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One can be certain about the viability of a given institutional framework only when the relationships bet
ween individuals and groups of individuals operating within that framework have been properly stabilised by defin
ing the limits within which individual behaviour is allowed just and adequate discretionary powers. 

Js the institutional framework of the Indian agricultural sector viable? 

Is it capable of facilitating increased production? 

Can we through planned efforts change this framework? 

This article examines these issues. 

[ View i expressed in this article are those of the author and not necessarily those of the organization where he is 
employed.] 

T H E pivotal individual wi th in the 
institutional framework in agri

culture is the agriculturist-producer, 
whether an owner-cultivator, tenant-
cultivator or agricultural labourer. 
These three groups contribute the 
major share of agricultural production 
and it is, therefore, necessary to un
derstand the relationship between 
each of these three groups and other 
groups. The owner-cultivator has to 
deal in particular wi th money lenders 
for his credit needs, traders for 
marketing, shopkeepers for his domes
tic needs. The tenant-cultivator has to 
deal in addition wi th the non-cultivat
ing landowner, while the agricultural 
labourer has to deal w i th the big-cul
tivator, who is sometimes a capitalist 
farmer but most often a big landowner 
whose family members do not work 
on the farm. Let us examine these 
categories separately. 

(a) Urban Absentee Landowner 

Land reforms legislation aimed at 
removing the absentee landowner, 
whether of the Zamindar type or of 
the more recent category of urban-
resident non-cultivating landowner. 
Due to the loopholes in the legislation 
this category s t i l l predominates in 
many parts of the country though it 
has practically disappeared from some 
parts, such as Maharashtra and Guja
rat. As a political power, the absentee 
landowner is a non-entity except per
haps in a few areas such as Kerala, 
where the small non-cultivating urban 
landowner t i l ted the balance a few 
years back against the Communist 
Party rule. 

(b) Moneylender 

Inspite of money lending legislation 
which has not always been properly 
conceived, and inspite of efforts at 
developing credit co-operatives during 
the last decade after the publication 
of the A l l - Ind ia Rural Credit Survey 
Committee Report, the moneylender 

s t i l l dominates the field, the propor
tion of credit offered by co-operatives 
having risen from 3 per cent in 1951 
to only about 22 per cent in 1961-62. 
If we exclude the States of Maha
rashtra and Gujarat, in which co
operatives are well developed, the 
'moneylender' is s t i l l the major source 
of credit, though as w i l l be seen later, 
his position has undergone some 
changes. 

(c) Capitalist Farmer and Rural 
Non-cultivating Landowner 

The agricultural labourer deals either 
with the capitalist farmer or rural non-
cultivating landlord. Except in highly 
commercialised sectors like plantation, 
sugarcane, cotton, etc, we have not 
witnessed in India the evolution of the 
classical type of the 'Capitalist Far
mer'. Due to the decline of market
abil i ty of land as a result of restric
tions on land transfers, what we see 
instead is a new class of rural non-
cultivating landowners who are po l i t i 
cally dominant and who combine the 
worst feature of both classes viz, capi
talist farmers and feudal landlords. 
They exploit labour, not necessarily 
for increasing production through 
more efficient use of capital but for 
conspicuous consumption and for 
maintaining their social status in an 
outmoded rural social hierarchy. Urban 
interests who grumble about rural 
prosperity do not realise that this class 
of rural non-cultivating landowners is 
not at all representative of the rural 
areas.* Its dominant position enables 
it to take a lion's share of all bene
fits flowing from such schemes as co
operative credit, community develop
ment, package programme, etc. The 
low bargaining position of agricultu-

* This is the class which bears the 
lowest incidence of taxation in 
comparison to urban groups and 
hence is a potential source of 
revenue. 

ral labour enables him to appear as an 
owner-cultivator in the eyes of law. 
Though numerically small, this class 
of landowners commands a large area 
and even takes land on hire from 
others thus deriving benefits from the 
Tenancy legislation which is meant for 
small cultivators* Evidently our reform 
laws have helped those who can help 
themselves but not, to any large ex
tent, those producers who are really 
helpless. 

(d) Tenants 

The small tenant cultivator is gra
dually disappearing from the scene not 
by moving up the ladder to become 
an owner-cultivator but by being dis
possessed of land by the bigger cul t i 
vator and the rural non-cultivating 
landowner. Tenants of yesterday are 
today's agricultural labourers. 

