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Punjab economy 
– retrospect and prospects –


1. Erstwhile East Punjab which included territories now under Haryana, Himachal and Chandigarh was a food-deficit state at the time of Partition. The deficit in 1947-48 was 37,000 tons. Food shortage in India as a whole was even more acute and, for several years, depended upon food aid provided under USPL 480. The Punjab farmer responded in a big way to the call of the Government of India to increase food production and, with the help of expanded irrigate facilities, input supplies and extension service, brought about the now world-famous Green Revolution. As a result, even the present truncated Punjab with an available area hardly 2% of the total cultivated area of the Indian Union contributes to the national food reserve stocks to the extent of over 60%.

2. Punjab soils are suitable for a variety of crops. But that is possible with irrigation only. Canal water being grossly inadequate, Punjab farmers went in for tubewells in a big way, so that the number of tubewells has risen from a few thousand in 1950, to nearly one million, irrigating nearly 95% of the cultivated area under a cropping intensity of 185%.

3. Intensive cropping to meet the food demand has led to an unbearable strain on soil and water resources of the state. Repeated cultivation of rice and wheat on the same land year after year has depleted the soil, and increasingly heavy doses of fertilisers have to be used to sustain productivity. Water requirements under the present cropping patterns are estimated at about 40 MAF annually, against the available supply of only 25 MAF. As a result, groundwater table is going down at the rate of about 25 cms per year, and tubewells have to be deepened at a heavy cost. Between 1986 and 2001, about 30% of the tubewells had to be deepened involving an additional cost of Rs 5000/- to Rs 8000/- per tubewell, besides the increased running cost from greater depths. If depletion continues at this rate, the day is not far when there may be no water left and all the tubewells may run dry. This is the state of affairs in the productive central districts of Punjab. In other areas, the effect is even more disastrous, since subsoil water has turned saline, and soil water-logged, dealing a deadly blow to the cotton belt and ruining the farmers, who are committing suicides in increasing numbers due to repeated crop failures and heavy burden of debt they are unable to repay.

4. In the above situation, the achievements of Punjab in increased food production and success of the Green Revolution, have become a liability. The Centre is not inclined to procure wheat and rice at an MSP remunerative to the farmer. This is clear from the fact that although prices of fertilisers and diesel have increased and free supply of water has been withdrawn, no increase has been effected in the MSP of wheat or rice.

5. The recent Govt of India budget prepared with an eye on the elections due next year has offered sops to all other sections, viz., industry, services, etc., except agriculture. This is most unfortunate. Rather, withdrawal of subsidies and imposition of Income Tax on agriculture is being actively considered, on the plea that food grain can be imported at rates cheaper than the procurement prices in India. We must not forget that all through the previous decades, the procurement prices were much lower than the international prices. It is only now, when, thanks to globalisation and the WTA, surplus countries have decided to dump their surplus in countries like India at prices below cost of production.

6. As for subsidies in India, late Dr N S Randhawa of the FAO, Rome, conducted an inquiry a few years back. He came to the conclusion that subsidies on agriculture in the state were negative (-30%). This was due to the fact that the nominal subsidies on seed or fertiliser were more than offset by the short fall in prices paid to the farmers.

7. There is much talk of food surplus in India. There is no doubt that food reserve stocks with the Govt have swelled to about 60 million as against the requirement of 20-25 million tons. But this is not a real surplus. Food availability in India is only 2100 calories per capita, against recommended requirement of 2800 calories and much higher consumption upto 3500 calories per capita in advanced countries like Denmark, USA, etc. Thus, the so-called surplus of food in India is deceptive.

Wheat-Rice Rotation 

8. Anyway, Punjab has to reduce area under wheat and rice not only because of low procurement prices and the reluctance to procure the produce on the part of the Govt, but because of the unsustainable demand for water, and the attendant adverse influence on soil health and environment. Diversification as recommended by the Johl Committee is unavoidable. A number of alternative crops and enterprises have been suggested in the report. Their scope is, however, limited except for dairying, which will have to be taken up in a big way. A lot of planning, investment and organised effort will be required to make it a success.

Incentives for Diversification

9. There are very few viable alternatives to the wheat-rice rotation. In order to wean the farmers away from this rotation in favour of other presently less remunerative enterprises, incentives are necessary. Johl Committee has rightly recommended a compensation of Rs 5000/- per acre for this purpose. Total requirement of funds for withdrawal of one million hectare from this rotation is estimated at Rs 1280/- crores per year, which is considerably less than what Govt spends on procurement, transportation and storage of produce from that much area (estimated at Rs 5000/- crores). There is nothing novel or unusual in this recommendation. USA introduced similar incentives in 1950’s and 60’s to deal with food grain surpluses. In the Punjab also this policy was followed in areas now in Himachal Pradesh. To enable farmers to switch over to apple, the farmers were given financial compensation equal to the value of food grains produced on the area, for 5 years, besides free plants, fertilisers, pesticides, etc.

10. In order to make the proposed farm diversification programme a success, the Govt should entrust the responsibility to a separate ministry with adequate funds and control over the various agencies concerned. At the present moment, the programme appears to be nobody’s responsibility.
