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stabilization program, Third, provision should be made for increasing per-
capita consumption., In the view of the Johnson mission, India's soil, water,
climatic, and manpower resources permit achievement of this target, and

such a program would be economically sound,

It is, of course, impossible to foresee the Woptimum" level of
foodgrains production seven years hence. Not only are.we unable to predict
the level of per-capita national income and the propensity to consume
foodgrains, but the experts are far from in agreement on the future course
of the Indian population. A recent study indicated that population in India
would be most likely to increase between 1956 and 1966 at about 2.1 per cent
Yearly assuming no change in the fertility rate from the estimated 1951
level,l/ This is a much lower rate of growth than the prognostication used
by the Johnson mission, whose report appears to take an exceptionally gloomy
view of India's population problem. However, it does appear that population
will increase more rapidly than it has in the recent past., Official estimates
show population rising at about 1.3 per cent yearly between 1951, the date
of the last census, and 1958. Coale and Hoover estimated the annual increase
at about 1.5 per cent between 1951 and 1956, and their projection shows an
average annual growth rate of about 2.0 per cent for the period 1956-61,

Implications of present tendencies

The need for increasing foodgrains production at a faster rate
than has prevailed in the past goes beyond the simple need to keep up with
population growth. To show why this is so, it is necessary first to observe
somg developments that have already taken place in the Indian economy.

The net real product of sectors other than agricultureg/ rose, over
the preceding year, by l.l per cent in fiscal 1949-50 and 1.1 per cent in
fiscal 1950-51, Between 1950-51 (the last year before the First Plan) and
1957-58, the real output of the non-agricultural sectors rose steadily at an
averag yearly rate of L.03 per cent as measured by a trend fitted to the
data¢—7 Production of foodgrains did not keep pace with the output of the
non~agricultural sectors. The trend over the period between 1Z 9-50 and
1958-59 shows an anmual rate of increase of only 2,99 per cent? ; despite

1/ Ansley J. Coale and Edgar M. Hoover, Population Growth and Economiec
Development in Low-Income Countries: A Case Study of Indiatls Prospects.

There are no separate figures for foodgrains alone, hence none for
sectors other than foodgrains as such, But this makes no material differencs,
since foodgrains comprise such a high percentage of total agricultural output,

;/ There are no national accounts statistics for 1958-59, or for years
prior to 19L8=L9,.

L/ Data for years prior to 1949-50 are incomplete., For 1958-59 the
figure employed is the estimate of 73 million tons.
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the fact that the trend was somewhat artificially raised by virtue of two
very bad years in 1950-51 and 1951-52, Moreover, between 1953-5L and
1958559, there was scarcely any net increase whatsoever. While the slower
grﬁwﬁh,ofsiytput since 1953-5l has been partly the result of weather
conditions~ , it also reflects a slackening in the expansion of the acreage
under foodgrains and may also stem from a slowdown in the rate of increase
of other forms of investment in the production of these crops.

& continuation of these tendencies, which have already helped to
bring on one emergency, could lead the economy into a state of gravest
difficulty. There is a nearly unitary income elasticity of demand for
foodgrains, so that an increase in the income of the non-agricultural sectors
will produce an almost proportionate increase in the demand for foodgrains,
If foodgrain supplies do not rise almost as fast as output in the non-
agricultural sector, production levels will not accord with the pattern of
demand and foodgrain prices will rise. Although the detrimental effect of
this imbalance on the general welfare would be offset (though perhaps not
fully) by the rise in national income, the rise in the price of foodgrains
would still cause suffering among some elements of the population, Not all
persons would have seen their incomes rise by enough to offset the effect on
their level of living of the higher cost of foodgrains, and some of these
millions would still be living on the edge of starvation. After a build-up
of this sectoral imbalance over a period of several years, an extremely
bad crop year--still a typical characteristic of the Indian economy--would
compound its effects by concentrating a back-log of distress at one point in
time., Finally, unless India‘’s distribution facilities are greatly improved,
generally short supplies and high prices would be more heavily centered in
some areas than in others.

A situation similar to this has already arisen. After a period of
years in which foodgrain output tended to lag behind the growth of the rest
of the economy, and foodgrain prices tended to rise in relation to other prices,
production of foodgrains fell precipitously from 68.7 million tons in 1956-57
to 62,0 million tons in 1957-58. Imports were increased but not enough to
make up the difference and prevent prices from rising sharply. Higher prices
and short supplies led to outbreaks of disorder. At the present time, despite
the increase in output to an estimated 73 million tons in 1958-59, prices of
foodgrains are still higher; relative to other prices, than has been the case
in recent years, If India does not increase foodgrains production faster
than in the past; the absolute gap between demand and domestic production
will widen further. A future drop in foodgrains production of similar
proportions to the one in 1957-58 could set off more explosive repercussions,

1/ Weather conditions were exceptionally favorable in 1953-5k.
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The resources necessary for increasing the rate of growth of output
of foodgrains can be raised at the expense either of other consumer goods or
of investment in other sectors. Holding back investment in these other sectors
would mean a slowdown in the rate of growth of the output of those sectors,
But unless India is willing to make greater sacrifices at the consumption level,
this second alternative will have to be adopted.

