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Abstract 

This paper deals with the analysis of trends in investment in Indian agriculture, with specific 
emphasis on the period of economic reforms. Analysis of investment series has confirmed 
deceleration in public investment both at national and state level after the 1980s. The falling 
public investment in agriculture was mainly because of a large proportion of the resource flows 
to the agriculture sector going in to current expenditure on subsidies for fertilizers, irrigation, 
electricity, credit and other agricultural inputs, rather than investment. The reform process in 
India significantly weakened the structural support through declining public investment “in” 
agriculture as well as “for” agriculture. The expansion of rural credit was arrested and informal 
sector again trapped the poor farmers. Over the period of economic reform, agricultural growth 
rates slowed down significantly. The spate of farmers’ suicides reported from some states 
reflects the distress condition of agriculture after 1991. A reversal of neo-liberal policies in 
agriculture has become absolutely essential to revive the livelihood systems of rural households 
in India. 
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Introduction 
The economic reforms initiated in 1990-91 emphasized on “set the prices right” to boost the 
agriculture sector. The liberalization of the economy was anticipated to result in higher 
investment and growth in agriculture induced by favorable terms of trade. It was expected that 
the gains in terms of trade would increase investment in agriculture subsequent to the 
liberalization of non-agriculture sector would be more important than efficiency gains flowing 
from the liberalisation of agricultural trade and reduction of input subsidies. The expectations, 
however, did not materialize. Agricultural growth slackened and investment in agriculture, 
particularly on public account, declined. By the late nineties the hopefulness with respect to 
reforms leading to a higher investment, growth and employment in agriculture had started to 
weaken.  
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A great concern has been widely expressed by several economists that public investment in 
agriculture has declined in the recent years, particularly investment towards creation of 
irrigation potential and rural infrastructure (Dantwala,1986; Rath,1989; Misra and Chand,1995;. 
Shetty, 1990; Kumar,1992; Misra,1996; Alagh,1994;Gulati and Bathla,2001; Chand, 2000 and 
2001; Roy and Pal, 2002; Chadha, 2003; Rao and Gulati,2005). They stressed the importance of 
public investment in infrastructure consisting of transport, storage, energy, etc. for the 
development of the agriculture sector.  As such investment “for” agriculture is more relevant 
than investment “in” agriculture for the growth of agriculture sector.  
 
This paper deals with the analysis of trends in investment in Indian agriculture, with specific 
emphasis on the period of economic reforms and divided into four sections. First, the paper 
describes the trends in public and private investment in Indian agriculture at constant prices 
with its impact on agricultural GDP (Section 1). Secondly, it extends the discussion by looking at 
trends in investment by explanation with quadratic equations (Section 2). Thirdly, it delineates 
the state level analysis of the trends in public investment in agriculture. Lastly, concluding 
remarks are described in Section 4.  
 
Trends in Public and Private Investment in Indian Agriculture  
In the recent years an intense debate has been waging among agricultural economists of the 
country about the trends in investment and the relationship between public and private 
investment in agriculture in the light of the declining trend in public investment in agriculture 
observed since the mid-eighties. The debate is mainly centered on the complementarity 
between public and private investment in agriculture. Both public and private investment in 
Indian agriculture had shown a rising trend till the end of 1970s in India.   
 
This led many researchers to conclude that there is a strong complementarity between public 
and private investment in Indian agriculture (Shetty, 1990; Mallick, 1993; Dhawan and Yadav, 
1995; Gandhi, 1996). These researchers emphasized the ‘crowding in’ effect of public 
investment in agriculture in India. The opposite phenomena of a rising trend in private 
investment and a declining trend in public investment in agriculture observed since the 1980s 
has made the issue much debatable. Many scholars in recent years have challenged the 
operation of the ‘crowding in’ hypothesis of public investment in Indian agriculture (Mishra and 
Chand, 1995; Mishra and Hazell, 1996; Mishra, 1998).  
 