(e) Agricultural Labourer 

With the gradual rnonetisation of the 
economy and the secular increase in 
prices of consumer goods without any 
corresponding increase in wages, the 
position of agricultural labourer appears 
to have worsened because of shift from 
k ind to cash wages in the more com
mercialised regions and increasing 
population pressures, the immediate 
impact of which is felt first by this 
class. Wi th the recent deterioration in 
the food position, the conditions of 
this group have worsened further. This 
is because the landless agricultural 
labourer derives li t t le benefit from i n 
creasing prices of foodgrains but is 
hi t the hardest because of his depen
dence on the market for foodgrain re
quirements during the lean season. No 
amount of sincere, honest, and dedi
cated effort on his part in increasing 
agricultural production is likely to 
yield him dividends. None of the 
rural development schemes ever reaches 
h im and even the village-level worker 
considers i t infra-dig to talk w i t h h im. 
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But more than ' 80 per cent of the 
h u m a n effort, which, makes the land 
yield crops, originates at his level, 
though he has l i t t le to do wi th "the 
decision making", which is a prero
gative of landowners only, 

({) Trader-cum -shopkecper 

While about 22 per cent of credit 
is supplied by co-operatives, less than 
5 per cent of produce is marketed by 
them. Regulated markets have failed 
to bring any material benefit to the 
agriculturists of many parts of the 
country. The trader-cum-shopkecper-
cum-moncylender is s t i l l the dominat
ing figure. The increasing prosperity of 
a small class of non-cultivating rural 
landowners has enabled it to enter the 
field of trading and moneylending and 
thus to replace to some extent the 
urban resident moneylender, which has 
resulted in a greater concentration of 
power wi th in the rural vested inte
rests. 

To sum up, the group of "owner-
cultivators" or the "family farmer" is 
a relatively small, politically unimport
ant and economically vulnerable group, 
consisting of individuals who want to 
go up the ladder to become capitalist 
farmer or non-cultivating landowner, 
or moneylender-cum-trader, but who 
are in reality losing their grip and are 
being pushed down to the status of 
tenants and finally of landless labour
ers. 

The question naturally arises as to 
what has happened to our various 
rural development schemes? Are we 
not pumping in large amounts in rural 
areas through a 'rural-biassed' fiscal 
policy? Do we not have cosily schemes 
for co-operative development? Are 
not the increasing prices of foodgrains 
benefiting agriculturists at the cost of 
the urban consumer? Is there not ade
quate capital formation in rural areas? 

I I 
Fiscal Policy for Rural Areas 
The fact is that we have yet to 

evolve an integrated fiscal policy for 
rural areas. We have not been able 
to evolve such a policy because of 
controversy in regard to policy frame
work arising from inadequate statis
tical data and the consequential igno
rance in regard to incidence of taxa
t ion in rural areas, net flow of savings 
and investments between urban and 
rural areas etc. Another important 
reason for the controversy is the wide 
divergence in approach on issues such 
as (a) public vs private sector, (b) 
capital intensive vs labour intensive 
techniques, (c) relative emphasis on 

the use of borrowed funds rather than 
owned funds for financing of outlay 
and (d) insti tutional vs financial plan
ning. 

(a) Divergence in approach ; For 
instance, while supporters of private 
sector envisage free flow of funds 
from one sector to another through 
private channels, others press for re
gulated flow of funds, after assigning 
an important role to co-operative/ 
public sector institutions. 

As regards capital intensive vs 
labour intensive techniques, how dif
ferences in approach on this issue 
affect fiscal policies is best 
exemplified by the absence of a com
mon production programme in regard 
to sugar and other agro-industries. 
This results in conflicts on policy is
sues which in turn directly affects 
the aid offered to labour intensive in
dustries in rural areas. While some 
press for larger foreign aid as also 
aid from Government, others press for 
austerity and self-reliance in the long 
range interest of the country. The 

former, therefore, expect the economy 
to develop through setting up of i n 
dustrial plants in urban areas and con
sequent emigration from the rural to 
urban sector;, the latter hold the view 
that for decades to come cottage in 
dustries would be an important sector 
from "employment" point of view. 
Divergence in regard to assessment of 
relative importance of planning for 
institutional change rather than me
rely financial and physical plan
ning is yet another aspect which needs 
special mention. While the adherents 
of the former press for development 
of co-operative institutions, land re
form measures, special institutions of 
co-operative type in regard to cottage 
industries etc, the latter generally tend 
to concentrate on spread of educa
t ion, "extension" activities, admini
strative co-ordination such as com
muni ty development programmes, 
'package' programmes, pilot schemes 
etc. 

(b) Lack of data: The lack of 
reliable data on the one hand and 
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divergence in approach to these basic 
issues on the other have a direct bear
ing on many of the controversies on 
policy relating to (i) supply of credit 
to rural areas, (ii) investment by or 
drain from the rural sector, ( i i i ) rural 
taxation, and (iv) outlays in rural 
areas. 

The rural sector, which has been 
for several decades supplied wi th 
credit through the money lender-cum-
trader system, is dependent on urban 
areas for credit to a substantial ex
tent. It w i l l have to continue to 
obtain for a long time to come urban 
based credit and hence the issue is to 
be faced whether the volume of funds 
channelled through co-operatives 
should be further increased. The sup
porters of private enterprise, as also 
many cooperators who have been dis
appointed at the unsatisfactory per
formance of co-operatives in many 
parts of the country (other than 
Maharashtra and Gujarat), are of the 
view that there should be no further 
sizeable increase in funds channelled 
through co-operatives and that com* 
mercial banks should be encouraged 
to undertake rural credit functions. 
Those who press for institutional 
planning, as also cooperators, are, 
however, of the view that co-opera
tives have largely failed to deliver the 
goods because of the inability of the 
Government to introduce the right 
type of policies. 

