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IOLE OF INTERNATIONAL AND FOREIGN INgTITITIONS _

"With the d4cceleration of the pace of economic Jevelop-
ment, under developed countries have increasingly tended to
incur deficits in their balance of payments. Requirements of
machinery and other investment goods and of essentlal raw
materlals have generally resulted in an excess of merchan-
Alse imports over exports. Besides, it is a common charac-
teristic of the under developed countries that thely service
vayments usually exceed receipts because of thelr depeniencs
on the more developed countries for transport, insurance and
other services, as also on account of the slzeable rayments
on servicing of foreign debts to the capital exporting coun-
tries. In India even during the First Plan period there was
an overalldeficit in the balance of payments of R 318 crores,
of which ™ 196 crores was financed by external assistance and
" 122 crores by a draft on foreign exchange reserves (ster-
ling balances). In the case of the Second Plan, the balance
of payaents deficit over the five year period is estimated
at ™ 2059 crores of which external assistance provided
R: 1406 crores, IMF drawing % 55 crores, and, the remaining
deflcit ™ 598 crores was financed by drawing down of foreipn
exchange resources. The Third Plan which envisages a total
investment of ™ 10,800 crores depends on external assistance
to the extent of ™ 2600 crores. The foreign exchange require-
ments include provision of P 550 crores on account of repay- "
nent of loans and credits falling Aue within the Third 'lan
period and other canital transactions. The foreign exchange
requirements of the investment in the public sector are
estimted at = 1520 crores and those of the private sector
at ™ 510 crores. The Third Plan target of investaent in the
private gctor large and medium industries, minerals and
transport is placed at ™ 1350 crores of which foreign exchange
requirements are estimated at ™ 495 crores. The sources of
supply of funds take into account direct foreign credit narti-
cipation in capital to the extent of P 300 crores. In regard
to the financing of private sector programmes the Third Five
Year Plan points out, "Apart from the overall shortage of
financial resources, there is Lhe still ore 1ifficult problem
of finding the foreign exchange required for achieving all
the targets.™

Through its lending Policies the Bank has helped in
removing ohstacles or creating new productive opportunities
for private capital. In general the Banx's loans are designed
either directly or indirectly to stimulate private investaent.
Most of the Bamank's loans have been for basic utilities
such as power, transportation, irrigation and reclamation,
which are a nrerequisite for increased productivity in
other sectors of the borrowing countries' econonies.
Moreover the Bank finances projects, whether public or
private, only in case it is satisfied that in the pre-
valling market conditions the borrower would be unable to
obtain the loan under conditions which in the opinion of
Bank a re reasonable for the borrower. 3ank loans directly
to orivate enterprise have h»een limited by the requirenent
of Governaent guarantee. In splte of tnis linitation the
Bank has made avallable substantial fin-nclal assistance
to private enterprise. In addition, some of the loang
nade to Governuents or public bodies for industry have
actually been used to help rrivately owned companies.
Further, in a number of countries the Bank has helped or
encouraged the establishuent of developaent bhanks to make
loans for private industrial projects and? has given credits
to “he development banks to ¢nable them to meet the forelgn
exchange requirements of thelr borrowers. 3y the end of
1961, the Bank had lent £ 116 million to private development
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banks in six countries. In India the Bank has encouraged

the establishment of the Industrial Credit and Investment Cor-
poration of India Ltd., and has granted three loans aggregating
to 8 40 million for relending to private enterprise. In the
case of India out of the total sum of Z 226 million sanctioned
till 31st December 1961, ahout 2 280 =million or more than one
third of the total amount, was for the priwvate sector. Direct
loans to private enterprises aggregated to 4 204.5 =million.
Besides £ 40 million were granted to the 1.C.I1.G.I. for re-
lending to private undertakings and a loan of £ 35 aillion to
the Government of India for the purpose of private coal} mining
development. The direct loans to private enterprises were

for steel expansion and electric power developmen.. The Tata
Iron znd Steel Company has been granted two loans aggregating
4 107.5 million; the Indian Iron and Steel Company three

loans aggregating 8 71 million (of which Z 2.3 million was
surrendered); an?! two loans to Tata group of power companies
aggregating to 8 26 aillion (of which 2 2.26 million was
surrendered). The rate of interest charged on these loans
varies between 4% per cent and 6 percent and the period of
lean from 11 years to 20 years.

Though the Bank has made significant contribution
to the economic development of the member countries and the
growth of private enterprise, there is scope for further
stepping up the rate of its lending.

T PI! : RPORATION

In March 1951, ‘he United States International
Development Advisory Board published a renmort entitled
‘Partners 1n Progress' which proposed the establishment of an
International Finance Corporation to make loans to private
enterprise without government guarantee and also to make
equity investuent in participation with private lnvestors,
This proposal was the result of the recognition that the
ability of the World 3ank to finance the establishiaent fe or
expansion of private undertakings was limited. Firstly the
guarantee requirement was a serious obstacle to Bank loans
to private enterprises. secondly the fact that he Bank 41id
not engage in equity financing had meant that Lhe Bank had
sometimes to abandon consideration of prémising private
projects because they required more equity capital than the
entrepreneuns was able to obtain.

After prolonged deliberations, the International Finance
Cornoration was establishe’ on 24th July 1956, as an inter-
governmental institation with an authorised capital of T.S.

2 100 million of which & 726.3 million had been subseribed by
the Governments of 60 countries by 31lst December 1961. The

IFC operates as an affiliate of the International Bank for
Reconstruction and Development, although it is a separate legal
entity and its funds a e entirely separate and distince froax
those of the World Bank. Membership &n the IFC is open only

to Governmnents which are members of the World Bank. The
President of the World Bank serves ex-officio as Chairman

of the Board of Directors of the IFC, and also as President of
IFC since October 1961.

The IFC is authorised to borrow funds by the sale of
its own bonds or obligations. But it does not propose to
make use of thls authority in its early years. Hence its funis
immediately available for investment are limited toc “he
amount of its subscribed capital. Since its capital is in
US dollars the IFC in its early years will generaily make
investaments expressed in US Dollars. But is willing to invest,
at least in part, in other courtrics if justified Dby he
stability of such currencies and by the varticipation
rights of the investment.

The IFC's purpose is to further economic development
in its less developed member countries by -
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1. Investing in productive private enterprises,
in association with private investors,
without government guarantee of repay:aent,
in cases where sufficient private capltal
is not available on reasonable terms;

2. Serving as a clearing house to bring together
investment opportunities, private capital
(both foreign and domestic) and experienced
management; and

3. helping to stimulate the productive investment
of private capital both domestic an? foreign.

The IFC considers only investment proposals whose
objective 1s the estahlishment, expansion or improvement of
productive private enterprise which will contribute to the
development of the economy of the country in which the enter-
prise is located. nlike the World Bank, the IFC does not
investigate the developmental priority of a project as against
other possible investments in the same country bdbut wishes to
satisfly itself that it has substantial economic value. During
the initial years, the IFC proposes to nake its investments
in enterprises which are predominantly industrial i.e.,
manufacturing, processing and mining. It asy, however, con- ,
sider agricultural or service projects associated with or
contributing to manufacturing enterprises. It will not invest
in housing or hospitals, .schools or other types of ventures
which are primarily social in character. Nor will it normally
invest in basic public utilities such as electric power and
transportation or in irrigation, reclaaation and drainage
projects. It will not enga e 1n an operation which is essen-
tally for purposes of refunding or refinancing.

The IFC invests in association with either local
or foreign private investors or both. It will not invest
in undertakings which are government owned and operated or
in the managemnent of which the government participates
to any significant extent. However, an enterprise in
which public funds have been invested is not for that reason
precluded from being financed by the IFC, if despite the
Government interest, the enterprise is essentially private
in character. The IFC does not compete with private capital
and it does not exercise management functions. Before
naking an investnent in a country which restricts or regulates
payments or obligations in foreign exchange the IFC would
like to enter into an understanding with the government,
like any other private investor, regarding transfer o” income
and return of capital of its own investment. However, it
does not seek preferential treatment which is not available
to private investors engaging in the same type of transaction.

In the initial stage of 1its operations the IFC
proposes normally to entertain investment proposals where
(a) the total investment in the enterprise ls z minimum
of about US 3 500,000 or its equivalent, and (b) the
participation sought from IFC is at least US 4 100,000 or
its equivalent. Generally, the IFC will not invest more than
about 8 2 iillion in an enterprise. It will also not cover
more than half of the total cost of an enterprise than half
of the total cost of an enterprise.

The IFC 1is authorised to 7aake investments in any
form it deems appropriate. The ban on IFC investing
directly in capital stock or shares was removed in Septeber
1961 by an amendement to IFC Charter. The IFC loans are
usually for a term o seven to [ifteen years. Generally they
do not take the form of conventional fixed interest loans.
They are rather intermediate between conventional loan capital
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on the one hand and share capital on the other - loans
carrying interest and some right to participate in the profits
and growth of the business. Such participation may take the
form of (a) a right to convert the loan or some part of it
into some type of share capital, or (b) a right to some
additional income related to earnings, or (ec) both. The

IFC does not have a policy of uniform interest rate for

lts investments. The rate is negotiated in each case in the
light of all relevant factors, including the risks involved
and the nature and extent of any rights to participation

in profits and to conversion or subscription to stoeck. The
usual range of maturities for IFC loans are from five to
fifteen years.

During the first calender year of operations i.e.
1957, the IFC made 5 investments for approximately # S
mnillion. The next year IFC made 7 investments and in the
subsequent years IFC's investments have been running at an
average of 12 per cent. By the end of December 1961, the
IFC had mede 48 investment commitments for an aggregate
amout of A 64.63 =million of which cancellations and termina-
tions accounted for 2 7.12 million. During this period of
m0re than five years IFC's disbursements amounted to #37.67
million only or an averaze rate of £ 7.5 million per annun.
In the case of India four loans have been sanctioned 3o
far to the following firmss

Republic Forge Co. Ltd £ 1,500,000
Kirdoskar Oil Bngines Ltd 850,000
Assam 31llimanite Ltd. 1,365,0C0
K.5.B.Pumps Ltd. 210,000

While the loans sanctioned to Republic Forge Company
Ltd. and Kirloskar Oil Angines Ltd. had to be cancelled
because the terms anl conditions were not considered favou-
rable by the intending borrowers, in the other two cases also
no amount was drawn by the end of 1961 because certain
legal formalities had to be complet8@d.

The progress achieved by the IFC so far in providing
financial assistance to private enterpriges in under-
ieveloped countries cannot be considered to be satisfactory
by any standards. It i3 mainly because IFC's terms are
considered to be quite stiff. It charges a high rate of
fixed interest of about 7% anl also insists on additional
payments contingent on profits, and/or option on shares.
The result is that it becomes a privileged investor who
is entitled to a fixed rate of return even during the
initial years when the profits of the undertaking may
not yleld any remuaneration to the eqhliity share-nolders
and in case the venture proves to be a successful one,
to convert its investment or part thereof into the equity
shares. The Indian Industrial Delegation led by Shri GC.D.
Birla which visited the JUSA and the continent in September
~ November 1957 found the attitude of the IFC 'rigid' and
interest rate 'so exhorbitant that we need not expect much
from this quarter'. In many cases industrial borrowers in
the develoning countriss who had contacted the IFC at the
first instance, were later on able to secure external
credits at more favourable teras from private instititions.

The IFC has imbibed the characterigtics of a govern-
mental organisation in the matter of procedures and delays,
while in the case of terms and conditions of the financial
assistance provided by it, it has acted like a »rivate
investor whose aim is maxiaisadon of profits. The teras
of IFC's investments differ from enterprise to enterprise
and possibly are the result of bargaining between the
parties concerned. The fixed rate of interest charged {is
as low as 5% in the case of a firm of Guatemala and as
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as 10% in the case of an Argentine company. Its operations seen
to have been influenced by the bellef of its President that
"the avklilability of capital is more vital to business than
1ts cost" and intorest rates in the developing areas of tte
world are as high as 10% to 30% for short term credits in
local currency while "long term money is generally scarce at
any price" ¢Presidential address by Mr. fobert L Garnerat
the meeting of the Board of Governors held in Washington

on September 29, 1960). It is difficult to say that the

IFC has done any useful service to private enterpri<e

in the developing countries by its operations =d

policies so far. In fact, some of the foreign private
financial institutions as well as developnment banks in

the under-developed countries have taken a cue from

the IFC in appropriating for themselves khe major henefits
in a project - the protection of a creditor anid the

rewards of a stockholder - at the cost of domestic private
investors.

With the change in the stewardsnip of the IFC-
from Mr. Robert L Garner to Mr. Bugene & Black who 1is also
President of the World Bank - and the azendment of the
Charter in September 1961 permitting tne IFC to invest
Airectly in equityv capital, it is hoped that it woul? mnake
some useful contribution to the growth of private enterprise
in less developed countries; its range of activities would
not only include grant of loans, investanent in equity capital,
and contributions to the share capital 2f investment insti-
tutions such as development banks, but also underwritin
of issues in international capital uaarxet.

NAL LE ) ' N

The International Development Association (IDA), a
new affiliate of the World Bank came into exiastence on
Septenber 26, 1960 and hegan operations on 8th Novenber,
1960. The President of the World Bank i1s also the President
of the IDA.

The Articles of Agreeaent of the IDA provided for
initial subscriptions aggregating to # 1 billion, if all the
nembers of the Bank had become members of the IDA. For the
purposge of subscription countries have been divided into
two groups, the first comnrising 17 of the more industrialised
nenber-countries ant the secon? consists of 51 commaratively
less developad countries. All “he member countries are to
pay 10% of trnelr initial subseriptions in gold or freely
convertible currencies, in five instalments - 50% in the
first instalment and 124% 1in each of the subsequent four
instalments. The 90% component of the initial subscription
is mayable in five equal instalments, in gold or freely
convertible currencies by the more highly industrialised
countries in the first group and in national currencies by
the less developed countries in the second group. The national
currency pald in by a less developed country may bhe converted
by the IDA or used by it to finance exports from the member's
territories only with the =ember's consent. The Articlcs
of Agreement authorise the IDA to accept froa any member
suppleuentary resources in the currency of ancther member,
provided that ‘he mnember whose currency is involved agrees
to the use of such currency as suppledentary resources und to
the terms and conditions governing such use. It is expected
that IDA will have # 150 million todl60 million a year
available in usable unds for lending opeeations.

The aims of the IDA are'topromote economic develop-
ment, increase productivity and thus raise standards of
living in the less developed areas of the world included
sithin the Association's membershipy in particular by
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providing finance to meet their important developmental requi-
rements on terms which are more flexible and bear less heavily
on the balance of mayments than those of conventional loans,
thereby furthering the Jdevelopmental objectiives of the Inter-
national Bank for Reconstruction and Development (World Bank)
and supplementing its activitis s'.

It i3 gpecifically laid down in the Articles of
Agreement of the IDA that it shall not provide financing if
in its opinion such financing is available f rom orivate
sources on terms which are reasonable for the receipient or
conuld be provided by a loan of the type made by the Bank. The
IDA will also not provide financing for any project if hhe
member in whose territories the project is located obJects to
such fimancing. The IDA is not expected to assist countries
enjoying a comfortable foreign exchan _e position even if they
are under developed. Financing by the IDA will genem lly take
the form of loans.

The IDA will flanace any specific project which will nmake
an important contributlion to the development of the area or
arcas concerned, whether or not the project is revenue produ-
eing or directly productive. Considerable latitude has been
granted to the IDA &s regards terms of the loans so that
dependent upon the circumstances of the particular project,
loan can be made repayable in foreign exchange with long
maturities or with long periods of gruce, or both, or repayabléd
wholly or partly in local currency, or fres of intcrest or at
low rate of interest or with any combination of these condi-
tions. Funds are to be made available only to meet expenses in
connection with the project as they are actually incurred.

The IDA nmy grant loans not only to Governaments but also
to public or private entities in the territories of a member
or memhers and also to public international or regional
organisations. In the case of a loan to an entity other than
a member, the Assoclation may require a suitable Governmental
or other guarantee. However, it is left to the discretion of
the IDA whether or not a Government guarantee would be required
in case a loan 1is made to other than a member-Covernment. In
its first 17 uonths of operations, ending ifarch 31, 1962 IDA
extended 20 development credits totalling 3 202 =illion in
eleven countries. The credlits are on identical terms; each 1is
for 80 years, without lntrest. Repayment 1s due in foreign
exchange ; amortization is to begin after & ten yeanr period
of gracej; thereafter, 1% of the principal is repayable
annually for ten years and 3% is repayable annually for the
Tfinal 80 vears. A service charge of 4 of 1% per annum, payable
on the amounts withdrawn and outstanding, will be mede to
neet IDA's adninistrative costs.

By the end of December 1961, the IDA had sanctioned five
development credits to the Covernment of India for an aggrezate
amourt of Z 88.5 million for the purpose of highway construction
and improvement, irrigation, and flood protection an? drainage.

It seems doubtful that the IDA would grant credits
directly to the private undertakings engaged in productive lines.
However, IDA has already shown its willingness to help the growth
of private industry by extending a credit of # 5 million to the
China Development Corporation. This Corporation was established
in Mary 1959 by a group of leading bankers and businessmen in
Taiwan to assist the establishment, modiernisation and expansion
of industrial enterprises in the island. The IDA credlt, which
was sanctioned on lst December 1961, will provide the Corporation
the additional foreign exchange needed for its leniing over the
next two or three years.
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A mamboapr of cupitaleexporting countries have set up publiie °
lending institutions for providing developmsnt finance to
und er=doveloped countrias, 7The maih objasct of some of these
institutions 1is to'gromote the export of caplital goods from the
countr! concerned, 1he more important institutions in developed
countrias providlnf long term and medium term ereodits fmtsr alia
to private anterprises in under-developl countrieé aret

1. The Commonwsalth Development “inance Company,
2+ The Expsrt Import Bank of Washington.

3. The U.5, Development Loan und,

4, The Lxport Import Bank of Japan,

S5, German Reeonstruction Pinance Coarporation,

somemzinalih Daxalosdent Sinoncs Camoany

- In the United Kingdom the Commonwealth Developmant ‘inance
Company Ltd, was incorporated in 1933 to provide or procure-
financlal facilities for developmant in commorwealth enuntrises,
in sehemes likely to benefit the balance of payments of the
Storlin A.ea and in particular those schemes for which adeq uate
capital cannot be raised ffem ordinary sources, Its primary
role 15 to cooperats in the financing of iniustrial devalopment
uniartaken by privata entorprise, It doas not invest in
develoomsent ths objeet of which is basically social rathor than
%;ogggfiva such as tele-communications, education,road amd

1) § Ze

The 1ssued capital of the company of £26,33 million has
been subseribed uy ths Bank of Egggand and large mmber of
business eoncerns in the United Kingdom. It has the power to
borrew upto twice the amount of its iszsued eapital,

Invostments by CDFC hava taken a mamber of forms, It has
fivestad in medium or long term loans, frequently combined with
conversion rights,option warrants or other rights te acguire
oqulty., It has also subsefibad diractly for shares and 1s ready
to consider proposals for unier-writing or for other forms
of finanelal assistance, As a means of replenishing its funde
for reinve tment, CDFC's polliey 1s to bs propared to sall
securities from lts portfolio if and when appropriate, and
the form of 1ts investment may be influenced by this considaration
In some asircumstanges it may agrea to othar partid pants
in the oroject having the risht of first refusal to buy the
intarest of CDFC, The CDFC does not ssek a majority interest
in a project or take direect responsibility for magagement.,

Mnance 1s normally available for a project which
satlsfles the following ceriterias

a) the projest will manke a timely contribution to the
devalopment of ths country conccrneds

b) the project will be emmorecially viabley
e) expert manigamont will be avallabley
d) the sponsors will themsalves provide a reasonable

proportion of the finance needed and undertaksn to
maintain satisfactory eontinuity of assoeiation with
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@) the borrower can be shown to Bave ralsed as much
of the naecessary finance as is practicable through
normal channels,

In all casas,the applicant is expectod to bear CDFC's
logal an? »ther out-ofepockat exp anses,ineiuiing thse ocost
of any in!psndient consultants' reports,whether an investment
ultimataly rasults or pot.

Apeady the CDIC has invested in a fow Indian projects,
In Novombar 1954,the Company took up 19,499 shares of 8,100
gach in the Industrial Credit and Invos\‘.ment Coarporation of
Indiae In Mareh 1959 it granted a loan of £225,000 to Indian
Oxygen Ltd. In July 1960,it granted a loan of 800,000 to
the 3Zast India Mistilleries and Sugar Fastories Ltd, The
JDPFC has also agreed to provide the foreizn exchange requirze
ment of the ordoer of £175.000 for a factory to be orected in
Bombay by Xamani Taubes Private Ltd., for the mamfagture of
copper and alloy tubes , pipes ,rods and seetions, It has
also mxiortoken te subsoribes £530,000 te the sterling debentures
stock to ba issued by the Mysorae Paper Mills Ltd,

U.8. Expartelmport Bank *

The Export-Import Bank of #ashington is the principal
internatisnal lending agency of thae United States Governuent,
It was created in 1934 by an EBxacutive Order of thae U.S,
President, but now operates under the authorltg granted Dby the
Export«Import Bank det of 1945(as amonded), The Bank's capital
stock of £ 1 billisn is held by the US Treasury, The Bank is
further authoriszed toborrow from the Treasury for lendng purpose
an additional sum of £ 6 billion, The statutory provisions
proviis that the Bank shall not have outstanding at any one time
loansy guarantees and insurance in an agsregate amount in
exca:-s of 2 7 billlons.

The objects and purposes of the Bank ars 'to aid in
finaneing and to faoilitate aexports and imports and the
exchange of commodities botwecn ths Unitad States or any of its
Territories or insular posgsssions and sny foreign country or
the ageneies or nnti nals thsareof,' It is the policy of the U.S,
Congress that the Bank in the exsrcise of its functions
fiould swpplemant and encourzge amxl not mmpete with private
capital,

The loams granted by th- Bank are generally for
specific projoects, Borrowsrs may be Government s, Governmental
agencies, or private business concerms, The basig eriterion
for lendlng abroad 1iss

a) ths borrogwer must show reasgnable assuranes of
repaymrent,

b) The loans which are granted in U,5, dollars sre to
b2 repald in dollars, The only exceptions are the
loans being made with local currenciss turned over to
the Bank as a result of the sale of agricultural
suarplusas,

¢) The proceeds of the loan(with minor exceptions of
local costs of projseets) must be spent dn the Uauited
States for the purshace of U.S, equipment,matarials or
services,
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Gensrally cspeakinz tha period for which epedits are
granted by the Bank varies from 18 mynths to 15 iears and in some
caces aven 20 yecars, Modium torm éxport or eredit finansing by’
the Bank eovers maturities of more than six months but usally
not more than five years, The nature of the goods detarminess
the maximum paeriod for which eredit is granted, or instanes,
light farm machinery usuzlly calls for terms of one year while
sizalblo orders of textile machinery may be financed for a
poriod of five years, A typleal eradit arrangomdnt approved by
the Dank finds the borrower paying 204 down on tha invoiea
value of the purchase or project, Of the remaining 85%, 15%
may be held by the dmerican axgorter and 85% nay be fininced by
the Bank, The period of long term loans which are called
project loans is determined by the nature of the equipment. For
instanesa,loans may ba gfanted for as long a period as 20 years
to big hydro-electric projeets,steal mills and mining XgEXEIERX
operatinns,

The rate of intercst charged by the Bank varies frok
projoct to prodeet and compares favourably with the rate of
1nteres§s charged by o ther similar institutions, It is usually
about Gae

. Xhe Bank has utilised 1its authority to promote internatisnal
trade which would improwve and strengthen United States markets.
abroad, It has done so by giving preferancae to financing those
exports of US capital equipfent and services which would result
in furth ring the sconomic dsvelopment of the importing sountry.
As on June 30,1960, the Bunk had sanctioned loans aggregating
about 10,7 b&ilion dollars to foreign borrowers in 68 countries,
Total disbursements amounted to ovaer 7 billian dollars,out of
which about 3,2 billion dollars were repaid during the period
and 342 billion dollars were outstanding on 30th June,1960,

Not only the Bank does mot lenl! where funds are readily
available from private sources, but it ssaoks and eneourages
private banks to partl-ipate 1h the Export-Import Bank's
eredit, 1411 June 30,1980 private capital had partiocipated with
the Bamk in its loans to the extent of 411 million dollars. Since
March 1960,added =mphasis has been placed on privata ecapital
partieipation,

The Bank has gfanted loans both to the Government of Indla
as well as private pariies in India., It made i1ts first substantial
eredit to Iniia in June 1958,whsn agresment was signed with the
Govarnrent of Indla for a loan of 150 million dollars. The eredit
was graated for a term »f 15 ysars, Repaymant of the prineipal
i8 to bo made in 20 semi-anmial instalments bezininz 15th
Jamuary,1964., The loan bears intorest at 544, It is to be
utilisea for the purchase of eapital equipment, machinery and
services required by putliec as well as private sactors. The
pragranmes to be financed inelud: irrigation and reclamation,

2 transport and commumications, mining and eertain selacted
nduq%ries such as textiles, chemicais, fabrication of heavy
strueturals,and olectriecal equ¢pment and machinetools. The
Bank sametioned in Decsmber 19680 a second loan of 50 million
dollars to the Government of India for utilisation during the
Third Plan. As in the case of the first loan,the credit was
for the import of US capital equipment both for the publie
and private secters., Allocations to the private sector from
this eredit ware to primarily benefit small and medium sized
business eoncerns, The repayment of the credit 1s to be spraad
over a perlod of tem years beginn1n§ from 1966, The loan
garries interast at 5% per eent, In addition, the Export-Import
Bank has given the followinz dellar loans directly to private
ssgctor wmidertakings,

1. Sundatta Cotton Sesd Utilisatisn Ltd, £ 60,000
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2, National ‘‘ayon Corporation, £1,800,000
3¢ Hindustan sluminium Ltd, £13,600,000 ;
4e Oriont Paper Mills £18,500,000

iho Bank also administers, under the so-called "asooley"
Ameniment of Public Lawv 480, Somo of the local surrenclas
arksing from ths salo of surplus agricultural c-ommodities abroad.
Upto 25 per cent of those currencies may bs used for loans tod
businsss firms in the countries cone~rned, These loans may be
made efithir to Unfited States firms and affiliates for the axpansion
of trade or to local firms settinmz up facilities whiech will in
turn inercase tha markets for U,5. agricultural surpluces, the
first fuads for lending, under this nrogramms.vwere made available
to the Bank in Juns 1956. In the case of Indla ths following
loans have bean approved by the IExport-Import Bank with the
consent af the Government of Inila to private sestor firms,

1. Otis Aovater Co,(Inila)Privatae Ltd, e 10,00,000
2, Goody2ar lyre and Rubbar Co,of
India Private utd, 2, 25,004,000 *

3 Mysore Cemants Ltd., Mysore 58,400,000
4e Synthotice and Chemiecals Ltd, 392,000,000
5, Hindustan .Juzinium Cofporation Ltd, 1,00,00,000
6. Mari,charp & Thome of Indla(P)Ltd, 504004000
7e EX=Cell-0-India Private Ltd. 20,400,000
8. Seshasayse Bros. 2,00,00,000
9. Premior Tyre Ltd, ,Bombay 30, 00,000
10, Ledarle Laboratorias India Private Ltd, 25,400,000
11, Gabrisl India Private Ltd, 55004000
12, Limac Ltd. 52,00,000
13.Parried Inila(Private)Ltd. 37, 504000
314. Bast India Hotels Ltd, 76,19,000

ne  I3Y7%,85,000

Thus the finaacial assistance provided by ths U,S,
Bxport=Import Bank 4s substantial and at reasonable rates,

U8, Dovelooment Loan Fund

The U,8, NDevalopment Lean Mani was established as a source of
financing for aconomie development by the Mutual Seeurity Act of
1957, In 1258,the DLF was made an indepemdent Gov:ramen
Gorporation with a view to emphasising DLF's distifa t function of
administering a long range development loan programme,

The U5 Congress authorised the appropriatinsn of upto
500 million dollars during the Mand's first ysur of existence and
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authorl sed the appropriation of aiditional fuads not .
exceeaddngs 625 milliosn dollars during the secon! year of the
fand's exdstence, The Congress actually aporopriated 700 million
dollars during the first two years to gt the fand under way,
No time 1imit has been fixed for the use of the funds

priated for. the DLF and are avallable until used, Funds
racaived in repayment are to be used for re-lemiing,

The aims of the Development Loan Fand are te streagthan
friendly foreign countries by encouraging the development of
their ceomomios through a compotitive free entorpriss systemsg
to minimise or aliminate barriers to the flow of private investment
sapital and intarnational tradey to faecilitate the ersation
of a climate favourable to the irmvestment of private sapitaly
and to assist , on a basls of self halp and mutual sooparation,
tho offorts of fre~ peoples teo develop their aeconomie
. resourees and to increase thalr productive gapacities,

Finanecing from the fund 1s aguthorised for loansj
groditsy the $ssummee of guaranteos that loans made by other
(private) institutions will be rapaidy or othar eperations
and transaeti-ns with the oxception of grants or direct
g;rghases of equlty seocuritiss which are specifically exsludad
av,

Bbince flexibility is one o the keynotaes of the operatioﬁ
of the Fund, fixad terms amd conditions have not bsen
osta 1iched other othey than certain eriteria,vhich are as
fallowss

1) The praject should be located in one of the
less developed friendly countriess

2) T he country of the a plicant must be eligzible under
the Battle iict(which controls axperts of strategie
and wvar materials to the Soviet Bloa)s

-
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O MANALOBIYIS COMMITTEE REPORT
Dear Comrades,

Fine enclosed extracts and summary points from the above.
It contains more than that Patriot had published. Economic Times
of the last few days has also large extracts. I have not yet
compared these two texts. I got 1t multiplied becsuse I thought
it will help comrades of the Programme Commission as also other
Party leaders and ‘the Party Press. The report is belng /dedayed
and whetted and 1ts announced date of publication is already
over. One cannot forecast when it will be publisheAd.