Public investment in agriculture has played a vital role in promoting growth of agricultural 
output because it includes expenditures directed to agricultural infrastructure, research and 
development and education and training etc.  It has been observed that since the beginning of 
1980s gross capital formation in agriculture in public sector started coming down gradually and 
continued falling till early 1990s while private investment followed this declining trend only up 
to 1986-87, but thereafter started rising and got accelerated from 1993-94 onwards. The 
declining trend in public investment in agriculture in the decade of 1980s as well as in 1990s 
was improved since 2000-01.  
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Table I-Gross Capital Formation in Public & Private Sector in Agriculture in Relation to                    
Gross Domestic Product in Agriculture (At 1993-94 prices) (Rs. Crore) 

 
[Source:  National Account Statistics 2000, 2001(Back Series 1950-51 to 1992 -93) 2004, 2005 
and 2007, 2013,C.S.O., Government of India]  
 
On the contrary; private investment kept moving upward showing dissimilar movement in the 
two series since 1981-82. Ratio of gross capital formation in private sector to gross domestic 
product in agriculture persistently increased also with some fluctuations, while ratio of gross 
capital formation in public sector to gross domestic product in agriculture continuously declined 

Years GDPag GCFagPU GCFagPvt. 
GCFagPU as 
%of GDPag 

GCFagPvt.as 
%of GDPag 

1980-81 159293 7301 6932 4.58 4.35 

1981-82 167723 7130 6949 4.25 4.14 

1982-83 166577 7092 7437 4.26 4.46 

1983-84 182498 7196 7529 3.94 4.13 

1984-85 185186 6921 8027 3.74 4.33 

1985-86 186570 6213 7919 3.33 4.24 

1986-87 185363 5864 7844 3.16 4.23 

1987-88 182899 6045 8204 3.31 4.49 

1988-89 211184 5699 9063 2.70 4.29 

1989-90 214315 4972 8452 2.32 3.94 

1990-91 223114 4992 11424 2.24 5.12 

1991-92 219660 4376 10589 1.99 4.82 

1992-93 232386 4539 11602 1.95 4.99 

1993-94 241967 4918 10331 2.03 4.27 

1994-95 254090 5397 11388 2.12 4.48 

1995-96 251892 4849 10841 1.93 4.30 

1996-97 276091 4668 11508 1.69 4.17 

1997-98 269383 3979 11963 1.48 4.44 

1998-99 286094 3870 11025 1.35 3.85 

1999-00 286983 4756 13083 1.66 4.56 

2000-01 286666 4435 12980 1.55 4.53 

2001-02 305263 5488 12250 1.80 4.01 

2002-03 283393 4760 13881 1.68 4.90 

2003-04 310611 5923 15261 1.91 4.91 

2004-05 310486 6051 19668 1.95 6.33 

2005-06 329168 6385 22424 1.94 6.81 

2006-07 334511 6122 21329 1.83 6.38 

2007-08 362255 6534 20115 1.80 5.55 

2008-09 390012 6298 23346 1.61 5.99 

2009-10 424418 6316 22455 1.48 5.29 



Journal of Management & Public Policy, Vol. 6, No. 1, December 2014 

24 

 

in the whole period. There has been an apparent shift in the relationship of public investment 
and private investment in Indian agriculture in1990s and early-2000s. (Table I). 
 

Chart. 1: Ratio of GCF and GFCF in Public & Private Sector in Agriculture to GDPag  
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Table II: Compound Annual Growth Rate (%) (At 1993-94 prices) 

Periods GDPag GCFagPU GCFagPvt. GFCFagPU GFCFagPvt. 

1980-81 to 1989-90 3.35 -4.18 2.23 -4.39 2.31 

1990-91 to 1999-00 2.84 -1.85 1.52 -0.25 2.22 

2000-01 to 2009-10 2.80 7.56 11.55 7.14 6.56 

1980-81 to 2009-10 2.95 -0.53 4.81 -0.61 4.56 

 
The annual compound growth rates of gross capital formation and gross fixed capital formation 
in public sector were negative during 1980s and 1990s. On the contrary, the annual compound 
growth rates of gross capital formation and gross fixed capital formation in private sector show 
a high rate of growth during the period 1980-81 to 2009-10 (Table II).  Private capital formation 
grew at a substantially higher rate and compensated the fall in the public sector capital 
formation. But the deceleration in rate of increase in private capital formation in agriculture 
during 1990s as compared to 1980s was quite notable, which provide a strong support to 
complementarity between capital formation in public and private sector in agriculture. The 
declining growth rate of GDP in agriculture during the period due to declining public investment 
was also the cause of serious concern. 
 
The falling public investment in agriculture during the 1980 was mainly because of a large 
proportion of the resource flows to the agriculture sector going in to current expenditure on 
subsidies for fertilizers, irrigation, electricity, credit and other agricultural inputs, rather than 
investment. The rising level of subsidies in agriculture and diversion of funds from irrigation to 
anti-poverty programmes were the real hindrances in the growth of public capital formation 
according to many scholars (Malliick, 1993, Rao, 1994, Gulati and Narayanan 2003). Hardening 
resources and increasing pressure on revenue expenditure in payments of salaries and interest 
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have crowded out capital expenditure in public account since 1980s. The deteriorating trend in 
central tax-GDP ratio started right from the mid-1980s was a major source of fiscal imbalances 
(Ahluwalia 2000; Rao, 2002). 
 