Rural - Urban Flows 

We have also no data to assess the 
extent of investment in the urban 
sector made by the rural sector or 
vice-versa. Wi th the gradual in 
crease of co-operative credit, at least 
in parts of the country, and w i t h the 
introduction of the money-lending 
legislation, a substantial part of the 
rural savings which accrued to the 
money-lender-cum-trader has found its 
way to investment fields other than 
"rural credit", such as motor trans
port, urban real estate, etc. The drain 
of intelligentia from the rural to the 
urban sector is yet another invisible 
method of investment in the urban 
sector by the rural sector. Such in 
visible transfer of resources as also 
continued drain of rural savings 
through traders who st i l l dominate the 
rural society have to be taken note of 
while deciding upon the size and i n 
cidence of taxation as also the 'out
lay' in the rural areas. 

While in the financial journals do
minated by urban interests, there is a 

clamour for increased rural taxation, 
it is st i l l an open question whether 
there is a justifiable need for higher 
taxation of all classes in rural areas, 
simultaneously wi th the imposition of 
land ceiling, particularly in view of the 
municipal octroi duties, illegal cesses 
payable to urban traders, rent pay
ments to urban resident absentee land 
lords, etc. There is yet another ques
t ion whether the incidence of taxation 
is equitable between one State and 
another and between different rural 
classes such as traders, big cultivators, 
small cultivators, tenants and labour
ers. An important issue which needs 
immediate examination is whether 
there is a real need for increasing rural 
taxation solely from the point of view 
of mopping up rural savings and for 
using them for industrial develop
ment in the public sector? That it 
would be most unjust if rural savings 
mopped up through higher taxation 
are used for giving larger loans to in
dustries in the private sector would 
perhaps be accepted by most people. 
But what should be the modus ope
randi for increasing rural taxation so 
as to ensure (1) utilisation of rural tax 
collections only for public sector i n 
dustries, and (2) equity in regard to 
tax incidence between the under-privi
leged farmer in rural areas and work 
ers in urban areas, is a subject which 
would bear detailed examination by 
competent authorities. 

Meaning of Priority 

That agriculture has to be given an 
important role in the Five Year Plans 
is a widely accepted proposition. What 
is perhaps not always realised is that 
a mere increase in the volume of outlay 
in financial terms from one Five Year 
Plan to another does not necessarily 
mean "according a higher priority". 
In fact, except during the period of 
acute food scarcity, agricultural per
sonnel, right from the Minister to the 
lowest taluka level official, have the 
lowest status, the least privileges and 
the weakest financial support in the 
official and non-official circles. Thus 
'outlay' in the rural areas needs to be 
measured not merely in terms of the 
size of expenditure proposed but also 
in terms of human resources, orga
nisational efforts and legislative me
asures for creating a proper insti tu
tional framework, and for providing 
adequate financial support. As a result 
of the land legislation, however half
hearted, there has been some decline 
in the drain of rural resources in the 
form of rent payments to urban land

owners, the funds inVested in the rural 
areas by urban land-owners, on the 
other hand, have also declined. There 
has not been a sizeable increase either 
in the volume of savings in the rural 
household sector, (except, in the case 
of rural non-cultivating landowners) 
or in the total outlay by Government 
in the rural sector as a whole. The 
persons employed in labour intensive 
industries in rural areas, wi th some 
exceptions, have also lost considerable 
ground. Today, labour intensive cot-
tage industries have to tight, wi th the 
back to the wall, a battle which is no 
less grim than the fight they had to 
put up during the British regime 
against the onslaught of English tex
tiles and machine products. 

To sum up, an assessment of fiscal 
policy in the rural areas needs to be 
made against the wider background 
and with particular reference to the 
extent to which policies have facilitat
ed acceleration of the rate of savings, 
investment and production in the agri
cultural and labour-intensive cottage 
industries sector. 

I l l 

Co-operative Development 
Schemes 

As compared to our performance in 
the sphere of fiscal policy for rural 
areas, we appear to have done better 
in regard to co-operative development. 
But thanks to the controversy between 
the self-help school, the Integrated 
Rural Credit Scheme and co-operative 
village management, the crucial problem 
of changing the institutional framework 
through careful formulation of rules 
and procedures governing the per
formance of co-operatives and ade
quate state aid to prevent domina
tion of co-operatives by vested inter
ests, has been relegated to the back-
ground. That the co-operatives have 
not done better is largely because of 
the continued domination of the vest
ed interests over Central Co-operative 
Banks, primary credit societies and 
marketing co-operatives. 

The first important reason for the 
domination by vested interests is the 
predominance of urban residents, land
lords, and individuals in the manag
ing committees of the central banks, 
This could be easily set right by state 
participation in the management of 
central co-operative bank's but, un
fortunately, this has not been done in 
many States. 

