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ABSTRACT 
 

       The agricultural development had to rely heavily on government finance since the inception of first 
Five Year plan (FYP) period. However, there has been declining share to agriculture from the public finance 
clue to planned achievements in agriculture, industrialisation and economic reforms. This trend may have 
deleterious effect on the performance of agricultural sector. An attempt is made in this paper to 
assess the impact of agricultural government expenditure on agricultural output growth using time-series data 
over the 1951-52 to 1988-89 period. The adverse effect of expenditure instability on agricultural growth is 
also analysed. The results indicate that the government expenditure policies are of vital importance for the 
growth of agricultural sector and any reduction in agricultural government expenditure adversely affects 
agricultural sector performance. It was also found that instability in agricultural government expenditure is 
inversely related to the growth of the sector. 
 
  I. INTRODUCTION 
 

       Agricultural sector is an instrumental factor for the development of the economy in 
India, as it sustains the livelihood of 75.0 per cent of the population (Khanna, 1990) 
and nearly constitutes 30.0-40.0 per cent in Total GDP. The growth of the sector was 
aimed at prime importance since the inception of first five year plan. Consequently, 
there has been substantial Growth in agricultural sector and die achievements are 
practically significant that the output expansion has been made possible with the increase 
in productivity of land through promotion of new technology, altering thee prices of farm 
inputs and outputs and changing institutions in which farm input and output markets 
operate. 
However, in the farm sector, more than 60.0 per cent of production potential is  
unrealised and 23.0 per cent of the total culturable land remains uncultivated (Singh, 
1990). According to the latest estimates, India's irrigation potential is 178 million 
hectares, which is 1.84 times the total cultivated area of China. Inspire of large 
population, on a per capita basis, India has a larger area under gratin cultivation as well 
as under in•igation. According to World Watch Institute, the per capita grain area in the 
world is 0.13 ha compared to the Indian average of 0.15 ha; the per capita irrigated 
land in the world is only 0.045 ha against the Indian average of 0.088 ha. In the world 
as a whole, the percentage of arable to total land area is only 11.0 and in India it is 
51.5. 
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III. INVESTMENT PATTERN IN AGRICULTURE AND PERFORMANCE OF 

AGRICULTURAL SECTOR 
 

        India being primarily an agricultural economy, desired emphasis has been given to the sector over 
a period of time. However, there could be reduction in government expenditure on agriculture 
consequent of industrialisation and implementation of structural adjustment policies like devaluation 
of exchange rate, cut in imports, more reliance on the private sectors and curtailment in public 
investment. Total expenditure, agricultural government expenditure and percentage share of 
agricultural government expenditure in total expenditure are 
summarised in Table 1. 
 
       The maximum share of agricultural government expenditure to total expenditure (30.60%) 
was noticed in the first FYP period (1951-52 to 1955-56) and die minimum share (13.40%) was 
observed in seventh FYP period (1985-86 to 1989-90). From the Second FYP period to 
sixth FYP period, the share was nearly stable and it approximately stood at 20 per cent. Khanna 
(1990) reported that in agriculture sector the percentage reduction in the allocation of funds has been 
from 36.9 per cent to 22.1 per cent. With respect to agriculture and allied services the reduction in 
the allocation of funds has been 14.8 per cent to 5.9 per cent during various plan periods. 
 
        It is evident from the Table that during die first FYP period more emphasis was given to 
agriculture because one third of expenditure was expended on agriculture. From second FYP period 
onwards, emphasis was laid on industrial sector due to planned achievement in agriculture starting 
from first FYP period. 
 
        Since the advent of first Five Year plan (1951-52 to 1955-56), agricultural production increased 
from 53 million tonnes to 174 million tonnes in 1989-90 and it is expected to increase 240 million 
tonnes in 2000 AD. In the export front, al-11iculture has made sizeable progress due to the sectoral 
policies of the government. It is found that agricultural exports would more than double to $5 
billion in 1997 (end of Eighth plan period) from the present level of $2 billion. The growth of 
agricultural sector in terms of production and productivity of agricultural crops was assessed by 
estimating the compound growth rate. The estimates are presented in Table 2. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 



 



 



 



 



 



 



 



 


