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Horticultural Development in Himachal Pradesh:
Profitability, Policy and Prospects

Prem S. Dahiya and Ranveer Singh*

INTRODUCTION

Agriculture is the mainstay of the economy of Himachal Pradesh. It provides direct
employment to about 71 per cent of the total main workers of the state. About one-third of
the total state domestic product (SDP) of Himachal Pradesh comes from agriculture and its
allied sectors (Government of Himachal Pradesh, 1997). Agro-climatically the state is
divided into four zones, i.e., (i) foot hills upto an elevation of 1000 metres above mean sea
level (nisi) which are fit for intensive farming, (ii) low hills suitable for citrus, stone fruits,
vegetables and other horticultural crops, (iii) high hills good for apple cultivation and raising
of forests and, (iv) Alpine zone - above 3500 metres (ms1), recommended for grazing forests
(Government of Himachal Pradesh, 1995). Rice and wheat are the principal crops of the
state, which together account for 47 per cent of the total cropped area. But their productivity
is low. The constraining factors which inhibit the exploitation of full potential of seed-
fertiliser-water technology for the 'green revolution crops' are geographically inherent in
the state. Importantly, only 18 per cent of the cultivable area is irrigated and agriculture is
still a gamble in the monsoons. This calls for a diversified strategy for increasing farm
incomes, more so when the scope for industrialisation is circumscribed due to several factors.
In this perspective, the development of horticultural crops greatly fulfils the needs and
objectives of socio-economic growth. It has been rightly emphasised that horticultural crops
provide higher income and employment per unit of land. The marginal lands can be profitably
utilised for cultivation of horticultural crops, along with concomitant advantage of checking
the soil erosion as well (Azad et. al., 1988).

Horticulture encompasses the cultivation of (i) fresh fruits such as apple, mango, citrus,
stone fruits, (ii) nuts and dry fruits, (iii) vegetables and potatoes and (iv) new emerging crop
enterprises like floriculture, mushroom growing, hops cultivation and bee-keeping. This
paper focuses on the sub-sector of total fruit crops (i and ii) only and attempts to examine
the growth trends in area and production. The developmental policy framework with special
reference to infrastructure and subsidies is reviewed, besides presenting the comparative
economics of the horticultural crops vis-a-vis the principal field crops. In the light of eco-
nomic analysis, the future strategy is also suggested. The sources of data are Department
of Horticulture, Department of Planning, Directorate of Economics and Statistics, Himachal
Pradesh as well as the various studies conducted by the Agro-Economic Research Centre
of Himachal Pradesh University, Shimla.

* Senior Scientist (Agricultural Economics), Division of Social Sciences, Central Potato Research Institute,
Shimla-171 001 (H.P.) and Research Officer, Agro-Economic Research Centre, Himachal Pradesh University,
Shimla-171 005, respectively.
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DEVELOPMENT POLICY FRAMEWORK

The production of fruits requires phased supply of inputs at the right time and in right

quantity. Because of high marketable surplus, fruits and vegetables need quick disposal for

which grading, packing, transportation, etc., are the important pre-requisites. A little delay

or deficiency in all of these may adversely affect the profit of the farmers. The development

of infrastructure facilities relating to horticulture can be divided into (a) production facilities,

i.e., supply of inputs for plants, insecticides, pesticides and fertilisers, (b) disposal facilities,

i.e., grading, packing, transportation, storage co-operatives, etc., (c) institutional facilities,

i.e., Himachal Pradesh Processing and Marketing Corporation (HPMC), co-operatives, etc.

(Azad et al., 1988).
The state has set up 113 nurseries for supply of fruit plants of different kinds, besides

registering 736 private nurseries for this purpose. A network of 209 distribution centres

under the control of Department of Horticulture, HPMC, Himachal Pradesh Agro-Industries

Corporation and Himachal Pradesh Marketing Federation (HIMFED) supply the insecticides

and pesticides to the farmers. The fertilisers are supplied from various outlets by the co-

operatives under subsidised rates.
The state has taken up a number of measures for augmenting the infrastructural facilities

for grading, packing, transportation, storage, processing, etc. The apples are sorted out into

seven grades, i.e., (i) super large (87 mm), (ii) extra large (81 mm), (iii) large (75 mm), (iv)

medium (69 mm), (v) small (63 mm), (vi) extra small (57 mm), and (vii) pitoo (less than

51 mm). The last grade is mixed with C grade apples and sold as culls for processing.

