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ABSTRACT:

Quite often in many countries during economic reforms much importance is given for industrialization rather than streamlining the agro economy.  The results shows that the imbalance of economy much throwing light on industrialization.  This is because an industry cannot build in a short span i.e. reasonably it account for couple of year and to build an industry.  During that time an agriculture industry can produce four times more than the industrial production.  For example Indian economy which is withstand with good fiscal structure during the transitional economy of last one-decade.  The transitional economy started in India in 1990-91 onwards.  The significance of transitional economy will be studied comparing with industries and other sectors.  The evaluation will be made how the Indian economy contributes towards fiscal balance and its impact on general economy.

A comparison is also made with other countries under transition and observations compared with success and failures.  The success story of agro economy like India to be considered for redesigning the agro economy in a constructive manner.

The different models designed to suit to the countries previous economy.

The detailed pre and post transitional economy of India will be compared with different parameters and  the significance will be addressed for best suitable redesigning. 
INTRODUCTION :

Although agriculture is the backbone of India, but at the same time, the popular belief that India had never been an industrial country is incorrect.  Indian Industries also enjoyed a worldwide reputation since ancient time. A wave of industrialization came into the country’s economy in pre and posts independence period, which dismantling the agro economy of India and ultimately disturb the economic balance of the country.  Being the largest industry in the country, agriculture is a source of livelihood for over 70% of population in the country, and despite the concerted industrialization in last four-decades, agriculture occupies a place of pride. Agriculture is most vital sector of economy because:

1.  Contribute 32% of the national income i.e. 1/3rd of national income only by agricultural sector. (Refer to Table 1)

2. Provide massive employment opportunity to working population

3. Agriculture is much important for industrial development (as it is supplier of raw material to many industries)

4. Playing important role in international trade by exporting, tea, sugar; oil seed, tobacco, spices etc

5. Agriculture is the main support for India’s transport system, since railways and roadways secure bulk of their business from movement of agriculture goods. The failure of agriculture front that has led to failure of economic planning.

Table 1 : Sectoral Distribution in GDP ( at 1980-81 Price)

	Sector
	1951-52

to

1955-56
	1956-57

to

1960-61
	1961-62

to

1965-66
	1966-67

to

1970-71


	1971-72

to

1975-76
	1976-77

to

1980-81
	1981-82

to

1985-86
	1985-86

to

1989-90

	Agriculture
	54.91
	51.86
	46.61
	43.76
	42.04
	38.75
	36.48
	32.82

	Mining
	1.15
	1.18
	1.39
	1.45
	1.38
	1.46
	1.69
	1.76

	Manufacturing
	11.86
	1.347
	15.77
	16.17
	16.95
	18.02
	18.85
	20.00

	Elct., gas & water
	0.38
	0.53
	0.79
	1.11
	1.33
	1.62
	1.84
	2.14


The significance of agriculture is India arises also from the fact that the development in agriculture is a pre-requisite for the development of the national economy. In other wards, general economic development will require agriculture development either to proceed, or to go hand in hand with it, so there is a necessity of redesigning the agro-economic structure in a constructive manner under transitional economy.

METHODOLOGY :     For  Redesigning  a  constructive agro-economy structure, a study of  Indian economy  had been conducted under the following heads:

1)  Impact of British activities on agro economy  and Indian economy   (prior to 1950)

 
A detailed study had been conducted on the Indian economy during British period and inference will be made about the impact of British activities on the agro economy and Indian economy.

2) Impact of different five year development  plan during the 4 decade (1950-51 to 1990-91) of  pre transitional economy  - 

Data had been collected for first to 7th five year plan regarding the capital outlay for different sectors, specially agriculture, growth rate, etc and achievement was studied.  The cause of success and failure of development plan was studied on the basis of analysis of data.

