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Some Speculation on Grewth, Disparity and
Capital Reorganisation i.ili the Indizn Fconomy

Sudipto I‘h:ql‘xdle

Iooking ol the economy today, there is much cause for gloom and
depression., After a sustained period bf muddling along ot a low and
haiting pace, the economy has now actuplly moved into the unbelievable
zone of negative growth, Teal Natiodall Tncome, weasured in 1970-71
nricos, registered a fall of about 5 [der cent in 1979-80 (Rs.//,3%8
crores) compared to the previous year [(Ks.46,636 crores ).1/ Aowing
for an estimated population growthi.of jabout 2 per cent per annum,|this

zmounts tu an even sharper fall in|rédl per capita income of the order

of 6.5%.

It is true that a large part of this decline occurred in the
agricitoral secbor, Whiils foodgrainl cutput declined by about 5.7
pvercent, oil seeds production fell by ‘13.‘6%, and sugarcane output

fell by as much as 15,6%, If this vwere alone te account for the fall

in real national income, the situation would not be so alarming since
agriculture everywhere — even in irrigated tracts -- is dependent on

‘agnries of tho wenther and therefore subject to sharp yoarly fluctua-

ticns, irrespective of the intrinsi¢ health of an economy. However,

et

the currant situation does wnot allow eny room for such cormplacency.

Por, olong with the average decline of 12.7 per cent in agricultural
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e ecomomy has registered a substantial absoluto tull
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in ooutpul dn the

7 ¢ sectors of manufacturing, railways and construction

: wdii. In fact, the orly sub-sectors of the national econcmy
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asad on thasz !Quick Estimates of Mational Income
just reliessed by the US0.  See, The Mirda, of Jan,29, 191,



which have recorded any significaht growth are the service industries
like transport (other than railways }, commumication and public utili=~
ties on the one hand and purely unpzoductive components like public
administration and defence on the dther. If these dublous components of
naticnal -dincome were left out of the reckoning the actual decline in
real per capita income based on material production estimates would pro-
bably be of the order of eight per cent or more, Alongside the decline
in real national income, the investment rate in real terms has come
down from 16.8% in 1978-79 to 14.4 per cent in 1979-80 giving us a

decline of about 19% in the volumel of real capital formation.

Coming as it does at the end of a long fifteen year period of slow

economy -is still in the throes of a deep depression. Clearly it is not
a season for cptimism. Speculation about the future in thiﬁ'gloomy air
iz open to a certain myopia -- a tendency to project too much of the
~rosent into the future. There are however some incorrigible optimists
wio would argue, as I shall argued that there is a ray of hope. That
in the long haul there is a2 Treal possibility for the process of capital
aceunulation to restore itself and for the economy to move into a tra-
jectory of relatively higher growth. But what is likely to be there

uch a recovery for the milliohs of Indian citizens, particuiarly

(9]

in
in the rural sector, who live.—-o;'rather survive - in grotesquely
iriaan conditions ol oxiclbonee? For Lhon, ns wo alnll soo halow,
thele can be no reel hope of anything better in the forsecable future

‘of this systenm.
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2. ADigression on Crisis Theory

For exploring the nrospects of a revived accumulation of capi-
tel in India, 1t is necessary to begin with o digression 6n crisis
theoty,  In classical political cconomy the analysis of crisis in
cupitolist systems can be traced at least as far back as in the debates
arc CCT“SO?OPQEHCG between Malthus end Ldcardo., But in the dominant
tradition of modern economic analysis a theory of crisis appears only

reconlly as in Keynos!  short periou,analysis of inadequnto effoe-
ctive demand. Whet provides a direct lineage from the former to the
Latter, though this has never been recognised in the text books, is
Marx!s theory of accumilation and a parhicular interpretation of his
theory of crisis which comes rather clcse to the Keynesian theory.
I'nis particular development of Marx's obn theory, which for reasons
srpleined below we may call the Bealisaticn Theory of Crisis or simply
Healdisatlon Théory,has £1311 recently been in the mainstrecam of Marxdst
thoorising on the subjzct and can be primerily identified with the

contribubiors of Sieezy, Kalecki, Sseezy-Baran and Steindl.%/

1

What iz comion to these theoried is their focus on the non-
resiiontion of profit or the surplus because of an inadequacy of

arpresahe demand, Tt is casy to sce how closely this resembles the

s

270 B, Pawdl Seoazy - Tho Theory of C':hrl,ll'l st Development, antﬂ¥
-\-3"" &y FPrecs  eddd blOn |Cj€x_ l’LLUllc,LL.l Kalecki - Scloclud Byl
the Dymamics of the uaﬁltd ist ﬁocrdmv, Cambridge University Press,

Peul Baran end Paul Sveezy Tlrmnobolv Capital, Monthly

Prees, 1066 and Jogef Stein@],,Maturitv and Stamnation of

n Cepitalism, Monthly Foview [Press edition,1976, -
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norefaniliar Keynesim thocry of inagequate-effective demand. It is
a.iso important To stress that, at léast in the case of Kalecki and
Steindl, it is investment that leads the whole movement; recession and
a secondary decline in investment following from a primary fall in
investment. lere aguin iwalisalion Theory is al one with the Koyno-
sian theory and the closeness of theftwo theories is perhaps revealed
most strikingly in Kalecki's origzinal work, completed about the same
timo ns Keynes, where he independontly established all the major short
period propositions of Keynes. Howelrér, the parallels between Realisa--
tion Theory and XKeynesian theory ought not Lo conceal their majof'

differences.

For one thing, while Keynes was|concerned with a short period
analysis, liealisation Theory - exbept in.the case-of Kalecki ~ was
distinctly concerned with the long rim secdar tendencies of the accu--
rulation process. BEven in the casd bf Kalecki, he grew increasingly
unheppy with his Sepzflr‘aﬂc,:'u-an,beJt:\,Jecme tthe analysis of short period busi-
ness cycles and the trend, his last major contribution on the subject
being an attempt to offer a wnified theory of trend and the business

cycle.“"/

The second feature, and for my purpose the more significant .one ,
wiich unifies the Marxian Realisation theories while at the same time
divlasclng them Urow Koynes Ly Lhodr recognition of monopoly or oligo-
noly as the characteristic structure of markets. Keynes scemed to
rest his macro theory on a micro level foundation of more or less

BN

competitive mariets. The Realisation theories, on the other hand, based

3/ See his 1968 essay, Trend and #he Pusinc:s Cvele, reprinted as chap-

n
15 o Mlo 3cioctod ossays, op.cit.




themselves explicitly cn a recogniticon of market concentration and

on the fermation of prices and the distribution of income arising out
of such concenfration. They developed a theory of accumilation which
located the origin of secular crisis in the development of monopoly.
Lt iz interesting to note that this cophasis on the development of
monpoly; which distances Kealisation Tzory from the Keynesian theory
also distances the former from Marx's driginal theory of capital accu-
mdntion and criaig. We shall return Ho this later. But so far as
Keynesian theory itself is concemed, it is important to note that
subsequent developments in tlis tradition were strongly influenced by
lealisation Theory, in particular the work of Kaleclkd, Tt is not sur-
prising therefore that the Post-Keynesian analysis of contemporary
capitalism and its future prospect. isirether simiiar to the rccent
conclusions of healisation Theorj:éf Both Kaleci¥i and Steindl, for
instance, in their wore recent contributicns nnve tended to leave the
long term prospects of industrial capifdlism rather open ended and
dependent not only on the capacity of the State to set the. Level of|
investment and the distribution of income .but more fundamentally on the
autonemous and purcly chance phenomerion of contimuing technical

progress. Schumpeter has been rediscéovidrod.