Broadly, the apples are graded into A and B grades meant for table purposes and the C grade

is considered fit for processing. The state has set up six cold storages with a capacity of

8,000 tonnes within the state and three cold storages outside Himachal Pradesh having a

capacity of 8,256 tonnes. Today there are four grading houses with a capacity of 15,
000

tonnes and five grading-cum-packing houses having a capacity of 5,000 tonnes. Process
ing

plants with a capacity of 40,000 tonnes have also been set up.

The HPMC started providing facilities to fruit growers in 1975 and various 
types of

facilities provided are (i) marketing advance in cash, (ii) packing materi
al (cash/kind), (iii)

forwarding assistance and transit warehouse, (iv) sale on consign
ment basis, (v) purchase

of culled fruits, (vi) cold storage facilities and (vii) market intellig
ence (Azad et al., 1988).

A corrigated fibre board carton manufacturing plant has been set 
up at Gumma in Shimla

district.
The state has chalked out a number of incentive schemes for the development 

of horti-

culture. Under the scheme for incentives to the weaker sections f
or development of horti-

culture, the subsidy rates vary from 25 per cent for small farmers,
 and 33.3 per cent for

marginal farmers to 50 per cent for scheduled caste/scheduled tr
ibe (SC/ST) farmers,

backward area and IRDP (Integrated Rural Development Program
me) farmers for fruit

Plantations subject to a maximum limit of subsidy being Rs. 3,000 per fam
ily. However,

for garden colonies the subsidy limit is up to Rs. 18,000 for a group of five members or

more under common fencing. Incentives are also provided to the fruit growers for adopting

the modern technology for horticulture. For the purpose of establishment of small nurseries

in the private sector, 50 per cent subsity subject to a maximum of Rs. 20,000 for an area of

2 to 5 acres per beneficiary is given. Use of plastics in horticulture for drip irrigation, green

houses and plastic mulch also attracts subsidies. The subsidy on drip irrigation is 70-90 per
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cent subject to a maximum of Rs. 25,000 per hectare and there is no limit on subsidy per
individual. For construction of green houses, the subsidy is fixed at the rate of 10-50 per
cent subject to a maximum of 500 sq. metres per individual. The maximum limit of subsidy
per individual is Rs. 31,250 for low cost green houses and Rs. 1 lakh for medium/high cost
green houses. As regards the plastic mulch, the subsidy is given at the rate of 50 per cent
subject to a maximum of Rs. 5,000 per hectare per individual. These subsidy rates are
effective from 1996-97 while these were fixed at lower levels earlier. Subsidies for the
development of commercial floriculture, popularisation of substitute packing cases and
transport subsidy on wooden logs for manufacturing packing boxes are also provided.
Horticultural credit facilities for plantation of orchards, nursery production and floriculture
with a repayment period of 4-15 years are extended to the orchardists.

During the Eighth Plan period (1992-97), a total subsidy of Rs. 22.5 crores has been
disbursed under four schemes, i.e., (i) subsidy scheme for pests and disease control, (ii)
subsidy scheme for the small and marginal farmers, (iii) special central assistance scheme
for SC and ST farmers and (iv) subsidy for packing boxes. The details are presented in
Table 1. It is seen that the total subsidy amount went up more than three times from Rs.
208 lakhs in 1992-93 to Rs. 671 lakhs in 1996-97. The small and marginal farmers account
for 83.8 per cent of the total 8.39 lakh operational holdings. Investigations revealed serious
leakages in the disbursal of subsidies since the medium and large categories of farmers took
advantage of government subsidy schemes through the instrumentality of the former cate-
gories of farmers (Singh and Sikka, 1992).

