s of t r a d e w e r e far m o r e f a v o u r a b l e for a g r i c u l t u r e t h a n in t h e 
p a s t . T h e t e r m s of t r a d e h a d s h o w n a s ign i f i can t ly r i s i n g t r e n d till 
1974-75 , a n d e v e n in 1970-71 t h e y w e r e q u i t e h i g h . A s w e m a y 
reca l l , t h i s w a s f o l l o w e d b y a p e r i o d of d e c l i n i n g t e r m s of t r a d e till 
1980-81 , a f t e r w h i c h t h e y h a v e s t a r t e d r i s i n g a g a i n . A l l o w i n g for 
s o m e c o r r e c t i o n to t h e e a r l i e r d e c l i n e , a m o r e r e c e n t y e a r of 1985-86 
o r s o c o u l d b e m o r e r e a s o n a b l e a s a b a s e y e a r for p a r i t y t h a n 
1970-71 . H o w e v e r , 1985- 86 c a n n o t b e a c c e p t e d a s t h e b a s i s for al l 
t i m e t o c o m e . T o a l l o w for c h a n g e s in t e c i m o l o g y a n d cos t of 
c u l t i v a t i o n p e r u n i t of o u t p u t , t h e b a s e y e a r m a y h a v e to b e r e v i s e d 
f r o m t i m e t o t i m e , s a y a t l eas t o n c e in 10 y e a r s . T h u s m o n i t o r i n g 
t h e c o s t of c u l t i v a t i o n a n d t e c h n o l o g i c a l a d v a n c e s c a n n o t b e 
to ta l ly o b v i a t e d e v e n u n d e r th i s a p p r o a c h , t h o u g h y e a r to yea r 
c h a n g e s in s u p p o r t m a y n o t b e d i r e c t l y b a s e d o n c o m p u t a t i o n of 
cos t s e a c h y e a r . 

W e h a v e a l s o t o r e a l i s e t h a t t h e s u p p o r t a n d ce i l ing p r i c e s c a rmo t 
b e se t t o t a l l y o u t of a l i g n m e n t f r o m the l o n g t e r m t r e n d in t e r m s of 
t r a d e . W h a t t h e i n t e r v e n t i o n p r i c e s w o u l d d o is to s m o o t h e n s h o r t 
r u n f l u c t u a t i o n s o u t s i d e a b a n d . If i n t e r v e n t i o n p r i c e s b e c a m e o u t 
of a l i g r u n e n t f r o m l o n g t e r m m a r k e t forces , t h e g o v e r n m e n t w o u l d 
b e b o g g e d d o w n w i t h t o o m u c h s tock o r n o s t o c k s a t al l . T h u s if 
t h e s u p p o r t p r i c e s a r e se t a t t oo h i g h a l eve l t h e g o v e r n m e n t w o u l d 
b e g o i n g o n a c c u m u l a t i n g s t o c k s b e y o n d w h a t is n e c e s s a r y to e v e n 
o u t f luc tua t io r i s i n p r o d u c t i o n a r o u n d t r e n d . A n e v e r g r o w i n g 
s u b s i d y o n f a r m p r i c e s is i n v o l v e d in s u c h a s i t u a t i o n , a s i t u a t i o n 
a k i n to w h a t w e f ind t o d a y i n m o s t of t h e d e v e l o p e d c o u n t r i e s . 
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Such a poUcy of p r i c ing ag r i cu l tu ra l c o m m o d i t i e s t oo h i g h b e y o n d 
w h a t t h e m a r k e t s c a n b e a r w o u l d b e su i c ida l for a d e v e l o p i n g 
c o u n t r y w i t h a m a s s i v e p o p u l a t i o n b e l o w the p o v e r t y l ine. T h e 
s tocks can n e i t h e r b e e x p o r t e d n o r c o n s u m e d a t h o m e a s t h e pr ices 
w o u l d b e too h igh . T h e f inancial imp l i ca t i on for t h e g o v e r n m e n t 
also w o u l d b e too b u r d e n s o m e . T h e p a r i t y pr ices h a v e the re fore to 
be r e v i e w e d f rom t i m e to t ime , to k e e p t h e m in a l i g i u n e n t w i t h 
long t e r m m a r k e t forces. 

A n a l t e rna t i ve to the po l icy of dec l a r i ng i n t e r v e n t i o n p r i ces is to 
c o n d u c t p r e d e t e r m i n e d q u a n t u m of buffer s tock o p e r a t i o n s a n d in 
such a w a y tha t d e v i a t i o n s in ava i lab i l i ty f rom t r e n d l ine a r e 
e v e n e d o u t w i t h i n a b a n d . I n o n e case, t h e p r i ces a r e d e c l a r e d a n d 
quan t i t i e s a r e so ld or p u r c h a s e d s u c h tha t the p r i ces p r e v a i l w i t h i n 
the d e c l a r e d b a n d . In the o t h e r case, pr ices a r e n o t d e c l a r e d a s s u c h 
b u t p r e - d e t e r m i n e d quan t i t i e s a r e r e l eased or p u r c h a s e d s o tha t 
pr ices a r e s tabi l i sed. T h o u g h b o t h ach ieve the s a m e effect of p r i ce 
s tabi l i sa t ion w i t h i n a b a n d , in the la t ter case n o pr ices a r e 
a r m o u n c e d , b u t it is h o p e d that t hey w o u l d r e s p o n d to q u a n t i t i e s 
re leased o r so ld a n d get s tabi l i sed. T h o u g h it is s i m p l e r , a 
d i s a d v a n t a g e of th is is tha t t he f a rmers w o u l d n o t k n o w w h a t 
p r i ce t h e y a r e g u a r a n t e e d . 

It is a l so nece s sa ry to n o t e tha t p r ice s tabi l i sa t ion a n d s u p p o r t 
pr ices m a y r e m o v e u n c e r t a i n t y o n the pr ice front for the f a rmer s , 
b u t they d o no t s tabi l ise their i ncomes . I n c o m e s tab i l i sa t ion can n o t 
be ach ieved t h r o u g h p r i ce i n s t r u m e n t s a lone , b u t b y m e a s u r e s l ike 
c rop i n s u r a n c e a n d d r o u g h t p roof ing . T h e p r o b l e m of m o r a l 
h a z a r d a n d paucity oi f u n d s h a v e c o m e in the w a y of a p r o p e r 
s p r e a d of c rop a n d l ivestock i n s u r a n c e in Ind ia , t h o u g h v e r y 
necessary . V M D a n d e k a r h a d a d v o c a t e d a feasible s c h e m e of c r o p 
i n s u r a n c e in I n d i a n c o n d i t i o n s ( D a n d e k a r , 1976 a n d 1985) a n d a 
few s c h e m e s h a v e b e e n in o p e r a t i o n o n a l imi ted scale in a few 
cash c rops m a i n l y to p r o v i d e i n p u t i n s u r a n c e so as to s a f e g u a r d 
the credi t e x t e n d e d . C lea r ly the re is a n e e d to e x t e n d the c o v e r a g e 
of s u c h a s c h e m e to cove r m o r e c r o p s a n d regior\s , b o t h b e c a u s e 
the s c h e m e can b e v iab le o n l y if it has a suff iciently w i d e c o v e r a g e , 
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a n d a l s o b e c a u s e t h e r e is a r e a l n e e d for it m I n d i a n a g r i c u l t u r e to 
p r o v i d e effect ive i n s u r a n c e . T h e m a g n i t u d e of m o r a l h a z a r d c a n b e 
n o w m u c h less t h a n k s to sa te l l i t e i m a g e r i e s b e i n g a v a i l a b l e . T h e 
e s s e n c e of D a n d e k a r ' s s c h e m e w a s t h a t it is n o t b a s e d o n e a c h 
i n d i v i d u a l , b u t o n r e g i o n s , a n d t h e f a i l u r e of c r o p s a n d t h e 
i n c i d e n c e of a n i m a l m o r t a l i t y in a r e g i o n d u e to e p i d e m i c s c a n b e 
m o r e d e p e n d a b l y a s s e s s e d t h a n in t h e c a s e of i n d i v i d u a l s . 