The above argument has ignored the possibility of satisfying an
increasing percentage of foodgrains requirements through imports, To what
extent it may be advantageous in future years to exchange Indian goods for
foreign foodgrains is impossible to foretell, but it will depend on the ability
of the Indians to increase exports of manufactured goods or non-food agricultural
commodities. Sufficient export earnings might be obtained if India were willing
to make a major effort to develop foreign markets. However, by her own
admission India has not been "export-minded", and the record shows that she
has so far had little success in increasing foreign sales, the volume of
exports in 1958 being only 9 per cent above the 1949 level. Industrial develop~-
ment has so far been inward-looking, and India has been building up a cost
level that will make exports increasingly difficult. At the present time, it
seems more prudent to count on meeting the increasing demand for foodgrains
directly from domestic resources,

A Program to meet the crisis

The action program drawn up by the Johnson mission pertains to the
use of physical resocurces and to economic and administrative arrangements.
In the first of these areas, the most important pronouncement is that only a
combination of improved practices will significantly increase crop yields,
More and better irrigation, drainage, fertilizers, improved seeds, pesticides,
farm machinery and implements--none of these by itself will be more than
slightly effective, but each will yield high returns if utilized along with
the others., The various specific recommendations are far too numerous even
to summarize here. In the view of the experts, the following stand out above
the others for immediate attention and action: (1) more extensive irrigation
and drainage facilities, better water management, and concentration on small-
scale irrigation projects that can be quickly completed and thereby yield
early returns; {2) more consumption of fertilizers than called for in the
Second Plan, with no restrictions on fertilizer imports; (3) direction of
effort to those crops and areas which have the greatest increase potentialities;
(L) elimination of cattle that neither work nor give milk (probably one third
to one half of the estimated 155 million cattle population).

In the field of economic and administrative arrangements, the
proposals include the followings (1) a public works program employing
millions of unemployed or underemployed landless villagers on projects that
require little capital equipment (bunding and terracing, land levelling,
surface drainage, irrigation wells and tanks, etc.); (2) assurance of
stability of land tenure--in the words of the report, "land ceilings and
other land reforms should be settled as quickly as possible, and stay settled
for the Third Plan"; (3) consolidation and uneconomically small land holdings;
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(L) establishment of credit and marketing cooperatives to remedy the present
situation wherein 85 per cent of rural credit is extended by moneylenders
who charge exorbitant rates of interest, and cultivators sell their
marketable surplus to traders at depressed prices; (5) stabilization of
foodgrains prices, to encourage peasants to invest in their farms,

Comparison of these recommendations with the present agricultural
programs shows that the current effort must be stepped up, or current policies
redirected, not just here and thers but all along the line., It is anticipated
that the Second Plan will increase the irrigated acreage by only 20 per cent
over the five-year period. In the future irrigation potential must be
created at a faster rate if anything like the Johnson mission target is to
be met., Most of the irrigation outlays under the Second Plan are going for
large-scale projects, often integrated into multipurpose works, which take far
longer to complete than the so-called minor irrigation schemes, Planning
Commission reports indicate that not even the Second Plan fertilizer ,
consumption target will be met, because fertilizer imports will continue to
be restricted on the grounds of a lack of foreign exchange. A re-examination
of foreign exchange policy is thus called for. The Second Plan goes only a
very small way towards providing cultivators with cooperative credit. There
is almost no provision for bringing about consolidation of uneconomically
small holdings, and no program for tackling the problem of surplus cattle,
The Plan endorses the principle, and indicates implementation, of a policy of
ceilings on land holdings; the Johnson mission reports that uncertginties
on this score are holding down private investment in agriculture.l/ There is
no inclusion of a massive; highly labor-intensive program for improving
agricultural land by utilizing the rural unemployed.

In short, the Johnson mission has offered a comprehensive program
for the solution of a problem that is already acute and which seems likely
to become more acute unless remedial action is taken soon. All of the
elements in the mission's suggested program seem sound with one exception,
and that is the recommendation of a price stabilization program. This
question will be discussed in a subsequent paper.

1/ The Congress Party has also recently reiterated its intention to
impose such ceilings.

NOT FOR PURTICATTON -