For the main features of ihls emerging poradigm see, Alfred [Hichner,
(ed.) 4 Guids to Post Kewnssian fednomics, M,E. Sharpe Ine. N,Y,, 1679,

4

. otanes, the arbicles reprinled in lurt Lil ol lalocki's
Selectod Essays, op.cit. Especially the essay on Trend and the
iness Cycle. Ssc alseo, Steindlls now Introduction to the 1976
it ¢f Yis Maburity and Stamnation in American Gapitelism, or
srticle Stagnation Theery and Stagnation Policy, Cambhridre
ol of Fegnomics, dMareh, 1979




I have said carlier that the emphasis on the development of
nonopely, both at the level of aggregath social capital as well as
in the market structures of individual _Ei.ndustries, which distances
healisstion Theory of the Marxian tradijtion from Keynes also marks
the point of departure for this theory ifrom Marx!s own analysis of
crisis. The reason {or this depaithie woll scem to be that while
Marx's own analysis of the laws of capital accumulation led him to
forsee the development of monopcly hei did not, and indeed could not
al the time when he.was writing, analiype the new triles of the game',

the mechanism of the accumilation prociss consequent upon the develop-

&

4

ment of menopoly,

! '
Overshadowed by this dominant Marxdist tradition there has. existed

howeover a more fundamentalist Marxian tradition .dating back to the

4

yeax of the Creat Crashy - Tevived in'recent years in the work of Mattick,

-
-

cife, losdolsky and others, this altermative tradition wowld hold that

]

the doveiopment of Monopoly ~or foXl that matter Imperialism --does
' o
not reguire a wodificetion of Marx's theory of accumlaticn and crisis,

&/ Seg, for instance, Ciapter XV, "Monopoly and the lLaws of Motion of
Capitalism® in Pweezy M"The Theory of Capitalist Development? op.cit.

7/ Toe bock 'Des fkicamilations - wié Zusammenbruchsgesetsz des Kapita-
listischen Syshems, published by the German Marxist scholar Henryk
Sreczaan in 1929, So far as I &m aware no published English trans-
Tkicon of Yhe ook 15 as yet mrﬁlilable.

3/ Soo, for instance, P. Mattick, Kearse and Keoynes : Limils of the Mixed

Coonziny, Merlin Press, London, 4196G; D.S, Yaffe - The Marxian Theory
ol Crisis, Copital and-the Staye, Conference of Socialist Meonomighs
Siliebin, Winter 1972 and %i.bgsdolsky - The Malking of Marx's Capital,
Plito Press, London, 1968.




dccording to this fundamentalist intérpretation of Marx's theory
of eccumulation and crisis, which I shalljcall the Overproduction of
Canital Theory on simply Overproduction,Theery,_capitalist producticn
i3 nothing but the production of surplus walue or, what is realljr the
rame thing 1€ we dgnore capiialist consumption,, the production of
capital.  Thic holds rogardless.of the dtructure of aggregate social
capital and its cbmponen£ parts in the dilfferent branches of production..
iz such the analysis of capitel productign, so the argument Tuns, is
no boapeailic to the 'cmnprcti'tion‘ stage .}?;f capitalism but applics
generally to the entire historical. domaifr of capitalist production inclu-
ding the structufé of competition as welll as nonopoly and imperizlism.

This general analysis states that at any given time in capitﬁlist
preduction an existing mass of capitel is employed to produce more
capital, the ratio of the new capital produc.d to the original capital
erizloyed giving the aggregate rate of profit, which is also the rate
of expansion of capital (we arc ignoring: capitalist coﬂSumption). Now
it is obvious that as the aggregate.mads! of capital expands or accum-
lates the mass of surplus or naw capitdl] produced by the accunulated
capital should also grow, the precisé reélationship between the two at
any time being given by the rotio of ithé rute of exploitation (s) tp
the crganic compoition of capital (6]) pius one i.e., §/(1+40). How=
ever there is nothing to ensure that! the ﬁass of surplus value will
oxpand ot the eame rate at wialch 'thé; thital mass of capital winch

i

nroduces 14 @}@9_‘-1@3. Mnd 2t can be wddity dhiown Derl whemover the
et of oxpansion of the mass of surplis value ecceds the mte of

scocumliation of fotel capital, the rate of capital accumlatlen - or



the rate of profit «~- itself mist be rising, i.e., a period of boom.
This process will exhaust itself once the heightened rate of capital
accumlation has exceeded the rate of expansion of the surplus and now
the reverse process will be seb,in motion for it is again easily shown
that whenever the rate of expahfion of surplus value is lower than the
the rate of total capital aceunilation, the rate of capital accunulu-
tion — or the rate of profik - will be falling, i.e., a period of
recession. The end of this period of recession marks the crisis of
accumilation. The mass of oxilsting capital at this point'”is simulta-
neously too small and too largel, it is too large in relation to the
existing surplus-value and ﬂt}ﬂs'not large encugh to overcome the
dearth of surplus value! (Mattick, 1969, op.cit. p.é8). There is

in other words an overproductich of capital and the new capital can

no longer be valorised. A part| of the mass of accunulated capital is
now laid waste, devalued — polssibly even physically destroyed — and
above all :reorganised such *hat tae sate of expleitation is raised to
a new high, the organic composition of capital modified and the rate

of profit restored so that a new programme of accumlation can begin.
This is the on-geing cycle of'capital production on an ever expanding
scale, ALl that is required is that capital is able to fully reconati-
tute and reorganise itself at the end of each cycle so as to restore the
rate of profit and that the fundamental relationship defining the system,

i.c., the subordination of labour to capital, is itsclf not distroyed



It will be obvious here that the base of accumilated-capital -on which
each cycle begin is always larger thar the base on which the previous
cycle bogan —the system is cn an escalating sec¥él. . 'Cénsequently the
magnitude of the crisis at the end of each cycle also t ends. to be.more
and more severe in an absclute sense. 4And the deeper the crisis the
greater is the order of capitul roorgdnisation required to rostore the
programme of accumiation. The transition from Competition to Monpoly
(apital and. the internationalisation of capital, i.c., Imperialism,
would bo seen in this theory as the malior phascs of this reorganisation

of capital on an ovel oxpanding scalc.