Le t u s n o w t u r n to p r o d u c e r p r i c e p o l i c y for p h y s i c a l i n p u t s . If t h e 
n e e d s of P D S a r e p r o c u r e d a t o p e n m a r k e t p r i c e s , a n d if t h e o p e n 
m a r k e t p r i c e s a r e a l s o s t a b i l i s e d t h r o u g h s u p p o r t o p e r a t i o n s a n d 
p r i c e fall is p r e v e n t e d , a s is p r o p o s e d a b o v e , t h e n t h e r e c a n b e n o 
jus t i f i ca t ion for c o n t i n u i n g m a s s i v e s u b s i d i e s on i n p u t s . A s a l r e a d y 
n o t e d , t h e r e a r e s u c h s u b s i d i e s o n i r r i g a t i o n , e lec t r ic i ty , fer t i l i sers 
a n d c r e d i t . T h e s u b s i d y o n fer t i l iser a l o n e a m o u n t e d to 6.2 p e r cen t 
of t h e r e v e n u e e x p e n d i t u r e a n d 4.6 p e r c e n t of t h e to ta l ( i nc lu s ive 
of c a p i t a l ) e x p e n d i t u r e in 1991-92 , t h o u g h t h e s e p r o p o r t i o n s h a v e 
d e c l i n e d somewhat in t h e 1992-93 b u d g e t e s t i m a t e to 4.5 a n d 3.4 
p e r c e n t r e s p e c t i v e l y . 

Q u i t e a p a r t f r o m t h e fiscal b u r d e n , i n p u t s u b s i d i e s b r e e d w a s t a g e 
a n d m i s - a l l o c a t i o n of s c a r c e r e s o u r c e s . T h i s g o e s a g a i n s t t h e goa l of 
a c h i e v i n g a g r i c u l t u r a l d e v e l o p m e n t o n e c o n o m i c a l l y v i a b l e a n d 
e n v i r o n m e n t a l l y s u s t a i n a b l e b a s i s . If t h e i n p u t s p r i ce s reflect t he i r 
p r o p e r c o s t s , t h e i r u s e w o u l d b e r a t i o n e d a c c o r d i n g l y . T h o u g h t h e 
u s e of fer t i l isers in t h e c o u n t r y is still o n t h e l o w e r s i d e o n the 
w h o l e , t h e r e a r e a l s o m a n y ca se s of its u s e b e y o n d e c o n o m i c l eve l s 
r e s u l t i n g in a d e c l i n e in fer t i l iser p r o d u c t i v i t y . T h e i n a d e q u a t e u s e 
of fer t i l i ser in o t h e r c a se s is d u e t o n o n - a v a i l a b i l i t y of p r o p e r 
t e c h n o l o g y a n d h a s l i t t le t o d o w i t h p r i c i n g . Be ing b a s e d o n cos t ly 
i m p o r t e d r a w m a t e r i a l , c h e m i c a l fer t i l i sers r e q u i r e d e v e l o p m e n t of 
c h e a p e r y e t e q u a l l y p r o d u c t i v e s u b s t i t u t e s . S u b s i d i e s a r e n e e d e d 
m o r e i n e n c o u r a g i n g s u c h t e c h n o l o g i c a l b r e a k t h r o u g h s r a t h e r t h a n 
in s u p p o r t i n g cos t l y i n p u t s . T h e r e is a lot of s c o p e for r ecyc l ing 
o r g a m c w a s t e to i m p r o v e t h e h u m u s c o n t e n t of t h e soi ls . Recen t 
a d v a n c e s in w o r m i c u l t u r e e x p l o i t i n g t h e ro l e of e a r t h w o r m s e e m 
to b e p r o m i s i n g a s a c h e a p a n d effect ive m e t h o d of i m p r o v i n g t h e 
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soils. This is no t to s ay t h a t the c o n s u m p t i o n of fertilisers s h o u l d 
b e cu rbed , b u t on ly to correct t he p r e s e n t poUcy of re ly ing so m u c h 
on fertiliser p r ic ing . 

G u n w a n t Desa i h a s s t ressed tha t non-p r i ce factors l ike c rop 
variet ies , i r r igat ion, r e sea rch a n d ex tens ion a r e m o r e i m p o r t a n t 
t han pr ice factors in p r o m o t i n g fertiliser u s e (Desai , 1986). O n the 
cont ra ry , a s Suni tha Raju has o b s e r v e d , the re is a t e n d e n c y to 
subs t i t u t e fertiliser subs id ies for r u r a l ins t i tu t ions w h i c h real ly 
raise ag r icu l tu ra l p r o d u c t i v i t y i nc lud ing the p r o d u c t i v i t y of 
fertilisers, - ins t i tu t ions l ike ex tens ion services , s u p p l y a n d 
d i s t r ibu t ion ne t w o r k s , a n d t ime ly a n d a d e q u a t e c red i t facilities 
(Raju, 1992 : 79). If t he re has to b e a s u b s i d y to s u p p o r t t h e f a rmer s 
a n d p r o m o t e a m o r e p r o d u c t i v e u s e of fertilisers, it should better be 
g iven to d e v e l o p i n g these ins t i tu t ions a n d inf ras t ruc ture . T h e role 
of inf ras t ruc ture a n d avai labi l i ty of p r o p e r t echno logy in ferti l iser 
u s e c a n b e d i s ce rned f rom a f ind ing tha t w h i l e fertiliser u s e 
decl ines by 4.3 p e r cent in r e s p o n s e to a 10 p e r cent inc rease in i ts 
real (relative) pr ice , it ac tua l ly increases b y 14.4 p e r cent fo l lowing 
a 10 p e r cent increase in a rea u n d e r i r r iga t ion ( S u b r a m a n i y a n a n d 
N i r m a l a , 1991 :15 ) . 

M o r e t han h e l p i n g the fa rmers , the ferti l iser subs id ies h a v e g i v e n 
incent ive to p r o d u c i n g un i t s to p r o d u c e fertilisers a t h ighe r cost so 
as to quaUfy for m o r e subs id ie s u n d e r t he r e t en t ion pr ice s c h e m e 
(Raju, 1992 : 81-82). T h e increas ing subs id ie s a r e a lso a reflection of 
the increased s t ra in b o r n e b y the r egu la t ed d i s t r i bu t i on sys t em. 
T h e a v e r a g e d i s t ance t ravel led b y each b a g is r e p o r t e d to h a v e 
increased f rom 850 k m s to 1100 k m s b e t w e e n mid-70s a n d n o w 
(Gulat i a n d Kalra, 1992). If these inefficiencies a r e r e d u c e d a n d 
there is g rea te r incent ive to p r o d u c e fertiliser a t l ower costs , 
fertiliser pr ices need n o t increase to the s a m e extent a s t he r e m o v a l 
of subs id ies . 

T h e r e a re , h o w e v e r , pract ical difficulties in s u d d e n l y a n d c o m p l e ­
tely abo l i sh ing i n p u t subs id ie s . It w o u l d b e des i r ab l e to d o s o 
g r a d u a l l y so that ad ju s tmen t to c h a n g e is s m o o t h a n d easy . 