This fiscal crisis has negative impact on public investment of economy, particularly in 
agriculture sector. Public investment in agriculture began to decline in the 1980s, but initially 
the decline was offset by the fact that private investment in agriculture was increasing. Since 
the mid-1990s private investment in agriculture has stagnated while public investment has 
continued to decline. It is essential to reverse these trends, especially for public investment in 
irrigation and water resource management. It is also essential to increase public investment in 
rural roads and rural electrification. Success in these areas will stimulate private investment and 
contribute to a revival of growth momentum in agriculture. 
 
Growth Rate of Public and Private Investment in   Agriculture: Statistical Analysis  

 
Chart-2: Trends in GCF, Public and Private Investment in Agriculture at Constant Price 
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A look at the scatter plot of the data of gross capital formation in agriculture in public as well as 
in private sector and gross capital formation in agriculture suggests that the growth movement 
is non-linear. Thus, linear growth functions do not give a true picture of the trends in capital 
formation in agriculture. So in this section quadratic growth equation has been estimated to 
explain non-linear trends in growth of gross capital formation in agriculture, gross capital 
formation in agriculture in public sector and in private sector. Nonlinear regression is a method 
of finding a non-linear relationship between the dependent variable and a set of independent 
variables. The relationship is second-order polynomial. That is, Y is a function of both X, and of X 
squared (X*X), with the two terms having different weights (b1 and b2). This is also known as 
the quadratic function. 
 
The quadratic regression function can be depicted as below:  

Y = a + b1 (X) + b2 (X2) 
 
Accordingly, as X increases, Y increases up to some threshold. But beyond the critical point the 
relationship reverses itself. If "b1" was positive, and "b2" was negative, the curve would be 
"parabolic," but would have downward. That is, as X increases, Y increases for a time. After the 
threshold, however, increases in X result in decline in Y. If "b1" was negative, and "b2" was 
positive, the curve would also be "parabolic," but would open upward. That is, as X increases, Y 
declines for a time. Once X passes the threshold, however, increases in X result in increases in Y  
(Hannemen, 2003).  
 
The estimated quadratic regression functions are:  
                   GCFag = 14590.71 - 177.36 t + 20.68 t 2  
                  GCFpb =7936.49 - 337.72 t + 8.66 t 2  
                   GCFpvt = 6654.21 + 160.37 t + 12.02 t 2  
 
It was notable that the coefficient for the first term is negative and that the coefficient for the 
squared term is positive for all dependent variables.  Over time the level of GCFag and GCFpb 
decreases at first but then turns positive beyond the threshold. Now we can determine the 
threshold value. This is the point where the first derivative of the regression function is zero. 
For the 2nd order polynomial, this value is b1/-2(b2). The value of "threshold" or "turning 
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point" of the quadratic growth function was 4.29 for GCFag and 19.51 for GCFpb in agriculture.  
These threshold values indicate that upto 1983-84, the GCFag declined. Beyond that point the 
GCFag increases. GCFpb in agriculture declined upto 1998-99 and after that point it moved 
upwards. 
 
State-wise Trends in Public and Private Investment in Agriculture 
Capital formation at state level assumes dominant importance in the context of policy making 
and balanced regional development by economists. Public investment in agriculture is also the 
accountability of the States, but many States have neglected investment in infrastructure for 
agriculture. There are many rural infrastructure projects, which have started but are lying 
incomplete for want of resources. The overall public expenditure on agriculture is dependent 
on the resources available to the States, which has declined in all the states over a period of 
years. 
 
Public Investment: The trends in capital expenditure on agriculture and allied heads from 
public account in major states at constant prices (1993-94 Prices) are presented in Table III. The 
investment series at 1993-94 prices have been prepared by deflating the current price series by 
implicit price deflator used by the CSO for capital formation in agriculture sector. For the sake 
of clarity, the study have classified the entire period into five sub periods coinciding with the 
phases of agricultural development and declining public expenditure by states.  
 
The data series are grouped in five years and divided in six sub periods as:   

I- (1980-81 to 1984-85),  
II- (1985-86 to 1989-90),  
III- (1990-91 to 1994-95),  
IV- (1995-96 to 1999-2000),  
V- (2000-01 to 2004-05). 
VI- (2005-06 to 2009-10). 