3)   Impact of green revolution on agro- economy of India  -

       The four decade period between post independence and pre transition period (1950-51 to 1990-91) is divided into two period i.e.,     ( a)    pre green revolution period (1950-65)  (b)   post green revolution period (1968-91)

A detailed study was conducted on the impact of green revolution on agro-economy of India by analyzing the improvement in food grain production, agricultural technology, vegetable and oil seed production, use of agricultural inputs like fertilizer, pesticides and  HYV seeds etc.

4) Impact of decade reforms on agro- economy in transitional economy  (1990-91 to 2000)

In 1991-91, India was suffering from BOP crises and inflation rate was high.  Economic reforms was introduced in 1990-91.  A detailed study was conducted on impact of these reforms on agro-economy in transitional economy.

5) Redesigning of Agro-economy – 

On the basis of  the detailed study of  Indian economy including agro-economy in different period a redesigning of agro-economy structure was suggested in constructive manner.

RESULTS :

(1) Impact of British activities on agro- economy  and Indian economy   (prior to 1950) 

The Indian economy in the pre British period consisted of isolated and self-sustaining village on one hand, and town which were the seats of administration, commerce and handicraft on other hand. The British conquest led to the disintegration of the village community partly by the introduction of new land revenue system and partly by the process of commercialization of agriculture. This commercialization of  Indian agriculture produced very adverse economic consequences on  Indian economy.  These influence retarded the process of industrialization of India economy, created  “built in depressor” in agriculture and were responsible for the occurrence of famines in India.   In 1947, when the British transferred power to India, we inherited a crippled economy with a stagnate agriculture and peasantry steeped in poverty.  

2) Impact of different five year development  plan during the 4 decade (1950-51 to 1990-91) pre transitional economy

In 1947, the planners of India had their own difficulties.  India needed industry as well as agriculture for development of Indian economy. At the initiation of first plan (1951-56)  India had also to correct the inequlibrium in the economy caused by the second world war and the partition of the country.  During first plan the emphasis was given to the agriculture to attain the self-sufficiency in food and agriculture target set in the first plan had been achieved.

In the second plan, the emphasis was given on industrial development.  Mahatma Gandhi’s fears about the effect of large - scale industrialization have unfortunately proved correct.  The performance of second plan is not satisfactory due to ignorance of agriculture sector. The experience of first two plans suggested that agriculture should be assigned top priority.  The third plan accordingly gave top priority to agriculture, but it also laid adequate emphasis on the development of basic industries also.

The sixth plan was launched at a time when the Indian economy was passing through a difficult period - the severe drought of 1979-80 and high rate of inflation. The sixth plan was successful in achieving the original target growth rate of 5.2%.  This rate could be achieved mainly because of good agricultural performance (3.8% growth rate) and rapid rate of growth in the service sector (5.5% growth rate). The industrial sector performed poorly during sixth plan and actual rate of growth in this sector was about half of what was originally targeted.

In the 7th Plan   (1985 - 90) per capita NNP grew on an average, at the rate of 3.5% per annum. The growth rate  of agricultural sector was 5.6% and agriculture achieved the growth rate of 3.0% .  During 7th plan the target of industrial production was fulfilled.  There was shortfall in wheat and pulse production and overall target of food production  (175 million) could not be achieved due to shortfall in the fulfillment of targets of irrigation and target of 70 million hectares, to be covered under HYV is not achieved.  During  7th plan, slow down of agriculture was the principle cause of slowdown in overall growth.  Unless the strategy of development is changed and revitalization of agriculture is given prime importance, the fulfillment of the plan target will not be achieved.

The good impact of these five year planning was observed on the Indian economy.

1) India’s macro economic performance has been only moderating good in terms of GDP growth rate.  Population has increased by more than 2% annum, the growth in per capita income on an annual average basis has been somewhat less than 2% annum.

2) Savings as a proportion of GDP have risen from 10.4% in 1950-51 to 24.3% in the 1991-92. The following table shows the growth of GDP and savings.