50 



T h e difficult ies a p p e a r to b e pa r t i cu l a r l y g r e a t in t h e case of 
i r r iga t ion , e lectr ic i ty a n d c red i t , b u t less s o in t h e ca se of fert i l isers. 
Bu t e v e n in t h e case of i r r iga t ion a n d electr ici ty, it w o u l d b e 
d e s i r a b l e to c o v e r a t leas t o p e r a t i n g costs , a n d inc rease t he 
p r o d u c t i v i t y p e r u n i t of t h e scarce r e source . 

T h e G V K R a o C o m m i t t e e o n Fert i l iser C o n s u m e r Pr ices (FAX, 
1988) rea l i sed t h e n e e d to r e d u c e the fiscal b u r d e n d u e to fertiliser 
s u b s i d i e s b u t a t t h e s a m e t i m e feared tha t a n y s h a r p increase in 
ferti l iser p r i ce s w o u l d affect the i r c o n s u m p t i o n . It r e c o m m e n d e d 
a n inc rease of 5 to 7 p e r cen t in ferti l iser pr ices p r o v i d e d tha t a 30 
p e r cen t i nc rease in t he c o n s u m p t i o n of ferti l isers has t aken p lace 
o v e r t h e p r e c e d i n g t h r e e yea r s . It set a goa l of a c h i e v i n g a 10 p e r 
cen t g r o w t h in t h e c o n s u m p t i o n of ferti l isers p e r a n n u m to ach ieve 
i nc reased g r o w t h in a g r i c u l t u r a l p r o d u c t i o n . In con t ras t , the 
a v e r a g e ( c o m p o u n d ) r a t e of g r o w t h in ferti l iser c o n s u m p t i o n 
d u r i n g t h e e igh t ies h a s b e e n a b o u t 8 p e r cent p e r a n n u m . 

A s u b s e q u e n t c o m m i t t e e o n fertiliser p r i c ing h e a d e d b y P r a t a p r a o 
Bhosa le (CMIE, 1992) w a s cons t i t u t ed aga in s t t he b a c k g r o u n d of a 
s h a r p inc rease of 40 p e r cent in t he sel l ing p r i ce of u r e a in Ju ly 
1991, b u t la ter r e d u c e d to 30 p e r cen t in A u g u s t 1991 in v i e w of the 
s t r o n g e m o t i o n s t h e Ju ly a n n o u n c e m e n t h a s e n g e n d e r e d . O n the 
p r i ce front , it r e c o m m e n d e d the d e c o n t r o l of pr ices a n d m o v e m e n t 
in t h e case of p h o s p h a t i c a n d po tass ic ferti l isers, b u t r e c o m m e n d e d 
a r e d u c t i o n in t h e p r i ce of u r e a b y 10 p e r cent . It a l so a d v i s e d 
concess iona l ra i l f re ight to fertil isers b o t h for r a w m a t e r i a l a n d 
f in ished p r o d u c t s . T h e s e r e c o n u n e n d a t i o n s w e r e accep ted a n d 
i m p l e m e n t e d b y the g o v e r n m e n t a l o n g w i t h a subs t an t i a l inc rease 
in p r o c u r e m e n t pr ices . T h e f a v o u r a b l e t r e a t m e n t to u r e a w a s o n 
a c c o u n t of i ts w i d e s p r e a d u s e b o t h in d r y a n d w e t c r o p s b y all 
ca tegor ies of f a rmer s . H o w e v e r , this is l ikely to d i s to r t the o p t i m a l 
m i x of fert i l isers , w h e r e h i g h e r u s e of po tass ic a n d p h o s p h a t i c 
fertil isers w a s a d v i s a b l e for m a i n t a i n i n g soil fertiUty a n d inc reased 
p r o d u c t i o n . I n s t ead , a g r a d u a l r e d u c t i o n in subs id i e s of all 
fertil isers w o u l d h a v e b e e n p re fe rab le to c o m p l e t e decon t ro l of 
s o m e . E v e n if t h e r e is n o s u b s i d y o n the w h o l e , t h e pol icy of 
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e n s u r i n g fert i l isers a t u n i f o r m pr ices al l o v e r t h e c o u n t r y b y 
e v e n i n g o u t t rans |?or t c o s t s s h o u l d a l s o c o n t i n u e s o t h a t f a r m e r s 
located a w a y f rom fertiUser factories a r e n o t p u t to d i s a d v a n t a g e . 
T h e Bhosa le C o m m i t t e e a l s o m a d e a n u m b e r of o t h e r s u g g e s t i o n s 
to r e d u c e t h e cost of p r o d u c t i o n a n d t r anspo r t , to d e v e l o p s u p p l e ­
m e n t a r y ferti l isers to i n c r e a s e p r o d u c t i v e u s e of fer t i l isers , a n d a l so 
to p r o m o t e g rea t e r u s e of o r g a n i c m a n u r e so tha t t h e b u r d e n s o m e 
d e p e n d e n c e o n cos t ly chemica l fertilisers is r e d u c e d . If s t e p s a r e 
t aken to r e d u c e the cost of s u p p l y i n g i n p u t s to f a rmers a n d to 
increase their p r o d u c t i v i t y , cos ts pe r u n i t of o u t p u t a r e b o u n d to 
dec l ine a n d abo l i t ion of i n p u t subs id i e s w o u l d n o t b e a b u r d e n . 
But as long as s u c h s u b s i d i e s con t inue , t he r e w o u l d a l so b e n o 
incen t ive for s u c h a cost r e d u c t i o n . 

R u r a l C r e d i t a n d I n v e s t m e n t 

T h r e e m a i n po l icy i s sues h a v e a r i sen fo l lowing the r e c o m m e n d a ­
t ions of the K h u s r o a n d N a r a s i m h a m Corrun i t t ees (RBI 1989 a n d 

r a i s ing t h e in teres t r a t e s o n ag r i cu l t u r a l c red i t t o b r i n g 
t h e m in l ine w i t h cost of c red i t or m a r k e t r a t e s , (ii) p h a s i n g o u t o r 
a t least r es t r i c t ing p r i o r i t y l e n d i n g o r d i r e c t e d l e n d i n g , a n d (iii) 
r e s t r u c t u r i n g r u r a l c red i t ins t i tu t ions for be t t e r efficiency a n d 
viabil i ty. 

T h o u g h w e h a v e a r g u e d a b o v e that a s u b s i d y o n i n p u t s c o u l d 
i n d u c e w a s t a g e a n d ra i se rea l costs , t he s u p p l y of c red i t h a s to b e 
v i e w e d o n a different foot ing. Mere ly , b e c a u s e t h e r a t e of in te res t 
on ins t i tu t iona l c red i t is l o w e r t h a n m a r k e t r a t e s , it d o e s n o t m e a n 
that m o r e credi t n e e d s to b e g i v e n w i t h o u t reference to c red i t 
n e e d s a n d viabi l i ty of the project f inanced. It is nece s sa ry t h a t t h e 
b a n k i n g s y s t e m is v iab le , b u t it is d o u b t f u l if t h e l o w ra t e s of 
in teres t o n a g r i c u l t u r a l c red i t a b o v e h a v e c a u s e d the p r o b l e m s of 
efficiency a n d prof i tabi l i ty in the b a n k i n g sector . W h a t h a s c r ea t ed 
the p r o b l e m is a c o m b i n a t i o n of s eve ra l factors i n c l u d i n g t h e 

11 For a review and critical comments on the recommendations of the two Committees 
especially from the point of view of agricultural and rural credit, sec Cadgil, 1992; 
Krishnaswamy 1992; Mujumdar 1992; Narayana 1992. 
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cul tu re of wr i t ing off loans for extra-economic considerat ions , the 
h igh admin i s t r a t ive costs d u e to h igh salaries to the bank staff, a n d 
the i n a d e q u a t e credit appra i sa l a n d follow-up. Rural credit sys tem 
has to p lay a n impor t an t role as a tool of rural deve lopment , a n d 
we h a v e to also keep in m i n d the fact that this is a sector w h e r e pe r 
capita incomes a r e lower a n d w h e r e there is need for a greater 
flow of inves tment . To increase the rate of interest in agr icul ture in 
line w i t h the so-called marke t rates as seen in the u rban sett ing 
w o u l d g ive a w r o n g signal. T h e cost of credit shou ld in fact be 
lowered t h r o u g h p r o p e r superv is ion a n d recovery of credit and 
the l end ing ra tes have to b e such as to cover the costs of credit 
supp ly . 