TABLE 1. DISBURSEMENT OF HORTICULTURE SUBSIDY IN HIMACHAL PRADESH

(Rs. lakhs)
Subsidy scheme 1992-93 1993-94 1994-95 1995-96 1996-97(1) (2) (3) (4) (5) (6)

1. Subsidy scheme for pest and disease control 119.2 123.0 130.7 124.3 151.0
2. Subsidy scheme for small and marginal farmers 42.8 48.8 41.8 50.9 36.7
3. Special central assistance for SC and ST farmers 46.3 74.0 62.4 59.8 66.9
4. Subsidy for packing boxes 120.0 155.0 374.0 416.0

Total 208.3 365.8 389.9 609.0 670.6

Source: Government of Himachal Pradesh, Directorate of Horticulture, Shimla.

CONTRIBUTION OF HORTICULTURAL CROPS TO STATE FARM ECONOMY

Field crops, horticultural crops (apple and other fruits), and animal husbandry constitute
the three sub-sectors in the SDP. The contribution of horticultural crops increased at the
highest compound growth rate of 13.85 per cent per annum, followed by animal husbandry
at 12.13 per cent and the field crops at 8.38 per cent per annum at current prices during
1970-71 to 1985-86. In other words, the gross value of output for total fruits increased from
Rs. 12.4 crores in 1970-71 to Rs. 68.6 crores in 1985-88 (Dahiya, 1988). During 1990-91
to 1995-96 it sharply increased from Rs. 129.3 crores to Rs. 243.3 crores, registering an
88.2 per cent increase over the period.
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GROWTH TRENDS IN AREA AND PRODUCTION OF FRUITS

The area under all fruit crops in the state was about 1.90 lakh hectares in 1994-95 and

apple which is the dominant fruit crop accounted for 40 per cent of total fruit area in the

state. The area under citrus, dry fruits and other fruits was 16, 8 and 36 per cent respectively

of the total area under fruits. Himachal Pradesh has witnessed a phenomenal increase in

fruit production over the last two decades. This has been possible due to significant extension

of area under fruits due to higher productivity and profitablity. The districtwise compound

growth rates of area and production of various fruits grown in Himachal Pradesh have been

calculated for the period from 1974-75 to 1993-94 and the results are presented in Table 2.

It may be observed that the area under all fruits has been increasing by about 6 per cent•per

annum during the period under study. The highest growth was observed in the case of citrus

fruits which registered about 10 per cent growth per annum during the last 20 years, which

may be due to more profitability of these fruits in the low hills of the state. It can also be

seen from the table that the annual growth in the area of citrus was in the district bordering

the state of Punjab and Haryana, which indicates that the demand for these fruits is good in

the nearby terminal markets. The growth in area of other sub-tropical fruits was also higher

than the other fruits grown in the state. The dry fruits grown in different parts of the state

registered an increase of 7.8 per cent per annum during the reference period. The rate of

growth in the area under dry fruits was relatively higher in Bilaspur and Chamba districts

than in the other districts of the state. Apple, being the most important fruits gro.wn in the

temperate region, has a rate of growth of 6.9 per cent per annum during 1975-76 to 1993-94..

The higher growth rate was observed in Chamba and Kinnaur districts where apple culti-

vation has taken place recently. The area under other temperate fruits increased at the
 rate

of 5 per cent per annum during this period and the highest growth was observed in Una and

Hamirpur districts.

TABLE  2. DISTRICTWISE ANNUAL COMPOUND GROW
TH RATES OF AREA UNDER

DIH-ERENT FRUITS IN HIMACHAL PRADESH DURING 1
975-76 TO 1993-94

(per cent)

Districts

(1)

Apple

(2)

Other temper-
ate fruits
(3)

Dry fruits

(4

Citrus fruits

(5)

Sub-tropical
fruits
(6)

All fruits

(7)

