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Agriculture is the backbone of the country’s economy. It is the process of producing food, feed, fiber
and other desired products by the cultivation of certain plants and the raising of domesticated animals
(livestock). The practice of agriculture is also known as farming, while scientists, inventors and
others devoted to improving farming methods and implements are also said to be engaged in agriculture
as their primary economic activity than in any other, yet it only accounts for four per cent of the
world’s GDP. India especially the situation spells doom as 65 to 70 per cent of the working population
still remains in the agricultural sector. Most of the farmers are indebted and they are unable to realize
good price in the market. They depend heavily on government support prices to sell their produce.
This paper is an attempt to underline the necessity for bringing out a structural change in the farm
sector of India and to highlight the need for better coordination between both public and private
sector to create adequate capital formation.

Agriculture contributes a sizeable share not only to the country’s Domestic Product but also a major
chunk of working population is engaged in agriculture. The first among the UN Millennium
Development goals is the reduction of hunger and poverty by half by 2015. Today, hunger and
deprivation affect about 260 million people in the country. India is the home for 40 per cent of the
world’s underweight children. 75% suffers from Vitamin A deficiency. Under-nutrition in women
of reproductive age recruited with30 per cent of new born babies weight less than 2.5 Kg at birth
leading to multi handicaps in later life including cognitive ability. No wonder India ranks 126 out of
177 countries in the UNDP Human Development Index [Swaminathan M.S., 2008].

Challenges in Farm Sector

Agriculture is life blood of our country. The livelihood and economic wellbeing of the majority
of our population depend on how agriculture fares. The key to their prosperity and the prosperity
of the entire nation depends critically on transforming and rejuvenating Indian agriculture. It
is often said that India lives in two different worlds separated. We are today both a
developed and a developing nation at the same time. Extremely advanced forms of
agriculture and industry coexist with other forms from a bygone era. Bridging this
gap is the ultimate challenge of the 21st century.

Agriculture is the process of producing food, feed, fiber and other desired products
by the cultivation of certain plants and the raising of domesticated animals (livestock).
The practice of agriculture is also known as farming, while scientists, inventors and
others devoted to improving farming methods and implements are also said to be
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engaged in agriculture as their primary economic activity than in any other, yet it only
accounts for four per cent of the world’s GDP.

In 2004, a National Commission was set up with terms of reference drawn from
the UPA’S Common Minimum Programme. In its work, NCF- National Commission
on Farmers, adopted the approach, ”before advising farmers, listen to them,”since
they know both the problems and solutions better than others. Because of the serious
situation in the area of nutrition security, one of the terms of reference to NCF was
“work out a comprehensive medium-term strategy for food and nutrition security in
the country in order to move towards the goal of universal food security over time”.
As Gandhi said, if India is to be strong, our villages must be healthy and prosperous.
India should strengthen our developmental focus on agriculture and rural areas.

Agricultural policy focuses on the goals and methods of agricultural production.
At the policy level, common goals of agriculture include:

• Food safety: Ensuring that the food supply is free of contamination.

• Food security: Ensuring that the food supply meets the population’s needs.

• Food quality: Ensuring that the food supply is of a consistent and known quality.

In the last couple of decades, in India and some parts of the world, a number of
agricultural related environmental concerns and hence of sustainability of agricultural
growth is focused more recently. These are raised especially in the context of growth
induced by adoption of green revolution technologies, mainly intensification of
agriculture. [Sarkar, 2002).

This paper is an attempt to underline the necessity for bringing out a structural
change in the farm sector of India and to highlight the need for better coordination
between both public and private sector to create adequate capital formation.

Current Scenario in Farm sector

Although, agriculture supports the livelihood of nearly two- thirds of our population,
an atmosphere of gloom prevails on our farm front as the contribution of agriculture
to our G.D.P has now gone down below 20 per cent About 63 per cent of the net area
sown is rain fed and around 37 per cent is irrigated. Unlike many other countries, our
country has considerable pressure on its agriculture for food supply as also for
providing employment.

