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ABSTRACT 
       The paper analyses the performance of agriculture in Tamil Nadu using the exponential growth rates, level 
of protection and comparative advantage by estimating net protection coefficient, efficient protection 
coefficient, effective rate of protection and domestic resource cost. Productivity trends in Tamil Nadu have 
been positive irrespective of food and non-food crops. The potential loss in area of some crops was more than 
compensated by productivity. Rice and coton have comparative advantage justifying further protection. The 
factors of production for rice and cotton can be paid more than the present level under free trade and still 
remain competitive with imports. The protection coefficients and domestic resource cost showed that 
sugarcane and groundnut are highly protected and have comparative disadvantage domestically 
as compared to world trade. Given the premise that sugarcane in the state has productivity advantage in the 
country as a whole, what disturbs one is unit cost of production. The question is now to convert the 
comparative advantage into competitive advantage globally? The answer lies in diversification of sugar 
industry. Groundnut is the second largest crop in the state next to rice, which is being grown mainly in 
rainfed and low fertility soils. Tamil Nadu has comparative advantage in terms of productivity at 
national level. The strategy lies in reducing the unit cost of production and makes the crop economically 
viable. 
 

1. INTRODUCTION 
 
      Agriculture in India has undergone various changes due to frantic efforts taken b y 
the government. These changes brought out both individual and social gains (Haque, 1996) 
and mainly attributed to technical improvements (Alshi. 1983; Kumar, 1983; Mathur, 
1983; Ahluwalia, 1996) and protection extended to agriculture by way of subsidising the 
cost of farm credit and important agricultural inputs like fertilizers with better product 
prices (Gulati, 1987; Gupta 1989; Prakash, 1989). 
 
     A number of empirical studies (Balassa and Associates 1971; Bale and Lutz, 1981; 
Lutz and Scandizzo, 1980) have also shown cross sectional evidences that there is 
positive relationship between degree of agricultural protection and economic 
development. Betrand (1987) argues that the domestic market failures in developing 
countries lead to an inefficient 
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       It could be seen from the Table 1 that the area under cereal crops, except maize, registered 
negative growth. The area coverage tended to decline per annum by 0.54 per cent in rice, 0.83 
per cent in jowar, 2.08 per cent in bajra and 2.48 per cent in ragi, while the area under maize 
showed positive growth rate of 5.57 per cent during the same period. The area under pulses 
exhibited positive growth rate of 1.71 per cent, the highest growth rate being recorded by 
blackgram with 5.91 per cent followed by greengram and redgram with 2.83 per cent and 2.19 
per cent, respectively. Foodgrains as a whole showed negative growth rate of 0.71 per cent 
during the past four decades. The area under fruits and vegetables grew at a rate of 3.53 and 
3.21 per cent per annum, respectively. Among the non-food crops, the area under cotton 
showed a negative growth rate with 1.68 per cent. The area under groundnut and total oilseeds 
showed positive growth rate, though not significant. 
 
       Productivity trends have been positive irrespective of food and non-food crops. 
Among the cereals, the growth rate was maximum in rice with 2.34 per cent followed by 
bajra, ragi, maize and jowar with 2.19 per cent, 2.15 per cent, 1.36 per cent and 0.93 per cent, 
respectively. With respect to pulses, the overall growth rate in productivity was 1.78 per cent 
per annum. The reasons are obvious. Evolution of yield increasing technologies and their 
transfer to fields facilitated the increase in productivity of crops. 
 
       Production of all crops registered positive growth except ragi. Though there has been 
decline in area over years in the case of rice, jowar, bajra and cotton, the potential loss in area 
was more than compensated by productivity increase and as a result, the growth in production 
exhibited upward trend. However, in the case of ragi, on account of sharp of decline in 
acreage, the production tended to decrease at 0.38 per cent per annum inspite of the fact that 
there was moderate growth of 2.15 per cent per annum in terms of productivity. With regard to 
sugarcane, fruits, vegetables and oilseeds, both area and productivity increase contributed for 
positive production trend throughout. 
 