It is possible to argue, and with some justification, that the
Cverproduction Theery of Crisis just optlined is not very different from
the lealisation Thoory discussed earlikr. That the two are really refor-
mulations of the ssme theory at differpnt levels of abstraction - one
Speéific to the monpolistic markef strut¢ture and the other more general -
and‘with some differences in emphasis.| |For after all the non-valorisatior
of.capital in Overproduction Theory isiin cffect the failure of surplus
rezlisation consequent upon insufficicht demard in lealisation Theory,
Nevertheloss, I would maintain that Ovéiproduction Theory, precisoly
beeause 1t is not claborated in the contoxt of the gpecific structulro of
monopoly capital but at a more abstract|level encompassing the entire
historical demain of capitdiism, off?rgja;more.usefdl point éf departure
fror oenether cneeific thoory of accuﬁ&Latlon'and crisis specific to the
Irijan economy wWith its own peculiarimix of a backward agrarian sector,
an inzreasingly oligopolistic industridl scctor and the sﬁate capitalist
scchor a1l neshed together in a dependént ‘economy on the periphery of

world cagitalism,



3. Capital Leormonisation land the Resumption
" of Accumilation

It is not my purpose here to attempt this formidabie task,
i.c.. build a new theory of accumlation #nd crisis specific to the
Indian economy. Suffiée‘it to oay thal the abstruct over production
theory, in ;tressiﬁg‘the direct céusaliﬁyfhétween the crisis of accu~

malation and the reorganisation of capital, offers a useful clue for

exjplloring the prospects of prowth and amcrwnulation in the near future
on the basis of the exﬁerience of crisis in the rccenf past. I would
nifer the hypotnesis thet the period of stagnation -- or structural

. <
retrogression as it has sowetimes been called —— has also been a period
of very supstantial reorganisa®ion of capital, of shifts in direction

before a new phase of accumulation can begin.

This reorganisation of capital is pfobably'still underway and
is going on at severgl levels. Uhgt Tollows jn this section is
largely an abtempt to offer a picture, however baﬁative and sketchy,
of these different levels of capital reorganisation and their impli-
cations.  The hypothesis being offered is only a working hypothesis
and I am gware that the evidence I have to offer at this stage is
oiccemeal and inconclusive. I have drown quite substantially upon
the data put togother by Dr,Shetty ih his work referred to earlier.
Vha o hanonanel ."..'mm'i.‘n'l_.y off Cacta, it Heems to 1;‘16, is the most compre-—

5v of data so fer available on the question ol tlaygiualion,

9/ See, S;L.Shetty, Structural Retropression in_the Indian Econemy,
Focromic oud Political Weekly  fteprint, Bombay, 1973.




This same body of data offers, howevkrﬁlmany clues that this period of
structurel retrogression is also a peéridd.of substantial structural

. . Lot .
Teorgonlsation preparatory to-a new phide of accumilation.

/ i
{a) Concenlralion in Marlcot Structure

he first and most obvious direction of capital reorganisation
in the face of crisis is of course a rike in the centralisation and
concentrotion of capital. This phenomonen, originally identified by

‘arx, was later brilliantly documented in the case of American capita-

Iiam by Sto : 1 Typically, starting withh a competitive structure
ndividual rarkets, price comocbltlon intensifies with
qurgiA- vclopmcnt of crisis and marginal fims with higher costs

or lower profit margins are taken over or forced oub of the market while
the most competitive firms are able to enlarse their share of the
At the end of a crisis, therefore, markets are more concentra-

at ,
ted thep/the begirming of the crisis, J#4hd as the history of growth,

markoet,,

booms and depression proceeds, markelts get more and~more concentrated
leading to the emergence of oligopoly. .orreSpondihg to this concentra-
tion within individual precuct markets, Af course, Lhere is the associated
concentration of aggrepute cocinl capitall leading the system to a stage

of menowoly capital. All this is well knpwn, It is also known that

crnice olirepolistic structures Have developed, this competitive mecha-
ni@n ccoses to work so smoothly and growth becomes difficult, For,

Do

L ramadndng firms are cach toe poverful|to bLe squewzed out by price
competition and all that resulis is a dimidished margin of profit

zcro3s the board without any compensating éain of market share. Steindl-

|
l
[P, S = I PR N . {I : ] oy Cﬂ. it l"-,
a3 alss inverpreted this late or maturs period of American Capitalisn



R . . Lo . .
as one where further accumlation vimply ncant irvestment in mors

1Y

@xcess capacity.—

What concerns me here is that irn the presently industrialised
capitalist economies this period of malbure or concentrated market
structures and the consequent stagnatdon set in at a relatively late stage
of develonment whan the economies werd already substantially industria-
lised. Till that stage was reached, 'the normal competitive mechanism’
could work in response to a crisis amd industrial growth could procecd
along with the concentration of markets. In the Indian context this
particuler route of capital reorganisation was closed off at a very
carly stage of industrialisation, the concentration having in some
sanse nregeded the whole industrialisation pTOCSSS;l/ The structure of
Indian monopoly capital as analysed in the wo.k of Hazari, the Monopo-

liss Enquiry Commission and the Industrial licensing Policy Inguiry

1%/ The realism of this appavrently absurd process has heen guestioned
recently in an interesting paper by Patnaik andé Sanyal. See
P. Patnaik and 4, Sanyal ~ Some Notes on Monownoly and Accumidlation
(mimeo ), Centre for Eeoncmics gnd Planning, Jawaharlal Neliru,
University, Ner Delhi,

11/ Why thiz happened 18 a complex lquestion tied up with the wholc
conjuncture in which India begeéh to industrialise, i.e. the
strueturs of capital inheritedfrom the colonial period, the
situation of a late-comer natign in industrialisation, technolo-~
gical dependence, the rolationyhip between the state and state-
capitalist secter on the one hind and large capital on the
olhors Thie dn a preblen L de not wish to pursue herw. For an
interesting theory touching onimany ol thesc issues, see, keir
Mehraw ~ Technolomical Denendence, Mononoly and Growth
Perganon Fress, Oxford, 1¢69.




Committee is widely known.lg/ An anplysislof the concentration of market
_styuctures in selected industries hased ot the IIPIC report is presented
in Takle 1. . Crude as the estimates are)jthey are gulte effective in con-
veying a picture of how oligopoly had sp}ead across a wide spectrum of
industries by the time of the ILPIC exercise.

