FOR ECOPINION OF 23RD April 2001—by   SLRAO

AGRICULTURE AND THE BUDGET

The Budget has not received much detailed attention this year. The stock market collapse, the revelations of large scale manipulations, the roles of the regulators, the tehelka  revelations, the exposure of large scale corruption at the top in customs and excise, and the subsequent political developments, have kept public attention away from the Budget.

The Budget Speech of the Finance Minister appeared to recognize the need for urgent actions. Many were announced.  Will they kick-start the growth that has eluded agriculture through the 1990’s?

The average annual growth rate of agriculture and allied products in the decade of the 1980’s was 3.9%; from 1992-93 to 1999-00 it was 3.6%. In the same periods, crop agriculture grew respectively by 3.4% and 2.2%, food grains by 2.9% and 2.0% and rice by 3.7 and 2.2%. Wheat maintained the same growth, coarse grains showed negative growth in the 1990’s, while pulses and non-food grains declined sharply.

An important reason is that total crop area has reached its limits, and diversion to food grains from coarse cereals for example, has slowed . Oilseeds production trends also have been very unsatisfactory, and imports went up as duties were reduced, showing that many oilseed producers at the margin should have used their land for growing  some other crops.. We have seen through the 1990’s that government investment in agriculture has been poor, being sacrificed at the altar of reducing government deficits since high and rising current expenditures (on subsidies, staff, defence) could not be reduced. Rural roads, rural storage, irrigation, were some of the neglected investments. Rural credit also remained short, despite overall increase.

The expenditure budget for 2001 proposes to increase Plan and Non-Plan expenditures on agriculture and cooperation by Rs 869 crores, an increase of  29%. The increases are concentrated on seeds, agricultural economics and statistics, and primarily on supplementing state government efforts, NABARD for watershed development, and animal husbandry including dairying. Despite not spending the grant of Rs 2500 crores last year for rural roads, a fresh provision for a like amount is made this year.

Some long-overdue policy announcements that will need legislative changes, were also made, like amending the Essential Commodities Act to abolish zonal restrictions on movement of agricultural commodities. But no attempt to deal with the infamous and inefficient monopoly cotton purchase scheme in Maharashtra or the irrational controls on sugar and rice milling, were made. Reservation for small-scale units of processing of certain oilseeds, resulting in their uncompetitiveness, remains untouched. Freeing limits and restrictions on exports of food grains and other crops like cotton could help improve prices, but has not been mentioned. Nor has there been any attempt to bring back the distinction, which was abandoned many years ago between minimum support prices and procurement prices. No quantitative limits have been placed on procurement, nor a policy stated for estimating procurement prices, which have risen almost every year. The result has been the glut in food grains stocks, despite poor production growth. Prices of food grains distributed to vulnerable sections of society have therefore also been rising. 

What is objectionable in this budget is the sharp increase in the customs duties on tea, coffee, coconut oil, desiccated coconut, palm oil for vanaspati, soybean, sunflower and groundnut oils. The consumers of these products will pay much higher prices than they would otherwise have done.  Encouragement has been given to farmers and plantations to continue with inefficient production. There are alternative crops that some of them should be growing. The protection mentality of Indian industry has now moved to agriculture as well, with dire consequences for efficient cropping patterns and consumer prices.

If the FM was to be graded on this part of his Budget, he should at best get 4 out of 10. There is no vision for agriculture and no holistic policy. A set of measures has been put together, many times with little money to back them. Many necessary changes have not even been recognized. Where there is recognition of the need for changes, as with fertilizer subsidies or the relatively ineffective, very expensive and wasteful public distribution system, no concrete proposals for change have been made.

This Budget is not going to kick-start agricultural production growth. Agriculture will continue to drag down overall GDP growth, and by restricting demand growth in rural India, further affect adversely the growth of demand for manufactured goods as well as for services. The sad thing is that all political parties are content to leave matters as they are. They are not worried about the long-term effects of this lack of a cohesive agricultural policy. Their concerns are immediate and short-term. 