T h o u g h on a n overal l basis the cost of credit supp ly has to be 
covered b y the lending rates, there can be a certain a m o u n t of 
d iscr iminat ion in favour of the small a n d the poor. There can also 
be a certain a m o u n t of d iscr iminat ion in the form of lower rates on 
c rop loans a n d h igher than cost-of-supply rate on loans for buy ing 
tractors, combined harves ters a n d such other machinery which 
displaces labour . There has to be some discr iminat ion in favour of 
crops a n d projects wh ich are labour intensive, a n d against crops 
a n d projects wh ich are labour-saving. It is not possible to solve the 
p rob lem of pove r ty a n d u n d e r e m p l o y m e n t th rough employmen t 
schemes in the publ ic sector alone. There have to be economic 
incentives inc luding credit incentives to create more employmen t 
oppor tuni t ies . Social policy has to p rov ide incentives for 
inves tments a n d projects that emp loy m o r e labour. 

In v i ew of the need to g radua l ly p h a s e out subsidies on inputs 
such as fertilisers, irr igation a n d electricity, it is all the m o r e 
necessary that the sys tem of priori ty lending should cont inue. 
Commercia l b a n k s should try their best to meet the target of 
directing a significant p ropor t ion of their aggregate credit to 
agr icul ture as a pr ior i ty sector, a n d the Reserve Bank should 
ensure tha t the bank ing sys tem achieves this, subject to p roper 
supervis ion a n d recovery of credit. There is no meaning in terming 
agricul ture as a pr ior i ty sector unless the rates of interest a re also 
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a little l o w e r t han t hose app l i cab le to the nonpr io r i t y sectors . T h e 
w o r k i n g of the s y s t e m c a n b e r e v i e w e d aga in after s ay 10 y ea r s to 
d e t e r m i n e w h e t h e r prof i tabi l i ty a n d p e r cap i t a i n c o m e i n 
agr icu l tu re h a v e i m p r o v e d rela t ively e n o u g h to p h a s e o u t t he 
p r io r i ty t r ea tment . 

Both K h u r s r o a n d N a r a s i m h a m C o m m i t t e e s l iave g iven s o m e 
a t ten t ion to restruct iu-ing the r u r a l credi t ins t i tu t ions to m a k e t h e m 
m o r e viable a n d efficient. W h i l e K h u s r o C o m m i t t e e s u g g e s t s t he 
creat ion of a N a t i o n a l Co -ope ra t i ve Bank as a na t i ona l a p e x for all 
co-opera t ives , t he N a r a s i m h a m C o m m i t t e e has s u g g e s t e d se t t ing 
u p ru r a l b a n k i n g subs id i a r i e s b y t h e pub l i c sector c o m m e r c i a l 
banks . T h e i ssue of w h e t h e r the Regional Rura l Banks (RRBs) 
s h o u l d m e r g e in to thei r s p o n s o r b a n k s , o r s h o u l d c o n t i n u e the i r 
sepa ra te iden t i ty is s e c o n d a r y a n d s h o u l d d e p e n d o n the hea l t h 
a n d w o r k i n g of t he conce rned RRBs. T h e m a i n s u g g e s t i o n 
h o w e v e r is tha t there h a s to b e a s e p a r a t e ins t i tu t iona l f rame to 
de a l w i th ru r a l credi t . This w e be l ieve is a s o u n d sugges t ion . T h e r e 
is a basic d i s t inc t ion b e t w e e n u r b a n a n d ru ra l b a n k i n g in tha t t he 
former is la rge ly d e m a n d fol lowing, wh i l e the lat ter is s u p p l y 
leading.13 T h e r u r a l b a n k e r s h a v e to p l a y a d y n a m i c ro le a s tha t of 
a d e v e l o p m e n t a g e n t a n d s h o u l d h a v e m o r e social c o m m i t m e n t 
a n d skills t han the u r b a n b a n k e r s . 

S o m e ins t i tu t ional i nnova t ions o n the b o r r o w e r s ' s ide a r e a lso 
des i rab le pa r t i cu la r ly in the case of r u r a l poor . A few v o l u n t a r y 
agenc ies l ike M y r a d a (Myso re Rese t t l ement a n d D e v e l o p m e n t 
Agency) h a v e a l r e a d y taken ini t ia t ive in e n c o u r a g i n g a l t e rna t ive 
m a n a g e m e n t s y s t e m s for s a v i n g a n d credi t o n the basis of g r o u p 
co-opera t ion , pa r t i c ipa t ion a n d collective act ion (see for e x a m p l e , 
F e r n a n d e z , 1992). Such s y s t e m s h a v e a g rea t p r o m i s e in r e d u c i n g 
costs of credi t s u p p l y , a n d e n s u r i n g be t te r credi t s u p e r v i s i o n 
a n d recovery of loans . T h e M y r a d a case of smal l g r o u p rel ies 
pr inc ipa l ly o n o w n re sources a n d invo lves a h i g h e r ra te of in teres t 

13. Bandyopadhyay (1966) makes this distinction between traditional role of banks in 'demand 
following' and their new role after the sixties in 'supply leading'. 
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o n l o a n s t h a n w h a t is g i v e n b y t h e official i n s t i t u t i ona l c r e d i t 
a g e n c i e s . W h a t M y r a d a r e c o g n i s e d w a s tha t in t h e case of t h e p o o r 
t h e q u e s t i o n w a s n o t s o m u c h of a d e q u a c y of f u n d s , b u t t h e y 
r e q u i r e d s m a l l b u t r e g u l a r a n d u r g e n t l o a n s for c o n s u m p t i o n 
w h i c h t h e official o r i n s t i t u t i o n a l a g e n c i e s w e r e n o t c a p a b l e of 
g i v i n g . E v e n i n t h e ca se of p r o d u c t i o n c red i t , t h e b a n k s ' s c h e d u l e 
of r e c o v e r y d i d n o t c o n f o r m to a c t u a l t r e n d s in r e t u r n s . M y r a d a 
f o u n d t h a t if a p ro jec t h a d to b e success fu l , effective m a n a g e m e n t 
of c h a n g i n g s i t u a t i o n s w a s e s sen t i a l , w h i c h t h e b a n k s w e r e 
i n c a p a b l e of. T o m e e t t h e s e p r o b l e m s , M y r a d a h a d - o n l y to k e e n l y 
o b s e r v e a n d h e l p t h e i n i t i a t i ve w h i c h t h e p e o p l e t h e m s e l v e s h a d 
t a k e n i n f o r m i n g s m a l l b u t v i a b l e a n d a u t o n o m o u s g r o u p s 
c o n s i s t i n g o n l y of t h e p o o r w h o b u i l t c o m m o n f u n d s w i t h the i r 
o w n s a v i n g s . M y r a d a of c o u r s e h a d t o ac t a s a ca ta ly t ic a g e n t , 
i m p a r t i n g l i t e racy , n u m e r a c y a n d n e c e s s a r y sk i l l s to all the 
m e m b e r s of t h e g r o u p to m a n a g e t he i r t r a n s a c t i o n s t h e m s e l v e s . 
T h e s e g r o u p s w e r e e s sen t i a l l y s m a l l , w i t h n o m o r e t h a n 25 
m e m b e r s , a n d h a d a t i igh d e g r e e of e c o n o m i c a n d socia l h o m o ­
g e n e i t y , w h i c h e n s u r e d p r o p e r i n t e r a c t i o n a n d m u t u a l fai th. H 
N G O s a n d d e v e l o p m e n t b a n k e r s in r u r a l a r e a s c a n exe rc i se i 
s i m i l a r soc ia l c a t a ly t i c ro l e , c r e d i t c a n b e r o u t e d t h r o u g h these 
sn \ a l l a u t o n o m o u s g r o u p s . T h i s c o u l d g r e a t l y i m p r o v e the 
r e s p o n s i b i l i t y a n d eff ic iency of t h e r u r a l c r ed i t s y s t e m . 