Second, representatives of credit 
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societies on managing committees of 
central banks do not work in the in 
terests of the societies because many 
credit societies are themselves domi
nated by vested interests such as rural 
non-cultivating landowners, big cul t i 
vators -cum-traders, etc. This means 
that domination over primary credit 
societies has to be prevented first. 

Th i rd , laxity in adherence to the 
rules and procedures, inefficient man
agement (because of shortage of train
ed personnel to manage a large num
ber of ;o-operatives) and incomplete 
understanding of the crop loan system 
give large scope for vested interests 
to take arbitrary decisions regarding 
sanctioning of credit limits to socie
ties. 

H o l d of Vested Interests 

As is well known, the central fin
ancing agencies are sometimes used as 
spring boards for political elections. 
But what the vested interests do in 
the central banks is to exploit the 
vagueness in the rules and procedures 
to allocate larger sums to the areas in 
which they are interested or permit 
extension of the date of repayment. 
A l l this is possible because loan pro
cedures are defective and loan policy 
is rarely formulated after careful con
sideration of the requirements of each 
region. 

Further, in regard to primary so
cieties as long as land reforms legisla
tion is not fully implemented, the class 
differences in the villages w i l l con
tinue to exist and to that extent, do
mination over primary credit societies 
by the vested interests cannot alto
gether be ruled out. Second, the 
Rural Credit Survey Committee's re
commendation regarding State partici
pation in primaries appears to have 
been treaty... w i th scant respect. This 
has resulted in continued domination 
by vested interests. Thi rd , societies 
are not viable units, and as the crop 
loan system has not been adopted and 
as there are no State nominees on the 
managing committees, it is not pos
sible for societies to adhere strictly to 
the rules and procedures wi th the as
sistance of a trained management. The 
honorary or i l l-paid secretaries are at 
the mercy of vested interest groups in 
the managing committee which only 
perpetuates the domination of vested 
interests. 

As regards domination by vested i n 
terests of the marketing societies, the 

problem is somewhat similar to that 
of central banks but is perhaps more 
difficult because of the special pro
blems faced in the development of 
co-operative marketing. Most of the 
marketing societies have urban inter
ests and rarely are all the primary 
credit societies in the area of opera
tion of the marketing societies affiliat
ed to them. Thus there is no organic 
l ink between the marketing and the 
credit society. What is required at 
this stage is organisation, preferably 
of a pure, federal type, of a market
ing society in which individuals are 
not allowed to become members and 
the managing committee is constitut
ed by the representatives of all the 
primary credit societies in its area of 
operalion. Second, when marketing 
societies are being organised, ade
quate attention has to be paid to co
operative processing of produce. If not, 
traders-cum-owners of processing units 
find marketing societies a convenient 
source for purchasing produce and 
then processing it before selling in 
terminal markets. As the rules regard
ing disbursement of pledge finance 
have not been properly formulated in 
many central banks, the traders 
use co-operative funds for financing 
their trading operations. Thi rd , 
whereas rules and procedure regarding 
credit cooperatives have been formu
lated with the help of experience and 
the crop loan system has been evolved 
for regularising disbursement of co
operative credit, much remains to be 
done in regard to marketing co
operatives, in respect of formulation 
of rules and procedures. Except for 
sugar in Maharashtra and in Gujarat, 
where a set of rules and procedures 
has been evolved in the course of 
development of cotton marketing co
operatives, we have had very little ex
perience to go by in recommending 
the line of action for the development 
of marketing co-operatives. Thus, 
what is required at this stage is for
mulation of a set of rules and pro
cedures—similar to the crop loan 
system for credit co-operatives—on 
the basis of the experience gained in 
Gujarat and Maharashtra. 

To sum up, the absence of a more 
rapid growth of co-operatives can be 
ascribed largely to our inability to 
effect the required changes in the i n 
stitutional framework of credit on the 
lines accepted earlier. But as w i l l be 
seen from the following section, our 
achievements in regard to changes in 
the insti tutional framework of market
ing are s t i l l less satisfactory. 

I V 
Are Rural Areas Prospering 

Because of H igh Food Prices? 
To be honest, we do not know the 

answer. We know that big cultivator-
cum-trader class is deriving benefit 
from high food prices while agricul
ture labour has been hit by them 
badly. No one who is aware of. the 
limitations of our data, can say more 
than this. Wny is the situation so con
fusing? 

(a) Inadequate Data ; The fact is 
that we do not. as yet have a reliable 
system or organisation for collecting 
data which are adequate tor the situa
tion; thus, for instance, we do not 
have, when they are most needed, 
correct estimates of total foodgrain 
production in the country. This is be
cause the present estimates are based 
on 'crop-cutting experiments", which 
are themselves subject to large errors 
so far as the sampling errors are con
cerned; the extern, oi non-sampling 
errors is yet unknown. We have ab
solutely no data about the stocks, wi th 
the growers or wi th the traders. Fur
ther, we have not yet evolved a reliable 
method of collecting the prices actu
ally received by cultivators for vari
ous types of agricultural produce in 
each of the different regions of the 
country. 