Greatings
Vi—+
P.C.Joshi



committee set up on 13 Oct.80 by pl com, r ag

1) to re¥lew the changes in levels aof living during the first
ané second plansy (2) to study recaent trends in the
distribution of ineome and wealth and in particular (S)ascertain
extent to which the operation of the aconomlec systems has
rosulted in concentraﬁ on of weaglth and means of production,

Membeps: P.C.Mahalanobis (ch), VKRV Rao, P.5,Lokenathan, B.N,
uabguli Jishnu Sahay, D.u.Mayumddr, B, K. Madan B, N, Datar
and P C.Mdthew, mamb- r Secretary K, K, Nair iiroctor, CSQ Jt,sec,

Held II mestings., Teport dsals with tsrms two and three
only. fope to finalice report on first torm withia next few
wesks and then submit the same as the second part of the report,

L

Term two: EaB.loltengthan

Most important conclusion 4s thut we do not have the
regquired data for drawing valld conclusions concerning the
changes in incsme distribution wvhich might have taken place
over the two plan periods,

the available ectimates and data relating to size-distributia
of income scems to su-gzest that the degree of insquality
in income distribution is not hizher in India than in some
other devaloped or undar-developed gsountriesy the distribution
of income in the urban seclor 1s more unequal as in »ther
ecountries, than that in the rurual sector,

Tha anelysis of the available ine'me~tax data suggests
some reduction in insguality of income among the tax-paying
group as a whole and also for mme of the sub-groups of this
pOpulation over the p riod under studg except pure salary
ea'n’'rs where the pieture 1s mixed, However,in view of the
deficiancies to which these data are subject,it 128 ot possible
to pluce much sonfidsnce in this conclus on or to make any
ganeralisation on this basis, Also changes, if any, in the
distribution of tax igeome would not gsnfraily hava any
relation to the size distribution of ineor»me in its econ-mie
sense,

available estimates and deta suggest that no significant
chanze in tha overall di=tribution of ingsmas,though they do
indicate a slizht probable increase in 1nequa11ty in the urban
sector and some raductisn in inequa. ity in the rural seetor,
Again, in view of the inadajuacies of the data used for companison
purpooes,it is not possible t» be definite about thiscomelusiyn,

' a¢ d rie recgeived by selected
ozcupation groups over the decad3s 1350-51 indicata that,with
notable exceptisn of agrieculiurai labourers,the growth in income
of employeas has ganerally kzept pase with tﬁe groth in average
income per employed person for the country as a whole, in
parti~ular,there is evidence that the growth in ‘nﬂomes of the
nining and fastory workers has kept ahead of the rate of growth
in average income per smiloyed person, Agricultural labourers as
a group do not seam to have shared in thae increacse of incomes,

doalysls of $ho inooge-Lgx Jala Ddased on the occupation of
common assessees reveals that over the pariod 19351-50 the average
income received by gontragtors have reglstered ihe highest
increaseg the rise in income of this group has besen very much
higher than the rise in the income par smployed person for the

counftry as a whole,
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CelSemployod porsons parsons angagzed 'n businsss(manufasturing,
trade, transport and finansial business) amc¢ th® salarled elars
among the taxe-payors also have inereased their ineome btut in
thelr cu"e,tha rate of growth in inenme sesms to have éust kept
ace with %he rate at which average income per employed parsen .
as greim,

It should be noted that there 1s a gemeral fealing, thouzh
the committee could not collect the required data to support 4t,
that an average parson whethor in urban or rumal areas 1s better
fed, bettoy elothed and even better housed in the 1960s than in the
1950= and that the working conditions have alse improvaed gemarally
ovap this parind., On the sther hand, 4 nce there &s also sonme
evidenss that the rate of growth in income for sertain high
inz-oma groups has bean as high as or higher than ths rate of rrowth
in income per employed parsom for the country as a whole, it has
not be'n possible for the committee to pronounce a definite
Juigement,even of a broad nature, on the changes in income
custribution. However,it can be stated that there 1s no c2lear
indlostion of a signirloant change in income Aistribution over the
plan p~riod,

Much less information is available omn the distribution of
woalth among differant groups in the populati-n than on the
distribution of insomo,

. Homo seattored data obtained through household sample syrveys
indicate that there 1s a fadr degras of x - '
r

MW both am ng the rural and ura
sector 2, he stribution of personal wealth hald in the form

of wner-occupied houses 1s known only for ths urban sestor
which indicates that there 13 lsss concentrati H»n of wealth in
this form than in the form of land holdings,

Tha available MMWM
inliate thqt there i3 a greater degree of concantrati a in personal

wealth hald in the form of company shares than in the form of
land or swner occupicd houces,

Avedlsble fragmentary data relating to m:myfuupnm
m:ﬁq‘nn in'iascte that the degres of important items o
wealth di:tribution 1s hicher than that in income distributi-n
wealth distribution sesm:s to be more unequal then income distributisn
as in some other countries,

If the question of incoms distribution i{s to bs ansvwered
satisfactorily,th re is a clear need for the government te organise
the collaction of the regquired datagthe earlisr we start on this
Job the bstter, The avallable data on 'the distributi-n of income
amd wealth are oo meagre to dravw any firm conclusions on the
issuss referred to the committee,

(Mainly an anzlysis of the situation as it prevailed at the
end of the two plan eriods),

After refopring to mmxxxskx NOO statisties snd NCAER studids
"Ihe conslusion seems jucstifiei that even after tem yosars of planning
and desplita fairly hequvy schemes of taxation on the uppar incomes,

R & A a9 1€ ."' ,:_‘_._ r n

iy . also hald ! iX 5 022l s, as in thelr case,oven thse
burdan of taxation is not heavy -n the higher ranges of imams. It
mast be added that to a large extont the phenomemon of seconomic
concantration in the Indian econ'my 1s tha rosult,at ons end.sf
unemployment and under-employment aml consaquent low produchvity
par unlt of labour, thut 1s to say,of inadequate eernrmic development
rather than merealy structural fnegualities of a distributi-nal
charaster,and at the sthar end,mainly of deficienliﬁniaft%
som:lisncs or of tax evasion and avolcamss rather

-
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of an insufficiently progressive tax system, If this analysis is
correct it ould sesm to ezll for re-thiniking of the overall
stratagy of development adopted during this peried inm ralation to
the socisl goals. Since we gre not raquired by ~ur terms of .
raeferance to consider such iasues it is not necessary to purcsue
the matter further,®

The data available on the distributisn of woalth indieate
that there is an sven more marked degree of conc=ntration than we
have found in the ease of incoms anl 8xpandituro, Thus the
distribution by size of haldines of sgricultural land is
extremely unequsl, Inl353=54 the top ons per cant of th-
housdhnsl is owned L7 per esnt, the top five per cent owned 41
p'r cent and the tap 10 por acent 58 percent of 3ll land boelonging
to househnolids, In 1959-80 these proportlons ver=16,40 and 38
par cant respeetively, The battom 20 per cant of thse housshalds 414
not own any lan? in either of these two years,

4As regards companies "there can be no doubt that there is a
high degrese of conentrati-n in the wealth repreoseanted by sharss
of joint stock sompanies,”™ what this reveals 1s the existance
at the snd of ten years of nlanning of o considerable dzgree of
inequality in the distribution of economic assots and conseguant
conzentration of economic pover in the hands of a mamerically small
seation ol the pepulation, It is true that a considerable measure
of insyuality in.the distribution of ineome and wealth also
exists in sevsral other developed an? developing eountries,’ But
in the context of the Indicn situction it shoul?! b3 of an even
greatar conc2rn, as owrs is a planned economy and wa are pladged
to fallow policies that w11l furthoer the twin objeetives of
legsening eoomomic inequalitiaes and promoting economic growth,

To the extent, thorefore,thut there his be>n mno appreclable
raeduction in %he concentration of econamic powor during ths last
tan years, this fuct may be taken,as we have already stated
earlior,as some evidenced of the inadequacy »f our current stratogy
of aconsmic devalopment in one of 1its important aspoacts.

The Committaes gives as avidencas of con-antratisn in the
sorpor:ta sector that faet Lhat in 1960-681 the total mumber of
companies having a paid-up capital of less than 5,5 lakhs each
sonstituied 86 par coent of the total number of campanles at work
during that year,but thelr share of th2 total pald up ca ital was-
only 14.6 per centy &c against this,companies having pald up capital
of %.50 lakhs and above constituted only 1,6 por c2nt of the total
nuny r of gcompaniaes but elaimed 53 per cent of tha total pald up
capital, The phenomenon was conducive to greater oconeentratisn of
contrel snd economie power ani "it has facilitated the process,”
“It is also svident that tho emmm@nkz working of the planned
acononmy has eontrituted t- this growth of bigz comraniss in Indian
industr{1 The growth of the nrivate seector in industry and
aspeclally of the boig ~ompaniss has been facilltated by the financia

| gsedstanes rendered Dy publiec institutions 1iks the industrial
financ2 corporation,tha WIDS ets, thus on 30thdJune XB3 loans had
been approved oy LFC for a total sum of %,127,7 2rores. the
number of concerns to which the loans had beoen sanetioned was 2443143
of thecee concarns were glven loans of less than ™%,50 lakhs each,
ths ceftal amounting to P5,32,7 croras,whiie 101 comcerns wera given
loans axeeeding %,50 lakhs aach, The totsal being %,94,.9 erores,
Loans sxcoeding 8,1 emre sach ware given to 22 conceérns and
accowited for MeIt.8 eror~sywhile loans balow ™ .10 lakhs were
glven to 32 cohcerns,the toial amounting to W.le8 erores, The
Sommitt~n sald that zhe same was the patterndr NIDC and the Etate
Finance Corporations, The Committee added "“gnv rnmont policy during
. the plan pariod has beon responsible in nther ways as well for the
grovth of the private sector anc in ths processg "speciully of big
eomponies, In addition to affording a protectaa markget and the
necessary overhead facilities and maintaining a buizet policey
with a mildly inflationary situution favourable to 1nduﬁt; & tgg
gova nment have been promoting the growth of privats {ndustty

4
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extensive tax incentives," Y8farving to various concassions they
sald " while thase tax concessiems and rebstes promoted a

climate favourahle to investmani by both smsll and big

entorprisas, 1t 1s evident that the latter were in a better positisn
to take advantago of the same,"

Bonle credit had also played an imprecsive rols in finaneing
the grovth of iniu try during the last sven or eight years, An
analyslc of the bamk eredii made lucreasingly available for the
financlng of 1n*ustrial expunsion during the last ftw years cshows

that the main be ay>: besn the blg and medium
ent - rprises, inanelal asststance provided by the commereial
anks to scmall seale industries was lnsignificant,amounting
only to .28 &rores br barsly 5 por e=nt of their total advanses to
induscrdes 1in 1960, "The Life Insuranes Corporstion which 18 a
natinnalised concern also xxgguxxing suﬁports big business in
priveie Industry by its halllng of stock exchange securities,its
totzl investment in this =ector amounting to %,22 erores as on
Docambar 31,1962, Ths larze companles and biggzer antarprises
have an =asier access to ths oapital market as banks, life
insurance companies and 4ssapestedirusts? becsides 1&11V1luals hava
praferance for inaestinb in sharss of large companiss, Thaus
the oporation of the sconomle sy tom, with its oritaria of grudit
worthinoss and security forleading and investment, tends to
support the large and estzblished ent: rprise against the small
and struggling sntrasprensur,™ ¢

After saylng that that thore was such a thing as ascononmy of
seale, that worked in faveur of blg business puraly on economic
grounds and that the process therefo a mibht not be delibarate,
the comulttes adced " at the same time,there is no doubt that
locallcsed conzantration of inducstry aven if unavoidable on acon-mic
grounds,must nseeszarily resullt in fh aecrual snl possible
exarelse of monopolistic power, " What 15 nesded in suh a case
is wol ths draeak up of larze unlis as the sioption of a policy
of rezulation, contlimious scrutiny and possibly. datlonallsatiqn
which widd h“ip to praven: ths mergenece of antl-soslal consequences
from the stherwlse economlie:lly Justifiuble lo~ulised concontratian
in the form of 4z unit in ome ilndusiry or ansthar,’

The Sommittee raferred to stalistical tables te show that two
groups ha2ld 93,36 shares in finished steal production ., 2 groups
90,08 par cant in ply irnn, 14 units 1ln 38.70 per e=nt in
gleztrlic lamps and similar eonsant: ation in various other industries

ihe Comrittes warned about "the wor» ganeralised consantration
of capnomic powz- and sald "It 1s the coacsaniration of control in ~
the industrial sector as a whole rather than in any one or other
particular inductry that prezonts the more mana ins aspect of
Gonv"ntratian of economic power," The Committee drew upon
or, R, R.Hazarli's "The Structure of th2 Jo- porate Private Sector™
and agr ad that "4t is quite clear that coneentration of ecanomic
pover axlsts to a significant axtent in the pubdlic non-governmental
corporate sector &nd also that it has inereased siznificantly
betwean 1951 and laaa.“ They also ‘rew an Dr,dazari's work
and other documente to chow that inter-corporsta investment was
one 9f the methsds of conzentration.

" There can b no denyinb the soelal significance of the
conzantraetion of eeconoml: povar that exd ts and has grown over
the plaen periods ia the hands of a comparatively fTeou 1nd1v1dualq;
it has borome possible because ownership and iavestment of personal
funde is not reculre’ for acqulrin: opirational control ever large
segments of ths non-govaramental corporate sector, How far this
concantration can clalm economlc Justification in terms of pptimum
use of scarce sntreprencurial talent,to what extent the mamner
in which the concentratiosn is obtainad loads to anti-soclsl
consequance s,what precisely its implications are in the opar it
of our democracy,the implementation of the constitutional
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directives on economic policy and on economic development,and
what remedial measures are required are all imporatnat

problems that need answering. But this can be done only after

a thorough and comprehensive inquiry by a full time organisation
created solely for the purpose of inquiring into the concentration
of econonic power in the non-governuental corporate sector...it
is relevant to dAraw attention at this stage to the recently
published seport of the commission of inquiry on the adminis-
tration of dalmia-jain companies, and the lessons that flow

from it in rezard to the possibilities of the anti-soéial con-
sequences that can follow from both the attempts to build up
concentration of economic power as also from an exercise of thels
power".

.

The committee pointed out that control could also be
exerclsed through managing agent, common directors and similar
other forms which enabled the contrdling group or authority to
participate ectively in the day to day business of such under-
takings.0f the ten most important managing a. ents Tata Industrie s,
Martin Bumand Birla Brothers were the leading. They managed
‘D eopt companies in 1959 which accounted for 20 percent in terms
of total assets of 10CQ companies, while in 1955 they controlled
31 companies which accounted for nearly 16 percent of the total
assets of IMA® 1001 comvanies. Reference was also made to
inter-company and overlapping directorships. "And inter locking
of Airectors may lead to operational control of a numuher of =
big sized industrial undertakings by one industrial house". The
interlocking between directorships of banks and non-governmental
industrisl untertakings within the economy was also pointed out.
The domainance of 1ndustrlial directors on the boards of commerci 1
banks i3 seen to he much greater in the case of the first eight
banks in whose case they number §9 out of 77 or nearly 77 percent
of the total. "It is significant from the ahbove that there 1s
a significant link in the fora of common directdr between the
leading banis and the large sized industrial undertaking”. "Bank
adyances to concerns in which the directors of the han'ts concerned
are interested, accounted for P 184 crores in 1962. This con-
stituted 12 percent of the advances glven by all scheduled banks.
For the top 15 banks, the proportion was 14.1 percent. "The bapking h/
sector itself presents a pictur of high degree of concentration.
The aggregate share of the 15 top babks havelng deposits of ™ 25
crores and over in total deposits of 363 Indian Joint Stock banks
during 1959 was 78 percent®. "While 1t is not possible for the
committee to come to any categorical conclusions on this subject,
the presumptlon seeas strongly to be in favour of the thesis
fthat there is an intimate relation between the growth of big
banks and the growth of big business in the country durin_ the
plan periods. ow far thls can claim justification on econonaic
grounds and to what extent if any 1t represents a departure from
the constitutional directives -nd the plan objectives for a
reduction inthe concentration of econounic power are questions that
can be answered only as a result of a much more comprehensive
inquiry by a full time agency having much larger powers to obtain
data than has been the case withour committee.

The committee made case studies on the erxtent of inter-
locking of company directorships in the seven selected tyical
companies belonging to seven leading Iniian and Foreign business
groups. The Companies taken were indhra Valley power Co Ltd. (Tata
group), Century Spinning and Weaving Co Ltd. (Birla group) Standard
Mills Ltd. (Mafatlal Group), Mcleod and Co Ltd. (Surajmul Vagarmal
group) Kamarhatti Ltd (Jardine Menierson group) and Bengal Coal Co

Ltd (Andrew Yule groups) "reveals widé prevalance of inter locking
directorships in companies helonging to long established - nd
reputed houses". "There is assoclation of the seven companies
studied with financial companies, particularly banks ani invest-
ments etc through common directors. Further the interlocking of
directorships of these seven conpanies with comvanies carrying on
similar trade or manufacturéng activity connote horizongal integ-
ration which often results in common price and distribution and
related policies which are of mutual bsnefit®
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The committee also remarked "one of the factors accounting
for an increase in economlic power of the large groups in recent
years would appear to be the larger flow of foreign investment
add technical know how through join ventures in Indian industry
in collaboration with foreign interests. Established large
industrial groups in India are in a much more advantageous
position to obtain foreign capital and techhical services. This
itself may partly explain the increased concentration of control
in the top business houses in recent years".

4

Taiking about the growing interlinking of directorships
between private companies and the public sector the committee
said "it 1s not possible to draw conclusions regarding the
economic and soclal consequences of this inter linking hetween
governmnent compsnies and directors of non government companies
without a careful examination of the growth and working of the
government companies vis a vis the private undertakin s where
such common directorships exist. How far this helps the public
sector by enabling it to obtain business expertise and how far
it helps to increase the concentzation of economic power in the
hands of selected individuals in big business rare questions
that are pertinent but we are not in a position to anseer. Per-
| haps those constitute a part of the puzzle that characterises
a mixed economy subh as the country 1is building through its
planned development".

The Committee notes "Economic power 1s exercised not only
through controls over production, investment, employment, pur-
chases, sales and prices but“*also through control cver mass
media of comaunication, of these newspapers are the most impor-
tant and constitute a vowerful anciallary to sectoral and
group interests. It is not therefore a matter for surprise that
there 1s so much inter linking between newspapers ani? big business
in this country, with newspapers controlled to a substantial
extent by selected industrial houses directly through ownership
as well as indirectly through memebership of their boards of
Airectors. In addition, of course there is the indirect control
exercised through expenditure on advertisaent which has been
growing apace during the plan perlods. In a study of eoncentra
tion of economic power in India, one must take into account
this link between industry and nesspapers which exists in our
country to a much larger extent than is found in any of the other
democratic countries in the world.

An analysis of the ownership of newspapers in relationto
their circulation shows that there was some increase during 1960
in the concentration of newspapers under common ownerships as
revresented by the chains, g roups and aultiple units and the
circulation comaanded by them.For the study of ownershlp of
newspapers with special reference to trends in the direction of
common ownerships, all papers {dailles as well as periodicals)
coming under common ownership are divided into three categories
vizs

1. Chains publication of more than ons newspaper under common
ownership from more than one centre
i1 . Groupsspublication of more than one newspaper under common
ownership from the same centre.
i1i. maltiple unitss publication of more than one newspaper of
the same title, language and periodicity,
under common ownership, froam different
centres.

According to figures available from the annual report of
the registrar of newspapers for 1960, as much as 67.5 percent
came under the three groups, out of a total circulation of 46¢10
laksh of dailies in 4ifferent languages in the country, the share
of those forming parts of 17 chains, 115 groups and 27 multiple
units was 31.10 lakhs. According to the same source, thre were
ten owners representing five chalns (Express ne®spapers, Times
of Indila publications, Hindustan times and allied publications.
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dazar patrika and jugantar and ananda bazar patrika),
thpe £roups (malayala manorama, free press journal and Hindu)
an. WO multiple units (Thanthi and statesman) which published
37 dailies with a circulation of 18.11 lakhs and thus

cortrolled 39.3 per cent of the total circulation of daily s
nwspapers in the country. Taking the three categories separa-
ely, dailles forming part of chains commanded 34.7 percent of
the total eirculation of dailies, those belonging to groups
23.8 percent and those coming under multiple units 9 pecent.
In 1960 there was an increase in number of chains from 14 to
27 and in groups from 99 to 115 while the number of multiple units
remained the sames 23. In addition to 17 chains mentioned above
the CPI 1s publishing a chain of 34 papers having a total
circulation of 101,810. B B

We have given in the previous para 4does indicate the
vresence of economic power within the economy in

“"While the date given above cleayly establishes the fact of
concentration in our newspaver industry, it has not been
possible for the committee to examine the inter-connection with
industry and? with the complexes and lnner circles thket control
so much of economic power in Indian industry. It would be
specially necessary to examine the connection, if any, between
the top units in industry proper ani the top units in the news-
paper industyy.

"The date we have given in the previous paragraphs does
indicate the presence of concentration of economic power within
the economy in terms of 1income, property and especia ly of
control over the non gjovernmental corporate sector, there can
also be no doubt that in part at least, the working of our
planned economy has encouragad this pracess af eancentration
by facilitating and aiding the growth of big business in India.
How Tar this 1Is an Inevitable part of the process of economic
development, how far it can be justified in terms of economy of
gscale and full utilisation of scaree managerial and entrepreneurial
resources, how far it is consistent or is in conflict with the
Aeclared objectives of our constitttion and our planned economy
end how far the growth which has taken place 1s unhealthyand
anti social in its consequences - all these are questlons that we
can only nose for further detalled inquiry.

Counter valling measures originated by government men-
tioned. "Despite all the courntervailing measures taken, which
have been recounted above, concent ation of economic power in
the private sector is more than what could be Justified as
necessary on functional grounds and it exists both in genera-
lised and in specific forms. It is not within our terms of
reference to suggest what should be done to remedy the situation
and combine economic Jevelopment with a steady diminution of the
concentration of economic power. Undoubtedly, an extension of
the scope and intensity of countervailing measure to a alleviate
the incidence and offset the effect of economic concentration
indicate the general direction of attack on the problem. At the
same time “or devising adequate corrective measures in conso-
nance with the aconomic growth objectives, more comprehensive
and detailed information regarding the many aspects and ramifi-
fications of economic power and control in the private sector is
required. than has been ayailabel to us".

“Bconomic development ithin a democratic framework remains
a paramount objective of national policy. At the same time, the
country is pledged to the realisation of a socialist mttern of
soclety; and Aiminution and eventual elimination of concentration
of economic power in private hands is a part of that soclety. The
task has to be attempted in teras of haraonious progress towards these
goals; and the sooner government sets up the necessary machinery for
collection, examination and analysis of all relevant 4at on the
subject, the easier it would be for it aventually to formulate the
necessary policy that will combine industrialisation with social
Justice and econonic development, with dispersal of economic powar".



DEVELOPMENT AND ECONOMIC POLICY—I

Some Current Hypotheses

by K. N. Raj

i

This is the first of the two articles by the distinguished economist on
some current economic problems facing the country. Dr. Raj spoke on the
subject at a recent meeting under the auspices of the Indian Council of
World Affairs, New Delhi, by whose courtesy they are being published

here.

OTH the pressure of economic forces and the
undercurrents of political change in India are
bringing up for reconsideration many questions

of economic policy which  have for some time
been taken for granted.

That questions settled some time ago should be
brought up anew for review and reconsideration should
not be a matter for denunciation or even complaint.
Circumstances and objective conditions are changing
all the time and it is the essence of a rational approach
that one should be prepared to take into account such
changes and adapt one’s policies accordingly. India
has a long tradition of non-empiricism, of disregard
for facts verging almost on contempt, and an almost
infinite faith in the power of words and symbols to
solve problems. It would be a welcome departure from
this tradition if nothing in the realm of ideas or practices
is treated as sacred, and all beliefs and programmes are
subjected to continuous re-examination in the light of
new facts both by those who wish to change them and
those who do not.

But it is important that svch questioning and re-
examination are supported by reasoning based on facts
and that the pressure for changing policies does not
come from a mere substitution of one set of slogans for
another. I welcomed therefore this opportunity to
re-examine in the light of available facts the case for and
against the changes in economic policy that are now
being advocated.

Political Bias

Questions of cconomic policy cannot be separated
altogether from questions of political philosophy,
organization and strategy. No economist who defends
or opposes particular policies can therefore truthfully
claim that he is functioning only in his technical capacity
and that his approach is unaffected by his political views.
= The only difference is that when the political views
of an economist happen to coincide with those of his
audience such claims wusually go unnoticed. When
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they do not his integrity and his technical competence are
both called into question. To minimize the risks on
this account I shall not either make the claim of being
unprejudiced by my political views or try to conceal my
political views where T am aware that they are material
to my observations on economic policy.

However, when one is only offering explanations for
observed economic phenomena or testing the correctness
of particular findings and generalizations it is usually
possible, if one is careful, to keep out political bias to a
large extent, and I shall try my best to do so. A large
part of the analysis I shall attempt will be of this*sort. «

Growth Rate

It is a widely held view that the economic growth
realized in India in the last thirteen years has been much
lower than planned. The Ilower rate of growth
realized is in turn attributed to some of the policies
underlying planning, more particularly the tying up of
a large proportion of investment in projects for develop-
ment of heavy industry involving long gestation periods
and the resulting inadequacy of resources diverted to
agriculture. So much of the case for reconsideration
of economic policies is based on this kind of assessment
that it is necessary first to examine its objective basis.

Let us consider first some of the over-all growth
targets set earlier and see how far the performance upto
1962-63 (the latest year for which detailed national
income estimates are available) compares with these
targets. According to the estimates set out in 1952 at
the beginning of the First Plan, national income was to
be raised by 1962-63 to only about one-third over its
level in 1950-51. In the Second Plan, however, the
sights were raised and the national income target set
for 1962-63 was about 61 per cent over the 1950-51
level. In the Third Plan the rate of growth visualized
was even higher than in the Second Plan, but the national
income in the base ycar (i.e. 1960-61; was lower than had
been assumed when the Second Plan was framed.
The target for 1962-63 in the Third Plan was
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therefore in fact a little lower than that set in
the Second Plan, and involved an increase of
slightly less than 60 per cent compared to the national
income in 1950-51. We may take this figure derived
from the Third Plan as the planned target for 1962-63.

An increase of 60 per cent over twelve years re-
presents a comnound rate of growth of exactly 4 per
cent per annum. The first question to consider there-
fore is how the realized rate of growth during this
period compares with this target rate. If we go by the
official estimates worked out at constant (1948-49)
prices, India’s national incoms rose by a little over
51 per cent bstween 1950-51 and 1962-63, that is at a
compound rate of about 3.5 per ceat.

Limitations

These estimates are subject to a number of very
serious limitations into which w2 cannot go here in any
great datail. I would however like to draw attention to a
few of them which are relevant to the judgment w2 have
to make in the context of this discussion:

(1) The estimates of national incoms at the constant
1948-49 prices are derived from estimates at current
pricas. It is therefore necessary to examine beth the
estimates at current prices and the msthods of
deflation used to arrive at the estimates at constant
prices.

(2) According to the estimates at current prices, income
from ‘agriculture’ rose by 42.5 per cent between
1950-51 and 1962-63; and incom: from ‘mining,
manufacturing and small-scale enterprises’ by 102.6
per cent; the value of total commodity production
thus increased by 57 per cent during this period.
However, the income from ‘commerce, transport
and communications’ is estimated to have risen
during this period only by 55 per cent, slightly less
than commodity production. This is a rather odd
result, since in an economy in which larger and
larger proportions of output are getting marketed
one would expect the income from services associated
with marketing to grow at a much faster rate than
commodity production. Moreover, in a  period
when prices have been rising, it is difficult to believe
that incoms from trade at current prices has been
growing more slowly than incoms from commodity
production. There is clear indication here of some
under-estimation.

(3) Within the category of commodity production itself
there is evidence of some under-estimation. For
instance, according to the officially-released estimates
the value of the output of small enterprises at current
prices rose between 1955-56 and 1959-60 by only 3-8
per cent (that is, by less than one per cent per annum).
However, accordingto a revised series circulated by
the Central Statistical Organization (and which is likely
to replace the old series in a short while), the in-
crease in the value of the output of small enterprises
during this period was nearly 24 per cent (that is, an
average rate of increase of about six per cent per
annum).

(4) When the estimates of income at current prices are
converted to a constant (1948-49) price basis,
curiously enough it is only the increase in income
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from commodity production which seems to get
deflated. The increase in income from services is
actually higher after deflation than before it, as will
be evident from the following figures taken from
the official national income estimates:

Increase in income Increase in income

between 1950-51 between 1950-51°

and 1962-63 at and 1962-63 at

current prices  1948-49 prices
(Rs. Crores)

3650(+57.09%)  2290(+39.3%)

2280(+72.8%) 2290(+75.1%)

It is true that the prices of %ome services (such as
railway freight rates and salaries of government
servants) have not risen as much as the prices of
commodities, but it is still inexplicable that the
increase in income from services during this period
is higher after adjustment for such price rises as
have taken place. Obviously there is something
seriously wrong in the statistical methods used for
deflating the income from services. The only thing
that can be said for it is that, since the income from
services doss not really get deflated, and all our
notions about the growth rate of the economy are
based on the deflated series, it perhaps corrects the
initial under-estimation of the increase in income
from services.

(5) Within the category of commodity production,
the deflation that is brought about by price adjust-
ments is much greater for ‘mining, manufacturing and

Commodity
Production
Services

small enterprises’ than for ‘agriculture’. In the
case of ‘agriculture’ the perceatage increae in
incomes between 1950-51 and 1962-63 is reduced

only from 42.5 per cent at current prices to 33.6
per cent at 1948-49 prices, but in ‘mining, manufactur-
ing and small enterprises’ it is reduced from 102.6 per
cent at current prices to 56.1 per cent at 1948-49
prices. It is true that over this period the prices of
manufactured goods rose slightly more than the
prices of agricultural commodities, but the extent
of the difference doss not explain adequately the
much sharper impact of the statistical deflation on
the increase in incomz from the manu-
facturing sector. Oaxe result of this sharp deflation
is that the increase in the growth rate of small enter-
prises (engaged in manufacturing), which is even
initially under-estimated in the current price series,
is further reduced to the point that their contribution
to the growth of the economy during the period isin
effect taken to be negligible.