The most important structural problem is the diminishing share of agriculture in
GDP and the continued dependence of a majority of the work force on agriculture.
The result is that per worker. Productivity in agriculture has dropped into one-fifth
that in non agriculture [D. Narasimha Reddy and Srijit Mishra 2008].

Agricultural growth in Pre-Independence era (1891to1946), when nearly 75 per
cent of population was engaged in this profession, food grains production was almost
in stagnation as could be seen from a low agriculture growth rate of 0.37 per cent for
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the non food commercial crops and 0.11 per cent for the food grain crops. During this
period the growth-rate of per cent hectare productivity was 0.18 per cent for the food
grains and +0.86 per cent for the non food commercial crops. But three decades before
independence, fortunately, the annual growth rate of industries as well as agriculture
have been recorded to be 4.5 and 3.0 per cent respectively.

In the post-Independence era (especially after the economic liberalization
agriculture-growth rates have been observed to be 6.4 and 2.8 per cent respectively.
During this period also, the annual growth rate of agriculture has been seen to be even
less than half of the G.D.P growth rate. During the X Plan (2002-2007) period, it was
targeted to achieve a modest 4 per cent growth rate. The G.D.P. growth rate recorded
on an average during the Tenth plan periods Eighth, Ninth and the Tenth plan periods
have been 6.0, 6.7, 5.5, and 7.0 per cent respectively. This does indicate that there is no
apparent association or correlation between the G.D.P and the agri-growth rate
observed. But both have almost zigzagged with the favorable and unfavorable monsoon
spells in the country over the years.

India Development Report contains a set of contributions by eminent scholars on
the issues associated with sustaining high growth, achieving macro economic stability,
quality and adequacy of higher education, employment, agrarian crises, making growth
inclusive and the implications of globalization.

Government and Farm Development

There are number of introduced by the government of India following are some of the
schemes:

• Swarnjayanti Gram Swarozgar Yojana

• Pradhan Mantri Gram Sadak Yojana

• Rural Housing

• Credit-cum-Subsidy Scheme for Rural Housing

• Jawahar Gram Samridhi Yojana

• Wastelands Development

• Project Golden Thread

Swarnjayanti Gram Swarozgar Yojana

The effect of large percentage of the poor on the country’s development is obvious.
The situation needs to be redressed quickly. It is in this context that the self employment
programmes acquire significance. (SGSY) is the single self–employment programme
for the rural poor. Launched on April 1, 1999 the programme replaces the earlier self-
employment and allied programmes IRDP,TRYSEM, DWCRA, SITRA, GKY and MWS,
which are no longer in operation. It offers account all the strengths and weaknesses of
the earlier self-employment programmes. SGSY aims at establishing a large number
of micro–enterprises in the rural areas, building Goat Farming by Rural Women.
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Pradhan Mantri Gram Sadak Yojana

Rural Road Connectivity is not only a key component of Rural Development in India,
it is rural Road. It was announced by the Prime Minister of India on 15th August, 2000.
The objective of the Govt. is to provide road connectivity, through good all weather
roads, to all Rural Habitations with a popular of more than 500 per cents by the year
2002 to 07 (end of the 10th Five Year Plan ) The primary focus of the programme will be
on construction of new roads. The rural roads to be taken up will, by and large, be
surfaced roads (black topped/cement concrete). However, depending upon the soil
conditions, all weather roads may also be gravel roads, but with all necessary cross
drainage structures.

Employment Assurance Scheme

Employment Assurance Scheme (EAS) was launched on 2nd October, 1993. At present,
the scheme is being implemented in all the rural blocks of the country, the programme
has been restricted from 1st April 1999. The main aim is to provide gainful employment
during the lean agricultural season in manual work to all angle bodied adults in rural
areas who are in need and desirous of work, but can not find it. The work may be
either on other allied operations or on the normal plan/no-plan works during such a
period. The secondary objective is the creation of community, social and economic
assets for sustained employment and development.