(b) Complex Market: To make the 
problem more complicated, today in 
India we hardly have a single, whole 
market in the proper sense of the 
term. The reasons for this are many 
but the more important ones could be 
enumerated as under: Firstly, the inter
regional variations are so wide and 
the pattern of production and market
ing varies so widely Iron; one region 
to another that it would be fool-hardy 
to conceive in simple terms a 'rice 
market' for the country or for parts 
of the country, while formulating an 
all-India food policy. Secondly, be
cause of the frequent changes in the 
Governmental regulations regarding 
zones, inter-State movements of trade, 
fixing of wholesale prices, procure
ment, etc the traditional marketing 
channels, even wi th in a homogenous 
region, have been completely disturb
ed. Thirdly, wi th large accumulation 
of unaccounted money in the hands of 
tax evaders and black marketeers even 
in the semi-urban and rural areas, a 
substantial part of the unaccounted 
money is being used — not always, 
necessarily, from the trading class — 
for hoarding of foodgrains.This ten
dency has been accentuated by diffi
culties faced by blaekmoney holders 
in investing in bullion (due to the 
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Government's Gold Policy), and urban 
real estate; further, the very attempt 
to avoid capital gains-tax by under re
porting in the land registration re
cords the sale price (at which the 
transaction takes place) results in con
tinuous circulation of the unaccent 
ed money which again finds its w a y * 
into "investment" in hoarding of food-
grains and other agricultural commo
dities. Fourthly, because of ineffective 
implementation of legislation regarding 
Regulation of Agricul tural Markets, i t 
is very easv for any speculator wi th 
adequate resources of black-money, 
who is not even a registered/licensed 
'trader', to buy agricultural produce in 
the market and hoard it in anticipa
tion of better prices. In other words, 
the trading units, in reality, are not 
always the licensed wholesalers and 
retailers but they also include specu
lators w i th reserves of black-money 
who are confident of making quick 
profits without adequate technical 
knowledge of the agricultural market. 
It is, therefore, not only unfair but 
also harmful to treat any more agri
cultural producers or the licensed trad
ers as the 'villains'. The facts of the 
situation today are that it is no more 
easy to identify 'villains' in this 
'market', than to condemn any single 
vocation or group as 'gold smug
glers'. 

(c) Diverse institutional frame-
work ; At the outset, it has to be re
alised that the nature and the compo
sition of the marketable surplus itself 
varies from one region to another, 
depending upon the type of agricul
tural economy of the region. Thus not 
only the proportion of the produce 
marketed to the total produce of big, 
medium and small cultivator varies 
from one region to another but the 
channels through which the marketed 
surplus flows to the consuming areas 
varies considerably depending on (a) 
land ownership pattern, (b) type of 
rural credit structure and (c) extent 
of commercialisation and monetisation 
of the region's economy. 

For simplicity in presentation and 
schematic description of the relation
ship between the institutional frame
work and the type of marketing chan
nels, one can divide the country into 
three broad regions on the lines at
tempted by the A l l India Rural Credit 
Survey 1951-52: (1) subsistence regions 

* This is particularly true of 'agricul
tural products' market, as the en
t ry into and exit from the market 
is relatively easy unlike in the 
'market' for industrial goods. 

(2) monetised regions and (3) com
mercialised and monetised regions. 

Three Broad Regions 
The subsistence region is one in 

which a substantial portion of the 
total produce is meant for consump
tion on the farm itself. Consequently, 
the proportion of cash outlay on farm 
expenditure is relatively low, as most 
payments (rent, wages, interest, etc) 
are made in k ind rather than in cash. 
So the total trading is small and the 
cash needs of cultivators and non-cul
tivators are very l imited. In a mone
tised economy, on the other hand, 
many types of payments, (payments to 
artisans, repayments to money-lenders, 
rent to landlords and wages to labour
ers) are made in cash. Unlike in the 
case of a subsistence economy, the cash 
element in transactions is relatively 
higher. Consequently, the trader and 
the money-lender are more important 
than in a subsistence economy. In a 
commercialised-monetised region, the 
trader and the money-lender assumes 
the dominant position wi th the trader-
cum-shopkeeper-cum-moneylender as 
an important entity. Dependence of 
the cultivator on the forces of market 
economy and a high element of cash 
in expenditure as well as in payments 
of wages, rent, principal and interest, 
vir tually forces the cultivator to sell 
most of his produce to traders-cum-
moneylenders and because of the 
seasonal nature of agricultural opera
tions, dependence on borrowed funds 
is automatically accentuated. He has 
to use credit availed of against the 
conditional sale of produce to trader-
cum-moneylender for meeting the cur
rent farm and domestic expenditure; 
thus the mode of disposal of produce 
is determined by the type of agency 
that finances him. He is hardly an 
entrepreneur, wi th alternatives open to 
him, to sell as he pleases. 