E n s u r i n g a d e q u a t e , w e l l s u p e r v i s e d c r ed i t a t c o n c e s s i o n a l r a t e of 
i n t e r e s t i s orUy o n e of t h e w a y s of s t e p p i n g u p i n v e s t m e n t a n d 
g r o w t h r a t e s in a g r i c u l t u r e . D i r e c t i n v e s t m e n t in a g r i c u l t u r e b y t h e 
g o v e r n m e n t i n i n f r a s t r u c t u r e p l a y s a n i m p o r t a n t s u p p o r t i v e ro l e 
i n i m p r o v i n g p r i v a t e i n v e s t m e n t . U n f o r t u n a t e l y s u c h a n inves t ­
m e n t b y t h e g o v e r n m e n t h a s b e e n d i s c o u r a g e d b y p o o r r a t e s of 
f inancia l r e t u r n w h i c h in t u r n is m o r e d u e to a pol i t ica l e n v i r o n ­
m e n t n o t c o n d u c i v e to r e c o v e r i e s , t h a n d u e to lack of p rof i tab i l i ty 
a s s u c h . T h o u g h firvancial r e t u r n i s n o t t he c r i t e r ion for i n v e s t m e n t 
e v e n in d i r e c t l y p r o d u c t i v e s e c t o r s l ike i r r iga t ion , t he g o v e r n m e n t 
a l so n e e d s to recyc le f u n d s . It c a n n o t c o n t i n u o u s l y p u t i ts 
r e s o u r c e s w i t h o u t c o n s i d e r i n g t he i r u t i l i s a t ion a n d h a s to r e c o v e r 
a t l eas t a p a r t of i ts i n v e s t m e n t . T h e r e is n o w a n i n c r e a s i n g 
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recogni t ion of the n e e d to r ecove r a t least t h e o p e r a t i n g o r 
m a i n t e n a n c e e x p e n d i t u r e o n i r r iga t ion f rom the benef ic iar ies . 

All g o v e r i u n e n t i n v e s t m e n t , h o w e v e r , n e e d n o t b e subjec ted t o 
s imi la r recover ies . T h e p r inc ip l e cou ld b e a p p l i e d to directly-
p r o d u c t i v e sec tors w h e r e e c o n o m i c benef i ts to benef ic iar ies a r e 
la rge a n d i m m e d i a t e . T h e g o v e r n m e n t i n v e s t m e n t h a s to b e 
s t e p p e d u p in o t h e r sec tors too in r u r a l a r ea s , to u n p r o v e t h e 
qua l i tv of life of the p e o p l e a n d r e d u c e the t r ansac t ion costs of 
l ivmg in the r u r a l a r e a s . M a n y vi l lages d o n o t still h a v e access to 
c lean d r i n k i n g w a t e r . F a r m e r s a n d o t h e r s a l ike h a v e to s p e n d a lot 
of m o n e y in g i v i n g t h e m s e l v e s a n d to the i r c h i l d r e n g o o d 
educa t i on a n d g o o d m e d i c a l ca re a s t hey h a v e to g o to u r b a n a r e a s 
for the p u r p o s e . M a n y v i l lages d o no t h a v e ea sy access to t hese 
facilities, a n d e v e n the l imi ted facilities t ha t a r e the re a r e in a 
d i sma l s ta te . E v e n t r a n s p o r t facilities in r u r a l a r e a s a r e e x t r e m e l y 
i n a d e q u a t e . It is a c o m m o n s igh t to see p e o p l e p e r c h e d o n b u s t o p s 
in ru ra l a reas , in a d d i t i o n to t hose fully p a c k e d i n s i d e the b u s e s . 
T h e abi l i ty of the g o v e r n m e n t to inves t in r u r a l i n f r a s t ruc tu re is 
r e d u c e d b y t h e n e e d to p r o v i d e m a s s i v e subs id i e s o n fert i l isers 
a n d i r r iga t ion , w h i c h cou ld m o r e just i f iably b e d i v e r t e d to 
r e d u c i n g u r b a n - r u r a l d i s p a r i t i e s i n in f r a s t ruc tu re a n d o t h e r 
facilities. Th i s w o u l d ind i rec t ly i m p r o v e the p r o d u c t i v i t y of 
i nves tmen t in a g r i c u l t u r e a n d s t i m u l a t e fu r the r i n v e s t m e n t itself. 

IV. T O W A R D S S U S T A I N A B L E A G R I C U L T U R A L 
D E V E L O P M E N T — C O N C L U S I O N 

It is no t nece s sa ry to l a b o u r t h e p o i n t that e c o n o m i c d e v e l o p m e n t 
whicri is unsus ta inable from an env i ronmenta l point of view can not 
be sustainable from the economic point of view either. W e reiterate 
in s t ead t h e e n v i r o n m e n t a l s ignif icance of s o m e of t h e po l i cy 
p r o p o s a l s m a d e a b o v e , a n d ind ica te a d d i t i o n a l po l icy m e a s u r e s in 
the in teres t of s u s t a i n a b l e ag r i cu l tu ra l d e v e l o p m e n t , w h i c h s h o u l d 
be a n i m p o r t a n t goal of ag r i cu l tu ra l pol icy. 

A str icter i m p l e m e n t a t i o n of ce i l ings o n t h e o w n e r s h i p of a g r i ­
cu l tura l h o l d i n g s p r o p o s e d a b o v e wil l m a k e the d i s t r i bu t ion of 
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h o l d i n g s reflect t h e scarc i ty of l a n d m o r e real is t ical ly a n d will l ead 
to a m o r e efficient l a n d u s e . T h o u g h l and is a scarce r e sou rce f rom 
t h e p o i n t of v i e w of the socie ty , it is no t so to a l a rge h o l d e r w h o 
m a y v e r y we l l k e e p p a r t s of it id le o r e v e n a l l o w it to b e e r o d e d in 
t he l o n g r u n for s h o r t t e r m ga in s o r t h r o u g h neglect . T h e p r o p e r 
care of l a n d n e e d s a h i g h e r e n d o w m e n t of l a b o u r w h i c h smal l a n d 
m e d i u m h o l d i n g s h a v e , m o r e t h a n t h e l a r g e h o l d e r s . M o r e o v e r , 
c o - o p e r a t i v e a n d col lect ive p a r t i c i p a t i o n of i n d i v i d u a l h o l d e r s is 
n e c e s s a r y for i m p l e m e n t a t i o n of soil a n d m o i s t u r e c o n s e r v a t i o n 
s c h e m e s in w a t e r s h e d d e v e l o p m e n t a n d for efficient a n d equ i t ab le 
m a n a g e m e n t of cana l a n d t a n k i r r iga t ion. T h e poss ib i l i ty of 
s e c u r i n g s u c h a c o - o p e r a t i o n a n d g r o u p pa r t i c ipa t i on is e n h a n c e d 
w h e n t h e r e is a g r e a t e r e c o n o m i c h o m o g e n e i t y a m o n g i n d i v i d u a l 
h o l d e r s , b u t is v i t i a t ed w h e n t h e r e a r e o n e o r t w o d o m i n a n t a n d 
m a n y sma l l h o l d e r s . 