High hills zone
Shimla
Kullu

3.1102*
3.5382**

1.8723*
5.7167**

8.0252
6.6612

7.4406
4.7845

5.6336
4.6739

3.1972*
4.0725***

Mandi 4.1063*** 7.2207 8.8009 9.1882 5.7565 6.0363

Solan
Sirmaur

3.8717***
2.2463*

3.2391***
7.4899*

5.4728
7.7430

7.8245
7.0199

6.4609
9.0154

4.9028***
5.7195***

Chamba 9.6834 8.4622 16.2449 9.9509 5.1449*** 14.4901

Kinnaur
Low hills zone

8.3944 2.0301 5.3187*** 7.1577

Bilaspur _ 7.6088 17.0950 11.1261 10.3862 10.3663

Hamirpur _ 10.1154 6.2209 11.4333 9.8218 10.0253

Kangra 2.9759* 4.6119*** 7.1639 10.9359 11.0058 9.3436

Una 14.2121 5.1134*** 14.7144 8.5315 11.8770

Himachal Pradesh 6.9011 5.2523*** 7.8656 9.9609 9.3300 6.0778

Note: The compound growth rates of area and production hav
e been worked out using exponential function.

*, ** and *** Significant at 1 per cent, 5 per cent and 10 pe
r cent level respectively.
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Table 3 shows that the production of all fruits has increased by about 9 per cent annually
during the study period. The growth rates in the production of fruits were relatively higher
in the districts which fall in low hills zone than in the districts of high hills zone. This is
because the growth in area of all fruits was also higher in these districts. Among different
fruits apple crop registered higher growth in production as compared to other fruits. Except
Solan and Sirmaur districts, the trend in production was positive in all other districts. These
two districts have small area suitable for cultivation of apple crop and hence the production
is low as compared to other districts where the climate is best suited for better production
of this fruit. The annual growth in the production of other temperate fruits was also the
same as noticed in apple. The trend in the production of these fruits was positive in all the
districts except in Chamba district. The production of citrus fruits has increased by about 3
per cent per annum. The highest growth was recorded in the districts situated in the low
hills where agro-climatic conditions for production of these fruits are suitable. Further, the
production of these fruits increased in all the districts. The growth in sub-tropical fruit
production was 2.8 per cent per annum during the last 20 years.

TABLE 3. DISTRICTWISE ANNUAL COMPOUND GROWTH RATES OF PRODUCTION OFVARIOUS FRUITS GROWN IN HIMACHAL PRADESH DURING 1975-76 TO 1993-94

(per cent)

District
Apple Other temper-

ate fruits
Dry fruits Citrus fruits Sub-tropical

fruits
All fruits

(1) (2) (3) (4) (5) (6) (7)
High hills zone
Shimla 6.1302 1.5643 0.5659 12.4499 4.6884 6.5071
KuIlu 4.2769 4.8732 24.5481 0.5852 -14.9577 4.4058
Mandi 3.3849 10.4401 16.0666 16.1934 15.6391 4.0206
SoIan -7.9689 4.9036 2.6177 14.3168 8.4368 3.1237
Sirmour -4.5124 7.3497 7.7372 3.9826 0.8086 1.5094
Chamba 5.5221 -0.2130 -0.4163 9.1656 13.8185 4.4137
Kinnaur 8.3865 0.0723 4.6849 7.9034

Low hills zone
Bilaspur 11.9697 12.9114 17.1832 17.8449 8.7819
Hamirpur 13.8170 16.7102 8.6473 0.9369 3.7241
Kangra 2.6367 8.4761 9.3487 2.9591 3.6053 3.0377
Una 26.9309 26.8987 23.4903 9.5520 13.2625

Himachal Pradesh 5.4143 5.0744 4.8620 2.9201 2.8393 9.3517

COMPARATIVE ECONOMICS OF FRUIT CROPS VIS-A-VIS FIELD CROPS

The popularity of fruit cultivation in the state in terms of area under fruits has been the
main consideration for the study on the economics of production. The average total costs,
gross returns, net returns and input-output ratios in the cultivation of fruits, vegetables and
cereal crops are calculated and presented in Table 4: The Cost of cultivation of fruits is
higher than that of vegetables and cereal crops. The total cost per hectare in fruit crops
ranges between Rs. 41,288 for apple and Rs. 11,606 for citrus fruits. It was Rs. 10,568 for
vegetables and Rs. 7,932 per hectare for potato. In the case of cereal crops, the average total
cost of cultivation per hectare was Rs. 2,928 for maize and Rs. 2,670 for wheat. Although
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the cost per hectare is more in fruits, the returns are also higher in fruits
 than in other field

crops. Net returns per hectare were Rs. 28,745 in apple and Rs. 10,814 in c
itrus fruits while

in vegetables, potato, maize, wheat and paddy net returns were Rs. 6,940,
 Rs. 3,913, Rs.