. Table 1

MARKEY CONCENTLRATION IN;SEIECTED INDUSTRIES

Total Number of Products Wherc
Mame of tho Group Number of _Top Four Firms Contrel
Products 100% of - Over 75% of
- L Output Qutput ____
(o) (1) (2) (3)
17 Automobile & 41lied Industries 102 9% (94) 101 (5¢)
2, Drugs & Pharmaccubicals | o7 90 (93) 96 (99%
3. Insccticides, Plastics & Plastic Chemicalsili 15 (92) 113 (99
. Jqlalies and fllicd Chomicals 20 18 (90) 18 (90)
5. lcids. Fertiliser and other Chemicals' 132 116 (88) 130 (98 )
&, Cellulose & Timber 17 14 (82) 15 (88)
7. Tools ‘ 66 54 (82) 65 (98
g. Idsht Mechanical Dngincering o3 74 (80) go (96)
7. Iustrwsents 19 15 (7a) 19(100 )
10. Industrial Machino 71 54 ";",’6) 70 (99)
17.0yes, Exnlcsives, Cuke byproducts & disti-
llation products 42 31 (74) 42(100)
12, M.cohol & Organic Chemicals 27 20 {74) 25 (93)
13.Mgtallurgical Industries 71 50 {70) €7 (94)
14 Rubber Manulzctures .75 50 {(67) 74 (S9)
15,011, Soaps, Paint & Foed 95 61 (64) 88 (<2)
15, Hineral Industries 52 26 (56) 43 (83)
17 . Heavy Chemical Engincering 15 7 (47) 13 (87)
15, TLeotrical BEagincering 39 17 {44) 33 (85)
19, Leather Manufachure Q Lo (44.) g {(a7)
20, Paper Industries 14 5 (36) 11 (78)

e e e e e e e — ——  — —  —— —— T e e e g i s o s e gt o ] RS ot S B ot At Bt

Source: N.S.Sidbarthan - Technology, Marjet Structure and the Deceleration
in the Growth of Capital stock ﬁh the Indian Engincering Industrics,
SCEIE Conference, 1980 (mimeo.), TFigures in Parenthesis give

pentanntages ol onrresponding To%&ls in columnl.

12/ Ses LKL Hazari - The Structure of il Cornporate Private Sector, 4sia
Puhlishing Housc, Bombay, 1¢66; || Leport of the Meropolies 'nmug:y
Cemrigsicn. thrazer of Publicaliolis, Delhi, 1565 and Heport of i
Trcustrisl Incensine Pelicy Inquity Committee, Manager of Publi-

ticn, Mow Dolhd, 1965,

E
fo




-Notice that what these studies cibutreis by and large a picture
of concentration that had already ocuhivrfcd¥m-fhe carlv sixties. By the
tine the crisis of the mid-sixties set in, therefore; the n%tural response
mechanien of capital feorganisatﬁnh ﬁhrouah.fﬁ%;hdrlmarket concentration
Was no 1onger~availablelunlike in the case‘of_westernlcapitalist econo~
.mies at a comparative stage of industrialisation. I do not of course mean
this iﬁ any absolute sense, Unaoubtpq1y,'concentratioh of markets and
capital has gone oﬁ during the last fifteen years and this would probably
show up whon the rdlevant data is pggembled. What is sought to be ommhu-
sised is that since a high‘degreefoﬂtbbncentration had already occurred as
it were prematurely, the space availgble for capital to further reorganisc
along the.c lines was obviously 1 zdfed. Since capital reorganisation at
this level of market structures could not now serve as an adequate means
of response to the orisis, copitall Whs therefore forced to turn to another
nors fundanental and long gestatiﬁé‘ﬁoim of reorganiéation beforé normal.

growth could be resumed.ll/

{b) Transformation of Industrial Structure

! .
Tho second level of capital. rcorganisation, and the one which
scems to me to be the main response of capital to the current crisis,
is a transformation of the industwial structure. What the aggregate

picture of slow growth, stagnation ctc. conceals is considerable dynamism

13/ It is in view of the argument|presentéd in this para, amonz other
reasons, that I feel that a Rwalisation Theory of the Stiendl type
widch has served so well to understand the mechanism of accumulation
and stagnation in the contnxt of USA etc, - at least upto a certain
stage in their development - 1s not the best .framework in which to
view ocur own stagnation Crlﬁ%o and the possible forms of its resolu-
tion. Pcrhapu it is better to start with Marx!'s more abstract general
theory and Cllnb dOWn ﬂlroctly to a spec’ fic theory of accumulation

1

and ol T vho Indion cconomy.



in the industrial structure of the System,.’ It 43 certainly trie that
since the mid-sixties most industries grew at much sleﬁcr rates than
during the early import substituting phase which ended by the first
holf of the sixties. But.within the industrial structure some indus-
tries have grown much faster than others such that the structure of
industries we have today is quite different in terms.of relative weights

compared to that which obtained somd twenty years ago.

A% m first clue to this trénsformation it is inatructive to look
at the rate of investment, It is oftten argued that in view of the
differential rates of price changes hnd the volatility of the inventory
component of investment which absorbpg the first shocks of changes in
demand conditioﬁs,estimatgs of aggreéate net capital formation at
current prices 2rz not very meaningfid., In Tébie 2 we have reproduced
Shetty's estimate of Net Fixed Asset)Formation as o percentage of Net
Domestic Product, measured at constapt piices, during the sixties. It
will be noticed that by this estimaté the mate of.$eal investmsnt
appears to have been renarkably stabie over a reriod during which the
rate of growth of output fell very sHarply from the peal rates of the
ecarly sixtics to the low rates since |the mid sixtios.l lzss conserva-
tive estimatcs . of the investment raltle for recent years show that
the investment rate has tended to be ghite high while output growth
haa continued to bo 2low,  Genomlly the dmplicit 1I'iuu L Uhe Luercugn=
tal cepite routput ratio has been atbributed to increasing inefficien~
cies in the system, lower rates of cabdcity utilisation, cost overrms
¢ nov investment projects,ote. Nhilbl#ll this may be true it musF

bz rocognised thet the rising capitdltdutput ratic also reflects a



gonuine ciange in the composition of ; vestment -- a shift in favour
of more capital intensive inclustr:i.e:s_;.,‘rWe shall retum to the implica-
tions of this tendercy later.

Tabrh 2

Porcentage of Net Fifbd'Assets Tormation to
Net Domestic Product

( Market Prides, 196¢~61 )

—— — S

P e R e e B ke et e S g e e i gl

foar Percentage Year Percentage

196061 5.7 146869 11.3
1667162 8.7 1G6G-70 11.9
1662-63 5.6 167071 10.8
1663-54, 10,1 1971-72 10.9
166465 10.7 167273 1.8
1665-66 13.4 107374, 11.8
1666-67 13.9 1C74-75 1.9
1967 -68 11,7

Source: S.L. Shetty - Structurhll lletropression in the Indian Economy,
Econ. & Pol. Weekly rdprint, 1978, table 30.

Meanwhile we have ostimates of jgnnuel compound rates of growth
of major functional groups of industiies for different sub-periods bet-
weon 1661 and 1973 reproduced inm Table 3, It will be evident that
axeopt in the years 1966-68 basie industries and capital goods industrics
hove grown faster than consuner goofls as a whole. Within consumer gool s
duralbles

, consuned mainly by the upper income groups, have grown faster

fhan non-durablos, However Table B is still a very aggregative picure



Tabﬂé é

Annual Compound fates kg Grouth 8f M jor Industrial
Grouos in the Index|of Industrial Production

| . Anmual Compound Tates of Growth

Industry Group iy v e e e ——-
1961-73 1661-65 166668 156673

(0) (1) (2} (3) (4)
_______________ - N,
1. Basic Industries . 6.72 10,4 5.9 5.2
2. Capital Goods TIndustrics 4.76 19;5 ~4.8 5.4
3, Interniediatc Goods 3,89 7.0 - 1,9 3.4
4. Consumer Goods 4.07 5.0 1,1 L2

(a) Consumer quables 9,08 10,7 ':3.5 hode

(b) Consumer Non-durakles 2.51 3.8 -0.9 ’4.1
Genoral Indox 4.88 $,00 1.60  4.50

Source: Stidics in the Structurg!
Plenning for Devel opmenti,
table 9.