 
Major state wise Capital expenditure on agriculture at constant prices (at 1993-94 prices) 
showed a different scenario. Government capital expenditure in Andhra Pradesh and 
Maharashtra has continuously increasing in all the sub periods while declining trend can be 
seen in Haryana, Himachal Pradesh, Orissa, Madhya Pradesh and Uttar Pradesh till the third 
period of 1990-91 to 1994-95. The decline was very sharp during II and III period for all states 
except Andhra Pradesh and Maharashtra. The decline continued during the IV period in Jammu 
& Kashmir.  
 
Average Capital expenditure on agriculture in Assam, Bihar and Uttar Pradesh remained nearly 
stagnated during III and IV periods. Capital expenditure dropped sharply during II period in 
southern and western states like Kerala, Karnataka, Tamil Nadu, Gujarat, and Rajasthan. In 
Punjab, annual investment declined continuously from I period excluding III periods. The 
investment pattern in Punjab seems to be highly affected by the rise of militancy movement in 
the state. Public investment in the state was severally curtailed during late 1980s and early 
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1990s with the rise of militancy, as more and more resources were diverted to control the 
militancy movement (Chand, 2000). 
 
Table III: Average Capital Expenditure on Agriculture and Allied Head  at Constant Prices, (1993-
94 prices) Rs. Crore/year 
 

States 
1980-81 to 

1984-85 
1985-86 to 

1989-90 
1990-91 to 

1994-95 
1995-96 to 
1999-2000 

2000-01to 
2004-05 

2005-06 to 
2009-10 

Andhra Pradesh  388 392 509 539 1206 1519 

Assam  119 147 105 106 241 344 

Bihar  395 491 273 298 624 765 

Gujarat  384 272 466 899 866 912 

Haryana  189 133 111 184 306 412 

Himachal Pradesh  46 35 21 32 45 31 

Jammu & Kashmir  176 215 105 98 193 143 

Karnataka  328 267 448 654 1031 887 

Kerala  152 106 131 162 135 122 

Madhya Pradesh  545 518 453 371 689 498 

Maharashtra  1233 1314 1330 1326 2156 2334 

Orissa  330 225 216 349 294 255 

Punjab  738 370 421 365 332 453 

Rajasthan  270 217 311 503 463 442 

Tamil Nadu  122 110 118 175 337 567 

Uttar Pradesh  764 624 532 544 880 812 

West Bengal  146 110 127 165 213 245 

All India  7033 5678 4845 4815 4474 4322 

Source: (calculated) from RBI, Various Issues 
 
Per Hectare Public Investment: Capital expenditure was computed on per hectare basis also to 
evaluate the relative position of different states by dividing total capital expenditure at 
constant prices (1993-94 prices) by net sown area of the states. Among major states capital 
expenditure on agriculture remained highest in Jammu and Kashmir in all the five periods. As 
this state have the benefit of special status in the country, it has been receiving special aid for 
various agricultural development schemes (Chand 2000).  
 
Variation in per hectare annual expenditure incurred on capital formation in agriculture by 
different states show not any consistent trend in per hectare capital expenditure for agriculture 
in most of the states. Punjab Gujarat and Maharashtra allocated highest resources to 
development for agriculture during different periods. Per hectare public capital invested in 
agriculture was lowest in Rajasthan during the entire period. Other states with low per hectare 
investment are Tamil Nadu, Rajasthan, Uttar Pradesh and West Bengal. 
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Table IV: State Level Capital Expenditure on Agriculture and Allied Heads as Ratio   of Net Sown 
Area at Constant Prices, Rs./Hectare Per Year 
 