Because of the varying institutional 
pattern and wide variations in the 
modes of payment, the proportion of 
produce that is actually sold to trad
ers, the cash element in payment, 
quantum of payment to different en
tities such as artisans, labourers, money
lenders and landlords vary consider
ably. As a result, the importance of 
the different channels of the market 
varies from one region to another. 
While the land-lord may be an im
portant channel of marketable surplus 
in a subsistence type of economy, in 
a monetised economy, it may be the 
moneylender. Depending on the type 
of economy, land tenure system, pat
tern of tenancy, extent of dependence 

on hired labour, mode of payment to 
artisans and method of repayment to 
moneylenders, the relative importance 
of trader, moneylender, landlord vary 
from one region to another. This very 
difference in trade channels intro
duces a serious complication in formu
lating an all-India Policy. 

In a subsistence type of economy in 
which 'tenancy' is common, produce 
sold in the primary markets, what
ever may be its quantity, is likely to 
be channelled largely through land
lords and in many cases, perhaps, 
through big cultivators-cum-money 
lenders-cum-land lords. Hence, even be
fore the produce reaches the so called 
'market centre*, it would have changed 
hands from the producer to an inter
mediary. Because of the peculiar na
ture of the economy, fixing the mini 
mum price for foodgrains and attempts 
of the Government to purchase pro
duce at a stipulated price in 'market 
centres' rather than in the village 
would be of litt le benefit to the culti
vator in a subsistence economy of this 
type. 

In monetised areas, where the 
moneylender gradually assumes greater 
importance, it is the moneylender-cum-
trader, or the moneylender-cum-shop-
keeper, who is the intermediary to 
whom the produce is sold by cul t i 
vators, even before it reaches the 
'market centre'. A substantial portion 
of the produce would be delivered in 
the village itself and whatever produce 
that comes to the 'market centre' would 
have been brought by intermediaries 
rather than by cultivators. Here again 
the normal purchase of Government 
in the 'market centres' and fixation of 
a minimum price would be of l i t t le 
benefit to the producers. 

In a commercialised-monetised eco
nomy, however, a substantial portion 
of the produce would have been 
brought to the marketing centre by 
the cultivator himself, in case he is 
not indebted to a moneylender-cum-
trader. Most indebted cultivators, who 
account for 60 to 80 per cent of all 
cultivators, are forced to sell their 
produce to the moneylender-cum-
trader. Here again, in those areas 
where a substantial portion of the 
cultivated area is owned by absentee 
landowners and is consequently cul t i 
vated by tenants, a sizeable portion of 
the produce is channelled through in
termediaries such as landlords. 

The foregoing discussion w o r l d in
dicate that in the existing insti tution
al framework, it would be very un
wise to assume, as has been done in 
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the past; that a sizeable proportion of 
produce is always brought to the 
'market centre' directly by the cul t i 
vator. The facts of the situa
t ion are that in many areas the 
marketable surplus that comes to the 
'market centre' is channelled 'either 
through non-cultivating land-owners 
(as for instance in the rice growing 
areas of the south) or through big cul-
livators-cum-moneylenders. It wouid 
be apparent From the foregoing dis
cussions, therefore, that within the 
present i s t i t u t i o n a l frame work 

(1) Mere fixation of a minimum 
price for produce would bring l i t t le 
benefit to the producers, and it would, 
therefore, be ineffective for encourag
ing production. 

(2) Because of the relatively free 
access to foodgrains markets enjoyed 
by speculators and hoarders wi th size-
able cosh resources in form of un
accounted money, any attempt to 
license traders and to regulate then 
stocks would result in encourage
ment to speculators, who would corn
er the market. Such a policy would 
also result in driving the remaining 
few honest traders out. of the market. 

(3) Attempts at procuring food-
grains at stipulated prices directly 
from cultivators without reorganising 
the rural credit structure would only 
discredit the cooperatives and stale 
trading in the eyes of cultivators. 

To sum up, within the existing in 
stitutional framework the real pro
ducer has hardly derived any sub
stantial benefit from high prices, nor 
can it be expected that he wi l l derive 
any greater benefit in the future. 

V 
Production Potential 

Are our land resources capable of 
farther increase in production? For 
even those students of agriculture who 
have only a broad idea of the techno-
logical developments in agricultural 
sciences, the answer is an emphatic 
'yes'. But it is a qualified 'yes', be
cause it. wi l l necessitate formulation 
of a 'national land policy' which at 
present is conspicuous by its absence. 
In fact, in the context of the present 
institutional framework and the in
creasing population pressure, if we 
fail to formulate a national land 
policy and modify our institutions ap
propriately, our land resources wi l l be 
eroded to such an extent that large 
parts of the country would go out of 
cultivation. 