It requires more than ordinary ingenuity to make
allowance for all these limitations of data and judge
whether the rate of growth which they indicate is
an under-estimate or an over-estimate. My own guess
—though I cannot claim it to be anything more than a
wild guess—is that the growth ratz has been under-
estimated to soms extent,

If this is correct the diffzrence batween the four per
cent compound rate of growth aimed at in the period
1951-53 and the realized rate would bs indeed negligible.
But even if we assume that there has been no such under-
estimation the difference between the planned and
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realized rates of growth is only } per cent per annum,

It may be argued that, since tne period 1950-51 to
1962-63 is taken as one whole for this statistical exercise,
the higher rates of growth realized in the earlier years
of this period help to push up the average rate and that
the tendency for the rate of growth to slow down in the
later years is altogether obscured.

This might appear a plausible point if we considered
only the realized growth rates in the First and Second
Plan periods and the first three years of the Third Five
Year Plan. In the First Plan period, national income
rose by 18} per cent, in the Second Plan period by over
21 per cent, but in the first three years of the Third Plan
period by only about 9% per cent. There has however
been no such slowing down, and if a different impression
has gained ground it is only because of the arbitrariness
introduced by the starting and terminal years of each
Plan period and the widespread tendency to extrapolate
on the basis of observations for one or two years.

This will be obvious if we imagine that planned
development started in India not from 1951-52 but from
1952-53 (as in fact was the case); that since then we have
had only Four Year Plans and not Five Year Plans; and
estimate, on this basis, the rates of growth 'n the three
Four Year Plan periods that we would have completed by
now. The same national estimates as we have now would
then show a 15.2 per cent increase in First Plan period
(1952-56), a 13.2 per cent increase in Second Plan period
(1956-60), and a 17.6 per cent increase in Third Plan period
(1960-64). The rate of growth realized in the last four
years would then appear to have been the highest
realized since we started planning ! The whole pers-
pective is altered by the period into which we put the
year 1960-61 when there was an increase of about seven
per cent in the national income.

No Slowing Down

There is therefore no statistical evidence for either
the view that the performance upto now has been much
below the targets set earlier or the impression that the
rate of economic growth has been slowing down in recent
years. This does not mean of course that allis well and
that there is no reason for alarm. We shall see presently
that some of the widely-held and less re-assuring views
about the economy are also borne out by the available
statistical data.

Nevertheless it is important to recognise the areas
of achievement however inadequate they may be from
other points of view, and not overlook them in a state
of excitement and concern over the problems that still
remain unsolved. Japanese growth experience is often
cited as an example for India to follow, but few seem
to have realized that the rate of economic growth
recorded in India since 1951 has been in fact higher
than that recorded in Japan during what may be regarded
as its corresponding stage of development. Compared
to the 3} per cent rate of growth which (at the minimum)
appears to have been achieved in India between 1951
and 1963, the rate of growth of real national income in
Japan was slightly less than three per cent per annum in
the period 1893 to 1912 and did not go up to more
than four per cent per annum even in the fcllowing
decade (Sez Kazushi Ohkawa, The Growth Rate of the
Japanese Economy since 1878, p.21).

8

It is my view that we have also been under-estimating
the growth of employment in the economy during this
period. There is of course little reason to be complacent
about .what has been achieved so far in this direction.
Still it is important not to under-rate the impact that
the growth process already initiated has had on the
employment position. For, by so under-rating, one
may be misled into accepting policies which do not help
the growth process but are meant solely to generate a
larger volume of employment with the same rate of
growth of output as before, and which may well result
ultimately in slowing down the rate of growth itself.
(Extension of what are described as ‘common production
programmes’ to all consumer goods industries—which
is now being advocated by some—is a good example of
a policy which is likely to promote émployment only
at the expense of growth and can be therefore expected
to fail even as an employment-creating programme).

The main reason for my suspecting the employment
estimates of the Planning Commission is that the growth

of income in two sectors which offer considerable
employment potential in India—namely ‘small-scale
enterprises’ and ‘services’—appears to have been

considerably under-estimated. If the output of small
scale enterprises has been growing at the rate of six per
cent per annum (as indicated by the revised national
income series for 1955-59) and not at a rate of less than
one per cent per annum as indicated by the official
national income series, the additional employmert
created in this sector must be more than is taken credit
for in the Planning Commission estimates.

Mcreover, growth of commodity production in an
economy which is itself getting rapidly commercialized
opens up a very wide range of employment opportunities
in the services sector, not only in trade and transport
but in a number of other associated services. Here
too the growth of employment during this period has
very probably been under-estimated.

There are also other bits of circumstantial evidence
which support the view that the growth of employment
has been greater during this period (except in some
regions) than recorded in the official estimates.

Private Consumption

What is nevertheless true is that, despite a rate of
growth of national income of three to four per cent per
annum, and most likely a faster growth of employment
than has been recorded in the official estimates, the leve}
of private real consumption per capita in India has not
risen very significantly during this period. Since 1960-61
there is evidence of even a slight decline in this level.
It is perhaps this slow rate of growth of per capita
private consumption, and the absolute decline in it in
the last three years, that is responsible for the view now
being advanced that the policies underlying planning
have not brought as much benefit to the common people
as was expected.

The almost insignificant rise in private consumption
per capita in India over the last decade is indeed a
matter for serious concern, particularly when one
considers how low it was to begin with. Irrespective of
other differences in political views there will be general
agreement that no planning or development programme
can justify itself in India unless it makes a significant
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contribution to raising consumption standards in
a reasonably short period. In fact it is precisely for this
reason that many people believe that a much higher
rate ¢f growth of national income should be aimed at
and realized in the next few years.

But before one draws any inferences about planning
policies and the direction in which they need to be
changed it is important to understand clearly why
private consumption per capita has not been rising as
rapidly as national income has been in the last 12 to 13
years.

There are three reasons why per capita private
consumption may not rise as fast as national income,
First, as national income grows, larger and larger
proportions of it may be diverted away for investment
purposes, in which case so much less will be available for
consumption, Alternatively, even if what remains for
consumption is large enough, government’s own
consumption requirements may absorb a large propor-
tion of it and to that extent there will be less left for
private consumption. And lastly, even if what is left
for private consumption is reasonably large after meeting
all the investment requirements and the mneeds of
government consumption, private consumption per
capita may register no increase if there is a rapid growth
of population.

Share of National Income

In India, both capital formation (on public and
private account) and government consumption expendi-
ture have been growing as a proportion cf national
income. In 1950-51 net capital formation (excluding
inventory accumulation) in the economy accounted
for only about six per cent of the national income
and government consumption expenditure for somewhat
less than 6} per cent; their total draft on national output
was therefore less than one-eighth of it. By 1955-56
however the share of the two together had gone up
from less than 124 to nearly 17} per cent of the national
income, and by 1960-61 to about 20 per cent. With
the growth of defence expenditure after the Chinese
attack their share has gone up still further and in
1963-64, was nearly one-fourth of the total national
income.

Part of the increase in investment in the economy
has no doubt been met by foreign aid, and this has to be
allowed for before estimating how much of the increase
in national income during this period was left for private
consumption, In the early years of the Second Plan
period, the import surplus of the economy (which
represents the real addition to resources from foreign
aid) was a high proportion of both investment and
national income. Thus, in 1957-58, when net capital
formation (excluding inventories) was only about 10
per cent of the national income, the import surplus
amounted to as much as 43 per cent of the pational
income. Consequently though investment and govern-
ment consumption requirements together amounted to
over 19} per cent of the national income in this year,
the amount that had to be covered by domestic resources
was only a little over 14} per cent.

Since then, however, the position has changed in two
respects: the share of investment and government
consumption has gone up, but the import surplus as a
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proportion of national income has gone down. Thus,
in 1963-64, when investment and government consump-
tion together accounted for nearly one-fourth of the
national income, the import surplus of the economy
was only a little over 2% per cent of the national income,
As a result, the residual left for private consumption
requirements in 1963-64 was only a little over three-
quarters of the national income (compared to over
87 per cent in 1950-51 and over 85 per cent even as late
as 1957-58).

Contributory Factors

It is this decline in the share of national income left
for private consumption, together with the rapid growth
of population, which has been coming in the way of a
more rapid rise in per capita consumption during this
period and actually reducing it in absolute terms since
1960-61. Those who are interested in the details of the
statistics on which this inference is based may look at
appended table (See page 14); others who are prepared to
take the details on trust will perhaps be content with the
end-result that, according to these estimates, per capita
private consumption (at 1948-49 prices), which amounted
to Rs. 203 in 1950-51, rose sharply to Rs. 229 in 1953-54,
then more gradually to Rs. 242 by 1960-61, and has
since fallen to Rs. 238 in 1963-64. It is significant that per
capita private consumption fell by about one per cent
in 1963-64 despite an estimated increase of nearly 4}
per cent in national income in this year.

The reasons for the decline in the per capita consump-
tion level in the last few years, and the extent of res-
ponsibility of each contributory factor, will be evident
from this exercise. It will be seen that, between 1960-
61 and 1963-64, there has been only a very small rise
in the percentage of real net investment to real natignal
income in the economy. It is the increased requirements
of government consumption (more particularly the
requirements of defence), the demands of the rapidly
growing population, and the slightly reduced dependence
on foreign aid (expressed as a proportion of national
income) which —in that order of importance—have
pushed down per capita consumption in real terms
during this period. We have not made any allowance
here for growth in inventories; if we do so, the decline
in per capita real consumption may be a little more.

A word should be said here however about the
growth of government consumption during the period
1951-1963. The entire increase in government con-
sumption is not explained by additional expenditure on
administration and defence. Nearly one-half of the
increase in government consumption is accounted for
by the expansion of social and developmental services
such as education, health, and agricultural extension.
These can be regarded as items of collective consump-
tion made available by the government to the public,
and thus as something to be added to direct private
consumption. In fact in a developing economy the
share of such collective consumption will have to grow,
and thus a large part of the additions to the tax revenue
of the government will have to be used merely for
substituting collective fcr individual consumption. To
some of the implications of this I shall return later.

But if for the present, we ignore the items of collective
consumption and regard government consumption as
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a diversion of resources from private consumption, it
will be evident that given the rate of growth of popula-
tion the rate of investment, government’s consumption
requirements, and the rate of absorption of foreign
aid, larger increases in per capita private consumption
would have been possible only if national income had
grown at a faster rate. Thus, if national income had
grown at the rate of six per cent per annum between
1960-61 and 1963-64 (as projected in the Third Plan),
per capita private consumption would not have fallen
but would have continued to rise and at the rate of
nearly two per cent per annum in spite of the additional
requirements of defence.

Agriculture

It is in this context that some of the other propositions
that are now being advanced become relevant, such as
that a higher rate of growth of national income could
have been realized during this period with the same
rates of investment if only a smaller proportion of it
had been tied up in heavy industries and more allotted
to agriculture.

Agriculture, it is said, yields more output per unit
of investment, and also that investment in agriculture
has a shorter gsstation period. On this reasoning, the
larger the proportion of investment allotted to agriculture
the greater would be the rate of growth of national in-
income, at least for some years to come.

It is very necessary to consider how far these pro-
positions are trve. It is particularly important to
examine the reasons for agricultural production not
rising more rapidly than it has been. According to
the available national income data, income from ‘agri-
culture’ (valued at constant prices) has increased by
only about one-third over the period 1951-63, while the
income from all the other sectors put together went up
by nearly 70 per cent. If there has been some under-
estimation of the growth in income in the non-agri-
cultural sector (as there is reason to suspect) the diffe-
rence in the rates of growth would be even greater.

Apart from a low rate of growth in the agricultural
sector being an important factor in bringing down the
over-all rate of growth of the economy, a high rate of
growth of incomes in the non-agricultural sector un-
accompanied by adequate increase in agricultural
production can generate serious tensions within the
economy. This, in fact, appears to be what is happen-
ing now.

If therefore it can be convincingly shown that it is
the investment pattern in the Five Year Plans that is
responsible for the relatively low rate of growth of
agriculture the case would be made for a major shift in
economic policy in the interests of more rapid and
harmonious growth of the economy as a whole.

A low rate of growth of agricultural production may
however bz due to a variety of reasons, It may be
due to the poor quality of the initial resource endowments
(such as of climate and soil); or the non-availability of
supplementary inputs (like irrigation water and ferti-
lizers) in the right quantity, at the right time, and in the
right combinations; or uncertainty about the price of
the output acting as a disincentive to incurring the
cost of these inputs; or institutional arrangements like
a high rent on land, high rates of interest, or crop-
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sharing coming in the way of the producer getting an
adequate rate of return.

It is only if the investment pattern in the Five Year
Plans has been responsible for adequate quantities of
supplementary inputs not becoming available in the
required ratios that it can be legitimately held res-
ponsible for the shortfalls in production; the rest are
either limitations inherent in the basic resource endow-
ment or failures of economic organization which have
very little to do with the overall pattern of investment
in the economy.

The issue has to be only posed in this way for the
answer to become fairly obvious. Though Indian
agriculture can undoubtedly do with more irrigation
and more fertilizers we have been witnessing for some
time the rather astonishing spectacle of under-utilization
of the irrigation facilities already ‘made available and
of stocks accumulating of unsold fertilizers. There are
obviously a number of reasons for this and if they are
closely examined and taken action on, it should be
possible to eliminate such under-utilization of available
mputs. But all the conceivable reasons for this kind
of under-utilization are of an organizational character
and do not seem to have anything to do with the invest-
ment policies in planning. In any case, as long as
such under-utilization exists, it is hardly reasonable to
say that the inadequacy of investment in the production
of these inputs has been the main bottleneck in the more
rapid expansion of agricultural output.

Less on Heavy Industry

The proposition that investment in agriculture has
suffered on account of the emphasis on heavy industry
is not also substantiated by the available data. Over
the period 1951-1963 more than Rs. 2000 crores have
been spent on development of agriculture by the G8vern-*
ment as part of the Five Year Plans, while the total
expenditure on large and medium-scale industries
(including mineral development) in the public sector
has amounted during this period to less than Rs. 1400
crores. Even if the provision for approved programmes
of development in the private sector were included,
the total outlay on the development of manufacturing
industries in the public and private sectors together
during this period is likely, if at all, to exceed the Plan
outlays on agriculture by only a very small margin. We
are excluding here the private investment in agriculture.

It is also perhaps worth mentioning that less than
Rs. 600 crores of the total expenditure on agricultural
development during these twelve years was spent in the
First Plan period; the rest, amounting to nearly Rs, 1500
crores, was spent in the period 1956-63. Thus not only
was there no reduction in the allocation for agriculture
from the time that heavy industry began to receive more
attention but the rate of outlay in the subsequent period
has been about twice as high per annum as it was earlier.,

Moreover, in the implementation of the Plans it has
been always the allocation for industry that has been
cut or postponed whenever there has been a shortage
of scarce resources like foreign exchange. 1In 1957, waen
an acute shortage of foreign exchange developed, the
allocation for the development of the fertilizer industry
was placed outside the *core projects’ not on the ground
that it was required only for agricultural development
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but because the fertilizer projects had not yet been
started and it was thought to be a heavy industry with
a long gestation period !

It is therefore difficult to understand precisely on
what ground it is asserted that agriculture has received
relatively less attention in planning so far or that the
priority given to it has been lower than that given to
heavy industry. Presumably the reascning is that,
since the rate of growth of agriculture in the last decade
has been lower than in any other sector of the economy,
it must be because it was given a lower priority !

The reasons for the relatively low rate of growth of
agricultural production should be really sought elsewhere.
I have already indicated some of the other possible
reasons for such low rate of growth. However I would
like to draw attention to a few of them in a little more
detail, as I feel that there is a tendency now to ignore
them altogether,

Resource Endowments

Most people who compare agricultural productivity
in India with performance in other countries like Japan
do nct, I think, make adequate allowance to begin with
for the difference in resource endowments. A very
high proportion of the cultivated (and cultivable) area
in India is rather arid land with inadequate and uncertain
rainfall. Less than a third of it is irrigated, and what
is worse the scope for extending irrigation in the rest of
the area is much less than is generally imagined. Most
of the readily-usable river waters have already been
drawn upon by irrigation projects constructed in earlier
periods, and the projects that can now be taken up for
this purpose are not only much fewer in number but
are likely to prove very much more costly per unit of
additional land irrigated.

Rather pointed attention was drawn to this fact
by the Census Commissioner of India in his report on
the population census of 1951, but apparently it has
not been taken very much note of. 1 shall therefore
reproduce some extracts from this report:

...... we are far too apt to imagine that our country
is poorly equipped with irrigation, as compared with
other countries of the world. From this it is deduced
that we have a much larger leeway to make up than
other countries. This is entirely wrong...... we
have already gone very far in developing the use of
usable resources of water, just as we have already
gone very far in developing the use of usable
resources of land...... Such figures as there are
go to show that India irrigates a higher proportion
of its crops than the world as a whole and that
probably no other country except China irrigates
a higher proportion...... It is necessary, however,
to face the fact that, with every new advance made
in the utilization of usable water supplies, the real
cost (and not merely the money cost) of new works
necessary for making a further advance has been
increasing.” (See Census of India, Volume I,
Chapter 5).

This is not to deny of course that there are still some
ways of extending irrigation at a relatively low cost,
such as through what are usually described as ‘minor
irrigation projects’. But it i3 important to recognize
that most minor irrigation schemes suffer also from
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certain technical limitations (such as excessive depen-
dance on rainfall); that the scope for exteasion of
irrigation through major projects based on river waters
is now quite limited; and that any significant extension
of irrigated area through such projects can probably be
undertaken only at much higher cost than is generally
allowed for.

One would therefore bs making a more realistic
assessment of the possibilities of agricultural develop-
ment in India if one recognised clearly that a high rate
of growth of output and income in this sector can be
realized at reasonable cost only by measures such as
improving the extent of dependability on irrigation in
areas where it is already being provided; ensuring by
all other ways+the full utilization of available irrigation
facilities; increasing the application of such other in-
puts as are not too costly and yet can raise the producti-
vity of land; and diverting land from less valuable to
more valuable uses. This would also make it possible
to arrive at a more informed judgement of the reasons
for the agricultural sector not growing at a faster rate
than it has been, and to decide what precisely needs to
be done now to accelerate the rate of growth.

Organizational Defects

It is difficult to pursue this line of analysis at any
great length within the confines of this discussion.
Some of the relevant considerations are already fairly
well known. For instance, in many of the areas in
which irrigation has been made available, a major
complaint is that it cannot be depended upon with any
degree of confidence; at least some of the reasons for
this are of a purely organizational character. For this
reason other inputs like fertilizers are also not applied,
since the application of chemical fertilizers without
assured supplies of water at the right time is extremely
risky. Uncertainty regarding the price of the product
is another factor which makes producers unwilling to
incur the cost of additional inputs for raising produc-
tion. It is fairly well established that, within the limits
set by these factors, producers have in fact been doing
what they can to increase output and to shift land
from less valuable to more valuable crops.

While most of these facts are now recognized and
there is willingness to consider remedial measures where
necessary, many of those who expre:s serious concern
now about the state of Indian agriculture seem un-
willing to pay much attention to another factor which
has a vital bearing on the rate of agricultural grewth.
In fact the tendency in this regard is in the reverse
direction. [ am referring here to the problem of land
tenures. -

Despite all the land reform mzasures that have besn
undertiken in India since Indepzn fence the fact is
that tenancy is very much more widespread now than
official tatistics would have us believe The effect of
these reforms has been in part to drive some forms of
tenancy underground and make them even more
oppressive than otherwise (~uch as when they take the
form of informal crop-sharing arrangements).

If all these formal and informal arrangements are
taken into account it is likely that as much as 50 per
cent of the total cultivated area is now under one form
of tenancy or another. For obvious economic reasons
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the rent as a proportion of the product is higher on
more fertile land, and the incentive to increase the
application of inputs for raising production is therefore
correspondingly less in these areas. The result is that,
while the strategy of agricultural planning is to concent-
rate on and encourage the application of inputsin
areas where land is irrigated and other natural condi-
tions are most favourable, the land tenures work in
. the opposite direction and more powerfully in these
areas than elsewhere. This is such an obvious point
| that it hardly needs to be laboured,

Ladejinsky’s Report

Yet, when someone points this out, the tendency now
appears to be to play it down or dismiss it altogether.
Thus when Mr. Ladejinsky (a person who was very
closely associated with the land reforms in Japan and
is by no means a novice in this field) referred in a
report last year to the land tenure system in the

| Tanjore District of Madras and its depressing effect on
agricultural development in this area, the report was
suppressed at the instance of the Government of

| Madras (though, I understand, the late Prime Minister
. had written to the Planning Commission suggesting
'that it should be published forthwith). What is more
when an enterprising journalist brought out its contents
recently, the Member in charge of Agriculture in the
Planning Commission took pains to call a Press Con-
ference, dismiss Mr. Ladejinsky’s observations as
‘““untenable and unfounded”, and take the Press to task
for the crime of publishing a confidential document!

There is nothing which Mr Ladejinsky said that is
already not known to many observers in India and has
not been recorded in almost the same terms. Since
he has been charged with misrepresenting facts and
arriving at hasty conclusions, and since this is a very
vital matter, I have done a little research on this subject
and shall reproduce below what he said about the
Tanjore District and what some others who have visited
this region have also observed.

According to the extracts reproduced in the press,
Mr. Ladejinsky had observed that Tanjore (also known
as Thanjavur) was “a district with one of the nation’s
worst land tenure systems™; that 50 per cent or more of
the farmers cultivated wholly or partially leased lands
(mostly on oral leases); that owners were mostly “gentle-
men farmers” and did not directly engagethemselves
in cultivation; that rents ranged from 60 to 65 per cent
of the crop; that there was a startling lack of security
of tenure; and that, if land tenure conditions were a part
of the criteria for selecting a district for the ‘Package
Programme’, this district would not have qualified for
it. All this has been officially disputed, and the official
version has now apparently the approval of the Planning
Commission.

The facts mentioned by Mr. Ladejinsky have how-
ever been substantially confirmed by at least two others
in the course of the last year. Here are some well-
supported and very revealing extracts from a detailed
report on the working of the Package Programme in
this district by Mr. B.G. Verghese, the well-known
Special Correspondent of the Times of India (see issue
of June 4, 1964):

“The Grand Anicut across the Cauvery built by
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Raja Karikala Chola some 1700 years ago still stands
as a monument to the agricultural prosperity of
Tanjore district which grows as much as 25 per cent

of the paddy raised in Madras...... Tanjore was
an obvious choice for the intensive agricultural district
programme for paddy...... The average paddy

vield is about 2000 lb—more than double the national
average but modest in comparison with the average
of 3000 Ib obtained in Coimbatore and Salem and
the 8000 Ib secured by individual farmers in the
district itself in crop competitions. The IADP
has set itself the initial objective of raising average
yields to 30001b............ A

“Since the larger applications of fertiliser are cal-
culated to give handsome returns in terms of increased
yields, especially in areas of assured irrigation, the
reluctance of the Tanjore farmer to invest beyond a
certain point in the fourth year of the programme
suggests the existence of some inhibiting factor.
This is probably to be found in the tenurial patiern
prevailing in the district........ The small holder
1s very often the more efficient farmer and works his
field more intensively. The real problem however
lies in the fact that the large mirasdars, who possibly
own up to half the land in the district, more often
than not prefer to engage tenants or agricultural labo-
urers rather thaa cultivate the fie'ds themselves. . ... k
j It is estimated that about 40 per cent of the agri-

" cultural familes are pure tenants or owner-tenants,

that is small landholders who lease out adjacent plots
in order to make up an cconomic holding. Some 20
per cent of the tenants hold oral leases which deprive
them of any legally enferceable tenurial status.
Although the law prescribes that the owner shall
not be entitled to more than 40 per cent of the produce
as rent, such is the pressure of population dn the

land...... that the landlord often appropriates 50
or 60 per cent of the crop or more.”
“....a landlord owing less than the ceiling can, in

certain circumstances resume lands leased by him
prior to 1956.... Eviction is permissible for non-
payment of rent. The whole tenancy position is
obscure because of the absence of a record of rights

...... The entire tenurial system is sanctified by
tradition”. ' )
“The pattern of cooperative borrowing......

shows that the land-owning class has been the
largest beneficiary of the package programme in terms
of farm plan coverage while relatively few oral
lessees have been drawn into the scheme so far....
In other words, the credit offtake and hence the in-
vestment and willingness to take risks has tended to
shrink with the decline in the tenurial status of the
cultivator. The only exception is the owner-tenant
who invests even more than the owner presumably
because the logic of his leasing additional land to
make up a viable holding would disappear if be did
not seek to maximize his yields™. ' .
«The panchayats and panchayat unions (samitis)
have been drawn into the programme and a lot of
good work has been done. Nevertheless, land
reforms that will in fact ensure security of tenure
and fair, fixed rents on the basis of a complete, up-
to-date and accurate record of rights are urgently
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necessary in Tanjore as in most other parts of

India. Unless the majority of the cultivators are

appropriately motivated the gains will be marginal”.

A similar assessment about the working of the
Package Programme in the district has been given
also by the Agricultural Correspondent of The Hindu,
a journal which cannot be even remotedly suspected
of any radical tendencies (see The Hindu Weekly Review
of May 4, 1964) :

“An increase of 11 per cent in the over-all district
yield and about 20 per cent in the Package area
over the basic yield level of 1340 1b. of rice per
acre in 1959-60 has been claimed. Statements of
ryots in this district also corroborate this esti-
mate....”

““Compared to Thanjavur, the Package Programme

in West Godavari district appears to have made

quicker and more substantial progress. Yield levels
have increased during three years by 26 per cent
for the Kharif crop and 35 per cent for the Rabi
crop because of a higher offtake of fertilizers and
care in maintaining fertility of the soil by applying
adequate organic matter....Nearly 95 per cent of
the heldings in West Godawari are owner-cultivat-
ed and the receptivity of the farmers to new methods
is high,.,:In Thanjavur, on the other hand, over

50 per cent of the holdings are cultivated by tenants,

many of whom are quite indifferent to the intensi-

fication of agriculture. The Package Scheme is
bring implemented in effect only by 50 per cent of
the farmers”.

I have quoted these reports at length not only as
evidence in suport of the observations made by Mr.
Ladejinsky but to indicate the nature of the factors
underlying the disappointing performance of Indian
agriculture. It seems to me that these two accounts of

“the working of the Package Programme in the Tanjore

district (the region usually referred to as *““the rice bowl
of the South™) bring out the real reasons much more
clearly than all the statistics and arid reviews of the
agricultural development programmes which are put
out by the Pianning Commission and other similar
agencies from time to time.

Political Factors

It will be evident that, if the rate of growth of
agricultural production has not come up te expectations,
the explanation is to be found not se much in the
higher priority supposedly given to heavy industry in
the Five Year Plans but in the lower priority given,
within the agricuitural sector, to the actual cultivators
in favour of landlords. The reaction of the Member
in charge of Agriculture in the Planning Commission
to the publication of extracts from Mr. Ladejinsky’s
report, and the embarassed silence with which this
reaction was received by others more perceptive and
knowledgeable within the Government, are also indica-
tive of the political factors which contribute to this
situation in agriculture.

It would not of course be correct to say, either on
deductive reasoning or on the basis of known experi-
ence, that agricultural production cannot be raised
at all without radical land reform. If irrigation is made
available and two crops can regularly be grown during
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the year on land which would otherwise grow only
one crop (or one main crop and second weak one),
production is bound to grow. Even if rents are high
it may still pay to buy fertilizers and increase produc-
tion. All this is illustrated by the experience of
Tanjore itself, where yields are higher than the national
average and production has been growing in spite of
an oppressive system of land tenures.

Japanese Experience

In Japan too, in an earlier period, the experience
was similar.  According to a recent publication of the
Japanese FAO Association, in the first four decades of
this century nearly one-haif of the cultivated land in
Japan was under tenancy. The landlords’ share of
paddy output on tenanted land was also as high as 58
per cent towards the turn of the century. Yet, as the
publication goes on to point out, “notwithstanding the
institutional limitations. . . .agriculture showed a rapid
growth between 1878 and 1912....Between 1878 and
1912 gross output increased by 121 per cent or an
average annual increase of 2.7 per cent”. (See Japan
FAO Assaciation, Agricultural Development in Japan,
p.-8).
It is however interesting to note that even in Japan
the rate of growth of agricultural production did decline
later in spite of increased input of chemical fertilizers.
Thus, between 1908-1912 and 1933-37, agricultural
production increased by only 40 per cent. It required
the land reform of the fifties to bring about the specta-
cular growth of agricultural productivity in Japan about
which we now hear so much.

It is perhaps not altogether a coincidence that
agricultural production in India too, which has also
been growing at the rate of nearly three per cent per
annum, is now showing signs of slowing down (th3ugh °
it is too early to conclude that it is in fact slowing
down). In any case, it seems to be a reasonable
inference from the facts I have cited that, until the
institutional limitations in the agricultural sector are
adequately dealt with, an approach which takes the
form merely of making available some of the necessary
inputs (like irrigation and fertilizers), and even stabliz-
ing the price of the output, is unlikely to accelerate the
rate of growth of agriculture to the extent required for
coping with the present rate of growth of population
and the needs of rising living standards. Until then it
may not also be justified to assume that the capital-
output ratio in agriculture, or the length of the
gestation period of investment in agriculture, will be
any less than in industry.

It is therefore not the development of steel, cement
or machine-making industries which is now diverting
the required resources away from produciive use in
agriculture. It is the whole institutional framework
within which agriculture functions now, and other
factors like thc phenomenal and unchecked growth of
the cattle population in recent years, that are really
responsible for such diversion (India’s cattle populat-
ion grew from 199 million in 1951 to 227 million in
1961 at a faster rate than the human population).
Those who are concerned about the low rate of
growth of the economy, the trends in per capita con-
sumption, and the lot of the common people after so
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many years of planning and development should turn
their attention more to these problems instead of trying
to find a scapegoat (as they seem to be doing now) in
the larger investment policies underlying the Five Year
Plans or (more particularly) in the attention that has
been given upto now to the development of heavy
industry.

Here, I have examined some of the current hypothes-
es about development and economic policy. In the
light of the analysis I have given I shall try to set out
in the next article the main lines of policy which, in my
opinion. should be followed to cope with the problems
the country is now facing.