U n d e r l a n d r e fo rms , it w a s a l so p r o p o s e d to e n s u r e that all v i l lages 
h a v e s o m e c o m m o n l a n d s for g r a z i n g cattle, a n d a s a s o u r c e of fuel 
w o o d , g r e e n m a n u r e a n d fruit. By g r o w i n g h e r b s n e e d e d for 
i n d i g e n o u s m e d i c i n e , t h e y c a n e v e n p r o v i d e s o m e med ica l care. 
T h e s e lands, w h e r e v e r d e g r a d e d , h a v e to b e rehab i l i t a t ed a n d 
g i v e n o v e r to p e o p l e ' s m a n a g e m e n t to e n s u r e s u s t a i n a b l e use . 
D e v e l o p m e n t of c o m m o n l a n d s s h o u l d b e i m a g i n a t i v e a n d m e e t 
p e o p l e ' s n e e d s , i n s t ead of s e r v i n g a s a s o u r c e of f unds for v i l lage 
p a n c h a y a t s b y g r o w i n g c o m m e r c i a l species . C o m m e r c i a l m o n o ­
c u l t u r e fores t ry is h a r d l y a n e x a m p l e of s u s t a i n a b l e d e v e l o p m e n t . 
By m e e t i n g p e o p l e ' s d i rec t n e e d for fodder , fuel, m a n u r e a n d fruit, 
c o m m o n l a n d s h a v e the po ten t i a l of r e d u c i n g costs of cu l t iva t ion 
a n d i m p r o v i n g a g r i c u l t u r a l p r o d u c t i v i t y indi rec t ly . T h e y w o u l d 
a l so b e a s o u r c e for p r o t e c t i n g b io -d ive r s i t y of p l a n t species . 

T h e e m p l o y m e n t p r o g r a m m e s for p o v e r t y a l lev ia t ion a lso can 
h a v e e n v i r o n m e n t a l s ignif icance in s o far as t hey a r e carefully 
p l a n n e d to r e s to r e the v iabi l i ty of c o m m u n i t y asse t s l ike village 
t anks a n d w o o d l o t s . E v e n if t ank des i l t ing is n o t s o m e t i m e s viable 
f rom a str ict e c o n o m i c cr i te r ion , it can be t a k e n u p a s a n e m p l o y ­
m e n t p r o g r a m m e . S imi la r ly soil a n d w a t e r c o n s e r v a t i o n w o r k s , 
n e w s t o r a g e t anks a n d the l ike c a n b e t aken u p . 
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A r e d u c t i o n in in te i^regional d i spa r i t i e s in ag r i cu l tu ra l d e v e l o p ­
m e n t a l so c o n t r i b u t e s to s u s t a i n a b l e d e v e l o p m e n t . Ttxere a r e 
d e v e l o p m e n t l a g g a r d s - b o t h r eg ions a n d c r o p s - w h i c h n e e d m o r e 
a t t en t ion . Subs id i e s in a g r i c u l t u r e h a v e benef i ted the p r o s p e r o u s 
reg ions m o r e . Bo th d r y l a n d d e v e l o p m e n t a n d i r r iga t ion d e v e l o p ­
m e n t n e e d s fu r the r e m p h a s i s in b a c k w a r d reg ions . Th is calls for 
m o r e i n v e s t m e n t in in f r a s t ruc tu re a n d in resea rch a n d ex t ens ion 
su i t ed to s u c h r eg ions . 

A p h a s e d abo l i t ion of i n p u t s u b s i d i e s especia l ly o n fert i l isers, 
i r r iga t ion a n d electr ici ty w o u l d b e a n o t h e r m o v e t o w a r d s sus t a in ­
ab le d e v e l o p m e n t , a s it w o u l d m a k e the i r pr ices be t t e r reflect t h e 
cost of s u p p l y a n d i n d u c e a m o r e e c o n o m i c u s e of t h e sca rce 
re sources . A s u b s i d y o n fertil isers in terferes w i t h t h e choice of mix 
of fertiUsers a n d cou ld i n d u c e neglec t of o rgan ic m a n u r e . It is 
necessa ry to r e d u c e d e p e n d e n c e o n i n p u t s w h i c h a r e b a s e d o n a n 
exhaus t ib l e a n d tha t too a s ignif icant ly i n \ p o r t e d r e sou rce 
p r o c u r e d a t h i g h cost, a n d to d e v e l o p m o r e s u s t a i n a b l e al ter­
na t ives . It is e q u a l l y i m p e r a t i v e t o i m p r o v e t h e p r o d u c t i v i t y of 
w h a t e v e r Umited q u a n t i t y of i n p u t s tha t w e m a y use . A s u b s i d y o n 
s u c h i n p u t s d i s t o r t s t h e socia l ly a n d ecological ly des i r ab l e choice. 
Ins tead the s u b s i d y s h o u l d b e d i v e r t e d to e c o - d e v e l o p m e n t 
projects a n d b u i l d i n g of ru ra l i n f r a s t ruc tu re w h i c h ind i rec t ly 
i m p r o v e s p r o d u c t i v i t y in a g r i c u l t u r e a n d increases e m p l o y m e n t 
o p p o r t u n i t i e s . Since t h e g o v e r n m e n t ' s o w n re sources a r e Umited , 
t hey s h o u l d b e a l loca ted w h e r e social ga in s a re h igh . 

Po l lu t ion in a g r i c u l t u r e d u e to chemica l s is m o r e d a n g e r o u s as it is 
difficult to t rea t it a t a po in t . F a r m e r s a r e often not t r a ined to t ake 
d u e precaut ior \s in their u se . It s h o u l d b e the pol icy to to ta l ly b a n 
h a z a r d o u s chemica l s , a n d even o t h e r syn the t i c pes t i c ides s h o u l d 
be g r a d u a l l y p h a s e d o u t b y p r o m o t i n g e n v i r o n m e n t a l l y safer a n d 
economica l a l t e rna t ives . H e r b a l pes t ic ides b a s e d o n n e e m , for 
e x a m p l e , h a v e a l r e a d y b e e n d e v e l o p e d commerc i a l l y w h i c h h o l d 
p r o m i s e in th i s r e g a r d . T h e r e a r e a l so p r o m i s i n g r e p o r t s of 
genet ica l ly e n g i n e e r e d c r o p s b e i n g evo lved w h i c h a r e n o t o n l y 
h i g h y ie ld ing b u t a l so h a v e in-bui l t p ro t ec t ion aga in s t pes t s . 
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T h e i r ecologica l i m p l i c a t i o n s h a v e to b e fu r the r a s se s sed , a n d if 
f o u n d s u i t a b l e a n d e c o n o m i c a l t hey c o u l d d i s p l a c e chemica l 
pes t i c ides . M o r e r e sea rch a n d e x t e n s i o n effort has to go in this 
d i rec t lo iu 