Rural Housing

Housing is vital for human survival and therefore essential for socio-economic
development .As part of the efforts to meet the housing needs of Jawahar Rozgar Yojana.
From 1st January, 1996 it is being implemented as an independent scheme. The objective
Indira Awas Yojana is primarily to help construction of dwelling units and up gradation
of existing unserviceable kutcha houses of members of SC/ST, rural poor below poverty
line by providing them with grant-in aid.

Credit- Cum Subsidy Scheme for Rural Housing

The Credit-Cum-Subsidy Scheme for Rural Housing has been conceived for rural
Credit-Cum Subsidy Scheme for Rural Housing. Bigger size households having annual
income up to Rs. 32, 000. To enable facilitate construction of houses for all who have
some repayment capacity.

Jawahar Gram Samridhi Yojana

Jawhar Gram Samridhi Yojana (JGSY) is the restructed, streamlined and comprehensive
Rural Cultivation. It has been launched on 1st April, 1999. It has been designed to
improve the quality of life of the rural poor by providing them additional gainful
employment. The primary objectives of JGSY is the creation of demand–driven village
infrastructure including durable assets to enable the rural poor to increase the
opportunities for sustained employment for the unemployed poor in the rural areas.
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Wastelands Development

The Wasteland Development Division of Department of land Resources, Ministry of
Rural Development is implementing a wide range scheme for checking land
degradation, increasing bio-mass availability, specially fuel wood and fodder and
putting such wastelands into sustainable use.

Project Golden Thread

The Project Golden is conceived as a rural development project through sericulture
activity. This special project aims to increase livelihood of the poor through
improvement of non-mulberry silk namely Eri (Endi) & Muga. These silks are found
only in the North East India. The project is implemented by Department of panchayat
& Rural Development, Assam in collaboration with Central Silk Board and Department
of Handloom Sericulture, Assam. The project is under the special SGSY of the Ministry
of Rural Development, Govt. India.

A Structural Change in Farm Sector

There are challenging issues to be settled to develop the farm sector in India. According
to P. K. Joshi Ashok Gulasi (2004) Diversification of agriculture in favour of more
competitive and high value commodities is reckoned and important strategy to
overcome many of these emerging challenges. If carried out appropriately,
diversification can be used as a tool to augment farm income, generate employment,
alleviate poverty and conserve precious soil and water resources.

The food consumption patterns are now fast changing towards the high value
agricultural products(like fruits, vegetables, livestock, dairy-products, edible-oils, meat,
fish etc). An estimate of NSSO [National Sample Survey Organization] now indicates
that on the one hand, the per-capita consumption of food grains (cereals has somewhat
declined from 192 to 152 kilograms between 1977 to 1999 in rural areas, on the offer
hand, the consumption of fruits has increased by 553 per cent; of vegetables by 167 per
cent; of milk and milk products by 105 per cent and of eggs, meat and fish consumption
by 85 per cent. The challenges of poor agro-processing, post harvest technologies and
value addition of these farm products have to be overcome, primarily because this
could be the major engine for generating more income and employment opportunities
in our farm sector; in the years to come. This structured change is to be carried out first
with proper planning.