Plarming Commission, 177,

distorted by the atypical performance of individual industries with a
large welghtage within the major functional groups. A more detailed
indusiry-wise iable given in the Appendix shows that within Basic
Industries old industriss like iron & steel and mining & quarrying
wiich have large wcighﬁs have done veryibadly: By contrast, olactri-
city generation and Some rolatively new! industries like heavy
clhemicals, fertilisars and aluminum bave ‘grown much faster. If the

large but atyplccal industrics like iron & steel and mining % quarrying



were kept out Basic Industries agla gfoup would appear to have grown
much faster. Exactly the same hplds for railway equipment in the
Capital quds sector which has|al large weight and showed negative g;owth
from the mid-sixties to the early|seventies, Lelatively new industries
like machinery production, power| pquipment, cables and wires ete. have
grown much faster. The group wbilild therefore show a much higher growth
if railwey equipment were left olab. The peculiar case of slow growth
in the Intermediate Goods sector| again seems to be largely attributable
to cotton spinning and jute manufacture which have done véry badly
compared to the other industries|in this group but completely dominate
the group in tems of weighting. in,shor£ oldgf and thérefore much
larger industries scem to have grown very slowly and their performance
domirates the picture of aggregate performance in the manufacturing
sector. In contrast the disaggregative pictur: shows a large number

of relatively new industries whose relative weights are still low but
thch have been growing much faster. These scem to be mainly industries
concentrated in the chemical, mag¢hine building and electrical goods
sector. This includes eloctrical appliances, communication equipment,

nmoter cycle etc. classified undel consumer goods.

These differential growth rites of old and new industries which
show up 80 clearly at the disaggregated~lévcl are already beginning to
roflect themselves even at the aggregative level. Reprodﬁced here in
Table 4 is the chaﬁging,weighting pattern of the major functional groups
of dnduetrioa in tha index of dndustrinl produclion, Whilo vho ainro
of capital goods industrics incrédsed by nearly folr times from 4.71%

in 1956 to 16.76% in 1976, the shdre of basic industries also went up



ble-

Cheugzos 20 Neirhts of | Ma jor Tndustriel Groups in

the Index of Industrial Production

T et e i i i A e Ak BT o o e L o D A B L T e R 4 A S s e o e it B P S g St Y P

Industry Group 1656 1669 1665 1670 1976
(0) ) (2) (3) (4)  (5)

1. Basic Industries 22,13 25.11 26,84 32,28 36.14
2. Capital Goods Industrics 4.71 11.76 18.67 15.74 16,76
3. Intormediate Goods 24,.59 25.88 23.60  20.95 19.27
4. Consumer Goods 48.37 37.25 30.8¢  31.03 27.83
(a) Conéumer Durables - 5 68 6.15 2,92 2.78

(b) Consumer Non-durables - 31.57 24.75 28.11 25,16

100,00 100.00

100.00 100.00

Source: S.L.Shetty, op.cijt. table 8.

substantially from 22,63% to 36.14% over the same period.

In contmast

the share of consumer goods has vome down drastically from 48.37% to

27.83%. Within consumer goods the share of durables has fallen from

5.65% tn 1960 to.2,78% in 1976, T halt of non-durables came down from

31,97% in 1960 to 25.19% in 1576.

Thizl-share of intermediate goods

industries also has come down from chitt 25% in 1956 to just under
Dobdn 197, Dub we have scen alreadyithet this is largely due to the
siow growth of just two industrius, ile., jule manufacturs and cotton

spinning.
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‘It should be clear by now how .capital hes been reorganising itself
in the industrial structure and whigre the new investments arc going.
Thesc major changes in the industrial structure Have some far reaching

implications. I would like to'nof? some of them briefly:

(1) The structural transformatfﬁn of Indian manufacturing industries,
the shift from old and stagnating industrics té new and rapidly growing
cnes, entails a reorganisation of the aggregate social capital on a much
wider and more fundamental scale than the_concchtration of markets in
existing industries. As such it isl a much more ﬁimo conswiing plocess
than the market conQentration-whichlbccurs tetween the end of one boom
period and the beginming of another,| The' crisis whiéh manifests itself
in the interregnum while capital -.ofganises at the level of industrial
structure rather than the market Stricture is “herefore much longer =— in
our present experlience a crisis wﬁidﬁ has lasted already for over fifteen
yoars, This'glocm& ﬁictura of stazyfidon at the aggregative level not-
withstanding, it should be cbvious; that if the trends presently discorn-
able at the disaggregated level persist’ +then in the not so distant |
future - once a certain critical wéiéﬁting balance between old and new
industries is pgssed — the growth rdte of tho ménﬁfacturing scctor

a8 & wholc should increase substantiﬁﬂly.

(ii) In terms of an input'baéed classification of industries there
seems bo be a very clear shift of the manufacturing scctor away from
vha primary Lnpelb bosced industrices. 1fPa.I"b:LCU.]_EJ.I‘ly away from the agro-
based industries, but also away from industries based on mining, quarry-

ing and the nrocessing of some of these basic gres., That is to say
(&) Iy 2



industrial capital seems to be detddhing itself from the primary
scctor, particulérly agriculture, in its backward linkages. To the
extent that it succeeds in doing this, the slow growth of that sector.
Qill cease to act as a drag onﬂmanufacturing,growdlxmuihﬁTSUpply

side.

1ii) Hewever, in anothor sense a reverse process is also in the making.
By their very nature the now industries are cncrgy inténsive. 4As such
the anergy.coefficiént of manufacturing will continuc to go up as tho
new industrial structure graaually establishes itself, Whatever the
ranner ih which the energy is consumed, so long as we continue to depend
on fossil fuels like coal and petroiewn the supply of these primary
sector products will appear moré ond more as basic vhysical constraints
Lo the accunuldion of industrial capital. AlreaQy‘today power shortage
has tecome chronic in several States ih the country and it is no coin-
ciderce that industrialists runcatcdly noint to the coal-railway-
electricity complex as the source of tﬂéir problems, T is simply

a roadblock which capital is actually experiencing in its attempt to

transformm the industrial structure.

iv) A fourth craracteristic of the cmerging industrial structure,
a2lreedy noted earlicr, is the shift to capital-intensive industries and
Lo more capital-intensive techniquos within.industries. This entails
at the same time a decline in tho labeiirigumpenont in manufacturing
industry, The sluggishness of employment] growth hes been widely
noted. What bears cmphasis is thet whilc the average amnual growth

rate  of employment in ths overall cconomy’zame down from about 6.8%



in 1961-66 to only 2.5% in 1566-77, it feil_oven‘more sharply in the
manufacturing sector from 6.7% to as 1ittle as. 1.7% between the same
riods (see Shétty op.cit, table 24 ). 4 peint mich cmphasised by
Shgtty in his analysis of “Structural, retrogression, this trend may
continue even wheon the overall growth rate picks up and.not(?iiﬁhaslng,

power is likely to flndzts way to t@o large mass of conaumers-— a

point we shall return to latter,

) Pinally by the end of this phasé‘of capital reorganisation, the
gecmnalation of capital will be muclh Less dopondént on the levol of
consumption demand —- especially thie demand for mass-consumer‘goods.
As noted in the preceding ﬁara, thelemcrging néﬁ indﬁstrial stricture
is unlikciy to create much puvrchasirly power éﬁong the large mass of
consumcrs. However this is uniikclﬂ to hamper the accumﬁlation pro-
gramme very mich since it WOﬁld in amnv case have detached itself to

a large extont from the-markct for shss consumer goods. The share of
consumption goods in the final ocutout of thé:manufacturing gector has
already comc down substantially and1tﬁis process is likely to 6ontinue

as the new industrial structure estabhishes itself.