A "national land policy" may be 
defined as the set of criteria arrived 

at in the process of estimation of the 
future; the criteria being established 
wi th a view to modifying, regulating 
and administering the use of land, 
whether under private or public own
ership, so as to facilitate the optimal 
use of land resources in the interest 
of both the present and the future 
general ions. Such a 'national land 
policy' should aim at (1) facilitating 
the optimum use of land-resources so 
as to get the maximum output won 
minimum expenditure; (2) guarantee
ing that the "optimal use" of land wi l l 
not lead to deterioration of soils or 
depletion of fer t i l i ty , so that the future 
generations may have at least an equal 
quantity of land resources of the 
same, if not better quality as at 
present; (3) developing science and 
technology to provide for increasing 
population and also for filling up the 
gap that may be left from the use of 
resources that are exhaustible. 

The specific problems which the 
country wil l have to face, for for
mulating a national land policy are 
as follows: 

(a) Optimum man-land ratio: There 
are some who ascribe all our problems 
to the rapidly increasing population 
and the resulting overpopulation. 
That there is a large element of truth 
in this is unquestionable. This is no 
reason, however, why the man-land 
ratio should be confused with the 
man-production ratio. Production 
potential is a dynamic concept. It i n 
creases wi th the development of 
science and technology, along with 
appropriate institutional changes. The 
production level w i l l be high or low-
according to the institutional frame
work and the technological level of 
the society concerned. Whenever 
there are loo many people for a parti
cular production level men there is 
overpopulation. But this is more a 
'relative' over-population, than an 
'absolute* one. The resources of the 
nation have yet to be exploited to the 
ful l . And , unless all the resources 
are well exploited, concepts of abso
lute , overpopulation are a product of 
confused-—-in some cases even wishful 

thinking. To say this is not to 
claim that India can support a popu
lation many times its present level. 
That there is a crying need for a sharp-
decline in the rate of increase of popu
lation cannot be gainsaid. But tins 
should not make us blind to the more 
pressing need for better resource-use 
through changing the institutional set
up. 

(b) Apportioning land to the best 

itscs: AH types of land tire not fit only 
for agricultural use, or for forestry or 
for pasture. A partial solution to the 
problem of apportioning of land to 
alternative uses is to be iound in 
'land classification'. Without going 
into the details of the classification or 
into its relation to soil survey, it must. 
be emphasised that a land classification 
programme needs to be started by the 
Government. If different types of land 
arc not put to their respective best 
uses, there is a serious danger that in 
the course of a few decades, soil ero
sion wi l l be so greatly accelerated 
and productivity of land so much re
duced that the same quantity of land 
w i l l not be able to support even half 
the population of today. 

(c) Expansion of forests: There has 
been a marked tendency to extend 
cultivation by cutting down forests. 
This is a good example of premium 
being placed on the present use of 
land at the expense of the future. The 
maintenance of a proper proportion be
tween cultivated land and land under 
forest: is absolutely imperative in any 
national land policy worth the name. 
The area of land under forests has 
been declining. Among the many con
sequences of this decline, the most 
tangible one is the decline in the sup
ply of fuel wood for the large majo
rity of the rural population. This has 
led to a progressively greater use of 
cow-dung as fuel, thus depriving the 
soil of a valuable nutrient. It follows, 
therefore, that the problem of aug
menting the supply of alternative fuel 
to the villagers has to be treated as 
one for study while formulating a land 
policy. 

(d) Extension of cultivated land : 
A temporary extension of land under 
cultivation may result in some cases 
permanent destruction of the valuable 
top-soil which may again take about 
50-100 years to reform. Only those 
lands which wi l l not be eroded 
through cultivation should be reclaim
ed. In other words, cultivability of 
any land is a quality than has to be 
studied from the point of view of not 
just productivity but also conserva-
bi l i ly and workabili ty. Again reclama
tion of land through drainage of 
swamps, etc, should not be undertaken 
without a proper survey to make sure 
that the underground water table w i l l 
not fall appreciably as a result of re
clamation and impair the productivity 
or the adjacent lands. 

(e) Plant nutrients; Any agricul
tural policy that aims at increasing 
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production should make provision for 
supply of organic and inorganic manu
res'. The increased supply of ammonium 
sulphate alone cannot solve the pro
blem, it may even make it worse. The 
use of nitrogenous fertilizer may lead 
to increased growth of plants thus con
suming more phosphorus, potassium 
etc. If an equilibrium of nitrogen, 
potassium, and phosphorus in an 
optimum ratio had already been esta
blished, increased use of ammonium 
sulphate wi l l break up that optimum 
ratio, thus warranting increased use 
of phosphatic and other fertilizers. 

(f) Production of cat tie-feed; Good 
planning demands that not only the 
excessive number of cattle in India be 
brought down but also that the qua
l i t y of cattle be improved. Acreage 
under fodder crops has been on an 
increase and this is a good sign. But 
more investigation is required to an
swer the question whether those forest 
areas, which are not capable of pro
ducing good timber, would not be 
more profitably utilized than at pre
sent for the breeding and grazing of 
stock. 