 The livestock sub sector is particularly important because its development would
facilitate many marginal farmers they form 60 per cent of operational holdings crossing
the threshold of economic viability. Fortunately, since the 1980s,this sub sector has
recorded a much faster growth than the agricultural sector as a whole. The share of the
livestock sub sector in the total value of output of the agricultural sector went on rising
consistently to reach 25 per cent in the 1990s. This process of diversification has already
been entrenched and likely to gather further momentum because of the more promising
prospects of demand for live stock vis-a vis crop products.
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Small-scale agro-based industries may offer more employment generating
opportunities. Historically, developing countries have promoted value added
processing of primary products as a path to rural industrialization. The recent
committee on capital formation in agriculture has emphasized the need for capital
formation for agriculture, in contrast to our conventional approach of capital formation
in agriculture. To quote from the committee’s report: “As agriculture is getting
diversified there is a need to not only augment but also restructure the pattern of
investment in agriculture. Historically the public sector has taken a lead in directing
the growth and pattern of investment. Immediate steps should be taken to improve
capital formation for agriculture in both public and private sectors. Otherwise, it may
be difficult to sustain agricultural growth and rural purchasing power. The new strategy
of agriculture from traditional crop cultivation to horticulture, etc., would require
investment in cold storage, rural roads, communication, marketing network and
facilities, and warehouses, etc. Simultaneously, efforts should be made to revitalize
agriculture through the introduction of biotechnology and other innovations. This
would require a substantial increase in investment in research and development for
agriculture. Only such a brooder approach can facilitate the achievement of the twin
objectives of development, namely, accelerating growth of agricultural GDP and
promoting equity through reduction in poverty.’’

National Common Minimum Programme–NCMP, announced in 2004, reflects this
restoration. “Empowering the people, especially the poor, with universal access to
education and health, and facilitating their full participation in the growth process
through gainful employment will enhance their welfare. It will reinforce the growth
process itself. This win-win strategy is the keystone of the economic policy framework
of the Government.”

In the National Development Council held on 29 May 2007, the Prime Minister has
drawn attention to the following urgent needs.

• Overcoming the technology fatigue which seems to have developed in major
farming systems that we can continue to improve productivity and profitability
of small farmers on an environmentally and economically sustainable basis.

• Bridging the large yield gap prevailing today in most cropping systems.

• Organization of a food security Mission which will help to enhance the
availability of wheat, rice, pulses and oil seeds, so check and there is adequate
supply of these essential commodities to the common man.

The above are urgent tasks and can be achieved only through bringing about
synergy between technology, services, public polices and farmers, enthusiasm. Agri-
business revolution, a major initiative was announced by Dr. Manmohan Singh in
1992, his budget speech in February. “Special attention needs to be paid to supporting
innovative ideas for generating income and employment in rural through support to
various types of agribusiness. As an experimental measure, Government proposes to
set up a Small Farmers agribusiness consortium [SFAC] as an autonomous corporate
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entity funded by the Reserve Bank of India, NABARD and IDBI. The consortium will
include representation form Development Boards dealing with individual crops and
public sector Corporations dealing with agriculture and agro-industries, private sector
companies, banks, scientific organizations and farmers’ associations. The consortium
will function on the principles of economic efficiency, environmental soundness and
social equity. We must begin a new chapter in our agricultural history where farm
enterprises yield not only more food; but more productive jobs and higher income in
rural areas”.

The need to protect farmers from agriculture variability has been a continuing
concern of agriculture policy. According to the National Agriculture Policy (NAP)
2000, “Despite technological and economic advancements, the condition of farmers
continues to be unstable due to natural calamities and price fluctuations”.

• Illiteracy, general socio-economic backwardness, reforms and inadequate or
inefficient finance and marketing services for farm produce.

• The average size of land holdings is very small (less than 20000m²) and are
subject to fragmentation, due to land ceiling acts and in some cases, family
disputes. Such small holdings are often over-manned, resulting in disguised
unemployment and low productivity labour.

• Adoption of modern agricultural practices and use of technology is inadequate,
hampered by ignorance of such practices high costs and impracticality in the
case of small land holdings.

• Irrigation facilities are inadequate, as revealed by the fact that only 53.6% of
the land was irrigated in 2000-01, which result in farmers still being dependent
on rainfall, specifically the Monsoon season. A good monsoon results in a robust
growth for the economy as a whole, while a poor monsoon leads to a sluggish
growth. Farm credit is regulated by NABARD, which is the statutory apex
agent for rural development in the subcontinent.