Level of Protection and Comparative Advantage in Agriculture 
 
       In the study, the coefficients were estimated using both the official exchange rate and the 
associated shadow exchange rate. The official exchange rate (OER) and shadow exchange 
rate (SER) for the years 1981-82 through 1992-93 are set out in Appendix I. Rice, cotton, 
sugarcane and groundnut, the major agricultural commodities of the state, were considered for 
the analysis. The wholesale prices of these commodities both in nominal and real terms are 
presented in Appendix II. The international prices of selected agricultural commodities at 
official and shadow exchange rates were measured both in nominal and real terms . 
 
       Net Protection Coefficient (NPC) : The world prices arrived from linear trend 
equation and econometric model at official and shadow exchange rates are presented in 
Appendix V. Deflated international prices of major agricultural commodities estimated from 
econometric equation both at official and shadow exchange rates are furnished in Appendix 
VI. Various 
 
 
 
 
 
 
 



24                       The Bangladesh Journal of Agricultural Economics 
 
measures of simulation errors (Appendix VII) implied that the econometric model 
outperformed in each case the linear time trend model. According to estimates, the absolute 
simulation error, measured by the root mean square simulation error (RMSE) or the mean 
absolute simulation error (MAE) was much lower for the econometric model than for the 
linear time trend model. The same holds true for the relative simulation error indicated by the 
mean absolute percentage error (MAPE). Theil's inequality coefficient compares the 
simulation errors of the respective model with a naive simulation on the basis of the previous 
year's value. It showed that the econometric model performed better than a naive simulation as 
compared to linear time trend mode. However, in order to examine as to whether the 
introduction of price uncertainity into the estimation of world prices raise nominal or net 
protection coefficient by a significant amount, net protection coefficients derived from three 
approaches are presented and discussed. 
 
      Rice : An examination of Table 2 indicated that overall rice has been disprotected in 
Tamil Nadu, although the situation improved in the mid eighties. The average net protection 
coefficient worked out to 0.90 in all the three approaches. World Bank (1997) obtained an 
average net protection coefficient of 0.67 for India for the period between 1980-81 and 198687. 
According to Bhatia (1994), domestic to world price ratio of rice was 0.43 for India during 
1992. In the present study, the NPCs were found equal or more than one both at official and 
shadow exchange rates during the period between 1985-86 and 1987-88. 
 
      Cotton: The average NPC (Table 2) ranged between 0.91 and 0.93 at official exchange rate 
and it was 0.89 at shadow exchange rate. The ratio implied that cotton was disprotected. Bhatia 
(1994) and World Bank (1991) found 0.66 for cotton during 1992 and an average of 0.80 between 
1980-81 and 1986-87 for India, respectively. The estimated coefficents indicated that cotton has 
been less protected in Tamil Nadu compared to other estimates. The level of disprotection was 
found high in early eighties, however the condition has improved during late 80s, the ratios being 
almost equal and more than one during the period between 1986-87 and 1989-90. 
 
      Sugarcane: The average net protection coefficient (Table 3) ranged between 2.43 and 
2.59 at official exchange rate and it ranged from 2.35 and 2.57 at shadow exchange rate. These 
coefficients implied that sugarcane has been highly protected in Tamil Nadu. This is in line 
with World Bank (1991) and Bhatia (1994). The ratio worked out to 1.55 and 1.28 for sugar for 
India according to World Bank (1991) and Bhatia (1994), respectively. It is clear from the 
fact that protection for sugar is explicit, both in terms of product and non product subsidies. The 
minimum support price announced by Tamil Nadu is always higher than the support price of 
India. Moreover, sugarcane is high fertilizer consuming crop, hence it was benefited from 
non product subsidies like fertilizer and irrigation etc. The highest productivity of 
sugarcane in Tamil Nadu is also an encouraging factor for high level of protection. 
 
 
 
 
 
 
 
 
 
 
 



 



 



 



 



 



 



 



 



 



 



 



 



 



 