259, Rs. 894 and Rs. 658 respectively. However, in the case of potato, D
ahiya and Pandey

(1993) reported the cost of cultivation and net returns as Rs. 18,47
5 and Rs. 2,998/ha

respectively, based on a case study of Matiana block in Shimla district co
nducted in 1989-90.

The output-input ratio was 1.16.

Further, the output per rupee of input was also higher in fruits th
an in vegetable and

cereal crops. Due to higher profitability in the cultivation of fru
it crops in the state, a

noticeable shift towards allocation of cereal area under fruit cro
ps is observed. A study

conducted by the Agro-Economic Research Centre, Himachal Prad
esh University, Shimla

_reveals that about 12 per cent of the area under field crops and 13
 per cent in the case of

barren land have shifted towards fruit crops in the temperate zon
e (Azad et al., 1988). In '

the sub-tropical zone these changes were 5.5 per cent and 3 per
 cent respectively. In the

state about 9 per cent of the area of field crops has been shifted to
wards fruit crops.

TABLE 4. PER HECTARE AVERAGE TOTAL COST, GROS
S RETURNS, NET RETURNS

AND OUTPUT-INPUT RATIO IN CULTIVATION OF FRUI
TS AND FIELD CROPS

IN HIMACHAL PRADESH DURING 1989-90

(Rs./hectare)

Crops

(1)

Total cost

(2)

Gross returns

(3)

Net returns

(4)

Output-input
ratio
(5)

Fruit crops
Apple

41,288 70,004 28,716 - 1.70

Stone fruits
Plum

41,145 66,447 25,302 1.61

Peach
28,092 40,998 12,906 1.46

Apricot
41,288 63,105 21,817 1.53

Citrus fruits
11,606 22,420 10,814 1.93

Vegetables
Vegetables

10,568 17,508 6,940 1.66

Potato
7,932 11,845 3,913 1.49

Cereal crops
Maize

2,928 3,187 259 1.09

Wheat
2,670 3,564 894 1.33

Paddy
4,216 4,874 658 1.16

Source: Agro-Economic Research Centre, 
Himachal Pradesh University, Shimla (various studies).

HORTICULTURAL PRICE POLICY

The state is not self-sufficient in foodgrains prod
uction. The foodgrains occupy 90 per

cent of the total cropped area in Himachal Pr
adesh and the farmers have little marketable

surplus for these crops (Dahiya et al., 1991). T
he horticultural crops are the only major crops

which can play a key role in the socio-e
conomic transformation of the state agrarian

economy. In this context, it is important to re
view the horticultural price policy in the state.

Kahlon and Tyagi (1983) stressed that the ag
ricultural prices perform three important



598 INDIAN JOURNAL OF AGRICULTURAL ECONOMICS

functions, viz., (a) to allocate resources, (b) to distribute income and (c) to induce capital
formation. The support price scheme has been in operation in the -country since 1965. It
covers 22 agricultural commodities inclusive of cereals, pulses, oilseeds, cotton, jute and
tobacco. But in Himachal Pradesh, the support price scheme was announced for potatoes in
1972. The rates were Rs. 60 for Kufri Chandramukhi and Rs. 65 for Kufri Jyoti for 80 kg
bag. The same rates were offered during 1975-76. The price scheme for potato has been
implemented from time to time on an ad-hoc basis and currently a support price of Rs. 1.50
per kg has been offered for table potatoes.