(To be concluded next week)

GROWTH OF PER CAPITA PRIVATE CONSUMPTION
1950-51 to 1963-64
(at 1948-49 prices)

1950-51 1953-54 1955-56 1957-58 1959-60 1960-61 1962-63 1963-64
1. National income at 1948-49 prices 8850 10030 10480 10890 11860 12730 13370 13945
(Rs. Crores)
2. Percentage of national income at
current prices accounted for by:
(a) Capital formation (excluding 6.0 5.7 8.6 9.9 8.8 9.6 10.5 10.5
inventories)
{(b) Government consumption 6.4 6.7 8.8 9.7 10.0 10.2 11.9 13.9
12.4 12.4 17.4 19.6 18.8 19.8 22.7 24.4
3. Import surplus as percentage of —0.3 —0.3 0.3 4.7 1.7 3.1 2.7 2.6
national income at current prices
4. Residual of output left for direct
private consumption:
Percentage of national income at 87.3 87.3 82.9 85.1 82.9 83.3 80.3 78.2
current prices
In Rupees Crores at 1948-49 prices 7326 8756 8688 9267 9832 10604 10736 10905
5. Population (in millions) 361 382 397 413 429 438 448 458
6. Per capita private consumption per 203 229 219 224 229 242 240 » 238 .

annum (in Rs.) at 1948-49 prices
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DEVELOPMENT AND ECONOMIC POLICY—II

Towards Positive Realism

by K. N. Raj

This is the second and concluding

i
instalment of a series of lectures

delivered by Dr. K. N. Raj under the auspices of the Indian Council of World
Affairs, New Delhi. The first instalment appeared in Mainstream, October 10.

the hypotheses that have been put forward in explanation

of pressures which have been developing in the Indian

economy for some time. These pressures have recently
assumed serious proportions, and there is therefore a danger that
under the stress of these pressures policies are accepted and revers-
ed without adequate thought to their various implications.

Unfortunately much of the current controversy is also at a
doctrinal level with reference to personalities and out-moded eco-
nomic theories and in terms of emotionally-charged political
terminology like ‘deviationism’ and ‘non-deviationism’. Not

much rational thinking is likely to go into the making of economic
policy in this way.

In fact, for this reason, the greater danger now is that no explicit
decisions are taken either way about any problem which really
rejuires attention; matters are allowed to drift; and policies are
ultimately adjusted from time to time in the name of flexibility
and pragmatism in such a manner that they lose whatever character
and direction they have.

In a changing, growing economy with problems of a magnitude
that no other country in the world has probably ever faced, obviously
one should be prepared to reconsider and change particular policies
in the light of circumstances and there is no need to apologize
for it. The more clearly this is recognized the more uninhibited,
honest and useful will discussion on such matters become, and
thare would also be less scope for short-sighted adjustments of
policy to political and economic pressures being passed off as
evidence of a positive, pragmatic and realistic approach.

THE first article was devoted to an examination of some of

Current Controversies

Current controversies about the size of the Fourth Five Year
Plan have about them an air of unrealism for these same reasons.
There is one school of thought which believes that a total develop-
mant expenditure of around Rs. 22,000 crores is the minimum
necessary during the Plan period to achieve a rate of growth of
national income of six to seven per cent per annum. There is
another which asserts that it is unrealistic to programme for an
expenditure of more than Rs. 18,000 crores since it would lead to
inflation.

Some of those who argue in favour of this lower figure say that
a rate of growth of six to seven per cent can still be achieved, and
go on to demonstrate this by cheerfully (and rather hopefully)
assuming a lower capital-output ratio in their Plan models. Others
are a little more consistent and admit that, since inflation is the
most serious danger of all that has to be avoided at all cost, a
lower rate of economic growth is the price that should be paid for
1t.

Some of them go further and claim that, since a higher rate of
economic growth than is possible to achieve with a non-inflationary
investment programme cannot be realized by a policy which
results in inflation and wislocation of the economy, this is really
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the highest rate of growth that can in fact be realized, and that it is
only a question of choosing between this maximum feasible rate

of growth without inflation and the same or a lower rate with
inflation.

All this is extremely text-bookish and represents the sort of
elementary reasoning which one would expect to have been set
out and digested at the very early stages of the thinking on problems
of development in an economy with a rapidly growing population
and a low rate of economic growth. That arguments of the sort
mentioned above should be still put forward and seriously debated
at this level of generality by distinguished economists, economic
journalists, and others in the fourteenth year of Indian planning
is not a matter which any of them can be complimented upon.

Population Growth

As I tried to indicate in the earlier article the Indian economy
has achieved during this period a rate of growth of 34 to foar per -
cent per annum, This is not something to be ignored or under-rated,
since the rate of economic growth achieved even in a country like
Japan until the ’fifties was not very much higher and was at times
even lower. The only reasons for thinking in terms of still higher
rates of growth are:

(i) the high rate of growth of population in India now (much
higher than was experienced in Japan in its cortesponding
stage of development);

(i) the extremely low level of per capita consumption in the
country (one of the very lowest perhaps in the world);

(iii) the size of the idle manpower which the economy has been
wastefully carrying for decades and which could be put to
better use;

(iv) the inability of agriculture to absorb a larger population in
productive employment and the need therefore to find non-
agricultural avenues of employment for the growing popu-
lation, and

(v) last but not the least, the simple, humane and also nationalist
sentiment that we ought to be able to provide to our people
within a reasonable period of time a minimum of the creature
comforts and sense of economic security and equality which
modern science and technology have made possible to provide
and which a growing number of other countries are now in
fact able to provide.

All this is indeed familiar ground, and it should not even be
necessary to repeat it but for the tendency of some who are them-
selves in comfortable positions of affluence and economic security

to associate realism with only the maintenance of the purchasing
power of the rupee.

The present rate of growth of population in India is now perhaps
nearer three per cent per annum than two per cent, and if this is
true the growth of population per annum must be now around
13 to 14 million. (Every five years we shall be adding to our
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population as much as the entire population of Japan). That a
stage has been reached when family planning has to be given the
first priority is therefore self-evident.

But even if measures of family planning are probed through
with greater vigour than they now are, it will be some time before
they begin to have a significant impact on the rate of growth of popu-
lation. Even if therefore only a third of the present addition to
population seeks employment the economy should be in a position,
within a few years from now, to offer such employment to nearly
4—5 million per annum. )

And since agriculture is already over-crowded such addit[ona]
employment has to be found in non-agricultural occupations.
A little knowledge of arithmetic is all that isnecessary to work
out the order of magnitude of the rate of economicgrowth which
would be required to offer this kind of employment on the re-
quired scale and make possible a rate of growth of,say, three
per cent per annum in per capita consumption. o

With the sort of extension of educational facilities which is
being undertaken, it is also extremely unlikely that what is now
largely a latent demand for jobs will remain latent for any length
of time; the chances are that it will not only come into the open in
a few years time but come out with all the violence and ugliness
that such phenomena tend to display when the ground is not
already prepared for them. Even on the most conservative
ground therefore, the case for a much higher rate of economic
growth in India is so obvious that it is difficult to see on »\(hqt
ground (except sheer short-sightedness) can onc argue that it is
more realistic to aim at lower rates.

Willingness for Action

Whether the rate of economic growth to be aimed at should be
seven per cent or nine per cent is not at this stage a matter worth
arguing about. Allthat is needed is willingness to consider and imple-
ment policies which will raise the rate much above the level so far
realized. It is clear that unless the rate of growth of national
income is of the order of seven per cent per annum it will be
impossible to raise the living standards of the population even at
the moderate rate of three per cent per annum.

Once the considerations set out earlier are accepted it is clearly
the minimum necessary ratc of growth. There is no reason why
even higher rates of growth, say nine per cent per annum, should
not be aimed at. If the recent growth expericnce of Japan (which
is often cited in India) has any significance it is that rates of growth
experienced in earlier decades by Japan itself and other countries
are in no way an indication of the maximum rate of growth that
can in fact be realized.

With a rational approach to the technological and scientific
possibilities now open, rational economic policies, and supporting
institutional and organizational changes, a rate of economic growth
of nine per cent per annum is not something that cannot be
achieved (at least for a certain period). But since we have so
much leeway to make up in all these directions there is no harm
in settling for a lower target.

An examination of our economic perforimance in recent yeors
will show that, in the sector of manufacturing industries organized
as factory enterprises, the rate of growth realized lately is already
well above seven per cent per annum. The index of industrial
_production is now heavily weighted by four traditional industries
—cotton textiles, jute textiles, sugar and tea—which have becn
growing at a relatively low rate (due partly to the constraints sct
by the rate of growth of agricultural production).

The other industries, which have been recsiving most of the
investment outlays in the last decade, are given only a weightage
of 50 (out of [00) in the index of industrial production. If only
this latter group is taken into account their rate of growth in recent
years will be found to have been as high as 15 to 16 per cent per
annum,

As indicated earlier there is reason to believe that the rate of
growth of small enterprises and of services has been higher than
recorded in the official national income estimates. If, therefore,
the non-agricultural sector is taken, by itself, the rate of growth
achieved in recent years has probably been already of the order
of six per cent per annum (if not a little higher). The main problem
has becn with the agricultural sector which has been growing at
a much lower rate.

The difficulty here has been not so much the inadequacy of
investments for increasing the availability of inputs necessary for
raising production but the absence of other necessary conditions to
give producers the incentive for applying the inputs already
available.
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It will be obvious from the above why the current controversy
about the size of the Fourth Plan appears rather phoney and unreal.
If agricultural production does not grow more rapidly than it has
been, neither an outlay of Rs. 18,000 crores nor an outlay of
Rs. 22,000 (or even Rs. 24,000) crores will make it possﬂ?le to
achieve a much faster rate of growth than has been realized in the
last decade. What is more, even an outlay of Rs. 18,000 crores
is likely under these conditions to generate the same sort of
inflationary pressures as we have been witnessing in recent years.

Agricultural Production

It is therefore the rate of growth to be aimed at in agriculture
and the measures nccessary to step it up which we should be
arguing about, not whether a little more or a lictle less should be
invested in the other sectors of the economy. . m .

The investments required for different manufacturing industries
to sustain different rates of economic growth can be calculated with
input-output matriges on different assumptions, and the scope for
differences of opinion can really be narrowed qown very consider-
ably once the necessary rates of growth are agreed upon. [t may
be that an investment allocation corresponding to the figure of
Rs. 22,000 crores is what is required for the development of manu-
facturing industries in the Fourth Plan period; it may be that thcqe
is some scope for reduction; it may also be the case that even this
is an under-estimate. ;

However this question can be settled by a closer technical
examination. - But if agricultural production does not grow, and
prices risc all round in consequence, targets of investment outlay
both in the industrial and non-industrial sectors will be realized
only at rising levels of prices and the real increases in investment
may to that extent be lower.

Perhaps it is precisely for this reason that there. has been
recently a greater willingness to settle on a high figure of investment
outlay in the Fourth Plan. After all, when prices risc. some of the
planned outlays can be postponed, particularly if to begin with a
distinction is drawn between a basic and a ‘supplementary
programme. Moreover, if prices rise even.after such re-phasing
of investment outlays, the money targets of investment expenditure
can be shown to have still been realized, as indeed they have been
in the last few years. Any consensus of agreement reachﬁd on
such premises is neither desirable nor helpful for the formulation
of a clear and operationally useful programme of action.

In any realistic programme that is designed to accelerate rates
of growth there must be a fairly completec agreement on tie
measures necessary for raising the rate of agricultural expansion
above the realized levels of two to three per cent per annum. For
this, adequate attention must be paid to three basic preconditions
of rapid agricultural growth. ) .

In the first place, in a country in which pressure of population
has made it necessary to extend cultivation to land of sub-ma_rgma_l
quality, and the initial resource endowments (in terms of soil and
climate) are not in more than half of the _cpltlvatcd area, rqa[ly
very favourable for intensive cultivation, raising 'the‘ preductivity
of land to any significant extent requires apphcatlon of o‘thcr
inputs like supplies of irrigation water, fertll}zers and beiter-
quality seeds. The supplies of these have to be mcrgased as much
as possible. Some of them can be provided at relatively low cost,
others at only a higher cost, and obviously these cost considerations
will also have to be taken into account. -

Further, there are certain important technical conditions to be
satisfied if such inputs are to be made eﬂ‘iciept use of. For instance,
it is no use providing chemical fertilizers w!thout adequate supplies
of water, or making available water or fertilizers a few weeks alter
they are required. Each crop has its own particular pattern of
water requirements, and if the irrigation authorities have different
notions about the time-pattern of the releases of water from
reservoirs, not only can the water not be made much use of but the
cultivators who apply chemical fertilizers in antictpation of more
timely supplies will learn never to trust either irrigation or chemical
fertilizers. , -

Inadequate attention to such apparently small matters 0
detail by persons who are in charge of agricultural develop-
ment programmes is responsible for_ some of the present _under-
utilization of inputsalready made a\{allable. Furthqr increasing the
supply of such inputs and improving the orgam;guona] set-up
for their distribution is  thus the first pre-requisite of more
growth. Whatever investment is required for this purpose should
paturally get the highest priority. .

Sincg, however, the real cost of supplying some'of these 1'npults
is high it is not enough just to make them physically available.
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The producers should have adequate incentive for using them.

This problem has two aspects, one a simple price aspect and the

other a more deep-rooted institutional aspect. The price

a}ispczct has ijtself a number of facets and we shall consider them
rst.

Price Incentive

It is  possible that the price of the products relatively to the
price of the inputs is not high enough to make it worthwhile to
apply more of the latter to raise agricultural production beyond
a point. However, if we have in mind only inputs like better seeds,
irngation water, and fertilizers it should be possible to set this
right fairly easily.

The price of the product could be raised slightly if necessary,
and this should suffice to cover the additional costs'of using these
inputs; alternatively, a subsidy could be given on these inputs and
the expenditure covered by taxation at some other point, But if
labour is also one of the additional inputs required (and it certainly
is), and this has a cost for the producers because they depend
largely or wholly on hired labour, the incentive can be given only
by a much larger rise in the price of the product or an even larger
subsidy on the other inputs.

So when the case is made for such a rise in price or subsidy
one should be careful to ask whether the underlying assumption
is that farming is done by cullivators with their own labour or
that is is thought necessary to compensate large and medium scale
farmers (somz of whom might even be described as capitalist
farmers, noi merely as big peasants) who depend heavily on hired
labour.

It is one of the great merits of small-scale peasant farming in
countries with inadequate supplies of land that the input of more
family labour is not regarded in such enterprises as involving any
real cost (since the labour is otherwise idle) and does not therefore
have to be compensated for.

Though this is a matter which requires closer examination it
is my view that, if we are having in mind only the giving of
adequate incentive to small farmers, the terms of trade will not
need to be turned very much more in favour of agriculture than
they were, say, a year or so ago before the recent spurt in
agricultural prices started.

What appears very much more important for stimulating
agricultural production is the removal of uncertainties about
future price. Partly bzcause of the nature of agricultural produc-
tien, and partly due to cartain institutional features, agricultural
prices have genczrally fallen sharply whenever there has been a
significant increase in production. (Even when government has
intervened it has usually done so only after prices have declined
very sharply and a high proportion of the output marketed at
uneconomic prices).

Such fall in prices affects the value of the entire output marketed,
and therefore a relatively small fall can wipe out all the gains
expected from the application of more inputs. Thus agricultural
enterprise which is already a large gamble on weather on account
of the economic dependence on rainfall is exposed to another
serious man-made risk.

It is possible to argue that this does not affect the calculations
of individual farmers since each farmer would normally try to
increase his output and get a larger share of the market and that,
since no farmer bothers about the possibility of the other farmers
acting on the same calculation and thus bringing down prices for
everyone, no harm is really done.

It is difficult, however, to believe that recurrent experience
of sharp falls in prices every time the harvests are good have no
adverse effect on the calculations of farmers and on their invest-
ment decisions. Stablization of prices, and an effective guarantee
of an adequate minimum price, appears to be therefore a very
important requirement on the price front for rapid agricultural
growth. This is now very widely recognized and does not perhaps
need further empbhasis.

However, neither improvements in the supply of nccessary
inputs (like irrigation and fertilizers) nor a price policy of this
sort can by themselves be expected to raise agricultural produc-
tion at the rate necessary to sustain an over-all rate of economic
growth of seven per cent per annum. The simple reason is that all
the calculations of costs and returns at the margin are affected by
the system of land tenures. Land tenures are crucial to the whole
question of incentives in agriculture.
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I have said enough about this aspect of the problem in the last
article and shall not therefore repeat them. But what [ would
like to underline is that if we mean what we say about accelerating
agricultural production, and if we recognize all its pre-requisites
and their interdependence, selecting some of them for the ‘basic’
strategy and ignoring the others for political or administrative
reasons it is really evasion of the whole problem.

Proposals for a ‘land reform holiday’ in agriculture on the
analogy of ‘tax holidays’ in industry ignore the simple fact that,
while tax holidays in industry can be said to have some incentive-
effect on producers in the required direction a land-reform holiday
woulJ reully affect incentives in agriculture in the wrong direction.

It is sometimes argued that, since the political obstacles in the
way of radical land reform are very powerful, and since a vague
threat of land reform has an adverse incentive-effect even on large
farmers who own land and who might otherwise be prepared to
undertake more investment in agriculture, it is more realistic to
put all land reforms into cold storage for a while, and concentrate
wholly on providing the inputs necessary for raising agricultural
production and implementing a price policy which is favourable to
such increases. g

This to me seems a counsel of despair and one that is totally at
variance with the objectives. No programme of agricultural
development aimed at a much higher rate of growth than has been
realized so far is likely to succeed if the basic question of incentives
for those who are engaged in agricultural production in one-half
of the total cultivated area is treated in such cavalier fashion.

Cooperativisation

One can afford to take a more leisurely attitude, or postpone
altogether, other changes in the organisation ofagricultural pro-
duction (proposed carlier and accepted as part of planning policies)
such as co-operative farming. One may legitimately doubt
whether, at the present stage of development, co-operative farming
would offer incentives for intensive application of family labour
to the same extent as peasant farming on owned land. ;

Moreover, such experience as we have so far had with
cooperative farming (and even cooperatives in general) shows
fairly convincingly that, whatever may be their merits in
principle, the whole notion of co-operation is unable to survive
the sociology of our Indian rural structure. Co-operatives
have now become largely a means for the well-to-do to approp-
riate to themselves all the facilities provided by the development
programmes at subsidised rates, and an instrument for diverhing
scarce resources (like fertilizers) from others who are not in a
position to assert their rights.

Extension of co-operatives (except in a few limited spheres
like marketing) has probably to await a much more radical trans-
formation of rural society than has been achieved so far. Co-
operative production can perhaps only follow such transformation,
not itself be the main agency for bringing it about.

I have dwelt at such length on the problem of agricultural
development because it does seem to be the main problem to be
tackled now in accelerating the rate of economic growth. However,
as 1 have been trying to show, it is not simply a matter of increas-
ing the investment allocation for agriculture in the Five Year Plans;
if it were so, the problem would be relatively easy to solve.

More scrious difficultics arise because both institutional and
organizational changes are required immediately for the effective
use of available inputs, and because the agencies which could take
the necessary decisions and implement such changes are them-
selves closely linked, socially and politically, with the sources of
power and patronage in the countryside which are opposed to
radical changes of any sort.

Much of the misunderstanding now about the importance that
has been, and should be, attached to agriculture in Indian planning
arises really from some mistaken notions about the term ‘priority’.
The priority attached to any sector of development cannot be
Jjudged solely in terms of the size of the investment allocation given
to it. One may give the highest priority to the production of
surgical instruments for hospitals, and yet the investment required
for the purpose may be much smaller than for, say, increasing the
supplies of some ordinary household requirements like kitchen
utensils to which the same high priority is not attached.

Priority comes into the picture only when two or more alter-
native uses compete for the same scarce resources and some sort
of ordering is required to determine who shall have how much
and when. 1 think there will be very little disagreement that,
whenever and wherever such competition for scarce resources is
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involved, agriculture should, for a long time to come, get the first
priority in planningin India. .

Another source of misunderstanding on this whole question of
priorities in Indian planning, which is responsible for a great deal
of ignorant criticism, is the popular image of heavy industries-—
which no doubt has been built up and further encouraged by
interested parties. It is widely believed that heavy industries
produce goods which do not add directly to the current supplies
of consumer goods and that the larger their share the smaller
therefore is the benefit accruing directly and immediately to
consumers.

To some extent this view is of course justified. For, if heavy
industries produce only machinery and equipment, they are
certainly not available immediately for consumption (though such
machinery and equipment may be very essential for the investment
required to increase the output of consumer goods). But a very
considerable part of the output of heavy industries are in fact
intermediate goods essential for directly increasing the output
of consumer goods.

In fact, in the case of steel, nearly one million tons of the increase
in output of a little over two million tons_between 1955-56 and
1962-63 has been of bars and rods which are required mainly for
house construction. The output of plates, which are required
for the manufacture of machinery and equipment and for
non-residential construction went up only from 0.06 million
in 1955-56 to 0.31 million tons in 1962-63, and their relative share
in total output in 1962-63 was really lower than in 1937-38.

This kind of product-mix in steel is in fact open to criticism
from the other end that it does not meet adequately the require-
ments of machinery and equipment manufacture in the country,
and that when more steel is being produced at such high cost less
of it should be made available at this stage of development for
consumption requirements.

Intermediate Goods

It is also not recognized widely enough that bulk of the invest-
ment in the Five Year Plans is really on the production of more
intermediate goods which are usable for meeting the requirements
of either consumption or capital accumulation. Thus, in the
Second Five Year Plan, nearly one-half ofthe total outlay in the
public sector was on irrigation, power, transport and communi-
cations. Perhaps about two-third to three-fourth of the invest-
ment in manufacturing and mining was also on intermediate goods
industries. In all, therefore, more than two-thirds of the outlay
in the Plan can be attributed to programmes for increasing the
supply of intermediate goods. The same proportions hold good
in the Third Plan.

The notion that more employment can be created by shifting
investment to consumer goods industries is for this reason not very
well founded. Production of consumer goods requires not only
fabour but intermediate goods, and it is precisely because these
intermediate goods are in short supply that much of the installed
capacity in consumer goods industries is remaining unutilized
now.

It should also perhaps be emphasized that, despite all the high
priority that is supposed to have been attached to the manufacture
of machinery and equipment within the country, it is precisely in
this area that achievements have fallen most short of the targets.
Nor has this been because of the irreducible time-lags involved in
the gestation of these projects. Most of the delays have been
caused either by earlier postponement on grounds of foreign
exchange shortage or due to needless delays in decision-making
and in implementation.

If the long gestation periods in irrigation can be attributed in
part to the sociology of the Indian rural sector, a large part of
of the gestation period of the investments in heavy machine-
manufacturing industrics can be attributed simply to the sociology
of the Indian civil service. Incidentally, the gestation period of
most investments in the sector of heavy industries is even now not
always longer than of investments in major irrigation.

There are many other matters of economic policy with a bearing
on developments one can talk about. I have however chosen to
confine my attention to a few points on which it appears major
decisions are likely to turn. Before I conclude I would however
like to make some brief observations on two or three other matters
which, it seems to me, are very nearly as important and require
attention.

It is evident that the existing capital stock even in manufactur-
ing industries is not being put to the most efficient use, and this
is true in both the public and private sectors. There are many
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reasons for this, some of a purely managerial character,and Ido
not propose to go into them. But I would like to focus attention
on dn important economic reason, namely the inadequate use of
the price mechanism for the allocation of scarce resources.

A very complicated system of controls has grown up over the
last two decades affecting particularly the distribution of scarce
intermediate goods to manufacturing industries. There are,
broadly speaking, two reasons usually given for having these cont=
rols, one to make available these scarce materials to high priority
requirements and the other to keep down their pricesso that the
prices of the final products are not pushed up too high for the
consumers.

The first is a very legitimate and understandable reason in &
planned economy provided priority requirements are defined as
they should be and not in response to pressures from various
interested parties. The second is also an understandable reason
but it is not really good enough because, in most cases, there is no
means of ensuring that when the prices of intermediate goods are
made available at controlled prices the prices of the final goods
produced with thet are not adjusted freely to the prevailing market
conditions. 4

The fact is that in the overwhelming majority of cases the
prices of the final products are adjusted to what the market can
bear, and the producers who are lucky enough to get supplies of
the intermediate goods at the controlled prices pocket the large
margins. Because of these large profit margins black markets
also flourish in these intermediate goods and licenses and quotas
are often secured not for direct use but for resale. This is also
the reason why there is pressure to get priority labels of some sort,
forcing in the process a dilution of the whole concept of priority.

This kind of control system, which serves only marginally
the real purpose for which it is intended and offers high profit
margins in activities which serve no social purpose whatever, needs
to be radically changed. What is required is not complete
decontrol but a more rational method of control at points where
such control will be effective and serve its purpose.

Those who are familiar with the report of the Committee on
Steel Control (with which I was associated) will understand what
sort of alternative control mechanism I have in mind. They will
also recall that, though the recommendations of this Committee
were accepted in principle almost in toto, their implementation
in the case of those categories of steel which are really in scarce
supply remains yet to be seen.

One of the difficultiecs here is that a whole body of vested
interests has grown around most of these controls. Enterpgses
have been set up, using these scarce materials, which cannot really
survive on their present scale of production unless they get their
supplies of these materials at controlled prices and are able to
secure a very high margin of profit per unit of output.

Since installed capacity has been often the criterion on which
licenses and quotas are issued many of them has had even incentive
to instal capacity which they knew could not be utilized. The
result is that many distinguished spokesmen of the private sector,
who are otherwise full of praise for the virtues of decontrol, spcak
in a different tone when it comes to even partial decontrol which
affects them adversely. Sometimes they are also in a position to
prevent or delay decisions in this direction.

Controls and Vested Interests

One of the important reasons why these control systems need
complete review and overhauling is that they are responsible for
weighting the scales heavily in favour of the big enterprises and at
the expense of the small. The big enterprises are in a position to
have, what has been picturesquely described as, their own
‘embassies’ in Delhi and are generally well connected. It is not
very difficult for an ex-civil servant (or his nephew) to convince
his counterpart in government over a glass of beer that the enter-
prise with which he is connected after retirement is doing a job
of great national importance and therefore deserves very high
priority in the allocation of scarce .resources.

The small producer has no such means of easy access to the
points of decision-making, and has therefore to depend largely
on black market supplies of the materials concerned. If some
organization is set up to advance his cause this too tends to be
soon captured by others interested in the high profit margins to
be got by mere re-sale. In spite of it (and this was our experience
when we looked into the case of steel produts most small-scale
producers still manage to sell their products at the same price as
the big producers who are favoured with allocations at controlled
prices.

Supplies of credit are another factor which weights the scale

' MAINSTREAM



heavily against the small producer. While the market rate of
interest is 12 per cent or more for him, and the supplies inadequate
even at these kigh rates of interest, the big enterprise gets its credit
requirements at rates of interest ranging from six to nine per cent
(and in some cases, when the connection between these enterprises
and the privately-owned banks is close, at even lower rates of
interest).

According to the report of the Reserve Bank on the Trend
and Progress of Banking in India during the year 1962 the average
rate of interest charged by banks on their advances in the first
half of 1962 was only 6.4 per cent. Only about one-sixth of the
total advances of Rs. 1000 crores advanced by some banks selected
by the Bank for its survey carried, at the end of 1962, interest of
more than seven per cent per annum.

It is interesting in this connection to examine the trend of total
bank credit from scheduled banks during the period 1950-51 to
1963-64. At the end of 1950-51 the total bank credit advanced
by them amounted to only about Rs. 550 crores; by the end of
1955-56 it was still only about 760 crores; but it very nearly doubled
itself by 1960-61 to Rs. 1335 crores, and touched at the end of
1963-64 an all-time high of nearly Rs. 1820 crores.

What is even more interesting is that the cash reserves of these
scheduled banks did not rise very much during this period of 13
years. They amounted to about Rs. 93 crores at the end of 1950-
1951 and stood at less than Rs. 148 crores at the end of 1963-64.
It will be found on closer examination that, if a uniform definition
of ‘total liabilities’ is followed throughout, (which the Reserve
Bank does not in its published statistics), the cash ratio was reduced
over this period from 103 per cent to below six per cent, and that it
is in this way that the banks have been able to expand credit to
the extent indicated above.

The Reserve Bank has of course been following a very strict
monetary policy for several years, and has been threatening to
charge higher and higher rates of interest on loans taken by the
scheduled banks from it. But what could it do if the scheduled
banks preferred to do without much additional borrowing from the
Reserve Bank, and managed to expand credit to the extent required
by merely reducing their cash ratio? The Reserve Bank has been
very much more impotent in its monetary policy and measures
than it has cared to admit.

Manufacturing industry accounted for a high proportion of
the increase in the advances given by scheduled banks during this
period. Data are available for the period upto 1963. According
to these data, bank advances to industry rose from Rs. 440 crores
to over Rs. 920 crores between April, 1958 and March, 1963.

Inventories

What is to be noted here is that the inventories held by manu-
facturing industries in India are very high, much higher ‘than
elsewhere, and that a high proportion of these advances are held
with the help of advances from scheduled banks. An analysis
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of the balance-sheets of public and private limited companies in
this sector (data regarding which are also published by the Reserve
Bank) shows that the gross value added by these companies (that is
their contribution to the national income of the country) went up
from around Rs. 725 crores in 1955-56 to Rs. 1175 crores in 1960-
61 that is, by about Rs. 450 crores. The same balance-sheet data
show that during this period the inventories held by these com-
panies went up from about Rs. 770 crores to Rs. 1150 crores (i.e.
by nearly as much the increase in their contribution to national
output).

There is other evidence also to indicate that the inventories held
by manufacturing industries in India are on the high side. According
to a study made by Sri H. K. Mazumdar and Sri Morris J.
Solomon in the Indian Statistical Institute, the ratio of total in-
ventories held to value added for all industries was, in 1955, 0.26
for the United States and 0.87 in India. For comparable industries
in the two countries they found the same order of difference.
Thus, in enterprises producing paints and varnishes the ratio was
found to be 0.91"in India and 0.38 in the United States; in tanning
2.18 in India and 0.49 in the United States; 4n cement 0.80 in India
and 0.18 in the United States, and so on.

There may be many reasons for these big differences in in-
ventory holdings. The distribution system is not as efficient in
India as in the United States, and government control procedures
add to the hazards the producers have to face. It would be very
worthwhile to ascertain how far each of these is responsible for
the higher inventory holdings in India. But it is a reasonable
hypothesis that cheapness and ease of credit supply to manu-
t;acturing industries in India is also an important contributory
actor.