States  
1980-81 to 
1984-85 

1985-86 to 
1989-90 

1990-91 to 
1994-95 

1995-96 to 
1999-2000 

2000-01 to 
 2004-05 

2005-06 
to 

2009-10 

Andhra Pradesh  351 365 482 513 1093 1341 

Assam  443 543 385 387 888 562 

Bihar  492 646 365 402 839 645 

Gujarat  400 287 492 931 910 898 

Haryana  524 377 317 511 848 567 

Himachal Pradesh  807 609 359 572 811 499 

Jammu & Kashmir  2427 2980 1435 1330 2577 2146 

Karnataka  317 252 421 631 1022 917 

Kerala  696 483 584 716 611 512 

Madhya Pradesh  286 270 244 246 462 505 

Maharashtra  678 726 740 743 1223 1567 

Orissa  538 363 342 574 486 455 

Punjab  1760 881 1003 869 780 876 

Rajasthan  174 150 189 304 292 349 

Tamil Nadu  215 197 205 316 653 525 

Uttar Pradesh  442 362 319 324 524 612 

West Bengal  267 206 233 303 391 285 

All India  498 407 340 339 317 301 

Source: (calculated) from RBI, Various Issues 
 
Share of Public Investment in NSDP Agriculture: The intensity of agricultural investment, 
measured as public investment in agriculture as percent of NSDPag showed a fluctuating 
pattern in all the states (Table V). In nine out of 17 major states in I period and seven out of 17 
major states, in II and III periods, the ratio of public investment as % of agricultural NSDP is 
lower than that for the country as a whole. A decline in the ratio during I to IV periods is 
observed for most of the states, particularly so in the case of Haryana and Punjab which is the 
matter of serious concern because they are the front runner states in terms of agricultural 
productivity. Thus there is a need for higher investment on public account to sustain the 
productivity level. 
 
Besides Maharashtra and Jammu and Kashmir, agricultural investments as percent of NSDPag in 
Gujarat on public account increased continuously during II period to V period. Assam and 
Andhra Pradesh invested less than 3.5 percent of agricultural NSDP for capital formation in 
agriculture during I to IV period. Haryana is agriculturally progressive state; its allocation of 
NSDP agriculture to farm investment remained lower than the national average in percent term 
during I to III periods. 
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West Bengal remained at the bottom throughout in respect of agricultural investment as 
percent of NSDPag. In Bihar, share of public investment in agricultural NSDP dropped from 
during III and IV periods. At all India level, 4.1 percent of net domestic product from agriculture 
sector was invested for capital formation in agriculture by public sector during the first five 
years of decade of 1980s. However, during the second half of 1980s public resources spent for 
agricultural infrastructure declined to 2.9 percent of net domestic product from agriculture and 
the decline continued during 1990s. 
 
Table V: Capital Expenditure on Agriculture and Allied Heads as Percent of NSDPag (at Constant 

Prices) (1993-94 prices) Rs./year 

 
Share of Public Investment in Total NSDP: The table reveals a depressing picture about public 
investment in agriculture sector by states. For the country as a whole, only about 0.5 percent of 
national income was ploughed back for capital formation in agriculture sector during II to V 
periods. Same trend can be seen from data series of state wise ratio of public capital 
expenditure in total NSDP. This share kept falling in all the states over time with some 
fluctuations. West Bengal yet again remained at the bottom throughout the periods in respect 
of agricultural investment as percent of NSDP total along with Tamil Nadu. Assam, Andhra 
Pradesh, Haryana, Himachal Pradesh, Kerala and Uttar Pradesh invested less than 1.0 percent 
of total NSDP for capital formation in agriculture during II to V periods.. Bihar spent second 
highest proportion of NSDP on agricultural investment.  
 

States 
1980-81 to 

1984-85 
1985-86 to 

1989-90 
1990-91 to 

1994-95 
1995-96 to 
1999-2000 

2000-01 
to  2004-05 

2005-06 to 
2009-10 

Andhra Pradesh 3.1 3.0 3.2 3.1 5.5 6.5 

Assam 3.0 3.4 2.1 2.0 3.7 3.4 

Bihar 4.0 4.3 2.5 2.8 5.2 4.2 

Gujarat 3.8 3.5 4.5 6.9 8.4 6.7 

Haryana 3.7 2.2 1.4 2.2 3.1 2.3 

Himachal Pradesh 5.2 3.3 1.7 2.6 3.2 4.1 

Jammu & Kashmir 12.7 15.1 6.0 4.4 7.6 8.3 

Karnataka 3.9 2.8 3.8 4.6 5.8 5.9 

Kerala 3.6 2.3 2.1 2.3 1.9 2.6 

Madhya Pradesh 6.4 5.3 3.8 2.5 4.5 5.1 

Maharashtra 11.1 10.7 7.8 6.5 10.6 7.9 

Orissa 6.0 3.5 3.8 5.8 4.9 4.2 

Punjab 9.6 3.7 3.4 2.7 2.1 2.3 

Rajasthan 3.6 2.8 2.8 3.6 3.4 3.7 

Tamil Nadu 1.7 1.3 1.0 1.3 2.0 2.9 

Uttar Pradesh 3.6 2.6 1.9 1.7 2.6 2.2 

West Bengal 1.8 1.0 0.9 0.9 1.1 1.2 

All India 4.1 2.9 2.1 1.8 1.5 1.9 
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Table VI: Capital Expenditure on Agriculture and Allied Heads as Percent 
of NSDP Total (At 1993-94 prices) 
 

