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IGS OF ”PE SEMINAR

/
rhe Phalrman opened the discussions with the remark

that agricultural ‘projections for the supply and demand ho

"based on the behaviour of tnevnroductwon unit, namely, the
farms, Therefore, delineation oi the State into type-of -

'»farﬁing-areas was a pre-requi 31te before any agp“°§ ation
was made.at the State or_natlénal'level. Similarly, the
input-output co-efficients also might change with a break-
through in technblowy from time to time; so also the changes
in the prjce eia°t3c1ty which were. uwed for de mand\projec—
tions. h

The Group felt that diséuésionslmay be,iniﬁiated on’
supply projections, it being a more difficult ares. The
merits of diff erent approacheq used in this analysi s, such
as yardstick approach, productlon potentlal approach,

'matcrlal balance approach, productlon fuﬂctlon anproach
and programmlng,approach,‘etc., may be assessed,

1

Yardstick approach had been used by the Mational Council

of Applied Economic, Research and‘several Government agencies,
It was a crude but simple methbd and was used even tqday \
Since bétter'information and refinements in terms of accurate
A'statistics of area, yield, input-output relationships for
each input as well as for .the paclage of inputs were now
available, there was an improvement  over the early guess
work of experienced persons, Intelllgent estimates based
on more adequate data and analytical methods were being
made, However"Many difficulties remained still unsolved,
because while the response of yield to f&CtOT input was
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different in different regions, such vardsticks for
different regions were not‘snrarafnlv available, The

-smaller the region the grcater the UPW;Ormj*V of res
The Group felt that more relevant composite coeff

~ should be devélopéd to get better estimates ‘of Supply,

response and projections,

A questlon was raised : given a type-of- fdrquf
area, was it poo51%1e to make a linear prowectlon in
view of'uncertainties of technology and yield variability
from one year to another? It was Suggesﬁéd'that yield
varlablllty could be taken care of by using three years’
moving average or by taking the standard deviation of
S yield. Emphasis was then laid on a modified form 6f the
Nerlovian model. Tt was contended that the farmers'
response depended not only on the expected prices but-
“also on the expected variability in prices, However,
was p01nted out that product on reSponQe depended not
only on price varlabnlltv but also on the nature of the
crop and ‘its substitutability in prnductlon,etc.
\ : ‘

Productioh function approach to suprly project1
was then‘discussed in estimating the growth and cha
in the rate of growth with the 't' as the base, However,
it was pointed out that there were problems of multicolli-
nearity to overcome, Regression models were bonside;ed
use in projections but their limitation was inflexib
due to structural changes’ cau51nc supply and dom&&x shift
It was poihted out that supply ‘projections requ1red
projections of jnputs separately. It was further added
that unless these’ DTO1GCt10nS were used for ﬂanlpul" ing
supply of 1npnts in terms of Government pollcy and:

planning, it had little meaning.

\
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The yardstick approach to supply and demand proisc-
tions at the macro level was discussed. The problem posed
was, what should be the nature of supply and demand for
agricultural opraducts in order to achieve\thé targét of

., 5 per cent rate of growth in agriculture and 5.5 percent
annual increase in National Tncome. Tncrease in the area
under cerealewould %e only marginal where cas a definite
shift in acreasc under pulses,and other commercial crops
was bound to come, as their income elast cities of demand
were-relativelykhiph lowever, the aqcunrtzons of ‘<oduc-
tion function 1nvolv1nc hlgb—ywelawnﬁ cercals all over the
country' constant prlce st?ucture and ﬁow_techﬁology in
‘non-cereal production,etc., needed further examination. -
In view of the uncertain and uneven level of technology
used, it was suggested that short-term projections would
be more meaningful thaﬁ'long-term'proiections. It was
suggested that g pro;ramm;nc model specifying the different
~possibilities and the constraints m;oht ke’ more useful than
the simplified model based on mere assumptions, It was felt
that a regression model wa54re1atively mer e succeésful'for
projections ofi demand and consumption as they did not change
rapidly and the time series data could be used for the ‘
same. But it was not so for supply projections as ingre-

,dients of technology were unpredictable,

The problem of aggregation for supply and demand
projections was also discussed. In this context, a dynamic
behavioural model was outlined. In this, the acreage ‘

frésponSe was takén as functlon of price expectat ions and
- their variability. It was st gee ested that the price .
4expectat10n¢ and uncert tainties of. competing crops may
also be 1ncorporated as variables in the model and
“analysis made with and without wnclud¢np the time
variable, ‘
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Linear programing iéchnique as used by the

- of Economics and Sociology, Punjab Agrwcthurul fniver
was also discussed as an alternative

supply at the macro level. It was suggested that pr
variable programmlng could bhe incorporated to take-
changlnr price situations. However, a question was rais
whether or not such models dealt with allocation prublCﬂ
only and not with the process of oevelopment. It was
pointed out that the allocation programme,took care of the
growth process also, as it has the capacity to provide
with alt@rnativé programmes under different resource
complexes to achieve the specwfwed developmpntaW goals,
The programme, could be designed as a "radar matrix® to
‘show the implications of change in resource ‘constraints
and input-output coefficients, as a resulp of changes in
technology, prices or other policy elements,

It was p01nted out that for preﬁwctjon in the
perlod ~regression model seemed to be adequate.
linear provrammlnn model seemed better for longer
because it could 1nhorporate qtrur'turaW changes,.