At any rate, if it were less plentiful and less cheap, Indian
industry is likely to apply its mind more to the problem of reducing
its inventory holdings. In India, with prices rising at an average rate
of three to four per cent per annum, it pays the manufacturers to
hold a= much inventories as they can and not bother about their
stze. 1.ae fact that many small and efficient enterprises manage
with much smaller holdings of inventories in relation to the value
added by them indicate that economies are possible when there is
no alternative to such economizing. The present techniques of
monetary control have not however succeeded in restricting credit
to the extent required.

Government Expenditure

.

Lastly, I would like to say a word about government consump-
tion expenditure. Defence expenditure accounts now for nearly
six per cent of the national income. This is a very high proportion
by normal standards.

In the United Kingdom, for instance, defence expenditure
varied between no more than 2.5 per cent and 3.7 per cent of the
national income between 1880 and 1913 and was below this level
between the inter-war years; more recently, it has gone up to about
64 per cent. Australia spends only about three per cent of its
national income on defence, New Zealand even less (2.2 per
cent), and Canada about 44 per cent.

Countries like Italy, Norway, Netherlands, and even Turkey
_spend on defence only between 2% and 44 per cent of the national
income.

Obviously, how much should be spent on defence, particularly
in a crisis of the sort India has been facing, is not for laymen
or economists to determine. The recent increase in the share of
defence expenditure was unavoidable. But what is perhaps worth
emphasizing is that we should not get used to this level of defence
expenditure as a proportion of national income and that, as
national income itself grows, attempts should be made to reduce it
to a more normal level (say, three to four per cent at the most).

While any price is worth paying when it comes to the security
of the country it is necessary to recognize that security may be
undermined also from within, and that a high rate of economic
development is required to avoid excessive accumulation of internal
problems. In the long run it would be difficult to reconcile a high
rate of economic growth and rising standards of living with as much
as six per cent of the national income being devoted to defence.

It is only by such reduction of the share of defence expenditure
along with growth of national income that the collective needs of
the community such as education and health can be met at the
required rate in the next few years. And it is only by rapid
extension of collective social services that an impression can be
made in a reasonable period of time on the extreme poverty of
our people and more opportunities afforded to them for improving
their economic and social condition.
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THE INDIAN AGRARIAN PROBLEM
- An OQutline

The Indign agrarian economy, during last thres years, has
been characterised by stagnation, and cven decline, of agricultural
output when compared to the level attazined in 1960-61, the last
year of the Second Five Year Plan. Output has not increased in
these years despite considerable public expenditure on.programmes
of agricultural development. In fact, the sarlier bouyancy of
agriculture witnessed during the decade 12950-51 to 1960-61 appears
to have disappeared and a stage of stagndstill reached. Even
prospects for the future appcar nonc too certain since Government
has already decided to import large quantities of foodgrains under
a new PL 480 agreement. According to reports, 18 million tonnes
of additiongl foodgrains are likely to be imported over a period of
five years. This would be in addition to 16 million tonnes of food-
grains imported during 1960-64 under the agreement concluded in 19839,
It is further understood that the target of foodgrains output,
fixed at 100 million tonnes for the last year of the Third Plan,
1965-66, only two years hence, would now becomec the target to be
attained at the e¢nd of the Fourth Plan i.a., in the year 1970-71.
And this would be done despite an outlay of about Rg. 1080 crores on
agricultural dévelopment during the perod of the Third Plan. Much
higher public expenditure would of course be provided for agricul-
tural development during the Fourth Plan of which no estimates are
currently available. This means that what was cexpected to be =
achieved only with the expenditure of about Rs. 1080 crores in thel
Third Plan would now be expected to be achieved with more than
twice that amount, and in ten instead of five years.

Despite measures like the establishment of an Agricultural
Production Board, Intensive Agricultural Devclopment programme with
the help of Ford Foundation, and fixation of rcmunerative price
for important agricultural crops arec being adopted. Even states
trading in foodgrains, and takeover of rice processing mills are
being talked about. But gll theseé meéasurcs do not, appcar to
infuse confidence in the Government gnd the administration since
they are alrcady taking precautions against shortages in food supply
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by arranging for heavy imports. The rise in prices of agricul-
tural commoditics and consequently in the cost of living has
already affected large sections of poor and middle class people
and their tendency to rise continues to persist.

Causes behind Agriculturgl Stasnstion:

In the situation of such serious crisis in the major sector
sector of the Indian economy, it is naturally essential to consider
carefully the causes that lie behind the present agrarian crisis
and to find out remedies. This note is an attempt in that
direction,

In the Party, the agrarian crisis has been usually regarded

as the 'nmatural result' of the 'agrarian relations revealed by

the distribution of land among the various sections of the

pegsant population in the country' and of the fCongress agrarian
policies'. .(See for instance, Draft Rssolution on Agrarian

Problems and Tasks of the Party, prepared in Feb.1961, just two
months btefore the Vijayawada Congress). Undoubtedly, there is a

very large slement of truth in this view of the problem. But,
unfortunately the 'naturalness' of this r:sult has becn moreé assumed
than showh or proved on the basis of irraefutable facts and logic.
At best, usc has becn made of words and phrases, and through a
mechanicgl application of certain formulations of Lenin, mgdé in

the contaxt of Russia's agrarian situgtion - when the wordd was'
altogether a different place - to the Indian situation, it has

been sought to he proved that Congress agrarian policies are as
reactionary as wers those of Czarist Govermment in Russia in

Lenin's time. Agart fran that, the argument, on close scrutiny,
neither appéars to have been clearly workeéd out nor convincingly
proved. It is one thing to use the Marxist-Leéninist method of
analysis for understanding g given situation in a country, But

it is quite another matter to mcchanicslly apply the Marxist-Leninist o
formul ations of a specific situation in one country to another ‘
country, remote in history, culture and the specific peculiarities

of its socio-c¢conomic evolution,

v

In fact, this manner of posing and formulating the problem
itself, and regarding it as thc 'matural result' of 'présent distri-
but ion of lard amongst peasants'! anhd 'Congress agrarian policies!
implicitly evades responsibility both for the problem as well as
for providing a reasoned well-argued analysis of the same. By
declaring the agrarian crisis gnd the agrarianh problem as ths
tnatural result' of the present distribution of land amongst peasants,
one hahgs on the entire problem on the peg of a fundaméntgl fact

..which itself renuires to be explained. More than being the cguse of

‘jthe present agrarian crisis, the present distribution of land
amongst pcasants is itself the result of a processs under way in

" fthe Indian rural cconomy which must be explained. It merely
reflects the distribution of owned and cultivated area which is
thHe net result of that process., The failures to use the land
efficiently, and invest more in productive inputs etc. must arise
not from the fundamantal fact of land distribution per se which
is itself mercly ths result of a process, but by somg other chara-
cteristics of agrarian productive organisgtion which are not
conducive to efficient use of land resources. Unless the proccss
of agricultural dJevel opment in opération since Independcence is
clesrly understood, it will be difficult to consciously explain
the present agrarian crisis.

Similarly, by cxpkaining the agrarian crisis solely in terms
of Congress agrarian policies, oné hatrays a sense of irresponsi-
bility by not owning up one's own responsibility, howsoever small,
in the matter. It also betrays a desire to avoid the necessity
of cxamining the agrarian problem in its totalify, with a;l its
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specific characteristics in our natianal and socio-economic envi-
ronment, and the integratcd process of its dcvelopment, in which
Congress agrarian policies form only g part, even though g major part.

And in the samg document in whech the agrarian crisis is thus
explained away, it is also statcd that 'deep ideological and politi-
cal confusion regarding the undg¢rstand ing of agrarian problams in
the countrysidce' has led to scerious ngglcet of the peasant movement,
In fgct, thc utterly chaotic and disorganised state of the kisan
anid agricultural workers' movement ig vividly described in the
report of the Agrarign Commission in its Draft Report on the Agra-
rian Front submitted to the Nationgl Council towards the end of
1960. And yet, despite such stgrk realities on the peasant front,
it is somehow believed that the 'deep ideological and political
confusion' has vanished as soon as the agrarign problems have been | .~
1aid at the door of the present distribution of lasnd and Cangress |
agrariagn policies.

In view of the author of this note, the approach to the
agrarian problem in Party documents has bgen circumscribed by the
overall general line of the Pgrty. This bias has vitiated the
entire approach and me thod of analysis of agrarian problems. It
has led t0 reliance being placed on this or that cxtract from Lenin
by the membcrs of the left and right factions within the Party.

For that vecry reason, a large number of formulations a1d expres-
sions in the documents do not appcar to bs integrated, and consistent
with one another. For instance, while the fundamental demgnd of

the peasant movement 1s considereéd as widéspread redistribution of
owhed land, demands regarding cviction, and rent reduction arec

also to be made a part of the movement. Again, while on the one
hand, the demands of th: agricultural labourcrs for wages and working
corditions against rich pcasants are to bec struggled for, the rich
peasant has also to be made an ally of the agrarian movement, Since
all these demands are neither phased over g period of time, short
term and long term, nor placed in proper perspective of the changing
course and staggé¢ of the agragrian development in India, they all

sgam to he mere patchwork, utterly disjointcd and often contradictory,

Under thess circumstances, itappears necessary to examine the
agrarian problem de¢ nove, to rcconsider our approach and method of
anaglysis of thée agrarian crisis amd to scarch for some oparational
causcs against whith the strugglc of the pcasant may be directed
concretely. This is attempted in the followlirg pages.

Agrarigsn Probicm on the Eve of Independencc
and the Congrass gSolution:

The principal problem on the cve of Indcpandcnece was to ¢nd
the semi-feudal exploitation of the cultivating peasantry arising
from the monopooy of land, private trade in ggricultural produce
and usurious credit the last two of which warc often combined in
one person. The economic eleéments of this cxploitation were:

1. The high burden of rent paid to non-cultivsting owners of
lard or revesnue paid to the British government;

2. Largs share of consumer's price pald for agricultural commodi-
ties in the market which was taken by the private trader; and

2, The high burden of interest charges paid on usurious credit.

Since the burden of each of these payments per acre, pel person
or per unit of ggricultural output was high and the total sharec of
all thescpayments in gross agricultural output was relatively large
in the pgriod prior to Independcnce, therc was little left as
as residual income for the self-employed peasant, as profit for the
wage-labour using famer or as wag¢ income of the landless worker.
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These feudal burdens cut into the incomes of sll these classes.,
Conseauently, thes¢ scmi-feudgl burdens dcepréssed the incomes of
all pcrsons actually cengaged in the cultivation of land, whether
as landlcéss wagc-workeérs, as tgnants of non-cultivating 1and-
holders, or as peasant proprietor cultivators of owned holdings.
Moreover, whcnever, thére was an increase in the productivity of
land, an incréase in price of agriculturgl produce, or an incregse
in the incom¢ of the cultivating peasant, a large portion of
such increase would go to pay thc claims of cither of these
classes, and would not remgin with the tiller of the land. This
acted as a disincentive and an obstaclé to the equalisation

of profits, or wagées, or incomcs from sc¢lf-employment, betwesn
agriculture and d h:ir scctors of tThé economy wherethese feudal
payments did nct have to be magdc. Incidentally, therc also
appearéd a schism, Therefore, between the agrarian sector and
the rest of the economy where competitive capitalist indugtry
had already developed considerably but from where productive
cagital or skilled lgbour or chéap finance could not €asily flow
into ggriculture on a competitive basis due to these structural
difficultics and their economic implications. These were tha
stroctural difficulties that prevented the process of capitalist
development in Indizn agricalture penetrgting dceeper than it did.

However, it must be cmphasised ..eré¢ that the pcopls in the
countryside for whose economic growth the prevalent scemi- faudal
forms of organisagtion were gnh obstacle consisted of g hetero-
genous group, highly stratified snd fiffercntiated in its compo-
sition. . They included various size-groups of tenant cultivators,
both in zamindari and ryotwari areas, who principally cultivated
lands takceh on lcasg from absentge landlords or non-cultivating
owners of land. They also included those mcmbers of thée culti-
vating peasantry who cultivatcd their owncd holdings - both in
zamindaries and Tyotwari arcas - and whosc strugglc was directed
more against British govermment, moneylendcrs, and traders than
against landlcrds. They. also included thos¢ landless peasants
who worked on farms of landlords or their temants under conditions
of feudagl servitude and under diversq forms of scemi-feudal
exploitation.

e The principal focus of struggle of all these classces was
anti-feudal, since the principal chbstaclcs at that time were the
persistent and stubborn survivals of semi-feudal forms of organi-
sation in lgnded property, trale and financg., Since the British
rulers defended, supported and magintgined those feudal forms of
organisation and feudal forms of <¢xploitation, the struggle of
the mass of cultivating peasantry was at the same time anti-
Imperialist. For the samé reason it was also united.

Even at that time, forms of capitalist exploitation of
landless peasants had aglready amcrged within the womb of the
semi-feudal agrariah relations. In fgct, the development of
commercial agriculturc had considcerably exXpanded and a certain
degree of rcgional specialisation in agricultural production had
come agbout. The landless peasantry, crcated under the pressurc of
incrcasing semi-feudal c¢xploitation of the British gnd the land-
lords, was usually employed either by tgnant cultivators of
sizegble holdings or on the self-opcerated commércial farms of 1land-
lords, ! The forms of smployment of labour on the latter farms and .. .

[the conditions of work naturally useéd to bcar the imprint of feudal
servitude becguse of theg inheront pattern of agrarian relgtions
which prevailed and the corresponding sociagl and political milieu
which obtained in the countryside, But on holdings of tenant

—cultivators, such forms of expllitation did not obtain to the
sameé extent. Yet thae exploitation of labour powsr there was

s much morc¢ intense sincs the tenant himseclf was subject to the
'feudal explbitation of the landlcxd.
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The Indian National Congress which had led the country in
her strugglc sgainst British rule and succecdced to State power
was the political party of the cntirc nationgl bourgeoisie. From.
the class naturce of its interests , it was interested in consoli-
dating its own independent economic gnd politicel power in the
country and rcorganise¢ her aconomy in a manncr so as to lead
towards a rapid indepcndent cagpitalist development of India.
To this extent, it had genuine anti-imperialist, anti-feudal class
interests. These class interests, objectively considered, wers
also in the¢ gengral interest of India as a whole., This objective
combination of circumstgnces aloné can explain the swaeeping of
bourgeoisic into powsr in India. In the course of working out 1its
strategy for independent capitalist development, the bourgeoisis
adopted planning as a method and cxpansion of publiec- sector as a
stratcgy for its own cconomic expansicn. In the spheré of foreign
policy, it forged non-aslignment gs an instrumcnt of policy which
was ideally suited to serve the purposes of independent capitalist
daevelopment. These meéasures were indispsngable in the middle of the
twentieth century, as means for rgpid and widest possible expanim
of the bourgeois class in an underdcveloped cconomy which was so .
heterogenous in its composition, so peculiar gnd complex in its
historical origins and “evelopment, and so tightly situated bet-
ween the yawaing Jjaws of Imperialism on onsé side agnd mass commib-
ments of a popular nationgl movement on ths other. If these latter |
were not met to some extent, it could have cngulfed the entire
bourgecisie into = deep crisis making its independent cconomic —
and politicgal devclopment impossible.

Ag an integral part of that grand strategy, the €ongress
Party zlso chalked out g comprehensivé progrsmme of agrarian
reorganisation which was the blueprint of its plan and strategy for
the agrarian sector. Although, the programme of reorganisation
contained sanc¢ utopian features, inevitably derived from and
influenced by the Gandhian idcal, it was ncévertheless a programmne
for through Glimination of all sémi~fcudal fecatures of India's
agrarian orgcnisation, and dsvelop it along independent capitalist
lines keerinz in vigw its specific features, natural and physical
enviromnment .a2d thae mgn: land: labour ratios obtaining in the
countryside, Since this programme wiclded congiderable influence
on Congress agrarian policies in subsSquent years, it may be worth-
while to discuss this programme in some details.

Congress FProgramie of Agrarign Rgolggnisation gfter Independence:

In the resolutioms on agrarigh problems passed in the Karachi,
Faizpur and Lucknow sessions of the AICC in 1931, 1935 and 1937
respectively, onc gots some glimpsces of Congress plans of agrarian
reorganisation and mcasurcs of agrarian policy. But the most
comprehensivc rrogramme was formulataed in 1949 in the report of
the Congréss Agrarian Reforms Committee appointed by the then Congress
President, Di. Rajendra Prasad, in 1947+. Prior to this Committee,
another Commnittee of the C-rgress on National Planning** gnd the
Economic Prograrme had considered the problems of agrarisn reorga-
nisation gnd had recommendsd a more or less similar programme.

A few of the main features of agrarian reorganisation recommendsd
by the 1949 Committee are the following:

* The chairmsn of this Committee was Shri J.C. KuMarappa
and other members wcre

** The Presidon® of this Committee was Pt. Jawaharlal Nehru
and othlr mimders werg
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s -...in the agrarian cconomy of 1India, thére is no place
for intermediarics and land must belong to the tiller,
subject to conditions mentioned hereafter. The Committag
has, therefore, rcecommended that, in future, subletting
of land will be prohibited cxcept in the case of widows, ..
minors and other disghled pcrsons.

2. To. cover the period of transition, however, the Committae
has rccommended a set of rights for the ac%ual tillaers
who arc themselves not cwners of land. Those who have been
cultivating land continuously for a period of six ye¢ars
should...gutomatically get full occupancy rights.

33 In casg of others, ... the owner may havc the option, up
to g certain period, to resumc heldings for personal cul ti-
vation subject tc certain well-defined conditions.

4, Only those who put in s minimum amount of physical labour
and participate¢ in actual agricultural operations would be
deemed to cultivate land perscnally.

5. The owner willl have the option to resumc the holding to the .
extent to which it is necessary to make hig self-cultivated
holding cGconomic.

6. He can, however, resume more land, upto the magximum pres-
cribed if thereby he does not reducc the temant's holding
below the economic.

- The tenant should have the right to purchase the holding
at a regscnable price Lo be determined by regionagl ILand
Tribunale.... and should bc gssistad by a finaneigl agency
in purchssing the holdings.

8. The tenants should be protected from rack-renting and
illegal exactions.

9. There will be provision for determinaticn by Land Tribunal
of reasonable rent 'as well as for ths Ccmmutation of rents
in kind into cash.

From these recommendations of the Committece, it willbe secen
that the Committee favourecd completc elimination of all intermcdiaries.
And the word 'intermediary'! meant a person who gave out his land
on 16ase, or sublet his holding. The word 'sublet' and not merely
11et' was probably used under the conventional belief that in India
a cultivator holding land directly from the State is a tenant of
the state. and if he lets out his land, he will be considered as
subletting his land. ‘

In the opinicn of some observers, theése aspscts of the
agrarian programme of the Congress Committec are virtually identical
with the path of agrarian reform enunciagted by Lenin in the context
‘of Russian aggrarian revolution in 1905. However, it is extremely
important not to be carried away by apparent rgsemblances. The
programme advocated by the Indian National Congress has emphasised
upon the 'Land to the tiller' aspect of the agrarian referm while
Lenin has emphasiscd upon the 'Redistribution in favour of peasants!
aspects of the Russian reform as opposed to redistribution in
favour of landlcrds and aristocracy. 4 tiller is a person who
tills the land. Anrd even if we rigorously interpret the meaning
of the word 'tiller'. We shall find that it can include only
those persons who have been tilling the lands cf another gs tenants
and not those who have hegn cultivating the lands of their employers

s wage workers. The close association of the silogan 'Land to the
tiller' with the eliminagtion of intermediaries further reinforces
this interprctstion of the word 'tiller'.
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However, the significance of the Leninist :american Path of
Land Distribu%ion' ligs in the fact that under that programme, the
large estates of latifundia werc broken up and distributed amongst
a large number of farmers and cultivators, frce of the encumberances
of paying heavy rent or compensation for the acquisition of such
lands. All of them may or may not have beaen tillers before. Some
Oof them may have been merely serfs or wage workers of the latifundia.
They might or might not have had any of their cwn.lands on léase
to till etc. etc. Thus, the Leninist second path of development
merely provides the theoretical possibility of two alternagtive
patterns of agrarian reform being followed in any given country.
But its precisc contents, class implications and modus operandi
have to be concretely worked out patiently in agll details instead
of a parrot-like repetition of thc Leninist two path theory without
providing its detallcd setting and framework.

However, without going into unnecessary comparisons, it may
be stated that it was an anti-feudal programme of agrarian reforms,
which put forward an idecalistic vicw of the basic pattsrn of the
Indian agrarian e¢conomy. But in so far as g high placc was accord= '
ed to the working Indian pecasant, of whatever size of Iand in this
programme, it may be rcgarded as a programme of 5 peasant path of
agricultural development. But theg analogy cnds only thers. e

From thc tenor of other recommendations of the committee as
well, it appears that they had concentrated uponfelimination of the
anti-feudal survivals in our agrarian structure 'snd establishing
the utopian dream of a village community in which there were family
farms with holdings bstween basic znd coptimum sizes, duly aided by
multipurpose service coopcratives and jolnt ccoperative farming
Societies comprising agll the holders of land bélow the basic limits.
This utopian agrarian structure could probably bec ushered into
existence, according to the implicit assumpticns of the Committse,
merely by mcang of 1legislation implemented with the cooperation
of the elected representatives of the village pcople.

That this plan for reforn for giving 'land to the tiller' was
rooted in the idyllic u*opian dr ams of ths past i. proved by scveral
factors. Fir§tly, Jaimini and kautilya* are the suthorities cited
in support of acceptance of thess principles and not the simple
theory of rent of Marxisn eccaonics cr modern economics, according
- to which feudal burdens arising from the monopoly of land by non-
cultivating landlords prevent ti dcvelnpment of cgpitalism in
agriculturc. Sceondly, thc 2deal picture of a rural society
proposed to be established is based on certagin highly utopian and
idealistic principles. For instancé, the main cbjectives of the
agrariagn cconomy werc taken to bc the foll >wing:-

a. The agrerian economy should provide cpportunity for the
development of individualis personglity.

b. There should he no exploitation.
c. Therc should be maximum cfficiency of production, znd
d. The Schemé of agrarian rc¢forms should be practicable.

In these set of objectives, the first gppears to be highly
utopian in so far as it is implicitiy assumed that the development
of individual's personality in the agrarian cconomy is gchieved
through peasant proprietorship =nd it would be possible tec establish
and maintgin a peasent proprictorship economy in Indiag over a very
long period despite the rspid development of capitalist enterprise
in the urban sector of the¢ Indien economy. These are the implicit
petty bourgeois illusicns similar to those¢ of the populists and
narodniks in Eastern Burope ard Russia respectively. Moreover,
according to the report, exploitation of tne tiller by non-cul ti-
vating interests in land is sought to be altogether abolished but
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it is not even visualised that with the gradual development of
commodity production by peasant households, and emergence of speci-
alisation in producticn gnd differentiation in productive crganisation
of different peasant households, capitalist relations and forms

of wage explditation would also arise in the agrarian econcmy.

And the Committee, instead of visualising its possibility-which it
could have dons only if it would have based itself strictly on g
science of change in society - mersly declared that there should

be no exploitgtion. Again, for the same utopian reasons, the
Committee appears to have understood 'maximum efficisency of
productiont' only in human_ gnd static terms, and not in economic
and dynamix terms. This is proved by the way the concept of an
'economic' holding was defined which according to them should be
the holding which

1. affords a reasonable standard of living:

2. provides full employment to gz family of normal size
and at least a good pair of bullocks; and

3. have a besring on other relevant factors peculiar to the
agrarian economy of the regicn.,

From thess criteria of an economic holding, it is obvious that all
these criticria are static, and detemmined more by welfare than by
.aconomic conditions. The quantum and content of a reasonable
standard of living would be very arbitrary amd would rapidly .
change in gz dcveloping economy. Concept of full employment to a
family of normal size and a good pair of bullocks rests on the
assumption of an implicitly defined technique on which bgsis alone
the conocapt can be made concrete, But in a developing economy,
technigues of production must rapidly changs and the land which
provides full employment to a normal size family and a pair of
bullocks today might by extremely insufficient for thet purpose
tomorrow. But since the Gandhian concept of Indian rural society
wos more gkin to the narodnik and populist ideals than to the
evolutionagry and dynamig ideas of Marxian and non-Marxian thinkers,
these features were bound to arise in their analysis. Consequently,
the concept of sociagl justice they derived and the minima and the
maxima they sought to fix for the optimum and basic holdings alsc
proved to be merely static and statistical. -

Again the guestion of practicability of such a society
holding for 1ong in g state of such idyllic justice and distri-
bution of land was not even considsred. With the man:land ratio
being already so unfavourable, and with such a high rate of
increase in population what would be reasonable standard of
living and full employment for a normel family of persons at one
time would very soon turn intc an unreasongble standard znd
a state of underemployment. Morsover, in such a society the
preparedness of poor people to offer themselves for work on the
land of another for a bare pittancs, in the absence of other
forms of employment, was bound to remain and €xploitation could
not be altogether eliminated from such a society without rapid
economic development which did not occupy a very high place in
the Gandhian idesl.

Thus, it would be evident that the principle of 'land to the
tiller' was neither fully argusd on sound economic principles nor
were its dynamic phases and implications fully worked out. Nor
was any practical consideration shown for the likely opposition
or the hostility of the landlords, big and small, who were like ly
to be affected adversely in their material interests. It was
perhaps believed that with compensation guaranteed, the landlords
would easily give in their lands - in fact some of them even
voluntarily -~ and the struggle for land would be very smoothly
over.
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However, despite these utopian pitfalls, the plan of agrarign
reforms envisaged by the Committee was the most radical anti-feudal
programme of agrarian reorganisation that the Congress party had
produced. This plan gave concrete expression tc the gspirations of
millions of peéasants in the community to bse rid of their foudal
exploiters and their foreign protsctors.

But as was to be reveagled in the years to come, the stark
reglities of intermediary interests in land and their resistence
against the violation and elimingtian of their feudal vestiges of
income and power, and influence, proved to he much too strong for
the Congress Party and the Legislators. The Congress Programme
of Agrarian reforms which began with a bang ended with z whimper
when it came down to the reglities of the aggrarign situation,

The reasons for the dilution of the agrarian programme ori-
ginally planned to he implemented by the ngtiongl bourgeoisie lie
partly in its internal class composition, and partly in the
domestic and foreign political and economic circumstances in the
context of which it had to operate. In its internal texture, the
bourgsoisie is ridiculously stratified. On€ section of it
congsists of big business men, owning and controlling large monopoly
organisations in the industrial sector. Another section consists
of medium entrepreneurs who have invested their capital in diverse
types of enterprises, and who have also a considerable control over
distribution and trade gectivities., And yset another section of it,
wask in its economic power, but very large in numbers consists of
the rural bourgsoisie which has been the main base of the Congress
in the Countryside. These different sections of the bourgeocisis
are neither vertically nor horozontally integrated. They are
linked in different degrees to the other classes in India socisty
viz., the foreign monopolists and entrepreneurs, landlords, salaries
and professionagl middleclasses, working classes, poor peasants,
land less workers, self-employed artisans, petty shop-keepers and
traders ete. They wield different degrees of influence on them.™
Thess different sections of the bourgeois class, despite their
comnon aim of independent capitalist development of the economy,
stand to gain differently from the programme of indspandent capi-
talist development and consequently adopt widely divaergent attitud?s
towards a programme of independent capitalist devel opment, varying
according to the nature amd degree of their sectional interests. |

v

For instance, some amongst them adopt the policy of collabo-
ration with the foreign monopolists with a view to strengthen their |
own monopolistic grip over the economy with foreign support. And
since foreign collaboration of some members of the bourgeoisie makes
for stiff competition against other members of the samé class,
these other groups begin to adopt an anti-monopoly attitude within
their own class. Thus conflicts of interests and hence divergent
opinions arise within the bourgeoise which lead them to take widely
different positions on different national issues. Some of them tend
to go over to the foreign imperialists ard side with them, while
others struggle against thoss who thus go over,

Almost gimil ar tendencies arse observable in the attitudes of
the various sections of the bourgeocise towards the foudal vested-.
interests in land, trade or monaey-~lending. Those sections who are
wielding monopoly power in industry and finance do not like to [
attack monopolistic privileges of the landlord classes in such a
manner that an attack on them today might end up in an attack on |
their own monopolistic privileges tomorrow,” And yet being interested
in the elimination of feudal burdens on zgriculture for a development
of agriculture on cgpitalist lineés, they do want the feudal interests
to shed away some of their feudal chagracteristics. Therefore,
the monopolist sections of ths bourgeoisis tend to amalgamate the |
former landlord intergsts within the bourgsocisie as a class. /

i
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The other sections of the bourgeoisis, aespecially the rural bour-
geoisie whose interests are basically opposed to those of landlords,
submit to it only under conditions when the bourgeoisie as a class
is threatened from a revclution of the working class and the
péasantry below. Thus, if the bourgeoisie is so heterogenous in its
internal composition as in India amd caught between the scylla of
foreign imperialists on the one hand, and the charybdis of the
threat of an agrarian and working class revoluticn from below, it
tends to seek collaboration with those who are its natural class
allies viz. the foreign imperialists and feudal landlords, even
though the latter might, in view of their narrow sectionagl intersst,
undermine the class interests of the bourgeoisie as a whole in

the long run. -

The grand strategy of planning, non-glignment, and expansion
of public sector has run aground mainly on account of these horns
of dilemma. And the dilutions of the original agrarian progr amms
and compromises with landlords on the agrariasn front have alsc been
made for similar reasons. In this background if we review the actual
course of formulation and implementation of Congress agrarian policises,
it would become clear that Congress agrarian policies have baeen
formulated largely on pragmatic considerations, on taking an
empirical view of previailing social, economic snd political circum-
stances, alignment of class interests etc. And the upswipmgs and
downswings in agricultural activity have also been significantly .
.influenced by these progmatic considerations from time to time.* ~
jIn fact, for these very reasons, the entire agrarian programme of
' the bourgeéoisie has remained in a flux and has been pushed through
as and when the circumstances have dictated.

It is for that single reason that one finds such a wide variety
of patterns in agrarian legislations in different States. Wide
differences in the composition,of the bourgeoisié in different States,
especially of its rural sections, and the differences in the degree
of hold of feudal interests on social economic and political life
of the region of reform have lurgely determined the pro-peasant or
pro-landlord character of the compromises in the agrarian movement
by the Congress. The level of development of agrarian movements
led by the Party, the degree and timeliness of their intervention
at crucial points etc. have also determined the pattern of these
concessions and compromises made to the landlords. And it would be
a fTascinating chapteér of India's history, indesd, whensver, if aver,
it is written, about the chronological account of the progress of
these reforms, and their implementation and the various forces that
have played their part in determining their shape.