Table 2 : GDP GROWTH ,  AND  RATES  OF SAVINGS IN INDIAN ECONOMY (1951-1990)  `

	Period
	Growth in GDP at factor cost
	Saving of all sector

	1950-51 to 1955-56
	3.61
	10.28

	1956-57 to 1960-61
	4.27
	11.73

	1961-62 to 1965-66
	2.84
	13.21

	1966-67 to 1970-71
	4.66
	14.35

	1971-72 to 1975-76
	3.08
	17.27

	1976-77 to 1980 81
	3.24
	21.65

	1981-82 to 1985-85
	5.06
	19.36

	1985-86 to 1989-90
	5.81
	20.37


3) The per capita consumption has increased at a very modest rate of 1.4-% inspite of increase in population at more than 2% annum..

The following table shows the change in per capita consumption of different food commodities.

         
Table 3 : Per Capita Availability Food Items

            Food Items                                 1950-51                                        1990-91

           Fish                           -                     1.5 Kg                    -                       4.9 Kg

          Vegetables                 -                  10.3 Kg                    -                     24.7 Kg

           Milk                           -                  46.8 Kg                    -                     66.5 Kg

           Tea                             -                   214 Kg                    -                      612  Kg

           Coffee                       -                    61 gm                     -                       65   gm

           Cereals                      -                    33 gm                     -                       471 gm

           Edible Oil                  -                  3.11Kg                    -                         6.4 Kg

4) The following table shows the changes of social indicator, which indicate the economic development of the Indian economy during 4 decade of pre transitional economy.


   Table 4 :
Social Indicator

               Social indicator                          1950 - 51                            1990 - 91

              Birth rate                 -                 39.9 / 1000                         29.9 / 1000  

              Death rate                 -                 27.4 / 1000                           9.6 / 1000

              Life expectancy       -                  32 Years                                58 Years

Therefore studies of different development plan shows the significant result in improvement of economic and social indicator. There is an increase in per capita income, savings and per capita consumption of different food items. Result also shows in improvement in social indicator like decrease in birth rate, death rate, infant mortality and increase in life expectancy etc. All these are outcome of agricultural progress due to increase in agricultural production and productivity, which resulted in increase in per capita food availability to our vast population. Therefore agro-economy is playing a vital role in improvement of macro economic and social indicator, which is a prerequisite for health of national economy.   

3) Impact of green revolution on agro-economy of India    - 

 
As mentioned earlier, the period of 4 decade (1950-51  to  1990-91) divided into ;  (a)  pre green  revolution period  (1950-65) and (b)  post green revolution period    (1968-91) The results on studies on impact of green revolution on agro-economy shows that during pre green revolution period annual growth rate in area under crops was quite impressive ( All crop-1.6%, foodgrain-1.4% and non foodgrain- 2.5% Refer to table 4 ).The food grain production has increased at an impressive annual growth rate of 3.2 %. The output growth rate of non food grain was also impressive  ( 3.5% per year ) This impressive growth in agricultural production was due to area growth rate and partly due to yield growth ( Refer to table 6 and 7 ). During post green revolution period ( 1968-91 ) the annual growth rate in agricultural production was quite low , which is by table 7. During this period, the spectacular growth rate was recorded by wheat ( 3.2%) and potato (3.0%) per year