¢, Mecilliarisation and Dualiem

Whiie the transformatlon of t c11ndustr1al structure scrves as
the principal level of Capltul rcor 1lsation in the current criiis,
there is anothor Jind of rcorwanlar ﬂap'which is wnderway in the orga-
7id

sation of produciion within indiyidpal industries. This is. the

; ’ . _
085 of ancilliarisation or subrﬁcntfacting. Wherever this is
f - .




technclogically feasible as in dilztrete processing, fabrication and
assenbly type industries, providsd ¢gst &fficient production levels

are attainable within relatively small sized plints, corporate capital
finds a number of advantages in férming out the earlier stages of
nroduction to small ancilliary units while itself undertaking only

come strategic stéges of production such as the final assembly, Princi-
pally, thecese advantages would relﬁfe to: (1) Savings in capital
equipment, inventories and working lcapital upstream in the production
process, (ii) The elimination of siwhole range of problems in personnel
managenent and industrial relationsiwhich arise typically in large
organisations where workers can uni’y in large trade unions and enhance
their bargaining positions vis-a-vig, management, where protective
factory and labour legislation applw., ete, (iii) The use of the '
ancilliaries as shock absorbers with'the brunt of the impact of market
fluctuations being passed on to ther, (iv) Hiving - them compete with
each other for the orders as well asjassistence from the apex firm so
43 to ensure minimum costs. Not beiﬂgisaddled with large overheads,
and also being beyond the coverage ofl ¥arious p?otective industfi&l
lobour laws, the small ancilliary unitd arg often able to operate with

lower cosis,

1

For these reascns it is believed %hat capital in the large

l

L ‘
scale organised sector is increasinglywlinking itself to small units
. N !
for ancilliary production., This mnrﬁﬂ\:

mn jour qualitative change in
the whole charscter of emll scale produttion in India from the tradi-

Cicnal forms of independent householdip&?duction to that of satellite
: R :



urnits producing for large firms. ?here is in other words a tendency
towards the development of a new kind of .Gulistic production stru-
cture where an organised sector of [large scale production with low
employment , high wages, high produttivity and high mark-ups is orga-
nically linked to an unorganised sector of smell units with low wages,
or even employing mainly family labpur, and very low mark-ups over cost.
It is not necessary that small wifts should have either low capital
intensity or low productivity. iﬂopgh this may be the case initially,
both may be expected to rise witb!c%rcful technical and financial

assistance from the principal fir¢41é/

There are of course some cledd technological limits to tthe
trends. Technologies requiringilafge units or those which have little
scope for breaking up the.produytﬁ¢n:précess into discrete stages
would rmde oub ancilliarisation{o?lthe kind)of monOpéonistic structure
¢f intermediate markets describe@ bbove. There is however another form
in which large corporate capital loan exercise control over small
proc¢uction in general -- and this is by taking,over the marking fun-
ction or distribution of the product without getting involved in
production at all, Typically sm@ll scale producpyrs find it diflficult
to undertake their own mﬂrkoting;and generally tend to leave the
narlceting to other agents. Systematic daté-is not availablc. But

the data given in table 5, pertajning to the Agra region, shows for

14/ There i3 indeed some evidence to suggest thod capital intensity
in small units is often quite high. See J.C.Sandesara - Size
and Capitel Intensity in Indian Industry. Bombay University
Press, Bombay, 196%. '

?




Percentage Share of Dis&fibutor Ssles to Total Sales

- Spall Scale Indwstries in the Aegra lieeion

o v o . . . R o e B e e Y T e S g o

s SO X | W
i
1. Paper and allisd products 23.7
2. Scientific instruments and chemicals 17.9
3, Agricﬁltural implements .89.7
4. Steel Furniture . 31.5
5.  Leather and rubber products : 81.5
6. Glassvare and pottery 55,0
7. Ladics and transistors 23.5
8. leadymade garments 0.9
¢. Plawtic products 89.5
0. Miscellaneous 60.0
iverage for all industries

— e e T — e o . AP o . e e ko P S bk o ek Y e ok e o | At i W P . A 4 s B = T o

68.8

Spurce: S.F. Mathur - conemics of Small 3cale Industries.

Sundeep Praksshan,'New Delhi, 1S7S, table 33,

instance that nearly 70% of the marketing is left to distributors.

I this markoting Cunction in specific smalli scale industries is

systematically taken over by large firms it is eaéy to see that once

agoin o monopsonistic structure analytically similar to the anci-

Ilhariontion eeos Jdincunsol callic! would appoar,

a

A Low Lalge

Luyars would use their mariet powel to purchase the products at

wrices leaving very 1ow margins to 'the large number of small producers

and then add large wmark ups of their own to sell as oligopolists

in bhe next stege of the markoeting channel.,

.
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‘ |
Muchk of what has been seid hcre 1s impressiopistic and syste-

mati dence is not. e&Slly'ava]]able)_ESpoclally-fOT the period

since the midesixties which is the relevant peried for our hypothesis,

M

[here are however some fragments of 'evidence which suggest that the
liind of reorganisation we have disoﬁssed hnas in fact occurred, loading

to o rapid growth of amall scale industries sjince the mid-sixties,
: A

iSince 1965, there has been an even more significant growth’

in the investment, employment, output and contribution to the
national income made by the %mall scale scctor .... it employs
about 50 per cent of the total factory labour of the country ...
it is pertincnt to point tha? the small industry is providing
an increasingly larger share of the ancilliary components to
large industry.® 15/

A recent stuwly states for instance:

A

Sirdlarly, estimates given by a' study of small-industry in lLajasthan,
1

reproduced here in table 6, show thjt growth of the number of small

scale incustries registered with the directorate of industries in
L

that State foll drastically throughout the sixties but had again

started rising very sharply by the early seventies.