The use of rebursive programming for predictive
purposes was also outlined. The adVantagg of this
approach was that it fried’to project the decision making
process subject to the limits provided H flexibility
coefficients and capacity chstralnts. ' | '

The Group suggested thét to make further improvement
on estimates and'projection§,of supply, more relisble
data —time-series and croés-scctidnal — on inﬁuts and
outputs, types of farms and farrlnw areas, etc,, need
to be generated on systematic bhasis.

In the last session emphasis was laid on estimation

of potentials of production and of supply. In India,
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thoumb we are not concerned at pfesent.with the
of ov er=upp1y, our interest still lies in the area
potential production and supply. It would bhe heipful to
know what our goals are with respect %o supply, how far
WG4could'go what -should ba'fhe'poliéy mechanism to
achieve the de81red objective and what variables could
be manlpulated for the purpose. This bTOUgdt~thu Cronp
to the question of approaches to the estimation cf-
potentlal production and the choice of- ap,fopr1at@ szt

\

of tools for the purpose.

T was suggestéd that the whole country coulﬁ he
d1v1ded into. homogeneous agricultural reg zions and produc-
tion potentla] for these different regions determined
separately depending on the available data and the compu~
tation facilities. Most projections:WOuld, of course, be
Simple static analysis. A need to build some nétional .
models for the purpose was duly recogn17ed Several sub-
models such as those relatmd to watﬁr resources, water,
dlstrlbutlon weatlbr etc,, were also nﬁnnlonﬂd It was
~felt that in order to devalop a natnonal project on
estimation of demand and supply projections in agriculture,
it was essential that basic work was done both at the
-State'and at. the national level. It was pointed out that
a small. commlttec was wor king on the preparation of an
all-India co-ordinated project on the Long hange
Agrlcultural‘AdJustment analysj to be financed by the

. Indian Council of Agricultural Leseatch, WGn+1on was

~also made of the Dossabwlltv of developlna a prOJmﬂc on
productlon potentwal at ‘the national level., WNot only the
productlon potential should be the focus of attﬁntlon
research was also needed on long run. policy and the

1nstrunpnts to e used to ach1°ve the p011cy objectives,
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'In this context, the‘importance of subsidies
respect of agricultural inpute was also vaderl:
broadly, the‘ﬁools.couldVbe_dividnd into:
related to the estimation of the preduction poten
(b) those-related to policy mechanism.

A Suggestion was made that we_shouid not
concerned at the momeht with deqand,'becauae ,
‘initial stages when E&Sié minimm requiréments had to bhe
‘nﬁﬁ,.d@mand estimation might be relatively easy.
it was argued that, while a study of production
and potentials was essential’ the exgerience in
other countrves such as Thailand had shown
was no less important a fahtor “Water melo
an 1llustrat10n which did not succe@d in Thai

“of the lack of effecblve demanq

\
.

On the nature dnd the kind of mbdels it wasfobsérvéd
that no doubt the mocf loglcal and mos t. ﬂﬂballed models
were good, yet looblng at the availability of data and the
‘computation facilities we might as well mak :
isimpler models, Scme participants suggeé
of various models sugegested at the Semit

“suitability to different sets of circumstances.,

It was pointed out that we could not afford to over-

look the data aSpéct. Due emphasis should be laid on tha
type of information requiréd, the type of iuformation
available, and the ‘sources of'8ucbldata where to @et'it,
‘etc, The desirability of wsing the resources of all the
“agencies concerned with data COllGCtTOﬂ was recoani7

A particular mention was made of schemes at the all-
‘India level (Al11-TIndia Co-ordinated Frojects) in

respect of different.crops. These schemes ﬂould pPro ovide

’
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.

the basic data which could prove extremely valuable
economic analysis.

The question of production potential brought in its
wake some problems of’complementarity of inputs. It was

v

pointed out that in the case of rice, we may have technology
but may still not be able to realize the production
potential because of problems like that of drainage,

The Group recognised that the demand and supply
projectioss could not be studied in isolation, Related
programme & such as storage, marketing, buffer stocks,
zonal system; étc.; which have a bearing on the farmer's
behaviour and, therefore, on these projections, should be
studied sice by side., Tt was-emphasized that a halance
needs to be struck between the logic and the structure of -
~the models,