Table 5 : Growth In Area Of Principal Crop Since Independence 

	Crops
	In million hectare
	Annual growth rate

	
	1949-50
	1964-65
	1990-91
	1949-50

to

1964-65
	1967-68

to

1990-91

	All food
	99
	118
	128
	1.4
	0.2

	Rice
	30
	36
	43
	1.3
	0.6

	Wheat
	10
	13
	24
	2.7
	2.0

	Coarse cereals
	39
	44
	37
	0.9
	-1.0

	Pulse
	20
	24
	24
	1.9
	0.3

	All non food grain of which
	23
	33
	39
	2.5
	0.4

	Oilseed 
	10
	15
	24
	2.6
	0.3

	Sugarcane 
	1.5
	2.6
	3.7
	2.5
	-0.4

	Cotton
	4.9
	8.4
	7.4
	3.3
	1.5

	Potato
	0.2
	0.4
	0.9
	4.4
	3.6

	All crop
	122
	151
	167
	1.6
	0.3


Table 6 : Growth in Yield of Principal Crops Since Independece

	Crops
	In million hectare
	Annual growth rate

	
	1949-50
	1964-65
	1990-91
	1949-50

to

1964-65
	1967-68

to

1990-91

	All food
	5.5
	7.6
	13.8
	1.4
	2.1

	Rice
	7.1
	10.8
	17.5
	2.1
	2.2

	Wheat
	6.6
	9.1
	22.7
	1.3
	3.3

	Coarse cereals
	4.3
	5.1
	10.0
	1.3
	1.3

	Pulse
	4.0
	5.2
	5.8
	0.2
	0.5

	All non food grain of which
	-
	-
	-
	0.9
	1.6

	Oilseed 
	5.2
	5.6
	7.7
	0.1
	1.6

	Sugarcane 
	34
	47
	65
	1.0
	1.2

	Cotton
	75
	122
	224
	2.0
	2.4

	Potato
	66
	84
	-
	1.6
	3.0

	All crop
	-
	-
	
	1.3
	1.9


Table 7 : Growth in Production of Principal Crops Since Independence 

	Crops
	In million hectare
	Annual growth rate

	
	1949-50
	1964-65
	1990-91
	1949-50

to

1964-65
	1967-68

to

1990-91

	All food
	55
	89
	176
	3.2
	2.9

	Rice
	24
	39
	75
	3.5
	2.6

	Wheat
	6
	12
	55
	4.0
	5.3

	Coarse cereals
	17
	25
	32
	2.2
	0.4

	Pulse
	8
	-
	14
	1.4
	0.7

	All non food grain of which
	-
	9
	-
	3.5
	2.6

	Oilseed 
	5
	122
	18
	3.3
	2.1

	Sugarcane 
	50
	6
	240
	4.3
	2.9

	Cotton
	3
	4
	10
	4.6
	1.8

	Potato
	2
	-
	15
	4.3
	6.7

	All crop
	-
	
	-
	3.1
	2.6


3) Impact of decade reforms on agro-economy of India :

i) In 1991, the economic crises reached its peak, because foreign currency reserved had decline to almost 1 billion, inflation soared to annual rate of 17%.

ii) As a result  of reforms, the large scale capital outflow  was  stopped, and capital inflow substantially increased, so there is improvement in  BOP  and restoring international confidence in the Indian economy.  Economy soon absorbed the shock of the stabilization measure and bounced back to an average growth rate of 5.7% during the first four year of reforms (1992-96).    

iii) Economic reforms helped to restore economic growth to 4% in 1992-93, brought - down the rate of inflation to 7% restored the level of foreign currency reserve to 6.4 billion and stimulated a strong recovery in export towards the end of the financial year.

iv) After recording a decline in 1991-92 agricultural GDP has increased steadily at an average growth rate of 4% per annum during the first four years, despite a slight  reversal in 1995-96.

v) In 1992-93, the  growth rate from agricultural and allied sector was higher (6.1%)  than growth from industry (4.2%).  But in 1992-94, the trend was changed and growth from industrial sector was higher (6.8%) than growth  agricultural sector (3.0%).  In 1995-96, the growth from agricultural and allied sector was 3.0%, while growth, while growth from industrial sector was highest (12.5%).  The sharp decline in food grain production by 3.4% was responsible for the slow growth in 1995-96.

vi) Again in 1996-97, the growth of agricultural sector was higher (7.9%) than the industrial sector (6.4%).  This high growth rate in agricultural  sector was because of  steep increase in production of wheat (10%),  coarse cereals (10%), pulses (10%), oilseed (12%) and cotton (9%).