Nevertheless, despita apparent differenceés, from state to
state and region to region, there are common €lements in all these
reforms which delineate their genergl characteristics. It is ncce=-
ssary to evaluate these common elements with g view to grasp their
full significance for leading the agrarian economy into the desired
direction. It is proposed to deal with theése measures in some detail.

Megsures for Reform of Rights in Lands and of
structure of Farms as Operationgl Units:

The basic saurce of 'degp ideological and politiecal confusion'
in the Party on agrarian problems, according to the author of the
present note, appears to have arisen from a failure to distinguish
between two distinct aspects of agrarian reorganisation viz., the
aspect of reformms in rights of ownership and tehancy in land, and
the other aspect of changing the strueture of the size of farms as
a unit of operation for purposes of cultivation. There are saparate

& Bven the Party and its policies and programmss have played nct so
unimportant a role in leading the bourgeoisie towards making compro-
mises with feudal vested interests at several strategic points
during last 15 yaears.
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policy measures adopted for dealing with these different aspects,
and all the time it appears to have besn implicitly assumed that
these two aspects ars not inter-connected or interdependent in any
significant way. For instance, the academic aconomists in India
like Prof. V.M. Dandekar or Prof. M.L. Dantwala have largely
regarded the measurss for abolition of intermediariss merely

as measures of changes in land revenue administragtion, in no way
affacting the patterns and modes of cultivations nor the structure
‘of famming units. On the other hand, the Party, while =211 thse
time emphasising upon the importance of agrarian reforms, has
failed To concretely analyse as to how oné aspect tends to influence
the other and what concrete consequences follow from the influ-
ences of changes in rights over land (in g particular maghner)

upon the structure of farming, the distribution of cultivated
arsa, and its impact on productivity of land, agricultural invest-
ment, marketed surplus, forms of employment of 1labour power, per
acre yields, crop patterns etc. The Party has not even clearly
brought out the social and political consequences of certain
changas in rights over 1znd amd its conse-usnces for the rural
society. And-hence the failure to spell out the logical steps
involved in g given distribution of land or particular Congress
agrarian policies leadihg to certain presumed 'matural results'.,

It is necessary therefore to classify the measures of land
reforms in the followinhg two classes: -

Mezsures for the reform of the systam of 1land holding:

1. Abolition of Intermediaries
2. Tgnancy Leglslation

Measures for the reform of the systam of land cultivation:

3. Ceilings on Landholdings

4, Coopergtive Farming

5. Bhoodan and Gramdan movements
6. Consolidation of Holdings

The broad contents of these reforms are well-known and do
not need be repeatad. Yet there are certain crucial aspects
especially dealing with their 1inter-connections that need be
brought out. Spécial emphasis need be given on clearly specifying
the anti-fsudal content of various egrarian legislations, aXd
their limitations for promoting a rapid independent developmsnt
of the Indian agrarian economy on capitalist lines at g desired
rate.

Intermedigrics - Non-cultivating
owners of Land or Mere 7Zamindars

At the outset, it need be clearly stated that the abolition
of intermediagrics in India so far has not meent gbolition of non-
cultivating ownership of land sltogether with the exceptions
provided in the laws. It azmounts only to partial alienation
of lands of specified classes of intermediesries, variously called
as Zamind ars, Jagirdars, girasdars, barkhalidars etc. On thess
lands, various gradcs of tenants were already settled, most of
whom had alrsady been enjoying rights of occupangy, security of
tenure and regulated rents over g major part of those portions
of the intermedigries' land. It wes for that reason that abolitim
of intermediaries was not done in ryotwari states where there was
a considerable smount of land undér non-cultivating ownership
but was held by the raiyats or pattadars, who, under the law,
wore deemed as peasant proprietors and cultivators of their
owned holdirg s.
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In a way, this was envisaged even by the Congress Agrarian
Reforms Committee since it regarded abolition of intermediaries
as a lgng-term objective which had to be phased. They wrote:-

"The zaminderi gbolition bills in the variocus provinces which
are in different stages of implementation are a first stap.
But even after the abolition of the gzamindari, there would
remain a large element of non-cultivating interests in lang".

In fact the Committee had favoured immediate prohibition of
leagsing lands by all landholders ecept for widows, minors and :
disabled, while the gbolition of. existing rights of intermediaries
were to be gradually gbolished over a period of time. For the
period of transition, however, the Committee had reccmmended a
saet of tenancy rights to be conferred on those who were not owners
of land. But in the lang run thsse tenancy rights wers to be
converted into ownership rights by enabling the tenants to purchase
these rights by paying a reasonablé price.

Let us now look at the land reforms proper into this bhackground,

Abolition of Intermedigries:

Under the prcgramme of abolition of feudal rights, the following
principal stepshave besn taken:

1. Large arcas of land formerly owned and held by various
classes of non-cultivating owners, regarded as intermedia-
ries under the existing laws, and not being intermedisries
merely in the economic sense as already discussed, have
been tgken over by the varilous states. This step, once for
all has terminated gll rights of former intermediaries
including rights to fix, collact and enhance rents, freely
lease out lands, evict tenants, impose arbitrary and illegal
exactions gnd levies on the villags populstion, take forced
labour from their tenants and agriculturagl labourers under
the pressure of their socio-economic power, take gifts and
nazarannahs etc. The state has acquired full and all powers
to regulate the conditions of tenure and cultivation on
these lands free from gll eéncumbrances. This meagns that
the sphere of reudal power on such lands has been sentirely
abolished and the state power of the bourgeoisie has
instead stepped in.

2. All rights in waste-lands, pastures, village common lands,
forests, fisheries etc. and their produce, rights in the
sub~soils (like rights in mines and minerals) as well as
rights in ferries, hats, bazars, tolls, and an all the other
economic activities conhected with rural 1ife are also
vested in the gtate. This 2gain has meant that the gensral
stranglehold of fsudal landlords on village economic life,
exercised through ownership and cmtrol of these ancilliary
productive resources of agriculture has also been entirely
abolished.

3, All rights in homestead lands of village population wers
also vested in the occupants of the homesteads freeg of any
charge whatsoever, including therein certain appurtenant
lands usced by such resitent households for keeping their
cattle and pile up their farm yard manure. This again has
meant thae passing away of another source of feudal extra-
economic power over the life and conditions of living of
the working peasants and landless workers.

Let us try to examine the statistical magnitudes and economic
implications of thess changes before we go over to discuss the
other measures taken as pet of the abolition of intermediaries
progt ammsa.
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Areas and types of lgnd gnd Numbers and Types
of Persons Affected:

Thesa measures hgve affected the lives of millions of peasants
and agricultural workers and covered million of acres of land in
the country. Figures about the actual area affected and classified
according to various types of land are not available for most
states, nor are data agbout the number of persons classified betwecen
occupancy, non-occupancy tenants and landless workers available
so far in agny publicetion of the State or Central governments.
However, in a recent book by a 8oviet Economist, figures of total
land area for which zamindari abelition 1laws had bheen passed aml
implemented upto the erd of 1956 have been published for the first
time. These data are as follows:

Table 1: Area of Land Affected by Zamindari Abolition Laws upto
the end of 1956.
: (Areg in million acres)

Area Area in Arcg in
Tot gl undsr which Za- which Za- Areg that
state area Zamin- mindari mindari still remained
deri Reform Law Reform law under Zamin-
tenurs was was imple- dari :
passed. mented.
1. 2. S 4, S © ¢
Andhra 40.7 13.02 Q.77 8.95 4.07
Assam A .4 3.26 1:63.. - 3.26
Bihar 45.0 42,75 42,75 42,30 0.45
Bombay 71.2 12.82 12.82 12.82 -
MadhyaPradesh 83.4 51.71 51.71 51.71 -
Madras 38.6 7.72 6.18 .18 1.54
Orissa 38.5 16.56 16.56 16 .56 -
Punjab 23.9 - - - =
U.P. 72.6 68 .24 60.98 ©60.98 7.26
W.Bengal 2.7 18.32 18.32 18.32 -
Hyderabad 52.6 22.09 22.09 22.09 =
Madhya Bharat 29.8 17.28 16.99 16.99 0.30
Mysore 21.3 1.28 1.28 - 1.28
Rajasthan 86.3 Sl 49,45 39.74 11.48
Saurashtrg 13.6 5.03 5.03 5.03 -
Cuttack 10.9 3.60 - - 3.60
Vindhy aPradeshi5.1 5.74 5.74 5.74 =
TOTAL 719.6 340.63 321.30 D7.41 33.24

T e T SN e e e oy e S ey S S e e Sy W D B me mm S R e A e G S e G S SN e T G S e S G T Gm G T e e S e T S Ve e WS S e =

Scurce: Grigory Kotovsky, Agrarian Reforms in Indig, Delhi, 1964,p.71.

From these data in the table, it will be seen that the
zanindari gbolition legislation has affécted as much as 321.30 million
acrgs of land out of the totagl arsa of 340.63 million acres under
the zamindari tenurs. Only in a Vvery small area, less than 10 %
of the total zamindari area, the sbolition laws were yet to be
implemented or passed by the end of 1956. But most of that area
must have also been coversed by now.

Thess datg include aeven those lands which have remained with
the zamindars as their sir, khudkasht, khas, or Gharkhed lands even
after aboliticn of zamindari snd which they hrave been allowed to
keep for 'personal cultivation' as welshall presently discuss.
Even broad magnitudes of these lands are not gvailable from any
source whatsoever, since the State governments have neither
bothered to collect them nor provide them to the Land Reforms
division of the Planning Commission. Howsver, if we roughly
assumeé that the proportion of sir and khudkasht lands retained
by zamindars in a1l States would be roughly the same as it was
in U.P. (about 16.0 per cent), we would find that, roughly, about
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258 million acres of land had been transferred from the zamindars
to the State. If we classify this ares between cultivated and
uncultivated on the same basis as one finds in case of all India
data, we would find that of these 258 million acres, as much as
113 million acres must he cultivated and would be in the posse-
ssion of peasants, while 145 million acres would be forest 1and,
pastures, wastes etc. and would be under the control of the State,
at the village, tehsil, district and State levels.

Even more significant are the results of the sample village
investigations in UP conducted by the Deépartment of Economics,
University of Lucknow, in connection with their rescarch project
relating to 'Land Reforms in UP'!', According to these investiga-
tions, zamindari gholition in the State had affected the following
percentages of area and village people in the sampled villages
(which can also be generalised for the State as a whola).

Table 2: Households and Areg covered by zemindari Abolition
in the Sampls Villages.

Total  House- Percen- Village Area Percentage
Region No.of  holds tags area in coverad of 6 to 5
house- affect- of 3 acres by za-
holds ed by to 2 indari
zamin- aboli-
dari tion
1 2 3 4 5 6 7
Western 5233 1509 28 .84 38233 23736 84.07
Central 3209 1027 32.00 11089 10709 96.57
Bundelkhand 1789 716 40.07 28182 24617 87.35
Kastern 3805 1762 46 .31 13100 12744 97 .28
All 14036 5014 35.72 80604 71806 89.09

Source: Baljit Singh and Shridhar Misra. "A Study of Land Reforms
in Uttar Pradesh", Jan.1962, (Mimsographed), p.143.

The vast changes in the socio-economic structure of rural
society bourd to follow from these legislative megsures are only
too obvious. Thé abolition gnd elimination of vestiges of feudal
power from as much as ghout one-third of the total cultivated area
of the country and about an equal proportion of uncultivated 1lands
would lead, and have led to many beneficial effects. Even though
in monetary terms, and for immediate future, these results are
not spectacular (sincé no reduction in rent or revenus in favour
of peasants had been effected in any State), their economic signi-
figance in the long-run is very great since the cultivating
peasants on these lands are relisved for sver ofthe harassments,
illegal feudgl levies and dimpositions, and artitrary evictions
under socic-aconomic pressures etc. Moreover, the rights of the
zamindars to raise rents in casss of increases in productivity or
incomes from the lands wss now transferred to the State which it
could exercise in a manner most conducive to facilitate agricul-
tural development. Further, the benefits in social, peychological
and moral terms were vary great indeed. In a country which had
heen groaning under the feudal oppressions of the British and
the landlords for such a long period, the tremendous sense of
relegse from their shackles was bound to relesgse new energy and
enthusiasm amongst the working peasants and the landless popula-
tion who were the worst victims of their excesses.

These reforms would have meant a much greater diffusion of
ownership rights in land as well if the transfer of ownership from
the zamindars to the state would have been accompanied with an
garly transfer of ownership rights on these¢ lands to the tillers
settlied onthem. But such rights had toc be obtained by paymsnt
of large sums of money, an aspect to which we shgll presently
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turn our attention. gince not many tenants exercised these rights,
the ownership of bulk of thess lands remained with the State and
owngrship (including therein the right of free transfer) was not
transferrad to the rural households settled on it.x*

However, if we ignore this aspect of the matter, and consider
the change in the concentration of ownership of landholdings after
the abolition of zamindari, it would bs self-evident that concen-
tration of ownership of landholdings after the agbolition of zamin-
dari, it would be self-aevident that concentration of ownership was
taken sway by the Statse.

In this context, it has become quite common to compare the
concentration of household ownership holdings, as revealeéd by the
N.S.S. data on landholdings collected in the Eighth round (1954-
55), with the concentration of household operational holdings in
the same period and to come to the conclusion that even after
abolition of zamindari no serious chahges in concentragtion of
landholdings, owned or operated, had come about until the year
1953-54 to which the data refer. However, this way of looking
at NSS data is to mgke a serious srror. PFirstly, this method
assumes that by the year 1953-54, most zamindari abolition legis-
lation had been implemented which is not in fact the truth.
Zamindari laws had been implemented over bulk of the gzamindari
tenure lands only towards Ehe close of 1956, ** and not earlier.
But this is only a minor aspect of the error, The major source
of error lies in the fact that the changes in concentration of
ownership of lands after abolition of zamindari must be judged aftsr
full collection of data about the pattern of land ownership, duly
classified according to the size of lands included in zamindaris of
different intermediaries, as it existed before abolition. Then
alane it should be compared with similar data availgble for the
year 19564+57. In whatever data are gvailgble for the pre-aboli-
tion period, all lands taken over by the State after such aboli-
tion gre usually not included in the ownership holdings of
individual housseholds as they ought to be for proper comparison.
And in the data for the post-abolition period, these lands should
be excluded from the data of ownership holdings of rural house-
holds except for that part of which the ownership rights might
have been transferr-d to rural households and no longer retained
in the hands of the state.

On the other hand, if ownership holdings were to be defined
more broadly, as was done in the¢ N,S.S. survey and all other
investigations about land distribution including the census of
1gndholdings, to include within ownership holdings all lands on
which peasants enjoyed rights of perpetual occupancy with or
without rights of transfer, it would be obvious that such kind of -
data about household ownership holdings collected at any period
would not reflect much.changé in the concentration of ownership
holdings since gbolition of intermediaries had not affected

* Therg 1s a very sound economic and practical reason that suggests
itself as the cause of not transferring ownership of State lands to
its occupants. As for the considerations of realising compensation
money from the occupants, it could slso have been raised in small
instalments over a long period by transferring ownership compulsorily
soon after the gbolition of zamindari. But the more important
reasons appear to have been, though no where thus explained, that ;
these ownership rights might again be sold up to rich moneylenders,
traders, and rich landlords and pegsants might once again lose .

them, until sufficient ground had not been prepared by strengthening
the revenue administration and imposition of ceilings on land-
holdings, when this hgzard would be considerably minimised.

** Grigory Kotovsky, op.cit., p.70.
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ownership rights in that sense significantly. Quite a large
number of occupants of what have now been taken over as Stats
lands had been enjoying ownership rights over their lands in this
spacific sense €ven prior to the abolition of intermediaries.
These rights were secured by them after hard struggle against the
- zamindars, especially in the decade befors the advent of Inde-
pendencs. And it is only a small fraction of occupants whose
rights have beeome secure on these lands only after rights of
ownership have been vested in the Stgte. Considerable differsence
in concentration of ownership holdings (even in the perpetual
occupaniy sense of ownership) could bg visible if even fragmentary
data were available shbout such holdihgs for the princely States
where occupancy rights even in this sense did not exist prior to
zamindari agbolition. But since no such data are availgble, the
change doeés not become vaery evident.

Other Bensgfits to tenants on Lgnds tgken over by the State;

In most States, benaefits of security of tenure ard fixity of
rent have been conferred upon all occupants of land now owned by
the State except for sStates 1like West Bengal where bargadars
settled on State lands are allowed to cultivate only from year to
year. As already stated, it was only in the former British pro-
vinces that on the large bulk of these areas, security of tenure had
been conferred upon the occupants. Even thesé were subject to certain
overriding privileges of zamindars through which they could harass
the tenants, But in areas of formerly princely States, no such
security of tenure existed, and was €onferred for the first time.
Moreover, in quite a few States tenants acquired right of ownership
in these lands. For instance, bhumidari rights in UP were acquired
by persons over ... million acres of land. Similarly in Bombay,
rights of ownership were acquired by .., pérsons over .... acres of
land. No estimates for the whols country are available regarding
the aextent of purchase of ownership rights by different gradses
of tenants, But if the figures for UP provide some indication, the
number of persons and acreage involved must have been at least
between 10% of the total cultivated area and these lands have
passeéd from the hands of the state into individual ownership.

It is of course significant that it has been usually the
occupants of large holdings who have been able to purchase lands
from the State more than the occupants of small parcels, For
instance, in UP it was seen that thers existed a close correlation
betwesn the size of land held and the proporticn of total land in
that size-group acquired through purchase or acquisition of owner-
ship rights. But all these persons have formerly been tillers of
land, and do include different size-groups of peasant cultivators,
evan holders of one or two acres., No doubt it is only a partial
fulfilment of the slogan 'land to the tiller'.- which slogan never
implied transfer of land to the tiller free of charge - but never-
theless it is a redemption of the pledge at least on one-third
of the total cultivated aresa.

As regards the payments madé by occupants for the acquisition
of these ownership rights, their magnitude and amount would normally
have been destermined by the degree of socigl consciousness generagted
against the rights of landlords. The Congress was not interested
in arousing such expectations since it would have meant a general
and brutal attack on private property in land which could easily
recoil on private property in general. Zamindari was therefore
nowhere abolished without compensation except in Jammu and Kashmir.
But even the Perty had not -been succeessful in raising the peasent
consciousness to such g heightened level sxcept in the Telengana
region of Andhra where, unfortunatsly, the movement had also taksn
a violent turn against the general stream of the ngtional movement.
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At the time when thers was a grand opportunity to intervene
effectively on behalf of the tenants for securing for them rights
of land ownership with the least amount of compensation, the Party
was engaged in debunking the aentire Congress programme of agrarian
reforms, and Independence itself was looked upon as a mere fraud,
and unregl. No -onder that no better terms could be secured for
the tillers for ownership rights in their land.

OQther Features of Zamindari Abolition:

dowever, the other important aspects of zamindari abolition
pertain to its financial implications, retention of large tracts of
sir and khudkasht lands by zemindars, its effects on the distribution
of total cultivated area, on the modes of farming and land utili-
sation (including therein the forms of utilisation of labour power),
on productive investmgnt on land, end its effects on production
and productivity in Indian agriculture. These¢ aspects have bssh
important even in raiyotwari areas where the State did not acquire
ownarship of any land whatever (the ownership of wastes and other
uncultivated lands in these States had aslways been in the hands of
the State unlike In the zamindari areas), but where tenancy
legislation was introduced with more or less similar purposes which
were sought to be achieved by taking over of zamindari lands in
zamindari areas. Let us consider these aspccts one by one.

Fingncial Implications:

In their financigl aspects, the abolition of intermediaries
has been a very expensive and unéconomic operetion, For instancse,
for UP, the gtudy of Dr. Baljit Singh and Shridhar Misra, demon-
strates that after taking account of all the increagse in gross
revenue collcctions, and deducting these from the charges to be
incurred on land revenue admimistration, and payment of compensation,
the State would be losing about Rs. 4 crores of revenue gnnually
and to this extent woculd be fingncing the abolition of zamindari
from resources derived by taking the non-agricultural sections
of population in the State. Again, for India as a whole, Prof.
M.L. Dantwala has provided approximate figures of the likely
shortfalls in State revenues gfter meeting the obligations on
account of increased charges of revenue administration and payment
of compensation. These data are shown in the following tahle:

Table 3: Net impact of Zamindari abolition on State Rresdurcaes:
First and Second Plans.

(Rs. lakhs)

St ate Net resources Compensation Net
before paid impact.
compens ation.

Andhra Pradesh - 909 A2 3l -1281.1
ASsam - 84 43.7 - 127.7
Bihar + 840 . 1096.0 - 225.0
Bombay +1880 403.0 *¥1187.0
Jammu & Kashmir - 32 - - 32.0
Kerala - 335 - - 335.0
Madhya Pradesh + 123 1234 .6 -1111.6
Madras - 312 ©663.6 =, 8.6
Mysore + 731 119.4 - 611.6
Orissa + 20 227 .4 - 207.4
Punjab - 596 - - 596.0
Rajasthan + 343 1007.5 - 664.5
Uttar Pradesh +6877 2837.0 +4040 .0
West Bengal ~ 776 662.1 -1438.1

T e T S S mm e e e T T e W AR A v e W YT em e e e EE e e e AE W oy T ey e T ey o 0 e o o TR e m S . -
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From these data it becomes evident that the financial burden
of compensation payments arex and would remain heavy until the
compensation claims of former zamindars are fully liquidated.

This means that, although feudal burdens on the peasants appear to
have been abolished, yet the entire burden which the peasants

were carrying so far has been capitalised at such a héavy sum

that agricultural sector would remain unrelisved of these burdens
for as long as 30 - 40 years to come. The total burden of com-
pensation payments is Rs.670.00 crores of which only about Rs.250
crores have been paid which will naturally be derived from compen-
sation payments made by tenants or from general taxes raised from
the non-agricultural sections of the population. Feudal burdens
hgve thus merely chegnged their fomm into money and these have to
be paid now by the gntire society, a portion of the burdens having
been shifted even to non-agricultural sectors. This is the price
that the Indian economy had to pay, and will continue to pay for
the abolition of feudalism with compensation and zamind ars have
succassfully imposed a heavy tribute, even though once for all,

on our ngscent developing economy.

Nevertheless, the change in the form of these burdens into
money is important, and has an econcmic significance. What was
formerly exercised as arbitrary power, and reaglized year hy year
in terms of cash and kind income derived in the form of rent
payments by individual landlords with full certainty of continuance
of these powers in future years, has now been converted into
capital becausc the capitalist mode of production in India has
established its supremacy with the installation of the Indian
bourgeoisie into 3tate power. In a cagpitalist economy, the
feudal burden on agriculture proved to be agn anachronism and had
to be ligquidated. But those feudal bundle of rights were in
substance and in ultimaste gnalysis nothing but sources &f incomae.
And, in bourgeois order, sufficient capital which would yield
an almost equivalent income to the landlerd interests on the
basis of current ragte of interest has to be provided to them if
bourgeois property itself has to be prevented from attack, and
hence the financial burden imposed on the society.

these feudal burdens could be diminished only by an effective
intervention at the time when the struggle for laml was being waged
by the zamindars in the legislatures and law courts. But, unfor-
tunately, at that time, the party had somehow come to believe
that capltalism had already made decp inroads into the agricdltural
sector while cgpitalism was only in its years of infancy, trying
to rush into the Indian system and engaged in g life and death
struggle with the feudal and colonigl order., The threat of a grolce:
proletarian revolution posed by the Party to the young bourgeois
order, through its policy of armed struggle, inevitably drove the
nascent bourgeoisie to make compromises with the feudal interests
and grant them more congessions. Had the Party assessed the situa-
'tion objectively, perhaps the bourgecoisie would have been more
radical .and undermined the powers of the bourgsoisie much more
than it actuaglly did under the then sccio-political situation
and alignment of class-~fcrces.

Retention of 8ir snd Khudkasht Lands:

Apart from heavy rates of compensation payments another major
concassion granted to the intermediaries has heen the right given
to them to retain their entire lands recorded as sir and khudkasht
cultivation, khas or gharkhed lands ete. In several states, under
the laws prevalent the intermediaries had definite tracts of lands
reserved for their personal cultivation. The extent of thase
lands was earmarked in official records and no occupancy rights
could accrue to tenants even if thgse were given on least. In
other States, there were no specific areas of land marked out as
the sir and khudkasht lands of intermediaries but they possessed
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a genéral right to take whatever lands they liked, aml in some
States, an unlimited area, under their personal cultivation.

The new zamindarli sgbolition laws, permitted the zamindars to retain
such lands under their own persongl cultivation. If they had no
land under their cultivation, the laws allowed them to resume some
lands under certain conditions, by e victing tenants from a part

of their lands. In certain states, like UP, Dclhi, whatever
portion of their sir and khudkasht lands was given on leas® to
tenants was not allowed to be resumed by tham. The tenants wers
given rights of occupancy, security of tenure and fixity of rent

on these for temporary periods in the esrly years immediately

after the reform. But later they tco were merged with the larger
class of permanent occupancy tenants, the Sirdars, Thus, in these
States, tha zamindars lost even g portion of their sir and
khudkasht lands. But where thae States were not so solicitous

about the tenants of sir lands, the zamindars indulged in evictions
of such tenants and resuméd areas for personal cultivation.

Similar rights of resumption were givén to landlords, viz.,
non-cultivating owners, in raiyatwari areas also where tenancy
legislation was intréduced. (These we shgll discuss in the next
section). And thers too extensive egvictions took place for
similar reasons, viz., that the landlords wanted to resume¢ lands
for personal cultivation. Thus, this measure is common to the
entire country,

This is the most controversial and crucial provision of ths
zamindari abolition and Tenancy reform laws. ALl the e€vils,
(\failures evasicns etc., of the laws have largely resulted from
the provisiocns related to this single measure. But while it is
undoubtedly true, it must be recallsd that zamindars were not
always, averywhere, entirely non- functional owners of land. While
this was true for the bulk of their land, on a part of their sir
and khudkasht lands they did undertske persongl cultivation by
engaging hired workers and maintgining a certain amount of caplital
stock on the farm. Thus, in somé areas, the zamindars were also
tillers - not in the sense in which the Congress Agrarign Reforms
Committee had defined a tiller viz., cne who alSo contributed his
own physical labour by participating in agricultural operations -
but in the sense of heing investors of capital in cultivation,
employing wage labour and supervising the productive proceszs in
agriculture. This aspect of thsir economic existence was iden-
tical, theoretically considered, with the sconomic existence of
the entire bourgeoisie as a class. Under the impact of commercial
agriculture developing in India, especially during the period of
British rule, the zamindars had also come to assume some of the
characteristics of the bourgedsie on some portions of their land.
And the emerging bourgeois class, taking advantage of this virtual
identity of their own interests as well as of the zamindars, adid
not attack this part of their economic existence at all. 1In fact,
it even encouraged them, znd put them on the path of carving oul
a bourgeois economic existence for themselves, by providing these
facilities to resume lands, and hy providing Tthem cepitalised
value of their feudal rights in terms of money. This provided :]

ideal conditions for their transition from being a useless and
parasitic social class to a cuseful productive class of bourgeois
farmers and thus be merged in the new bourgeoisis.

The mechanish for such trgnsition was provided in the 1laws
themselves. Personal cultivation in all statés - zgnindari or
raiyatwari - was defined in the laws to include cultivation with
the halp of supervisors and managers, by employing hired labour,
and investing capital in farming gperations. And while resunption
of land or retention of sir and khudkasht lands for such personal
cultivation was allowed, leasing of theése lands again Yo tenants
on rent was compulsorily prohibited for sll zemindars, small or
big, except for widows, minors and other disabled persons. -
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In certain states, provisions relating to tenants acquiring rights
of occupancy in lands which they had been cultivating for a certain
number of years uninterruptedly, further restricted the freedom of
landlords to ccntinue feudal exploitation by leéasing out lands to
cultivators and rack-renting them. A ceiling on further acquisition
of more land by zamindars was also imposed for the same rsasons,
lest, if permitted to acquire land beyond a certain maximom,
zamindars would naturally continue to exist ags 2z parasttic class.
This aspect of the matter may be explained at somewhat -greater
length.

without imposition of some restrictions on the extent of
ownership of lands, it is impossible to abolish feudal exploita-
tion, and convert the landlords into enterprising bourgeois farmezs.
Feudal exploitation arises merely from the title of ownership to
land, a fiction maintained by the law and supported by the might
of State powsr; but bourgeois exploitation arises from undertaking
actual productive opsrations with the help of investment of capital
and employing hired workers. It is possible for a persen to own
unlimited land, and to derive feudal revenuses out of that. But
it is impossible to undertake and organise cultivation, even with #
most modern machinery and equipment and employing even the largest
possible nmumber of wagc workers, over land beyond a cartain
maximum acreage. Therefore, prombticn of self-cultivation by the
zamindars even with the heip of hired lagbourers definitely nece-
ssitated imposition of somé limits on the extent of ownership of
their holdings which remained with them. And hence the limit on
future acquisition of land beymd what they already had as their
sir and khudkasht. More recently, since the extent of sir and
| khudkasht also proved to be much too large for efficient self-
cultivation by the former zamindars, ceilings on existing holdings
have also bsen imposed which we shall discuss in another section.

Thus, the whole strategy of Congress governments in their
programmes af agrarian reforms has be€en to curb the feudal sources
of existence of the foruser feudal classes and to promota,
encourage and strengthen their bourgeois features which they had
come t0 acquire in the course of the deve lopment of commodity
production in Indig. This means that the Congress governments
have thus framed the laws as to compel them legally to shed away
their feudal sources of income and power from land, but to derive
their income and power like the bourgeoisie itself from the investa
ment of money in land, and ownership of land entirely for purposss
of cultivation on bourgeois lines, with hired labour.