Stabi l i ty is o n e of t h e a t t r i b u t e s of su s t a inab l e d e v e l o p m e n t , b u t 
u n f o r t u n a t e l y t h e g r e e n r e v o l u t i o n s e e m s to h a v e r e n d e r e d 
a g r i c u l t u r e m o r e u n s t a b l e . F luc tua t i ons a r o u n d t r e n d a r e h i g h e r 
a n d sens i t iv i ty to rainfal l g r e a t e r in t he p o s t - g r e e n r e v o l u t i o n 
p e r i o d t h a n before . Rice, coa r se cereals a n d p u l s e s pa r t i cu l a r ly 
b e c a m e m o r e s ens i t i ve to rainfal l . In g e n e r a L , khar i f c rops b e c a m e 
m o r e s e n s i t i v e t h a n r ab i c r o p s , b e c a u s e i r r iga t ion c o n t r i b u t e d to a 
m o r e con t ro l l ed e n v i r o n m e n t o n r ab i s e a s o n (Rao et.al. , 1988 : 
15-34). T h i s w o u l d m e a n tha t a p r o p e r d e v e l o p m e n t of i r r iga t ion 
a n d d r y l a n d d e v e l o p m e n t a r e b o t h necessa ry to r e d u c e instabi l i ty , 
a n d p r o m o t e g r o w t h . A l so a r ea s wh ich a r e ma rg ina l a n d 
v e r y sens i t ive to rainfall f luc tua t ions s h o u l d b e d i v e r t e d from 
cu l t iva t ion of c r o p s a n d b r o u g h t u n d e r affores ta t ion a n d p a s t u r e s . 
I nd i a h a s a n e x t r e m e l y l a rge p r o p o r t i o n of a r ea u n d e r cu l t iva t ion 
c o m p a r e d to o t h e r s imi la r coun t r i e s a t t he cost of p a s t u r e s a n d 
forests . Th i s h a s b e e n a s o u r c e of ins tabi l i ty . 

A n inefficiently m a n a g e d i r r iga t ion can ac tua l ly b e c o m e a sou rce 
of i nc reased ins tab i l i ty a n d l o w e r e d p r o d u c t i v i t y . Ind i sc r imina te 
i r r iga t ion h a s r e n d e r e d va s t a r ea s w a t e r - l o g g e d a n d sa l ine 
i n v o l v i n g t h e w a s t a g e of b o t h p r e c i o u s r e sources - l and a n d wa te r . 
T h e e m p h a s i s h a s the re fo re to b e o n qua l i t a t ive i m p r o v e m e n t in 
i r r iga t ion , a n d n o t m e r e l y o n its q u a n t i t a t i v e expans ion . ^^ A major 
sur face i r r iga t ion project is pa r t i cu l a r ly subject to h a r d m a n a g e ­
m e n t p r o b l e m s of w a t e r d i s t r i b u t i o n a n d c r o p local isat ion p a t t e r n s 
(see R e d d y , 1990), a p a r t f rom n e g a t i v e exterr\ali t ies tha t s u c h a 
project m a y crea te in the fo rm of s u b m e r g e n c e of forests a n d 
d i s p l a c e m e n t of p e o p l e . If f a rmers a r e wi l l ing to jo int ly take over 
m a n a g e m e n t of cana l i r r iga t ion efficiently a n d a lso just ly, they 

14. There are many intricate poHcy issues in irrigation, to all of which it is difficult to do justice 
here. They have been discussed in depth by others (See esp. Vaidyanathan, 1991; S K Ray 
1992). *̂  
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s h o u l d b e e n c o u r a g e d to d o so , t h o u g h s o m e m o n i t o r i n g m a y b e 
r e q u i r e d o n t h e p a r t of i r r iga t ion officials. I n s t e a d of t a k i n g a 
doc t r ina i re a p p r o a c h a n d o p p o s i n g al l major i r r iga t ion projects , it 
w o u l d b e m o r e r a t i ona l to subject s u c h projects to a p r o p e r social 
cost benefi t ana ly s i s for a dec is ion . Such a n ana lys i s s h o u l d 
inco rpo ra t e al l ecologica l costs a n d p r o v i d e for r ehab i l i t a t ion of 
d i sp l aced p e o p l e . H a v i n g t a k e n a dec is ion , it is e q u a l l y i m p o r t a n t 
to be str ict o n efficient execu t ion . 

Wel l i r r iga t ion h a s o v e r t a k e n cana l i r r iga t ion s ince t h e m i d -
sevent ies . In a w a y th is is a w e l c o m e t r e n d b e c a u s e we l l i r r iga t ion 
is m o r e con t ro l l ed a n d d o e s n o t c rea te p r o b l e m s of w a t e r l o g g i n g 
etc. Mever the iess , d u e t o free electr ic i ty s u p p l y o r f ixed c h a r g e s 
b a s e d o n h o r s e p o w e r , t h e r e cou ld b e w a s t a g e of b o t h electr ic i ty 
a n d wa te r . Electr ici ty s u p p l y s h o u l d be m e t e r e d a n d c h a r g e d 
accord ing ly , except in cases w h e r e the re is re l iable e v i d e n c e tha t 
the wel l w a t e r is s h a r e d w i t h n e i g h b o u r s . 

T h e r e is a r e a s o n for p r o v i d i n g th is except ion . It is o n l y t h e 
re la t ive ly l a rge h o l d e r s w h o c a n afford t h e e x p e n s e i n v o l v e d i n 
wel l i r r iga t ion, w h i l e canal i r r iga t ion is re la t ive ly n e u t r a l to scale . 
T h e inequ i ty in we l l i r r iga t ion c a n b e s o m e w h a t m o d e r a t e d b y t h e 
d e v e l o p m e n t of w a t e r m a r k e t s , w h i c h is facili tated b y fixed 
charges of electr ici ty ( C h a m b e r s et.al., 1988 : P a r t II). H o w e v e r , 
the re is n o n e e d to h a v e fixed cha rges in all cases; it can b e a l l o w e d 
on ly in the cases w h e r e w a t e r is s h a r e d . A be t t e r a l ter r \a t ive to 
p r i v a t e sa le of w a t e r is to t \ave we l l s collect ively o w n e d b y s m a l l 
n e i g h b o u r h o o d g r o u p s for w a t e r s h a r i n g . Such g r o u p s a r e des i r ­
ab le even in the con tex t of w a t e r s h e d d e v e l o p m e n t , soil a n d w a t e r 
conserva t ion m e a s u r e s a n d to h a v e smal l s to rage t anks to collect 
r a i n w a t e r for p r o t e c t i v e i r r iga t ion . T h e s a m e g r o u p s c a n p r o m o t e 
collectively o w n e d a n d o p e r a t e d wel l s . V o l u n t a r y agenc i e s a n d 
social w o r k e r s c a n p l a y a v a l u a b l e ro le as catalyt ic a g e n t s to 
p r o m o t e s u c h g r o u p s . 