In the last few decades several farmers have committed suicide especially in the
states of Andhra Pradesh, Maharashtra, Karnataka, and Kerala. Combating this has
become a major challenge for these governments. Some of the deaths include
indebtedness of small and marginal farmers and repeated crop failures. To overcome
such problems of uncertain and irregular income for farmers, the only strategy that
may fight against the existing condition of poverty will be a change in the policy of
capital formation in agriculture.

An important policy gain of recent years is the turnaround in public investment in
later years of the Tenth Plan, reversing years of decline. Overall capital formation in
the sector is now 12% of agricultural GDP, which is the highest in 25 years. This must
have contributed to the recent upturn in growth. Incremental Capital Output Ratio
has risen from about 2.5 to around 4. Unless efficiency of investment is restored,
investment would need to increase much further, to about 16% of agricultural GDP, to
achieve the 4% agricultural growth target.
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  From the above table, the correlation co efficient is calculated as below:
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As an outcome of the analysis it is found that. Capital formation in agriculture
from the public & private sectors is positive. And since Co efficient of correlation is
minimum between the variables R’ (public sector) and R² (private sector) the capital
formation in public sector and private sector are not found similar. It implies that
there are differences in the rate of capital formation from public and private sector.

 The major finding from the analysis emphasizes the need for Co-ordination and
proper link between public and private sector especially in the formation of capital
from farm sector. There are a few urgent require that are listed below to improve the
terms and conditions of public& private sector in developing the farm productivity.
No doubt, only with increased farm productivity there will be regular income for
farmers which in turn will lead to better capital formation.

 Following are the recommendations placed after the analysis;

 • Formulation of Location Specific Farming System-LSFS is the need of the hour.

• Agricultural productivity is to be increased inorder to enhance farmer with
regular income. This will become possible through effective use of improved
technology.

• All Inclusive Growth Policy for farm sector will solve the problem from one
dimension. (For growth . . . . . attended to)

 Investment in Agriculture (Rs. in Crore at 1999-2000 price)
Gross Capital formation (GCF)in Agriculture % of
(GCF) in Agriculture  GDP from Agriculture

Year GDP from Public R’ Private R² Total Public Private Total
Agriculture sector sector sector sector

1980-81 to 84-85  239678 12007 8 13132 1 25139 5.0 5.5 10.5
1985-86 to 89-90  274034 9601 7 143702 2 23971 3.5 5.2 8.7
1990-91 to 94-95  325957 7915 3 19348 3 27263 2.4 5.9 8.4
1995-96 to 99-2000  383330 7724 2 22631 4 30354 2.0 5.9 7.9
2000-2001  407176 7155 1 31872 5 39027 1.8 7.8 9.6
2001-2002  433475 8746 5 39468 9 48215 2.0 9.1 11.1
2002-2003  398206 7962 4 38861 8 46823 2.0 9.8 11.8
2003-2004  441360 9376 6 35457 6 44833 2.1 8.0 10.2
2004-2005  441183 12273 9 36835 7 49108 2.8 8.3 11.1
2005-2006  468013 15006 10 39899 10 54905 3.2 8.5 11.7
2006-2007  485939 17749 11 43013 11 11 3.7 8.9 12.5
Source: National Accounts Statistics 2008 (New Series), Central Statistical Organization, Ministry of Statistics

and programme Implementation, New Delhi



Structural Change is the Remedy to Develop Farm Sector of India 231

• Farm women groups-FWG will be formed in all villages to attend the needs of
farm women.

• Number of home–based industries on agricultural products by private sector
should be established in villages with adequate support and encouragement
from the government.

• Medium, small scale and cottage industries are also to be established with full
Co-ordination of private and public sector.

Indian Farm Sector is not supported by the government at par with the developed
nations. The developed nations are heavily protecting optimum level and command
the world markets and prices with quality and quantity. At the same time the
developing countries are discriming the agricultural sector against the domestic
industry. Therefore, let the government of India try to have a structural change
especially its farm women by creating a favourable climate to work for better GDP
from farm sector. The only remedy is formulation of such policy level changes to bring
both public and private sectors together in villages.
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