This strategy is evidently neither against the needs of the
time nor wrong in principle for g party of the bourgeoisie to
implement for meeting requirements of an independent capitalist
development of the Indisn economy . Even in the context of the-
policy of.'land to the tiller', the zamindar would have qualified
for being given ownership of land to the extent that he was
contributing a minimum amounis of physical labour in agricultural
oparations, if it could be found to obtain anywhere. This would
be so because the Congress was opposed to the landlords not as a group
of individuals belonging to a certain class but only to the feudal
characteristics of their economic existence. They hated their
tsins and not the sinners'. Therefore to expect the Congress to
liquidate the : feudales root and branch altogether and throw them
out of the body politic would, to say the lsast, amount to being
a visionary, a romanticist. Landlordism can be liquidated root
and branch only by the peasant, struggling vigorously against
feudal oppression under the leadership of a party which is dedicated
to end all forms of exploitatiocn, feudal or capitalist. Peasant &
social consciousness ngainst 4 feudal exploitation of such intensity
that feudals may not he allowed to continue in villages even on
their sir and khudkasht cultivation, engaged in bourgeois forms
of exploitation alone could be the gusarantse for the abolition
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of feudalism in a radical peasant way. But no political party,
not even the Communist Party, had reached such high levels of
maturity in their struggle against the landlords. The Party

may be said to have generated such consciousness in certain areas,
but their role in the entire national context being limited, this
understanding did not acquire any wide permsation in the national
consciousness nor did it become a part of the objectives of
Congress policy to abolish feudals root anhd branch without letting
them remain c¢ven on thelr sir and khudkasht lands.

Since the peasant had struggled largely under the leadership
of the Congress Party, it would be foolhardy, or rather naive,
to blame the Congress now for having attempted to abolish fhe
feudals by allowing them to retain large tracts of lamd for their
cultivation, The Congress, having had a pragmatic approach to
the emerging svolution of the Indian asgrarian economy, has preferred
to abolish feudalism in stages, graduslly, by first taking over
their tenanted lands, pushing through tenancy reforms, imposing
restrictions on leasing and acquisition of land beyond a maximum
etc., and now by imposing even further restrictions on them by
means of ceilings on existing land holdings which we shall discuss
in the next part of this paper.

And since the Party had wedded itself merely to a fixed idea
of an agrarian revolution by distribution of land amongst lam-
lass workers and poor péasants without having either worked
towards it or having prepared the country for it in terms of
political and social consciousness, it has failed even to under-
stand the me€asures the bourgeoisie has been tgking day by day,
nay hour by hour, in different states, as a part of its desperate
class battles against feudalism. These battles have been political,
legal, social and economic, and there have been many occasions
on which the Party could have effectively intervened in thesse
battles and, in a united front with the radical sections of
representgtivés of the peasant bourgeoisie inside the Congress,
could have cacured mgny more benefits and concessions for the
oppraessad peasantry and landless workers. But since it has
remained by and largs, away from the scenes of this class
struggle, it has failed eithsr to expand into the peasant movement
or to mgke its own impact felt on the agrarian question. If
anything, it has only improved the advantages of the landlords.

il

Socigl Conseguencas of Provisions for Retention of
Resumption for Personal Cultivation in Land Laws:

The provisions for retention of sir and khudkasht and for
resumption of lands for paersonal cultivation sparked off the
struggle for iand in g1l its intensity. The landlerds - both
zamindars and nan-cultlvating owners of land - naturally fought
for their economic and material interests, their breat and butter,
their very source of existence. And they naturaglly wanted to
retain as much land under their control as possible by whatever =
means could be employed, violent or non-vioclent, legal or illegal,
social or political, falr or corrupt, moral or immoral, or
persongl, They were bothered both about the provisions in laws
as to how they would bs gble to live in the future, as well as
in retgining or resuming as much land for personal cultivetion as
they could possibly manage to do with gll their power. They
resorted to eviction of tenants from their sir and khudkasht lands,
and from lards under tenant's occupation by means of violence,
pursuasion, fraud and all other possible dgvices. As the laws in
different states exempted certain types of lands from being taken
over lika the orchards and groves, the mads nesh plantings of
orchards and groves. In a mad rush to prove that they cultivated -W
huge tracts of lands personaglly, they rushed to purchase tractors in |
large numbers with the result that the number of tragctors in India,
in private hands, incressed almost by more than 250% in a brief L
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period of 5 years. From 6,900 tractors in 1951, the number ross
to _as many as 17700 by the yaar 1956. Significantly.snough,
betwaeen 1945 to 1961, this is the only quinguennium in which ths
rate of incresse in the number of tractors has been the most
rapid. And this happens to be the quinquennium in which zamindari
abolition laws have been implemented in most States.

Other devices that the zamindars tried were those of sales
ef lands to tenants prior to tagke over by the state, partitions
of zamindari lands and sir and khudkasht lands amongst relativas,
the former with a view to qualify for more compensation as small
zamind ars ¥ and the latter for retaining maximum land for personal
cul tivation by as many members of their families as possiblae.
Large number of benami transfers also took place in the hame of
fictitious persons on the records, whose lands in reality remained
in the possession of landlords.

In the matter of evictions, tenants-at-will and share-croppers
suffered the maximum since they were thg least protected gmongst
the poor peasantry.

The fantastic increase df corruption in administration which
has become manifest only more recently must have multiplied at
a very fast rate during this period of 1950 tc 1956 when zemindars
were taking recourse to 21l possible methods in theigstruggle for
retaining contrcl of land.

However, despite all these measures, the extent of the
sexk success ¢f these pitiable, lawless, arbitrary methods was

bound to be limited. By these means they might have succeeded

in evicting a couple of millions of tenants, extended their areas
retained for personal cultivation by as much as 10 to 50 per

cent in different states**, or even reglised z few crores morse

by way of compensation mcney by splitting up their zamindaris

into smaller bits. But gll the measures they took for protecting
themselves against the laws, only hastcned the day of their doom
as landlords,; as nornr-cultivating feudal exploiters, and would lead
them to turn more fhs znd more into cultivagtors of their own lands.
Of course the transition would be marked - as it is bound to be -
by many diffézalties and slowness of pace. But it will inevit-
~bly lead into one single direction viz. the conversion of former
Iandlords into capitalist farmers, cultivating hugse tracts of

land with the help of hired labour, engaged on very onerous terms
sincg the feudal socio-gconomic power of the feudal lords in

the villages still remagins, and by investment of cagpital. All
this has led and/continus to lead towards vital changes in

certain economic variehles during this period which we must
clearly understand before we can grasp the nature of the present
crisis in Indian agriculture.

Economic Conseguerces of transition of Intermedigriaes

into Capitalist Farmers and its Limitations:

The economic consequences of this process of transition of
former feudal intermediakies into bourgeois, capitalist farmers
have been quite complex. They are both positive as well as

*In tHe single ' state of UP, the number of gzamindars, estimated
as 2.02 million in 1947 in the UP zamindari Abolition Committec
Report Bad increased to 6.64 milliens.

**For instance, in UP the total area of land on which the zamin-
dars retained their Bhumdari rights remained virtually as much
as their totsl sir and khudkasht lands glthough the portions of
the sir let out tc tenants werg not supposed to remain with them
after abolition. TFew States have collected data about these
aspects of zamindari gbolition, and virtuglly no statistics are
available on these aspects.
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negative, and that is why they have cm fused students of agrarian
problems. On the one hand this trgnsition has introduced certgin
elements of dynamism in the Indien agrarian economy and led to
increase in agricultural output. The dynamism has been partict-
larly butteressed by the simultaneous sstablishment of a number
of development institutions like service cooperatives, and by providing
various kinds of technical facilities 1ike fertiliers, water,
improved seeds and extension services. However, at the same timg,
it has also revegled its own limitagtions for a rapid and sustained
process of ggriculturasl deve lopmént in future years. In fact
during the first three years of the Third Plan as mentioned in

the beginning of the paper, even the dynamir possibilities of

this structure appear to have sxhausted themselves due to which
stress on imposition of ceilings on existing holdings has been
considerahbly strengthened in Congress circles in recent years.

We shall look into these -aspeets in some details g 1ittle later

The most important thing to besr in mind is that the economic
consenuences of thid process of transition have neither been
similar, nor uniform in their quantitative manifestations in
different states and regions of India. And this is bound to be
so for obvious reasons since these economic consequences in turn
arg also dependent upon a large numier of other natural and socio-
ecohomic factors which evidently vary within wide limits in _
different parts of the country. The utterly confusing patteg& n
of regiongl veriations in respesct of productive investment in
land, increase in agricultural output, forms of employment ls
of labour power, development of marketig and credit institutions
ete., noted by numerous sconomists and students of the agrarian
problem in India 2ll point intoc the same direction. And @ach
person whoseé observations are confined tc a particular region
is justifiably ligble to differ from the point of visw of another
man who has derived his impressions on the basis of observations
in g different region. And reconciliation of mutually conflicting
views oh the agrarian problem is often prevented by extreme
paucity of data, despite so much thzt is available from all
the sources. In fact, whatever data are gvallable are utterly
inadequate since the methods of research in Indian agriculturs
have not yet been geared to the social and economic purposes of
agrarian policies. Neither the Congress nor the Party have
devoted any attention at all to insist on collection of such
statistics and in such a manner gs may be dirsctly useful for
me gsurdng the socio-aconcmic consequences of certain measures
of agrarian pclicy in clear and unambiguous ways. But vested
interests of the classes thrive primarily on the ignorance of
the masses about facts, and gbout the socic-eccnomic consequences
of various policies. Confusing methods, of research, ambiguaous
ways of defining categories of social analysis, and deliberate
digtortions of data in the very process of collection also serve
as tools, howsoever unconsciously, to blunt the sharp edge of
the class struggle in the country. However, these mgladies cannot
be fought in siclation from the general requirements of the
mass peasant movement in different phases of the struggle.

Hence it is unnecessary to dissipate more energy on them than
may be strictly necgssary.

However, desgite these variations betwecn regions, and
paucity, and limitations of data, we shall discuss here the
general nature and direction of the economic consequencas

emgnating from this process of transition as discussed above.

The following types of effaects are gengrally expgcted to
follow from the nature of these changes in the rights of int ermes-
dieries and the various restrictions placed on them under the
zamind gari gbolition laws:
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Effects on Concentration:

1. Concentration of cultivated holdings (as distinct
from concentration of ownership heldings) should become wordsg
than before if a fgirly large part of the land is retgined for
personal cultivation by an extremely small number of zamindars,
This would be the logical result if the concentration of owner-
ship holdings has been more than concédentration of cultivated
holdings prior to abeolition of intermediarics and the intermme~
diaries are enabled to retain large blocks of land for personal
cultivation, even by evicting former smagll cultivators. But
it must be stressed once again that only concentration of
cultivated holdings and not of ownership holdings would worsen
when compared to the period before the aboliticn.

2. Effects on Techniques of Hewbabe: On large sized farms,
which thus come into existence, usually one would expept invest-
ment of prcductive capital in machinery and equipment, and use
of more capital intensive tebhniques than lgbour intensive
techniques: In other words, the organic composition of cgpital
on these large farms is expected to rise.

3. Formg of Buployment of Lgbour Powsrs Correspondingly, the
forms of employment of labour power are also expected to changs on
these farms and largé~sized farms are expected to employ wage-
labour. Moreover, since more capital intensive types of farming
would be expaected to be dgvelopsd on these farms, the producti-
vity per worker.is also expectsd to rise. As regards total
employment in terms of number of men, it is expected to declins
although it will also depend on the types of crops grown,
nature of soil, irrigation etec.

4. Marketed gurplus: Normally, when share-croppers, who pay
about hwlf or more of gross produce as feudal rent onh this land
are evicted and they are re-amployed as agricultural workers
being paid only one fifth of the gross produce as their kind
wage, the proportion of total prcduce that would come into the
hands of the large-gized self-cul tivators would tend to rise,
and consequéntly the marketed surplus of the total preduce would
also rise since the landlord farmers would sell the bulk of the
additional share of the produce in the market, But, simultes-
neously, the power of the landlord farmers for hoarding produce
and thereby the power to influence prices of foodgrains in the
market would glsc tend to increase. At ths other end of scale,
it may only provisionally be stated that the demand of wage-
workers to buy foodgrains in the market would also increase
since even though a wage worker may consum€ less than a cultivating
peasant but the buys more. Thus, there would be some expansion
of home-market for agricultural cammodities in the rural areas
as well, apart from the expansion caused by the grcwth of the
urban population.

5. Effects onh Cgpital accumulation: All these factors would
be normally expected to lead to an increase in capital invest-
ment and accumulation on large-~sized farms.

6. Effects on Leasing out Land: Similarly, it would be
expected that with the increase in areas under self-cultivation of
former non-cultivating owners, the proportion of ares in leases
would be tending to declins.

7. Changes in output a,d input per acre: Similarly, with
the development of capitalist type of farming on largeé-sized farms,
the output and productivity of land as well as lagbour would be expected
to rise, and the amount of inpubs applied per unit of ares is
also expected to rise, and the costs per unit of putput of
large farms are expected to go down.
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Howsver, all these changes, enumerated gbove, are only
desired and expected to comeg abcut by the bourgeoisie from its
measures of land reform. But it fgils to reglise, due to its
myopic vision, that even its own class interests, cannot be
adequately served by creating such a narrow base for the develop-
ment of cagpitalist agriculture in the countryside. For all
these changes,mentioned above, to materialise to a significant
extent, it is necessary to consider certain basic_factors in
the Indian agrarign situaticn which thwart, hinder and belie the
hopas.cf the bourgeoisie. These fictors are (1) agTaIlan OVer-
population on the Test of the meagre land resources and lack of
alternative sources of income and employment for them; (ii)
continued social and political influence of the former feudal
interests in the villages, sinceé as a social class, retaining
a substantial part of their economic assets and sources—ef
incame, they still rémain; and (iii) continued hold of traders amd
mongylendsrs on the marketing and credit structure in the
agrarian sector.

These three structural factors seriously distort the pattem
of changes that follow from land reforms, and make the pace of
transition of landlords' personally cultivated farms into highly
productive capitalist farms extremely slow. The availagbility
of large numbsrs of poor people to work on their farms for very
low wagas, and thus the opportunity to reduce labour cost of
output without having to invest much cgpital, cbstruct the
emergenca of capital intensive techniques on %heir farms, at least
until such time as the cost of capital equipment relative to
labour in India is so high. Again, the wages paid to the land-
less workers can neither frise nor bes adequate so long as such
large numbers have to seek wage-employment over so few large
farms. Moreover, now that capitalist relations in aggricultural
production have to grow under a social framéwork in which the
social hold and influence..of the landlords on the woerking peasants
and landless workers still remains-strong, wage-expioitation of
the workers would be characterised even by some eleménts Of
feudal exploitation like the arbilrariness of klzyisnx behaviour
in TIXatIom atd payment of wages, and in observing the hours
of work etc.

Further, since sources of feudal exploitation of poor peasants
in trade and mgrketing are still available, 1landlords and zgricul-
tueists would tend to prefer investing their surplus capital
in trade and money lending rather than in cagpital formation on
the farm. In gddition, the various institutions set up by the
government for rural development and their gradugl subordination
to the influence of these ex-lanmdlord or trading and money-lending
interests introduce still further complications in the procaess of
change that is unfolded in the wake of land reforms but into which
it is difficult to go in detall at this stagse.

It is precisely due to these difficulties that the anticipated
changes proceed very slowly in Indian agriculture, in fact so
slowly as to be scarcely reflected in all India figures. And,
for that reason, a large section of the Party Comrades who iden-
tify development of cgpitalism in Indian agriculture with heavy
investment of capital in land, large-scale employment of wage-
labour, increase in per agcre productivity of land etec. tend to
draw the inference that Congress agrarian policies have not led
to any changes in India's agrarian structure and its stagnant
chagracter. In fact, people even deny the validity and reliability
of the figures of incregse in agricultural output, compiled in
government statistics, and also try to prove that paer acre
productivity of land has declined and capital investment has not
been made., But the slowness of pace of capitalist devslopment \
of agriculture in India should nct beguils one into drawing '
negative and false conclusicns, and prevent one from understanding
the complexity and clevernaess of the measures that lie behind
Congrass agrariasn policies. —
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These doubts of comrades are further reinforecead when,
instead of finding the conventional signposts of capitalist
agriculture developing in India at a rapid rate, they are
faced with all the negative features of capitalist develop-
ment developing at a much faster rate in the Indian agrarian
sector. They are baffled by the large increasse in the volume

\ of unemployment and underemploymént, decliné in the earmings
|of easual landless agricultural workers betwsen 1950-51 and
1956~ 57 and increase in their indebtedness, increasing dependence
of small and middle peasants on subsidiary incomes and liquidation
of their landed property amd assets noticed in a number of
surveys etc. It is perhagps unnecessary to argue that all these
are the inevitable consequences of developing capitalism in
agriculturé€, Such results would not come about until capitalism
and commodity production would not have bsgun to affect Indian
agriculture to a significant extent. But in so far as
capitalist developmént of agriculture is heing promoted on a
narrow basse, confined to a small section of 6x landlords anmd rid
peasants, and not extended to the widest possible base by
including in its orbit all working peasants, it is bound to
happen that negative results of cagpitglist develppment will
far exceed the positive rgsults. Hence the need to consider
ways and méans as to how this process, which cannot be reversed
becguse it is in the right direction, can be extended over a
much wider base so that the pesitive results of the present
course of agriculturasl development far outweigh or even elimi-
\nate the negative effects.

This is not to state that positive magnifestations of
capitalist devel-pment of agriculture are nct altogether discernible.
Most of these data are already and easily available in various
books and articles and need not be reproduced herex. We know
that the use of machinas.and other equipment has considerably
expanded; fertiliser consumption has rapidly grown up; magnitude
of fixed and working capital used in agriculture has gone up;
marketed surplus has increased; and some technological progress,
especially in the production of commercial crops, has béen mada.
Bven agricultural output and per acre yields of various crops
have gone up. But these are all altogethser too inadequate for

‘the requirements of g developing independent economy trying
to industriglise.

Tegnancy Legislation:

In the sphere of tenancy legislation the studies available
relate only to the effects of Bombay Tenancy and Agricultural
Lands Act of 1948 which was applied in Bombagy, Gujrat, Hydera-
bad and Saurashtra States. And they revegl that the effects
of tenancy legislation in thesdé arcas have also been similar
as described gbove. This similarity arises heécauss tenancy
reforms have glso made provisions for resumption of lard for
personal cultivation by non-cultivating 1landowners, which have
led to evictions of formar tenants and resort to personal
cultivation by former landlords in a similar way as in zamindari
areas. Therefore, all the likely affacts on diffeeent
economic aspects of agrarian reorganisation discussed already
also apply to tenancy reforms.

-

* See Grigory Kotovsky, Agrarian Reforms in India, Delhi, 1964,
pps161~-171. Bhewani Sen, Evolution of Agrarian Relations in
India, Delhi, 1962, p.252-258. S.C. Gupta, "Some Aspecis.of
Indian Agriculture", in Enquiry NO.B,5.C, Gupta, "New Trends
of Growth" in Seminar, on Indian Agriculture, Oct. 19262.
Baudhayan Chatterjes, "Agricultural Labour, iand Rsforms and
Enterprise", in Enquiry, Nos.2 and 3.
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The effects of Bombay Tenancy and Agriculturagl Lands Act
of 1948 upto the year 1954-55 were analysed by four eminent
gconomists and they all came to the conclusion that the act
was neither effectively implemented nor had the desired effacts=*.
However, it was about a decade ago when these studies were mads and
the picture must be substantially different by now. But in
the absence of any other studies, it is not possible to go into
the actmgl effects of tenancy reforms in details.

Conclusion on the Measures for Reform of the System of Landholdings

From the foregoing, it would be evident that Congress legis-
lation related to the reform of the system of landholding in
India 1s formulated basically in the interest of capitalist
dgvelopment.  .of.Indian agriculture from which should come all
the Increasg in agricultural output reaquired for gn ind gpendent
capitalist economy. But these magsures are too limited to
abollsh all the anti-feudal fetters which hinder India's agricul-
tural development. Even these limited measures have resulted
in a certain dynamism being introduced in aggricul ture. But
being too narrowly based, ill-conceived in the cantext of overall
man:land ratio in India, and far short even of the radical
solution which the Congress Party itself had worked out in 1949,
these have produced negative results more than the positive.

We have only to think out the measures of policy, and political
steps required to be enforced on the bourgeolsie, which will
carry theése measures forward and lead to positive results mors
than the negative ones.

' It need also be stressed upon that measures for reform of
fthe system of landholdings should not be considered merely as
reforms in revenue administration or in processes of revenue
collection only on the contrary, these measures cause and
yinitiatdv: vital changes in the entire agrarian organisation,

and become milestones in the process of unleashing the production
forces in Indig's agriculture.

* gee V.M. Pandekar, 'AReview of Land Reforms Studies'i
in Artha Vijnana, Val.4, No.4, pp.29% 330. |
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DEVELOPMENTS IN THD AGRARIAN ECONCIHY
PART 11

Measures for Reform of the System of Cultivation:

The other series of measures initiated by the
Congress Governments e rtain to the refom of the system
of land cultivation which include (i) fixation of ceilings
on existing holdings (ii) oromotion of cooperative farm-
ing (iii) Bhoodan and gramdan movements and (iv) consoli-
dation of land holdings. If all these measures are
viewed purely in the context of improving the agrarian
structure of farms as productive units of operation, we
would find that all these steps aim at achieving several
objects at the same time. Ceilings are intended to
limit the size ol farms in terms of acreage upto a maximum
and not to let farns increase in size beyond that maximum.
Cooperativesd are meant teo enlarge the cultivated units of
operations of small peasants by bringing them together
and enable them to be cultivated jointly. Bhoodan and
gramdan are basically political movements, inspired by
Gandhian ideas of voluntary redistribution of land to
the landless by seeking for them gifts from the landed
gentry, and thereafter organise them into an idyllic kind
of harmonious village communit; in which agriculture and
industry are blended together and organised cooperatively.
Consolidation of holdin s is a measure of policy intended
to bring all the scattered fzmagments included in any
holding of land, whether of an individual cr a coope-
rative society, and form them as one compact block since
that makes for better utilisation and more efficient
management of the farm as an operational uait.
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The last measure thus 1is applicable €qually to holdings of all
sizes and neutrsl in its distributional implications, except

for whatever marginal changes may be caussd in the process of
consolidation itself. We shall therefore not examine it any
further and state that the measure need bse supported vigorously
except for the struggle that may have to be waged for formulatirg
proper principles for the assessment of the value of lands and
their reallocation to different owners. Ws shall deal with
ceilings and cooperatives in some detail and with Bhoodan

and Gramdan movements only briefly.

Ceilings:

As already mentioned, ceilings on future acquisition of
land holdings were provided for in the zaminderi abolition of all
states, of which the aim was to sece that the agbolished inter-
mediaries do not resume the process of acquiring lends beyond
a certain 1limit and reconvert themselvas into rent-receiving
functionless parasttes once again, thus frustrating the basic
objects of the legislation. However, at that time, it was little
rgalised by the Congress' governments that even the tracts of
1and allowed to be retained or resumed for personal cultivation
under the laws werae much too large for efficient cultivagtion
in the present circumstances of Indian agriculture, Or even
if they realised it, under the then prevailing environment, they
did not consider it necessary to push their anti-feudal measurss
beyond the imposition of ceilings on future holdings*. And,
consequently, no provision was made for imposition of ceilings on
existing landholdings in zamind ari abolition laws, despite tha
fact that the Congress Agrarisn Reforms Committee as weall as
the First Pive Year Plan had recommended fixation of ceilings
on existing landholdings. Ceilings, according to Kumarappa
Committec's recommendations, were to form an integral part of
the legislation for sbolition of intermediaries and tenancy reform
and were to be fairly low. Bub since the struggle against ex
feudals was soft-pedalled, no heed was paid to these aspefts
of the problem.

However, in subsequent years, when the desired effects from
zamirdari gbolition laws failed to materialise, 2nd d eve lopment
agaencies for rurgl development failed to regis%er a significant
impact on technological and productive aspects of our agrarian
reorganisation, it was realised that fixagion of ceilings was
an urgent measure for the development of ggriculture. In ordsr
to reallse the full economic significance of the principle of
ceilings and its vast political potential in the context of the
ethod of our national movement, we must discuss it in some detail.

Cellings today are viewed largely and cessentially as a
.measure of land redistribution or of reducing disparities in
income. @&s a step for development of agricul%ural output,
productivity, investment, intensification of imputs in farming,
and promotion of improved agricultural practices, it is usually
considered as a derogatory step, even by sconomists. They sec
in the principle of ceilings a limitation on the principle of
aconomies of scale, maximisation of cgpital investment and
marketed surplus, and reduction of costs per unit of output.

This particular view of the problem in popular consciousnsss,
even in leftist circles, persists because no consistent exami-
nation has been made of the dimplications of the policy of

ceilings for agricultural development, and theilr extreme econonic

* Academicians have criticised this gap as the lack of an
integrated gpproach towards land reform at the time of zamindari
abolltl?n. (sée A.M. Khusro, Mimeographed lsctures on Land
Reforms).
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importance in the present situation of our agriculture. The
Kumarappa Committee had also conceived of the ceilings principle
mainly in the@¥ontext of not letting a large income accrue to
the individual since, according to the Committee 'as in other
sectors of the national sconomy, namely, commerce and industry,
so in aggriculture, an individual can have a high level of
income only through exploitation!., 4nd exploitation in this
context was understood by the Committee as cemployment of wage
labour on mechanised large farms run on a capitalist basis.

This gpproach of the Committes flowed from their Gandhian roots,
which were grounded essentiglly in the vision of bulilding up

an agrarian economy of small petty bourgsois commodity produ-
ction in which the working peasant was leading force and

which did not more towards a higher stage of technological

and scientific development. Howsver, despite these idealistic
and romantic disguises, the Committee had also provided its

own view of the economic rationagle of the principle of ceilings
in India in the followirg words:

"... the optimum size of the ferm is related to the
technique used and as our effort should be to find gainful
emp loyment for as many as possible on land till industries
develnp to absorb the surplus population, the technique which
may generally be used in agriculture is only better ploughs
and bullocks with aeccasional assistance of tractors and other
mechanical devices wherever needed. We feel that with bullock
and plough technique the optimum limit in the interest of
froper management by the owner cultivator should not be more
han threes times the economic holding. It is also difficult
to say with certginty if mechznised large scale farming is mors
efficient fram the point of view of productivity than peasant
farming on sconomic holdings assisted by cooperative better
farming socisty."

From these observations of the Committee, it is obvious
that the aims and purposes of cé&ikings are not merely distri-
butive or aimed only at socizal justice. There are certain
inherent compulsions in our agrarian economy, viz., to find
gainful employment for as magny as possible on land tild
industries develop to absorb the surplus population. And so
Iong as this compulsion in cur situation operates, the tech-
niques which will be generally used in agriculture would be
only better ploughs, and bullocks and we may add, more and more
water, fertilizers, improved secdd, better agricultural
practices of ploughing, sowing, hoeing, weeding, mm harvesting
and more valuable crops, etc., And whatever wse might do, we
cannot get away from this indispensable méed in Indian agri-
culture. If we pranote and establish a suitable institutional
framework for this purpose, we will get g most ragpid agricul-
turzl development, and fullest possible utilisgtion of all
technical and financial resocurces we are pumping into our
programmes of agricultursl development. But when we promote
other types of institutions, as has besn shown in the earlier
part of this paper, it is inevitable that neither the level
and efficiency of farming would develop nor would the measures
of State to promote agriculture would fruetify.

If we lock at this funmdamental and integragl link between
ceilings and agricultural development, it will be easy to
underst and why the bourgeocisie mmdxy had accepted the principle
of ceilings as early as in 1949, andwhy it has been so insigstent
upon their implementation since the Nagpur session of the Congress
in 1959. Ceilings are a logical extension of the idea that the
area of land that a person of a family can cultivate is much
smaller than what it can own. PFurther, when the owner has also
to participate in physical agricultural opsrations, on the

* Kummarappa Committee Report, ,p.22-23
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basis of a technique using bullocks, and ploughs rather then
tractors and without exploitation of wage labol@r, the size

of such a holding would hgve to be still smaller. 4nd since the
1idea of cellings was conceived in the context of prevailing
fechniques in Indian agriculture, and with a view to rind
maximum employment for magximum numbers, it is but natural that
the Kumarappa Committee had recommended that ceilings would
have t0 be fairly low.

At the present moment, the bourgeoisie is desparately
interestsd in pushing forth its programme of ceilings precisaly
because its hopes about agricultural dee lopment from its
programme of gzamindari abolition have not materiglised. Nor
has the boost socught to be provided by State institutions like
the Commdnity Development and National Extension Service or
Service Cooperatives been of much help. This is because of the
inddenuats agrarian structure that has besn created so far as
a result of land reforms. And since the only difect means
avagilable to the State areof making inputs for agricul ture
widely svailable, it has alsc to pursue a programme of ceilings
along with its agriculture development programme, in crder to
make its development programmes more effectivs.

Ceilin s are expected to split up existing large units
of ownership, which on paper, are also a1pposed to be the opere
Tiongl units, even further than has been decne hitherto. By
such splitting up, the units of operation that would come about
would be much smaller than would be reguired for ecanomic
cultivation with 3 tragctor or other heavy machinery. As a
consequence, cultivation by bullocks and ploughs is expected *o
be resorted to. Moreover, such holdings would be far more
comucive to the use of fertilizers, manures, improved seeds,
water etc. on the basis of prevailing techniques of cultivation
in our lagbour excess economy. Thése improved methods of culti-
vation and intensification of famming czn, in theory, take pl:ce
even on large private farms. But that will be economic and

ossible only at a stage of high irdustrial development.