A national land policy, thus, can be 
formulated only if we study agricul
ture, animal husbandry and forestry 
in the context of the institutional 
framework which influences the use of 
land. 

V I 
The Framework for Production 

Is the institutional framework con
ducive to increased production? 

The absence of a well formulated 
fiscal policy for rural areas, ambiguities 
in regard to development of co-opera
tives, faulty institutional framework 
regarding marketing, growing misuse 
of land resources in the absence 
of a well directed land policy, dis
cussed earlier, only emphasise the need 
for a more careful appraisal of our 
policies for development of rural areas. 
These aspects are in danger of be
ing lost sight of in our haste to al
locate financial resources between dif
ferent sectors. After all , allocation 
of funds between sectors is relatively 
easy compared to planning for a de
liberate shift in allocation of technical 
and administrative resources towards 
development in rural areas. The fact 
is that the landownership pattern, 
rural credit institutions, marketing or
ganisation and the social hierarchy, all 
of which together constitute the rural 
institutional framework, do not pro
vide the necessary incentives to the 
actual producer. Discussions about 

relative priorities for industry and 
agriculture in the overall financial out
lay are out of place as it is possible, 
given the organizational effort, to 
create a satisfactory institutional 
framework without undue burden on 
the l imited financial resources of the 
country. 

The question which can be asked at 
this stage is : "But we do have a land 
reform policy; we have a well thought 
out scheme for development of co
operatives; should not the reasons for 
agricultural failure be sought for in 
some other field?" The answer is, 
"No" . The faulty institutional frame
work continues to hamper capital 
formation, for land reforms have not 
been successfully implemented and co
operative development schemes have 
been under cut by the vested interests. 
There is ample evidence in the various 
rural surveys to prove this point. A co
ordinated price policy, which is most 
necessary for providing incentives is 
conspicuous by its absence. The un
der-paid and harassed agricultural 
scientist-cum-extension worker, though 
he comes from middle classes, has at 
least one thing in common with the 
agriculturist—that is, lack of incentives. 
The co-operative department official, 
though slightly better-paid than the 
agricultural official, does not enjoy a 
sinecure position, as those persons or 
groups who are under-cutting co
operative development schemes are the 
very same who have direct access to 
higher officials of the Department. 
He, therefore, has only a Hobson's 
choice of selecting between success of 
the co-operative in the village or a 
better confidential report. The rate of 
increase in his cost of l iv ing index is 
generally higher than the annual in 
crement enjoyed by the officials, whose 
pay-scales cannot be considered envi
able even when compared to those of 
clerks of private firms in metropoli
tan areas. In fact the institutional 
framework, within which the govern
ment officer entrusted wi th develop
ment schemes operates is not far 
superior to that of the cultivator. A 
pertinent question is, which of the 
two needs to be improved first? 

The record in regard to policy for
mulation is thus not such as to con
firm the view, widely but erroneously 
held, that the policy is well-formulated 
and that it is implementation which 
is defective and half-hearted. This 
half-truth is responsible in no small 

measure for producing a dangerous 
complacency at the level of policy 
formulation. An integrated policy for 
land management and policy for de
centralization, of the planning process, 
have yet to see the l ight of the day. 
An integrated policy for co-operative 
farming is yet in the process of for
mulation. As a result of vacillation 
in policy regarding other co-operatives, 
it is not always certain the district 
officials have clearly understood the 
policy directives. 

The Gap 

Between policy formulation and 
implementation, there is the important 
stage of the drafting of an action pro
gramme, which is a product of team
work between economists, policy 
framers, administrators, legal experts 
and district officials. The danger of 
treating circulars, which enumerate 
only broad aspects of a policy and 
request district officials to implement 
the policy, as action-programmes is far 
too real to be ignored. Because this 
one step of "action-prograrru^c" has 
been generally by-passed, we have 
several examples of measures which 
have yielded li t t le frui t though policy 
has been correctly formulated. 

It is, therefore, necessary to examine 
whether we should not have a pro
gramme for institutional change 
(covering land reforms, co-operatives, 
land management, etc) which is as 
comprehensive in conception as the 
community development programme 
was when it was initiated. Unfortu
nately, the emphasis in community 
development has been, whether delibe-
rately or not, on co ordinated adminis
trative action by the governmental 
agencies. But rarely, if ever, a com
prehensive programme has been de
liberately planned wi th a view to 
effecting any change in a given insti tu
tional framework. The programmes 
involving institutional change have 
ordinarily been left to routine depart
mental agencies like the revenue de
partment which acts in isolation 
from, if not at cross-purposes wi th , 
other government agencies. The im
plementation of such reforms is, there
fore, understandably half-hearted and 
uncoordinated. Is it not time that in 
a few pilot districts at least we t ry 
to implement fully and in co-ordinated 
manner such schemes as land reforms, 
co-operative development, land man
agement, etc? The experience of pilot 
projects could surely enable the Gov
ernment to implement such schemes 
more successfully in other districts, 
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