A s r e g a r d s w a t e r , t he r e is a n o t h e r major p r o b l e m the i m p o r t a n c e 
of wh ich wil l increase o v e r t ime . W a t e r is n e e d e d no t m e r e l y for 
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i r r iga t ion , b u t a l so for d r i n k i n g a n d h o u s e h o l d use , a n d i n d u s t r i a l 
u s e . W a t e r wi l l b e e v e n m o r e scarce t han n o w in re la t ion to n e e d s . 
T h i s m a k e s t h e i s sue of e c o n o m i c a l a n d p r o d u c t i v e u s e of w a t e r all 
t he m o r e u r g e n t , a n d c a n n o t b e d e c i d e d b y m e r e l y o p p o s i n g u r b a n 
u s e of w a t e r . U l t i m a t e l y , t h e p r e s s u r e of p r e s e n t p o p u l a t i o n in 
a g r i c u l t u r e h a s to b e r e d u c e d , a n d a lot of t he ch i l d r en of f a rmer s 
a r e a l r e a d y se t t l ing d o w n a n d wi l l c o n t i n u e to set t le d o w n in 
u r b a n a r e a s . T h e b u r d e n a n d respor \s ib i l i ty of e c o n o m i c a l u s e of 
w a t e r wi l l h a v e to b e s h a r e d b y b o t h the ru ra l a n d u r b a n sectors . 
E v e n in r u r a l a r e a s p r io r i t y has to b e g iven to the n e e d for 
d r i n k i n g w a t e r m o r e t h a n for i r r iga t ion . T h e a p p r o a c h in i r r iga t ion 
h a s to b e necessa r i ly o n e of t r ea t ing w a t e r a s a scarce resource a n d 
m a x i m i s i n g p r o d u c t i v i t y p e r u n i t of w a t e r b y be t t e r w a t e r 
m a n a g e m e n t a n d w h e r e v e r poss ib le b y u s i n g s u c h w a t e r s a v i n g 
t e c h n i q u e s l ike d r i p i r r iga t ion . Ava i l ab l e w a t e r h a s to b e s t r e t ched 
to l a rge r a r e a s a n d to cove r m o r e beneficiar ies . H e r e aga in , g r o u p 
p a r t i c i p a t i o n a n d col lect ive ac t ion w o u l d b e necessary . T h e r e has 
to b e e m p h a s i s o n recycl ing of w a t e r for i n d u s t r i a l u se , a n d all 
p o l l u t e d w a t e r h a s to b e necessa r i ly t r ea t ed u p t o d e s i r a b l e 
s t a n d a r d s b y m u n i c i p a l i t i e s a n d i n d u s t r i e s . W a t e r s o t r ea ted can 
b e u s e d for i r r iga t ion a n d b e a n a d d i t i o n a l r e source . 

A g r e a t e r d ivers i f ica t ion of t he a g r i c u l t u r a l e c o n o m y w o u l d be 
w e l c o m e f rom t h e p o i n t of v a l u e a d d i t i o n a n d inc reas ing the p e r 
capi ta i n c o m e in a re la t ive ly l o w - i n c o m e sector . H o w e v e r , p u s h i n g 
th is t o o m u c h c a n n o t b e su s t a inab l e f rom severa l po in t s of v i ew . 
F o o d g r a i n s p r o v i d e a s t ab le a n d a s s u r e d d e m a n d in a n e c o n o m y 
like o u r s , w h e r e a s the o t h e r c rops a r e m o r e v u l n e r a b l e to f luctua-
tior\s in m a r k e t forces a n d h e n c e pr ice instabi l i ty . M o r e o v e r , 
d ivers i f ica t ion of a g r i c u l t u r e can not b e a l l o w e d to go b e y o n d a 
p o i n t a t t h e e x p e n s e of self-sufficiency in foodgra ins . A s imi lar 
cau t ion is n e e d e d in m a k i n g a g r i c u l t u r e m o r e expor t o r i en ted . 
Expo r t s s h o u l d b e e n c o u r a g e d m o r e in v a l u e - a d d e d a n d p r o ­
cessed form r a t h e r t h a n in r a w form, b e c a u s e p r i m a r y c o m m o d i t y 
p r ices i n t h e w o r l d m a r k e t s a r e u r \ s tab le a n d a l so u n r e m u n e r a t i v e 
as t e r m s of t r a d e t e n d to g o aga in s t t h e m in such m a r k e t s . A 
g rea te r e n c o u r a g e m e n t to food p roces s ing i n d u s t r y w o u l d contr i -
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b u t e to g rea t e r e c o n o m i c v iab i l i ty a n d stabi l i ty , in a d d i t i o n to 
c rea t ing n o n - f a r m job o p p o r t u n i t i e s . 

O n e of the r i sks of t h e g r e e n r e v o l u t i o n b a s e d o n H Y V s is t h e loss 
of d ivers i ty of o u r c r o p var ie t ies . G e n e b a n k s m a y n o t a l w a y s g i v e 
the expec ted resu l t s a n d a r e e x p o s e d to the h a z a r d of s u d d e n loss. 
W e h a v e also to e x p l o r e t h e possibi l i t ies of in s i tu c o n s e r v a t i o n of 
genes b y e n s u r i n g tha t a t least s o m e a r e a s c o n t i n u e to b e u n d e r 
different t r ad i t i ona l var ie t ies u n d e r exper t s u p e r v i s i o n . O t h e r w i s e , 
w e m a y b e forec los ing fu tu re o p p o r t u n i t i e s of e v o l v i n g n e w 
var ie t ies . It is e q u a l l y neces sa ry to p ro tec t f a rmers ' r igh t s to g r o w 
their o w n seed if t hey so w i s h . It has been the d e m a n d of f a rmer s 
a n d severa l v o l u n t a r y agenc ies to e n s u r e tha t n o p r o d u c t p a t e n t s 
be a l l owed in the n a m e of p ro t ec t ing inte l lectual p r o p e r t y rights, 
pa r t i cu la r ly p a t e n t s in the case of life fo rms , p l a n t spec ies a n d 
seeds . T h e r e is a c o n s i d e r a b l e just i f icat ion in these d e m a n d s . 

Policy dec i s ions a r e n o t a l w a y s t aken o n the bas i s of w h a t is right 
a n d w r o n g , b u t t h r o u g h in te rac t ion b e t w e e n in teres t g r o u p s . 
Unfo r tuna te ly in the case of s u s t a i n a b l e d e v e l o p m e n t , t he fu tu re 
gene ra t ions a r e no t h e r e t o d a y to p l e a d their case o r to fight for 
the i r rights. But , t h e r e a r e p e o p l e ' s m o v e m e n t s w h i c h h a v e t a k e n 
u p this c a u s e b e c a u s e the ill effects of unsus ta j i \ ab le d e v e l o p m e n t 
a r e often faced b y the p r e s e n t g e n e r a t i o n itself. Sus t a inab l e 
d e v e l o p m e n t c a n n o t b e a c h i e v e d b y m e r e l y v»^ishing for it, o r b y 
p a y i n g Up s y m p a t h y , b u t i n c o r p o r a t i n g it in pol icy m a k i n g a n d 
a l so in i m p l e m e n t a t i o n . 

F o r m u l a t i n g ag r i cu l t u r a l po l icy a n d h a n d l i n g it is a c o m p l e x task, 
s ince severa l in teres t g r o u p s a n d m a n y int r icate i s sues a r e 
i nvo lved . T o p o s e the ava i l ab le a l t e rna t ives in t e rms of s ing le 
choices like (a) low o u t p u t p r ices c o m b i n e d w i t h low i n p u t pr ices 
involv ing subs id ies , vis-a-vis (b) h igh o u t p u t pr ices c o m b i n e d w i th 
h igh inpu t pr ices w i t h n o subs id i e s , w o u l d not d o jus t ice to the 
complexi t ies i n v o l v e d . T h e r e cou ld be fur ther a l t e rna t ives of 
subs id ies for s o m e vis-a-vis for aU. T h e r e a re c o n s i d e r a t i o n s of 
equi ty , efficiency a n d e n v i r o n m e n t a l s o u n d n e s s . W e h a v e m a d e a 
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modest attempt to bring out the complexities as far as possible and 
yet aim at directions in which chances for a generally satisfactory 
solution are good, if not optimal in every respect. Achieving 
novelty in our proposals was not our aim; it was rather to find 
what could ensure a certain amount of justice to all sections, 
ensuring both growth and fairness. We hope that what is proposed 
above is equally workable. 
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