Therefore, even though there has been substantial growth in agriculture production, there have been continuous fluctuation in the crop output from year to year.  The average growth rate during  1992-97 from agricultural sector is much lower than the industrial sector.

Given the structure of Indian economy, the growth in the national income has largely been determined by the hands in the agricultural production.  The reason is that agricultural is the largest component of GDP and has overall impact on other sector via input linkage, employment and incomes.

REDESIGNING OF AGROECONOMY :           

1) India is a country with different geographical region under tropical conditions with diversified culture and multi linguistic population with different food habits.  Under these conditions, having rich natural resources the agricultural policies to be emphasized in respond to the improvement of agro-economy.  This is evident that out of transition agro-economy alone contributed its economy for growth of GDP.  Under these circumstances the redesigning will be recommended as an intensive approach.

The intensive approach means a breakthrough of Indian agricultural in the shortest possible time by using minimum requirement in a sustainable manner.  Intensive approach divided into two modes.

   1) The government policies and departmental exercise.

   2)  Privatisation and non - governmental approach.

Under the government approach it is to be recommended to provide of proper input at reasonable prices, and price structure of output with appropriate market system.  Under the privatization and non - governmental approach it is recommended the best practices on the  farm and off  the farm ( market and consumer utilization.)

The designing system will be with sustainable management rather than bureaucratic and diplomacy.  It is necessary involvement of educated farmers with self-drive and without selfishness during the framing of the agricultural policies in this intensive approach or intensive agriculture.

Although during transition, the importance was not drawn in line of agro-economy but still existed and contributed the growth of national level comparatively equivalent to the other economy like Industrial economy, service economy etc.

Therefore if agro-economy graft for proper designing with transitional economy, India would have reached as a highest country in the contribution to the food production.  Therefore the solution under these circumstances recommended on intensive agriculture or intensive approach on agriculture.  It is a lesson from India showing how agro-economy contributed towards the national economy under transitional period.  The same may be applicable for the other developing countries, which are under transition. The failure of the countries like Mexico, Indonesia etc are due to non picturizing the agro-economy on one reason and the other reason is that the agricultural sector is considered equal to the industrial sector wherein with different deficiency of inputs.  This results to imbalance the economy under transition of those countries. 

Different models of REDESIGINIG OF AGRO-ECONOMY :

1)  Intensive approach or intensive agriculture approach.

2) Geographic bifurcated farming system.

3)  Agriculture risk management system.

4)  Micro economy / Rural economy approach.

1)  Intensive approach already explained as above to be advocated in a country like India with democratic nature and tropical conditions. Other countries considerable and advocated are e.g., Bangladesh,  Srilanka,  Pakistan , Malawi etc.

2) Geographic bifurcated farming system biased with geographic conditions. Other countries considered e.g., Philippines, Costa  Rica etc. 

3) Agricultural risk management :  Advocates the risk involving agricultural and allied sectors. Other countries are  e.g., Mexico, sub  Saharan  Zambia, Nigeria etc.

4) Micro economy / Rural economy base agriculture consisting with rural employment and rural development.  It is best possible for developing nation like Africa, Asia and gulf regions.

CONCLUSION :

Many developing countries are under transition with an emphasis of industrial base, because they are under the impression that industries alone can contribute the growth rate of economy.  But this is not correct by looking to the Indian economy under transition.  Indian economy consist with largest rural economy / micro economy under going through the agricultural sector.  Learning this lesson, the different governments, under transition of different nation particularly developing countries should look to agro-economy with major emphasis by redesigning the structure of economy.  By using the above models of redesigning the transitional economy can be bent to improve the economy and to balance the economy with agro-economy.  Therefore the gap of fiscal balance can be maintained without collapsing the economic structure.
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