The support price scheme was extended to the procurement of apples in 1981 when the
government announced to purchase scabbed apples at Rs. 0.50 per kg. The cost of production
for apples was estimated to be Rs. 1.16 per kg during 1986 and the support price was declared
as Rs. 1.30 in general and Rs. 1.50 per kg for small orchardists. During 1987, these respective
prices were Rs. 1.50 and Rs. 2.00 per kg while considering the inflation rate of 8.7 per cent
(1986-87) and 9 per cent (1987-88). The production cost was estimated as Rs. 1.40 per kg
but a. remunerative support price of Rs. 2.25 for all grades of apples combined was announced
for 1988-89. The price was increased from Rs. 2.25 to Rs. 2.75 per kg during 1989-90,
registering an increase of 22 per cent, and one lakh ten thousand tonnes of apples were
procured during this year (Table 5). The policy was changed in 1990-91 when only FAQ
quality (processing grade) apples (4,621 tonnes) were procured. For three years, i.e., 1991-92
to 1993-94 neither a support price scheme nor a market intervention scheme was imple-
mented because of reversal of the earlier policy due to politico-economic reasons. The change
of government in 1993 again brought about the introduction of support price for apples at
Rs. 2.00 per kg for processing grade quality. Since 1995-96, the support price has been
pegged at the level of Rs. 3.00 per kg. But during the current year (1997-98) it has been
increased to Rs. 3.50 per kg. Earlier on February 1, 1988, the state had set up its own Price
Stabilisation-cum-Price Intervention Fund under the control of Himachal Pradesh State Price
Board.

The State Price Board is handicapped in formulating and implementing the horticultural
price policy in the state on a sound footing in the absence of availability of requisite cost of
production data for different crops generated through studies conducted on scientific lines.
This point again has been stressed recently in a memorandum submitted to the Petition
Committee of Parliament (Anonymous, 1997 a, b). It goes without saying that the horti-
cultural price policy has been implemented totally based on the politico-economic con-
siderations with little regard for economic rationality and scientific basis, more so when we
consider that the support price had been maintained at the level of Rs. 3.00 per kg for the
last two years, i.e., 1995-96 and 1996-97 (Table 5).

Apples account for 90 per cent of total fruit production in the state but the production
of apples is concentrated in the temperate regions of Shimla and Kullu districts. However,
the citrus fruits, i.e., kinnow, oranges, malta and galgal are produced in the low hills, i.e.,
Kangra and Sirmaur districts. The price support policy for these fruit crops also has been
implemented on an ad-hoc basis as is evident from the data presented in Table 5 for the
period 1988-89 to 1996-97.
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TABLE 5. SUPPORT PRICE AND QUANTITY. OF VARIOUS FRUITS PROCURED BY

THE HIMACHAL PRADESH STATE GOVERNMENT DURING 1988-89 TO 1996-97

(price Rs./kg; quantity in metric tonnes) •

Years
Apple Kinnow, Malta, Oranges Galgal

Support price Quantity
procured

Support price

(1) (2) (3) (4)

1988-89 2.25 18,083 3.15
1989-90 2.75 1,10,896 3.65
1990-91 1.30 4,621 2.50 and

3.00
1991-92
1992-93 -
1993-94 2.50 and

3.50
1994-95 2.00 1,310 2.75 and

3.75
1995-96 3.00 15,247 3.00 and

4.00

1996-97 3.00 14,059 3.00 and
3.50

Quantity
procured
(5)

94.30
1,295.00
52781

30.60

1 47.37

418.55

464.23

Support price Quantity
procured

(6) (7)

1.10 8.46
1.20 1,585.00

1.20 0.18

1.60 47.30

2.00 239.40

2.00 872.19

Source: Directorate of Horticulture, Himachal Pradesh, Shimla.

CONCLUSION

The prospects for development of horticultural crops such as fresh fruits, mushrooms,
floriculture, etc., are very bright since the state has several innate agro-climatic advantages.

But apple farming is bedevilled by sharp fluctuations in production due to frequent attacks

of several diseases and various other problems that could be attributed to weak extension

efforts at educating the farmers and lack of timely input supplies of plant protection material.

The processing facilities appear to be inadequate and the glut of culled apples in the markets

also adversely affects the profitability of quality grade apples. The study has also revealed

that there is a need for introduction of comprehensive cost of cultivation studies for the

horticultural crops so that a rational horticultural price policy could be implemented in

Himachal Pradesh.
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