 
Conclusion 
Analysis with investment series has confirmed deceleration in public investment both at 
national and state level. During early phase, the share of public and private sectors in total 
investment was almost equal, and there has been a steady rise in the share of private 
investment since mid-1980s. There are undeniable evidences of decline in investment in real 
terms after the eighties. Public investment in agriculture began to decline in the 1980s, but 
initially the decline was offset by the fact that private investment in agriculture was increasing. 
Since the mid-1990s private investment in agriculture has stagnated while public investment 
has continued to decline. After 2000-01, public and private investment in agriculture moved in 
upward direction and revealed increasing trends.  In state level analysis, declining trend of 
public investment in real terms across the board in most of the states since mid-1980s also has 
been reported. Share of GFCF in agricultural GDP was lower in 1990s than in 1980s. The falling 
public investment in agriculture during the 1980 was mainly because of a large proportion of 

States 
1980-81 to 

1984-85 
1985-86 to  

1989-90 
1990-91 to  

1994-95 
1995-96 to 

1999-00 
2000-01 

to 2004-05 

Andhra 
Pradesh  1.4 0.3 1.0 0.8 1.4 

Assam  1.2 0.2 0.8 0.7 1.4 

Bihar  2.5 0.5 1.3 1.2 2.0 

Gujarat  1.5 0.3 1.2 1.5 1.1 

Haryana  1.8 0.4 0.6 0.7 0.9 

Himachal 
Pradesh  1.8 0.4 0.5 0.6 0.6 

Jammu & 
Kashmir  4.4 0.9 2.0 1.5 2.4 

Karnataka  1.6 0.3 1.3 1.3 1.5 

Kerala  1.1 0.2 0.6 0.6 0.4 

Madhya 
Pradesh  2.6 0.5 1.4 0.9 1.4 

Maharashtra  2.6 0.5 1.4 1.0 1.4 

Orissa  3.0 0.6 1.4 1.9 1.3 

Punjab  4.7 0.9 1.6 1.1 0.9 

Rajasthan  1.6 0.3 1.0 1.2 0.9 

Tamil Nadu  0.4 0.1 0.2 0.3 0.4 

Uttar 
Pradesh  1.7 0.3 0.8 0.6 0.9 

West Bengal  0.5 0.1 0.3 0.3 0.2 

All India  1.6 0.3 0.6 0.5 0.5 
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the resource flows to the agriculture sector going in to current expenditure on subsidies for 
fertilizers, irrigation, electricity, credit and other agricultural inputs, rather than investment. 
Diversion of funds from irrigation to anti-poverty programmes and increasing pressure on 
revenue expenditure in payments of salaries and interest were the real hindrances in the 
growth of public capital formation according to many scholars. 
 
In Indian agriculture, which continues to provide livelihood for more than half of the 
population, pro developed countries’ policies after 1991 had acute adverse effects. The self-
sufficiency in food production after green revolution was built with government support; like 
price supports, credit assistance and marketing facilities, which led to the creation of a network 
of institutional support structures in rural areas. The reform process in India significantly 
weakened the structural support through declining public investment “in” agriculture as well as 
“for” agriculture. As part of fiscal reforms, major input subsidies were brought down relative to 
the size of the agricultural economy. Public capital formation in agriculture continued to fall, 
and the growth of public expenditure on research and extension slowed down. The expansion 
of rural credit was arrested and informal sector again trapped the poor farmers.  The new 
strategy of agriculture growth and diversification of agriculture from traditional crop cultivation 
to horticulture etc. would require more investments on cold storage, rural roads, 
communication, marketing network and facilities, warehouses etc. Simultaneously efforts 
should be made to revitalize agriculture through introduction of bio-technology and other 
innovations. This would require substantial increase in investment on research & development 
for agriculture.  
 
Over the period of economic reform, agricultural growth rates slowed down significantly. Most 
importantly, the rate of growth of food grain production slowed down, and fell behind the 
population growth rates for the first time after independence. The spate of farmers’ suicides 
reported from some states reflects the distress condition of agriculture after 1991. A reversal of 
neo-liberal policies in agriculture has become absolutely essential to revive the livelihood 
systems of rural households in India. 
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