8ntil such time that our man:land raticm remains what it is
agricultural development can come about only through small
holdings and intensification of farming.

b

In Marxist-Leninist theory, as well, a very importent place
has been assigned to the programme of land distribution, and
br eaking large ownership holdings into very small units immedia-
tely after a vevolution precisely with this end in view. But,
unfortunately, in the Gandhian doctrine, the principle in Marxist.-
Leninist writings also is couchsd in highly raedical terms
enphasising the social justice and distributive aspscts mors
than its economic productive aspects. Hamx However, Marxian theoxy
also provides the economic basis of such a programme which ths
Gandhian approach does not. Since capitalism is thwarted fronm
transforming agriculture under g semi-feudal tenurial framework,
it explaink how at a particular stage of the development of
commercialisation in agriculture, and capitalist relations in
industry, a programme of land distribution with full ownhership
rights To cultivating peasants, on howsosever small units of
production, will help to develop capitalist relations in
agriculture even further and more rapidly under a bourgeoils
government by raising the sphere of competitiveness, introduciion
of improved standards of husbandry and expanding to market Ifor
agricultural commodities infinitely. But since the rise of
the working class movement, bourgecois governments do nct usually
resort to a programme of land distribution in this manner. And
these tasks have usually to be completed by Socialist governmsuts
whose responsibility it becomes to implement a programme of
land reforms which is essential for releasing all these productivs
forces which remain foozen amd arrested in an underdeveloped =<
capitalist economy.
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If we look at our agriculture in this context it will
immediately become evident that the bourgsoisie is trying and
doing what is objectively necessary for the economy. But
berause of its own class interest, and the nature of its compro-
mises with the 1landlords and its vacillations, it is prevénted
from discharging its objective responsibilities in the best

\

interests of the country. It kesps the levels of ceilings high
~TH MOSt parts of the country even against the recommendations

of its own Committee; it grants all kinds of loopholes in the
laws by which the real productive effacts of the ceilings legis-
lation are consideragbly underminsd and production and productivity
do not grow fast aenough intensificgtion of agriculture doss

not come about adequately etec. And it would be obviocus to even
the most casual observer of the Indian agrariap scene that even
if the present 1levels of ceiling§ gre fully and genuinely
implementad, this will not solve the agrarian problem of the
country altogether since a eensslddeddion considergble section

of landless population would still remain which will not be
employed, and to absorb which, gven furthgr lowering of ceilings
may become MecesSsaly as the process of intensive agricultUrg,™
gatRETS momentum afnd  more ITTIgaticn, Iertilisers,. .and seeds
b€come _available TO correspond TC such. a.plocsss. But, at the
present stgge, effective Imposition of ceilings on operational
units even at these high levels is a sine gqus non for agricultural
development. And if woe can see the fulfilment of this programme
effactively, we would have made a signal contribution to ths
process of agricultural development in India,

Cooperative Farming:

The bourgeossie is further inhibited in its policies of land
reform by a thought that holdings below the basic size would not
ba economically viable and must be brught into cooperatives and
farmed jointly. Hence the programme of compulsory coopérative
farming recommended by the Kumgrappa Committes, for cultivators
whose holdings were below the basic size,* and who according
to the Committee, 'form about 40 or 50 per cent of Indian culti-
vators'.** This aspsect of the agrarian programme of thé bour-
geoisie need be carefully examined since the author of this note
has not been any intelligent and careful analysis of this aspect
anywhere, in the Congress or leftist writings.

We must immediately be able to see that the idea of a basic
holding is defined rclatively to some norm of an economic holding
belnw which the holdings would be 'palpably uneconomic from the
point of vigw of efficiency of egricultural cperations'., The
Committee has defined the economic holding as oné which (i)
affords s reasonsble standard of living to the cultivator gnd (2)
provides full employment to a family of normal size and at least
a pair of bullocks. It would be immediately obvious that this
way of defining an sconomic holding, has nothing in common with
the use of the word 'economic in economic science, in which any
activity in which output is grsater than input, or income is more
than costs, is considered economic. The Committee, by calling
a holding which it would like to see established as the norm
under Indian conditions under the influence of its Gandhian
predilections, has tended to create an impression that it has
gone strictly by the economic eriterion. While in practice, it
has only proved to be a nomative ideal which our various States
have sought tc impose in the country irrespective of any economic
considerations whatsoever. Hence the state of utter confusion
in the minds of Congregsmen and administratibrs about these
problems, and the force in the economic arguments of those who
are trying to defend the interests of large landholders.

If we understand an economic holding to be the one in which
output is greater than the cost of cultivation, including the
consumption of the family labour (not at prevailing wagé rates
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in the market but st the value of consumption of goods for his
family), it will be evident that the size of an economic holding
will continue to shift downwards with an intensification of
agricultural production. A holding of 5 acres may not be esconomic
if cultivated without water, fertilizers, msnures, improved sceds,
and wsown with poor crops like millets. But if sown with all
these other inputs, and with different crops, it might easily
enghle the small farmer to derive some income in excass of his
costs, howsoever, small the size of a holding. With changes in
prices and crop-patterns etc. changes in the margins where
~holdings are economic or uneconomic ars also likely to follow.
Hence, it would be sheer folly to have a fixation in ocne's

mind that only a holding bestowsed with a pair of bullocks and

a family of five members aglong can b2 econdmic in the sense of
providing an income more than its costs by whatever amount.

Another gssociated confusion in the use of the word 'econcmic’
arises from a certain rigid technical coefficient assumed for
carrying out agricultural productive gctivity. For instance,
it is assumed that technicglly it is not possible for a farmer
to cultivate his land efficiently if he does not have a bullock
or a plough gs his own property. But this techricgl relation is not
always necessary for carrying out cultivation. If a farmer can
obtain the services of a bullock on hire from his fellow culti-
vators, and pay Wire charges for bullock services on a daily or
hourly basis, he may still be able to raise some income in
excess of his costs of cultivation. Similerly, for family labour
subsisting on a farm, if incomeé from cultivation is not adequate
for meeting the annual consumption requirements of a peasant
family, some members or the whole family may engage in subsidiary
activi%ies like wage labour, non-agricultural activities, milk
selling, cattle raising etc. which will provide them sufficient
income to subsist in cultivation. 4nd yet the small income they
derive from cultivation may be more than the costs they incur to
raise it for which reason they may mct be willing tec give up
cultivation glso. Thus, from a strictly technical point of visw,
it is possible to carry on economic cultivation, under currently
prevailing techniques at many levels of output. Extension of
commerecialisation in the agrarian economy widens and déepeans
these variecties furthér. And depending upon the market prices,
cultivation on these different levels may be economic gt different
levels which will determine the relative disparitises of thesa
different levels which will dstcermine the rslative disparitiss
of thess different farms.

Thus, the technical and eccnomic optima, which have become
almost a fixation with Congrsssmén and bourgeois seconomists have
nothing in common with the true principles of economic sciencs
and are merely normagtive standagrds laid down on the basis of
certain ideals dsrived from Gandhian ideology. It is precisely
because of thesa confusions that many fruitless debates ars
going on amongst sconomists ss to why gross output per acre is
lgrger on small size holdings and yet why costs are higher psr
uhit of output when calculated by imputing az wage to family labour
at prevailing market rates.

But all these debates ignore that with the gradual extension
and penetrgtion of commercial agriculturé and emergence of market
relations in Indian agriculture the economic competition amongst
farmers beings sbout a process of differentigtion in their land-
holdings, labour and other inputs, capital rescurces etc. dug to
which hoidings of some yield a greater income in sxcess of costs,
and of others less, Various farmers try to compensate for this
difference by making reduction in such costs as are within their
control, the most obvious being their own consumption for family
labour. By reducing their levels ef consumption below even
subhuman levels, these farmers try to compensate for their higher
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costs in other respects like bullock charges etc. and thus
manage to draw a surplus income over their costs. Such of

them as are not able to dc even that beyond a point naturally
combine other subsidiary forms of activities to be ablse to

raise a low starmdard of subsistence from zll occupations
together rather than from a single activity of cultivation.

And those who are not gble to find even subsidiary forms of
activity to carry on get into chronic indebtcedness and gradually
sell away their assets of land and bullocks and become agri-
cultural lzbourers.

If this view of the process of agricultural development
currently under way in Indis be correct, it will be ohvious
that promotion of cocperative farming smongst these farmers
would not lead to any significant ressults at all so long as
all the ingtitutions that provide the basis of this process
of ggrarian e¢volution in India ars not altogether dore away
with, So long as the market for agricultural commodities remagins
free, monopolised by traders, and so long as agricultursl
finance obtained by these small cultivators comes from money-
lenders, both of whom exploit thelr grm poverty and contribute
to make theéir small farms even more uneconomic than they would
be on tschnical grounds, the process of intensification of
agriculture on these small fans would not begin. Moreover,
sd long as the feudal burden of reént on these small famers
remains what it is, which again works towards making their
small farming uneconomic, it will not be possible to bring
them into a framework of cooperative socigities. 4&nd so long
as all these institutions of a free private capitalist economy
in agriculture rsmain, and the bourgecis illusions of thaese
small farmers with their hopes of being able to become rich
from variable prices in the markst etc., cannot be done away
with, agriculture would continue to beg in a malaise,.

Nor is it easy to smash up market relations and commodity
production cn the basis of private ownership of 1land in agri-
culture in India at the present stage. This is because the
process of commodity production has yet to grow in its dimen-
sions which will also be conducive for rapid agricultural
development at present. It would be far more wise to think
out ways and means of pushing this process of growing market
relations in agriculture further and deepening and widening the
expansion of a home market in the agrarian sector for various
commoditiss and facteors of praduction. But the major obstacls
in pushing it further is the persistence of numerous sami-
feudal burdens snd the present distribution of lamd holdings which
itself is only an aspect of thesc semi-feudal characteristics
of agrarian organisation. Through its policy of ceilings,
the bourgeoisie is trying to make this distribution somewhat
more equalitarian, but it will have to bhe tgken down even
further by pushing the levels of ceilings even lower.

It is precisely for these reasons that little success has
been achieved in the promotion of coOoperative farming in India.
In fact, there are virtually no cooperative faming socieities
of small farmers of holdings below the basic sigze. Wherever
such societies have k®x even begen organised they have soon
ended up in failure, each holder tgking up his land for
individual cultivation because he feegls that he can raise a
higher output on his own land by his individual lgbour than is
possible within a cooperative. On the contrary, cooperatives
have been organised by those who are large landholdsrs, eX-
larmdlords and who have formed family coopergtives either to
save their lands from going over to the state, or from imposition
of ceilings or to derive financial benefits from govermment
loans and subsidies. Cooperative farming has been advocated
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by the bourgeocisie more as a romantic drgam, concocted as a

an ideal -of a harmonious village community managing its 1ife
cooperatively, in isolation from concrete reaglities of the stru-
ctura: of righ%s in hand that persist and the deep penetration of
capitalist relations in the Indiasn village that has alresdy gons
for and cannot be reversed. The process of differentiastion of
village people, amd their clinging tc their pstty parcels of land,
arises not because of their inherent 1love of land but becausae
in the current economic organisation, these miserable parcels of
land are like¢ units of small cahital, their basic productive
assets, with the help of which they will either swim or drown

in the ocean of the capitalist peasant economy.and they do not
want to give them up for the sake cf an uncertain form of
cooperativa organisation of which the success will depend mors
on what others do than by their own efforts. Hence cooperative
farming has proved to be a pre-mature programmeé, utilised more
by ex-landlords and large cultivators, and has thus turned into
a caricgture of its own.

In this context, to support a programme of cooperagtive farming
before ccmpletion of all anti-feudsl tasks in agriculture would
appear to be premature, adventurist and amount to being carried
away by the escape routes opened by the bourgeoisie for the
landlords. Nor will it be wise to assume that differentiation
on the basis of capitalist relaticns in sgriculture has advanced
to such an extent as to provide sufficient basis for small farmers
and wage labourers in agricultureé to raise the demand for largs
farms being taken over and run as State farms or cooperative farms.
For quite some time to ccme, the struggle of the peasant would be
concentrated upon the struggle for land, and for the removal of
all the feulal shackles on his productive powers. Until that
aspect of his demands, generated under a specific course of
hisbéric evolution, are not satisfied and met, he would not be
prepared to accept any such idealistic forms of economic organi-
sation like a cooperative commonwealth etec. In fact, the programme
of cooperative farming advanced by the bourgeoisie in the context
of today's agrerigh relations only tends to blunt the edge of class
struggle for lsnd raging in the countryside at present gnd keeps
the small farmers and landless labourers out of this struggle by
preaching to them illusory forms of eccnomic orgsnisation, which
would supposedly raise their levels cof living and wslfare without
the need for additional land. But the peasant knows better that
his self-interest lies more in holding to g piece of 1land for
individual cultivation in today's conditions than to go in for a
form of econmmic orgenisation which would constrain his freedom
considergbly without assuring him a minimum and regular income or
even the certaintity of efficient cooperative cultivation. Conse-
quently, all these measures remain based merely on the false beliefs
of the bourgeoisie which serve its own class interests gnd those
of the lgndlords whom it is trying to ccnvert into entrepreneurial
farms without touching upcn the vital problems of land distribu-
tion in gny significant way. -

Bhoodan zsnd Gramdan Movements:

These two movements are trying to tackle the problems of land
redistribution according to the postulates of Gandhian ideoclogy.
They are able to touch upon merely a friénge of the problem since
the workers in these two movements do not reglise the enormity of
the extent of concetration in the ownership of land still prevalent
nor the extent of feudal burdens that still remain on the peasent
producsrs. Moreovsr, they are also inhibited by the prejudices
of Gandhian ideclogy in favour of ¢ooperative farming without
realising nhow the demand of the peasant for land is frustrated and
thwart ed by the simultansous imposition on him of coopérative forms
of farming. Therefore, it will be sheer illusion to except much
from t?is mevement in terms of concrete achievements in the ovaerall
context .
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But in so far as the movements focus attention on the need
for redistribution of land in favour of poor peasants and land-
less workers, they do piay a positive part in a psychological
and moral sense.

Conclusions on the Meagsures for Reéform of the System of
Land Cultivation:

It will thus be seen that despite all the measures that the
bourgeoisie has tsken to change the size of operationagl units
in Indian agriculture, and promote more intensive agriculture on
them, it has not succeeded to any great extent in itsg efforts
mainly because its measurss for Peform of rights in land have been
taken in isolation from the measures for recform in the system
of cultivation. The bourgeoisie and bourgeois economists have
falled to see the integral connection betwcen these two aspects
of agrarian reform, even as clearly as the Kumarappa Commitee
had seen. And, currently, sceptical and cynicasl views are
expressed by the right-wing spokesmen in the Congress about any
further use of pushing forth land refoms any further. But from
the preceding account, it would be evident that thg failure and
the situation of crisis on the agrarian front arises precisely
becausa of the lack of correspondence between these two aspects
of goveérnment policyk on the one hand, and between the ingtitutions
set up by the bourgeoisie so far and the institutional pre-
requisites vitally necessary for intensification of agriculturs.
If by suitable measures of policy, we can make the bourgeocisis
move further aglong in the direction in which it is wanting to go,
unconsciously, without premeditation, on account of the objective
compulsions of our economic situation, but in which direction
it is not able to go because of its fear against the feudal
o4 interests, class nature of itg policies and its political insti-
tutions, we would have initiatad the process of an agrarian
resolution. It is by consistently exposing these contradictions
betweaen its programmes and policies, professions and performancs,
and its ideals and achievemeénts that it will be possible to
demons tratc to the pecple in gensral as well as to the Congrass
ranks how the¢ process of agrarian revolution which the Congress
in India had initigted can be taken to its successful completion.

In this view, to insist upon lower cegilings right from now
would also appear to be pre-mature since the bourgeoisie must
first effectively implemént 4@ its own ceilings. Thess policiss
properly implemented would lead to some further achievements on
the agrarian front, as did the meéasures for abolition of zamindari,
But soon again, a Stage would be reached when céilings would
have to be lowered again until all available labour in the
agrarian economy is fully utilised on small, intensively-culti-
vated fams. Of course to the extent rurai and urban industriali-
sation would lessen the pressure of pcpulation on land, the stags
of intensive agriculture would be reached much earlier., But
without having promoted intensive sgriculture on small sized
individual farms, cooperative farms would not comé into existence
since they would create vary many obstacles of incentives and
administration in the promotion of maximum utilisation of labour
and intensive use of land.

We should look upon the current proceéss of agricultural
development in India to be in a stage where the objective requirc-
ments of development of petty commodity production and commercial
agriculture are pressing the bourgeoisie for maximum possible
liberalisation of* the agrarian relations and the institutims of
trede and money-lending as well as waik for reducing the:burdens
of taxatlion on small-scale agriculture. But on the other hand,
the vested interests of the feudal lgnmdlords, traders and money-
lenders, 'a bureaucratic and corrupt administrstive machinery,
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and the political fears of the bourgecisie of sparking off a
working class or g peasant revoluticn are standirg in its way of
acting upto the objective situation. By the adoption of a correct
strategy, and appropriate tactics, we can phase the demands of

the peasant movement in such a way that the agrarian ccanomy may
be made to move in that direction.

Of course, it is likely that developments in the other sectors
of the econcmy, aB., collaboration of industrisal monopoly groups
with the imperialists, and their joint reliance on such elements
within the agrarian sector which have large holdings upto the
ceilings limits might retard this course of agrarian development,
and that section of the bourgeoisie which is expressing the
objective sconomic requirements of the small peasant for <«suph-
expansion of commercial agriculture might be gltogether stifled
by the rightist sections within the bourgenisie. But even in
that case, ths strategy of agrsrian progrgmme would not warrant
a change. Only the tactics of the peasant moveément will have
to be changed and would be govermed by a different set of circum-
stances.

B B ORI e Iy et T

Statistical Data and Various Qther Problems of
Indian Agriculture:

A vast amount of statistical data are availagble gbout Indian
agriculture. But few of these are directly sueful for reasching
fingl conclusions on the various aspects of Indian agrarian
problems deeslt with in the proceéding pageés. Many a time,
statigtical data are misleading about certain crucial featurss
of land relations (e.g., data on leasing) which might put one on an
altogether wrong track. It is therefore necessary to be cautious
while using these data. Such of them which throw some light on
the prcblems we have discussed, direct or indirsct, are givaen
balows

Agriculturagl Area, Oytput and Procductivity per Aere sincg 1949-950:

The followinhg table shows the indes numbers of cultivated
area, agricultural output and prcductivity per acre in India
since 1950-51:

Table 4: Index numbers of Area, cutput and Productivity per
acreé in Indian Agriculture (Agricultural year 1949-50=100) .

Area ) Cutput X Productivity
{ { DEY_ acre
Years =~ Food- " Non-food-~ ) Food- Non- Y Food- Non- food
grains -grains I grains food- | grains gralns.

, ) grains
1950~ 51 97O 110.8 20.5 25.6 92.4 95.6
1951~ 52 98.0 121.3 91,1 97.5 93.0 91.1
1952- 53 103.2 116.2 101.1 102.0 98 .0 89.3
1963- 54 110.2 115.9 119.1 114.3 108.1 90.3
1954~ 55 109.3 127 .4 115.0 117.0 105.2 94.9
1955- 56 RDEse) 130.7 115.3 116.8 103.0 91.7
1956- 57 112.5 134 .4 129.8 124.3 107.4 97.8
1857~ 68 110.7 36,4 10=.2 115.9 98.6 95.9
1958- 59 115.9 136.5 131.0 133.8 113.0 102.1
1959-60 115.3 137.7 126 .8 128.5 110.0 95.9
1960-61 114.5 138.9 135.6 139.9 118.4 106.9
1961-62 115.5 143.1 135.2 139.9  117.1 104.4
1962-63

Not Availabls.

g, 3o

1963-64
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From the preceding tgable, .it will be seen that area under
cultivation, aggricultural output and productivity per acre
have all increased during the period of 12 years from 1950-51:
to 1961-62, albeit very slowly. This increase has been
achigved as. a result of land reforms on the one hand and
increased usa of irrigstion, fertilisers and improved seeds,
cooperative credit as well as by means of increased use of
improved machinery and equipment as will be seen from the
following figures:

Table 5: Expansion of Irrigation, Use of Fertiligzers, Manures
and Improved Seeds in India Since 1250-51

Levals reached in
Ttem Unit. 1950- 51 1955-5 1960-61 1061-62 62=63

Irrigated Areg

Gross Araea illion acre 85.7 63.3 74 .4 77 0 80.3

Net Araeas il 5105 56-2 7000 72-0* 7500*
Fertilisers:

Nitrogenous 1000 tons 292.0 122.0 200.0 280.0 350.0
Phosphatic (P20s5) " Na A 70.00 72.0 80.0
Potassic (K) = NA NA 25.0 48.0 65 .0
Organic & Grean
Manuring

Urban compost Million toms NA NA 2.4 2.6 2.9

Rural compost " NA NA 66,0 75.0 83.0

Green mghuring " gereg NA NA 10.4 12.4 16.2
Plant protection il L NA NA 16.0 16 .0 17.0
Improved Seeds " " NA NA 55.0 67.0 81.0
Cooperative Credit

Shart and medium Rs.Croras NA NA 202.6 228.1 267.0

terms loans advanced

*Approximately calculated.

TABLE 5A: Agricjltural Implements and Machinery in use in India
agriculture in 1951, 1956 and 1961. :
(In thousand numbers)

Implements 1961 1956 1961
Ploughs:
Wooden 31,779.5 36,615.1 38, 371.8
Il‘on 93101 1736609 2, 208.2
Sugarcagne Crushers:
Operated by bullocks 519.5 545.0 590.2
Powsr-driven . 21.2 23.3 33,3
0il Engines .96.1 122.2 230.0
Electric pumps for irrigation 29 .8 54.8 160.2
Tractors:
Government owned 1.5 3.3 3.7
Privately owned 6.9 177 27.3

The preceding taghles are self-explanstory. However, it will
be noticed that the increase attained in input items and cooperative
credit which are provided from Stgte resources are still very slow.
Amongst items of agricultural machinery, which are obtained from
private resources or funds borrowed from State institutions, tractors s
Show a significant increase during 1951-.56, the regsond for which have
been explained in the earlier part of this nots.
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Burden of Compensation on State Resourcess:

However, progress in these items cannot be much faster
since govermment finances are burdened with the payment of huge
amounts of compensation as will be seen from the following table:

Table 6: Net Impagct of Zamindari Abolition on State
Resources:; First and Second Plans.
(Rs.1lgkhs)

State Net resources Compens g~ Net
before compensation tion paid Impact

Andhra Pradesh = 909 372.1 -1281.1
Assam - 84 43.7 - 127.7
Bihar + 840 1095.0 - 2560
Bombay +1590 403 +13187.0
Jammu & Kashmir - 39 - 2.0
Kerla - 335 - ~ 335.0
Madhya Pradesh + 123 1234.6 -1111.6
Madras - 312 669.6 - 981.6
Mysore + 731 119.4 + 611.6
Orissa + 20 227 o4& - 207.4
Punjab - 596 - -8596 .0
Rajasthan + 343 1007 .5 - 664.5
Uttar Pradssh +6877 28 37.0 -4040.0
West Bengal. ~ 776 662.1 -1438.1
Total +7473 8671.4 -1198 .4

It will be seen from the table thar annual resources af
all States are in deficit to the sxtent of about Rs.12 corrass
on account of the payment of compensation to zamindars despits
the increase in their revenue. And these dificits are met from
general revenues raised from non-agricultural sectors of the
economy. Thus, not only is agriculture not fully religved of the
fsudal burden, on account of compemsation paid and yet to be
pald to zamindars but the present policies also impose some
tribute on other sectors of the economy as well. Evidently, the
resources of the gtates for agricultural development would
ramain congiderably limited until the burden of compensation
is fully liquidated.

Legsing of Land and the_Burden of Rent:

However, apart from the burden of taxes, which must remain
ih tact in view of the ahove situation of state resources, the
burden of rent in Indian agrieulture still remagins high.
Unfortunately, no precise estimates of rentzl incomes in
agriculturglare available, One scholar has estimated rental
incomes to be as much as about 15.24 per cent of the total
value of agricultural output while gnother has estimated it to
be in the range of 21.3 par cent. But mone of these estimates
can be considered even approximately reliable because satisfactory
data about the area of land under leasing and the quantum of
rant paid on such area are not gvailabls.

This is because leasing of land in India, since the enact-
ment of land reforms laws, persists in highly disguised forms
and is not ascertainablse through fisld surveys conducted by the
interview method. The tenznts cultivating lands on lease as
wall as wwners giving out such leases are extremely reluctant
to reveagl these datag. Moreover, leasing is concegled under
saveral forms such as joint partnership cultivation, personal
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cultivation by hired wok €érs paid on share-cropping basis,
cultivation through bargadars, etc.  And under all these
arrangemants, a sizeable proportion of total output would bs
paid as rent for lagnd. But even rough gussses about the extent
of area involved in these arrangements are not agvailable.

These disguised forms of leasing and tenancy arise from
the large number of evictions of former tenants that have taken
place in the wake of zamindari abolitionand tenancy reforms
legislation. 4And all these large number of evicted tenants could
not have all been turned into landless workers covernight merely
because they have lost the legal fitle to land. For this class
of persons to be genuinely converted into agriculturagl proletariat
would 1m€ly that the owners of these lands have suddenly
decided to invest capital in cultivation and re-employ them on
the same land as workers on wageés. But, inevitably, thesea
conditions comé about only gradually and slowly. On the
records, the status of tenants as tenants is lost but in actual
practice, they would continue to be employed on the former lands
on more or less similar fterms except for g little contribution
of the owner, unlike in the previous period, towards the cost of
Seeds or magnure. And gradually, under the pressure of the laws
and threat of the tenants acquiring tenancy rights if they ars
allowed to remain on the lands without the necessary change in
the terms and conditions of their employment, the owhers would
exert themsleves to turn into entrepreneurigl cultivators.

It is perhaps for this reason that the rasults of the Second
Agricultural labour Enquiry, conducted for 1956-57 as the yaar
of reference, did not show gny incregse in the number of agricul-
tural wage workers over 1950-51, which should have been the cas=
if all gvictcd tenants would have become agricultursl workers

in real conditions. We know that all zamindari abolition laws
had been, by and large, implemented by the end of 1956, and
considerable gviction of tenants had taken place. &d yet the
number of agricultural workers in India had declined even in
absolute numbers, from 17.9 million households in 1950-51 to
16.3 million households in 1956-% ,

The data agbout the number of persons e€évicted in zaminderi
areas from sir and Khudkasht lands are extremely meagre. Even
the studies agbout the effects of land reforms in various states,
sponsored by the Research Programmes Committee of the Planning
Commission, do not all contain estimates of the number of persons
gvicted or of the area from which théy might have been thus
displaced. Hence, it is extremely difficult to know the area of
land and number of persons involved in such transitional forms
of cul tivation for the country as a whole. Availgble statistics
of leased out dean lands for the country, which are for thse
year 1953-54, would evidently fail to cover these transitional
forms which would be generally reported as areas under personal
cultivation with hired labour.

However, from one study for UP, we have indirectly tried to
gstimagte the arca of Sir and Khudkasht lands of the zamindars
from which tenants must have been evictad,; and by applying the
proportion of such areg in the total Sir and Khudkasht land to
the total number of persons originally cultivating these lands
as tenants, we find that as many 790,717 tenants or 19.2 per cent
of all tenants of sir must have been evicted from as much as
about 679.453 acres of sir and khudkasht lands in UP. And this
has happened in a State where resumption of sir and khudkasht
lands under tenants was not allowed in law at agll and all these
tenants were given rights of asamis (temporary occupancy tenancy)
immediately after the enforcement of the law and were converted
into sirdars a few years later. Evidently, on these lands in UP
these evicted tenants must be working under devious forms of
disguised tenancy.
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Again, in Bombay, during the period 1948 to 1951, the
number of protected tenants declined from 17.6 lakhs to 13.6
lakhs, a decline of 20 per cent. And the area held by them
during the same period decreagsed by 18 per cent. Again in
Hyderabad, during the period 1951-55, the number of protected
tenants declinad by 57 per cent and the ar:ag held by them
decreased by 59 per cent. In both States, in a large majority
of cases, tenants lost their lands as a result of 'voluntary
surrenders'. And according to an official report, such
surrenders had tgken place even in cases where the tenant was
aware Of his rights & granted under the law (because a majority
of tenants did not want to emtrange their relgtions with the
landholders on whom they d epended for many things in their
day-to-day 1ife. Reports of the Committees of the Panel on
Land Réforms, Planning Commission, 19859, pp.36-39.

The situation must be similar or worse in other states
where resumption on considerable scale has been permitted undar
the law for the former zamindars or non-cultivating owners, Am
if we make even the most conservative estimate, at least as
much as gbout 20.00 per cent of lgnd under so-czlled personal
cultivation of the ex-zamindars or formerly non-cultivating owners aa
must be burdened with such trgnsitiongl forms of tenants on which
remn ants of feudalism must be surviving in strong forms.

In addition, the estimates of area explicitgy under
leasing by sub-tenants and sharecroppers are about 20.0 per cent.
And added to the figure of about 20-0 per cent of the self-
cul tivated lands of former owners, the estimates of area on
which semi-feudzl burden of rant would be prevalent would appro-
timately be about 36.0 per cent of the total cultivated ares
in the cauntry.

In this background, if we look at the data about leasing of
land, personagl cultivation, and forms of cultivation etc. from -
the point of view of the chargcteristics of labour employed in
Indian ggriculture, we would be in a much better position to appreclate
the various statistical data available from diverse sources,
It is proposed to deal with these aspects in the following
paragraphs. -

Extent of Lecasing:

The most comprehsnsive figures about lezsing of land are
available from the data of the Eighth round of the NSS which
arg for the year 1953-54. In thege data, occupancy tenancy, i.s.
possession of land with permanent and heritgble rights with or
without rights of transfer hgve besn included under ownership.
Leasing of 1a.d has therefore basn studied only for such lands
orn which non-9dccupancy of rights of tenancy exist, on any terms
whatever. Moreover, it glso needs be realised that in 1953-34,
the process of abolition of zamindari was still in operation,
and the process of resumption of lands for self-cultivation by non-
cultivating owners or ex-zamindars had not yet been completed.
This woudd tmnd to overstate the areg under tenancy in the surveyse.
But on the other hand, the data could not have covered disguised
and concealed forms of tenancy subsisting on farms reported as
owned and self-opérated but actuglly cultivated on tenancy.
This would tend to underestimate the figures of leading. Wwith
these limitations, let us look at the figures,

The following table shows the area under lease according
to sixe of holdings:
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Table 7: Area leased out and Areg taken on leéase according
to size of Houssehold ownership gnd operational holdings
respaectively. Major crop Season 1953-54.

Household Ownership Household Operationgl Holdings
Size of Holdings Ton
Holding % of %age of %age to  %age of  %age of  %age of
(acres) house- owned total House- operated total
holds area leasaed holds area leased
leas- leased out talkking leased in
ingot out area land in area
arsa leass
0.01 - 0.99 8.13 .39 1.25 39.02 28.45 1.69
1.00 - 2,49 16,13 10.16 4,35 39,84 26,64 5.73
2.50 - 4.92 16.64 9.13 8.07 41,77 25.05 12.35
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