Another estimate for Moharashtra, onc of the main regions where
arcillliarisation has cccurred on o wifde zcale, states that the number
of small scale units have increased by around 800% from only 4,860

|
units in 1661 to some 43 851,unitsjipl1?77. The number of workers
l

enploved in these units aC”Ofdlnﬂlj 1ncreased from 0,700 to 595,000

Sez Fom X. Vepa - Small Tndushbry|in the Seventies. Vikas Publi~
cations, Delhl 1871, p.25. ‘
¢/ Isbour Gazetie report cited in Jh B;nagl - Y"Accumulation and Dxploi-
tability - Some Motes for a %tudv of Industrie? Capitalism in Indial,

Paper presented to the UNITAL G nference on Alternative Development
Stratecies and the Future of As%ﬁ held in New Delhi, March, 1980,

L]

crar the came pefiod.—A/' ‘ |
i
|

z»
k2
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ristered with Directorate
of Industri b8, -« jasthan

. s

A s e . T S e e oy, e ot — ———— [

Year No. of Period %Change

ended Units  (Amual fverage)
1656 356

1961 1,956 195661 90

1667 5,721 196167 32

1971 8,570 196771 14,

1973 18,975 . 1971-73 56

o o e . e e kR e o P e e Y S e N A B ot T e o g W R T P e e e i it o S S s B o e e S g e

Source: H.S.Pareek -Financing of Small Scale Fndustries in.a Deve-
ping Economy, National Pyblishin_:, Delhi, 1978; table 2.4.

Finally we have an interesting table in Shetty's earlier cited
wotk, which gives the qualitj-corpmsitﬁon of cotton cloth production
a2t different peoints of timé.- It will be noticed that the production
o mill-made cotton cloth has bem delc%ning ﬁbsolﬁtely right from

A

the mid-fifties while 1ts quality compojition has also not changed

mieh, coarse and lover medium varietiesistill accounting for about /3%
hand ’

of output. 0On the otheg/handloom and pqwerloom production outside the
‘ 1 . i

organised mill sector has increased nearly 2.5 times over the same

period. Gonsequently in the cotton cloth production industry as a

whele the wiorganised sector which accowmted for ronghly 25.5% of

tae Lo tal oulnut in 1656 _had doubled itTishare to 51.1% by 1676,
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rainbh 7

Quality Distribubiph of Cotton (Joth .

Productioh . -
S , ‘ (million metégg%
Year Total mill Of which 1. Handloom Total | hshare of
production coarse & | !|and power~| cloth | wnorganised
lower . [loom produ- sector
medium | production| ction .
‘ - cloth - ‘ . n 7
| production! 1 "/'(1 )+(3‘Y 4(3 V{4
(o) ) @) ) (4) (5)
L 1¢5 ' 3727 f 1013 4740 21.4
| _ :
1$56 ] L4852 . . I 1663 6515 25.5
1961 | 4o 2318 (49.3)| 2372 - | 7073 33.6
! , | :
1966 | 4839 1550 (43.6); 2097 7336 42,2
l :
swem | 3957 1541 (36.9)] 3399 7356 | 46.2 |
i L [
| 1576 | 3801 | 1683 (43.4)] 406 7945 (_ 51.1 [
i ’ l
A S0 SO SO SN

Source: 85,L.Shetty - op.cit, taple Pg.
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I am aware that the fragmenis of wvidence just presented are

opén to varlous interpretations dnd by no means conclusive. Never-
theless, confirming as they do our a priori expectations, it seoms
reasonable to sugg.est that a certain dualistic structure of production
iz establishing itscll where the small scale sector is not cnly growing
alongside the so called organised Sector but is in fact getting orga-
nically linked to the latter eithé% in terms of a ctuwal ancilliarisation
or through the take-ower of the marketing funetion as major operations

Ly tho large Cirme.

This third level of capital reorganisation, the creation of a
dualistic but at the same time interlinked production structure, is
probably quite recent —-at least as & genecral phenomenon -- and quite
different from the traditional typg bf small industries. As such the
process has nelther been substéntiably documented nor have its full

implications bean properly exploctdl e have before us however the

interesting historical experience% o!fi Japan,

Historical comparisons are %1¢%ys_f;aught with the danger bf
mec!mnica,liy projecting the experdj.elpﬁ e of one historical conjuncture
across  bime and space to anothcr‘fcor.jljnctu‘re without adequately recog-
nising the specific differences bctween the two. .'Es;pecially in'the

|
case of comparing Japan's industrialilsation experience with our own it

has ofbon Loon peinted out that durvire Forty yonra or oo at a vory cru

stage of its industrialisation Japan was an imperial power while India
r

|
is net. The contrast on this ground is probably overdrawn since what
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vhkat Japon gained in terms of mw mTterials and markets in Taiwan,

Korea and Manchburia, Ihdiamin_any-case has within her own national

gconomy given the fact that we are not a small disland economy What

the

i3 more uq/p01nt it seems to me, is the parﬁlcular eoonomio - structure..
Indig inherited fram her lomg Calond past ~- a legacy which Japan

never had to grapple with in her d%ive to industrigl matufity.

I do not see, however, why‘thii particular difference in the
initial conditions of inﬁgstriaiiéétion should render illégitimate
Ltho barticular comparigon I have iL mind, 'namely the emérgence of a
duelistic structure of tho kind dikcuséed here in the organisation of
indus&rial produ%tion; There is some evidence to indicate that there
ig a disuinct cogtrast here. As I have suggested above, this particu-
lar form of cﬁpital reofganisatioﬁ 1is a relatively recent phenomenon
in India. It iz a gurgbcby tlnt ¢ ¥¢ual has not sysbematacdlly employed
before. In contrast the case of[ Iﬂh dualistic structures of productlon
and technelegy have been very mubh 0 peTt of the Japanese industrislisation

experience, as also the rcle of F 1ng houses which developed and con-
trolled widespread distribution 5@ orks both within and outside the

!
Japanese economy, from the very L

__xgm

nnlng The cost advantages

A‘-SB

afketing otructures and their impli-,

inherent in these producticn and|r

PR B

cations for Japan's industrialisatipn and eventual penetration of highly

competitive 1ntcrhaulonal markctsfls toao well known to require further
H
P I

17/ Tor soma evidenco of the cunthgta in technological choices, marnu-
Tacturing olganisation etc. butween Inaia’s carly LnduSLIi¢liqu¢ou
experience and that of Japan, see Sudiptc Mundle - Fechnplos;
Lrb¥ur Intensitv and the Orggnisation of Industrial Proﬂuction
4 Tentative Commarison of Tndiz and Javan, CDS Working Paper Fo,118,
(mimeo ) 1640,
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emphasis, Now that this hins apmcared in India as what seems to be
the third level of cdpitai;réorgaﬁiﬂatiqn‘in 1esponse to the current
crisis of accumulation, the quebtilarrecds i<y be:seriously posed as to
what are its impliCations in termsiof India's own economic conjuncture

both internally and in the conteéxt -of the international economy.

d. MNew Techniques and Work DBeorgafisation

T have tried to sketch abuye! yhat seem to me to be the three main
lovels of capital reorganiSation widerlying the‘aggregate‘phenomenon of
crisis of retrogreésién, In additjon to these there is also a fourth
level at whichc:apital is reorganiping itself and that is the level with-
in individual units of producticr! both in the large ucale organised
sector as well as willdn the so-gallcd unorge-iscd or small scale
secter which is organically 1inkéd to it. This is the level at which
new techniques are intrecuoss o dnd slerng with the traﬁsformation of
production processes ﬁhere cories the reorgani.ation ofs the labour process
itself. 4 movement aimed directiy'at raising not only the productivity
of labour but alsc the share of the surplus ocnd hence the rate of.
profit. There is no attempt to eithor wmlysc or document this level
of capital reorguniisation here, largely beczuse thoe present author
lacks the technical compotence necessary to sexriously observe anc

analyse. these processes, Processes which are best understood by the

PRS0 R A

, beclmiainna and ahave K10 the werking men who directly

_ 18 , ) .
cxpericoece these processesr~/NeWertheless i+ needs to be recogniscd tlat

.

18/ Praverman's well known work4is perbaps the example that comes to
mind most ecsily.  Sce H., Bravernan ~ Labour and Meonopoly Gapital:
The Aerradation of Work in e Teonticth Centu. s, Monthly lisvicw
Press, Mew York, 1974.. '
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this is also one of the ma jor: lﬂvbl" of c??“* 1 “reorganisation.

The burden of the eptiro argi%mept offorod in this sootion is to
suggest that the current crisis Oﬁ acéumulation must be read not only 2o
& period of stamnation or rctrogr;@sion but also a phase of substan-
tial capital I@organiSatioﬁ. Reoréanisation at various levglé, espe-
cially the transformation of the industrial structure, which capital
is carrying through before it can'fesumela normal programme of ﬁccu—
mulation, In particul&r thé pericd showld not be read as some sort
of permanent crisis, dead end or prelude to a breakdown of the system

has been read in some formulotions

of capital production which is hou it

I

deriving from healisation Theory llmlpartlcular the underconsumptionist
s
variants of that theory.—J/ It lﬁ T@tirely'a difrerant matter thai
1

the resumpticn of normal ﬂccumulatipn‘?ill have nothing much to offer

' : o . |

the overwhnelming majority of Indizns Lro laclk the means to live like
1 !

rormal huran beings. That is not tﬁc\Cpncern of capital.

—_—
——

Perbaps one cowld oxtend tiils to dnt analysis of the developed
capibelist countrics as well and ajrjjuc that in establishing and
focussing entirely on the causality|betwesn the development of
Ollﬁopoll)ﬁlc parket structures uﬂQ stagnation Realisation Theory
has failed to grasp the many other! levcls at which capitel can
manouver and reorganisc 1tself. St01nd1'q shift of cuwphasis, asg
in Kalockits work, on the role of technical prosrosn 4o insbrou-
clive; as alco thL curront upLLmiqp of" tha Post-Keynesian

Lradi b o (sce the wferences in fobtnotes L and 5 above).
Hewever this is beyond oy present concern.

4D

k
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IV: - Land :Jdlthe level of living
S : |

Iy
i

| 5 :
The only real concern of capltal is Gahl%al itself and the pros-

pects of its own expansion. It 1ﬁ only from this particular peint of

view that capital is ever 1nteres %i'-- or rather compelled lto

congider Lhe conditions of exisﬁercc of the 1arge misa of people,

Thaf is to say that to the extéﬁt ne low purcha31ng power of the
;

consuming nopulatlon acte as & ba:xler-to the self-expansion of capital,

the Iatber is concerned with quesﬁlons of poverty, inequality etc.

This I believe is the core of the andef-consmptiopist argument that
inequalities in income distributi?n and poverty of people obstructs

the PTOGTamme of accumlation, It is true that the over production

~ itself
of capital in relation to the 51ze of the surplus manlfestgfas an over
produclion of pomuD&lLlGJ-_'ﬂQlUdln consumer goodS, in relation to

the size of the market, but the mquet is not only a market for con-

sumption goods. It is also a markeb for the means of production,
!

\
size of the market. The 1imitati§n of the market is only a passive

Apd dn reorganising and expanding'itself capital also expands the
snifestaticn in the sphere of ci?culation of crisis which invariably
lyve their origin in the sphere oﬁ production. It appears and vanishes
with the appearance and resolutioﬁ-of the latter. The demand for con-
sumption ﬁooas is therefors a proLlem by it3elf only in so far as the
procuclbion of constant capital ir Department I requlres labour which

rust be sustained by the consumef‘goods produced in Department I,

This recgqudres the maintenance of certain material and value balances

betvesn tihie wo. Capitalist prodwcticn not being centrally planned
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production these balances can and do‘#eﬁ disturbed from time to time,
, : |
Tois apart the size of the maf]étxo*corsumer goods, or the pur-
chasing power‘of consuners gnderlyin:”it, is-of'ﬁo:concerh to capital.l
Indeed it is by now a well establishgd fact of history that as accumu-
lation proceeds a smaller and smaller proportionjof output is made up 6f

i
the items of consumption and capital jincreasingly detaches itself from
‘ .
i *
the market for consumer goods. As we have seen in the preceeding
| .
sscvdlon, this is also one of the priﬁcipal characteristics of capital

reglryanisalion in cur currenl crisis

S¢ the well belng of the people is not the concem of capital.

iy

Sut for people themselves it is very much the coneern., And while our
enalysis may lead us to see that growth and the accumulation of capital
will resume once capital has adequately reorgunised itself, the really

irmportant question to be answered is how this resumed accumylation

~

will affect the'maierial conditicns gf the people. As we have suggested
]

from the cutset, it is nol likely to3make much of a difference. By its

:
|
;

) .

very nature the manmner of reorganisation that capital is undertaking

13 unlikely to gene*ate ruch employﬁqnt. Qur earlier evidence has indi-
cated that there is not only a Shiftlaway from labour intensive to
less labour intensive techniéues of production, as is generally the

case in all technical change outside agriculture, but also a shift.

away from wvhole branches of productign which are labour intensive to

Liwse which ore less labour 1ntens;va.} A such even when the accunulutbion

: . C i .
of capital is revived, this is not &ﬂkFly to either generate much employ-

- . LI .
ment or place much more vurchasing power in the hands of the working
1
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. 20 |
people.’*/ The best that can be hoped for, at least for the rext

n'\"

Setade or tﬁo) is that the growth of manufacturing and allied. activities

~in nen~egriculfure will absorb the iaternal growbh of the work force

within the sector.

)——

Maanwhile there is the repaining fcventy per cent or so of our
population who make their livelihood ch of agriculture ‘and will have
to continue to do so. 411 that we have said so far about capital reor-

canisation and resumed accumulation in industry ia therefore, from the

point of view Of this seventy per cent|, quite irr@ievdnt. And at its

roots the question of material well beﬁng of the large majority of

Indians 1s really thé agrarian quﬁStio%l It is possible that eventually

agriculture itself will be iﬁdust_:‘ia.‘l_j,;jslgad. That is to say, agricultural

enterprises -~ whether large capita%i#% farms or small peasant farms-——

may becone high;y'productive and technLﬁogically lcontrelled! units

of procuction fully integrated withilh b vast industrial organism;

much like the ancilliary MuHUfaCtUIln fnits of today or the plantaqlons

In many of the presently industrialized cowtries this industrialjsatdon

of agriculture has already occurred. (B t in India thls is a prospecit~—
dijsltant

if it is a prOSpcct 4t alle- of the/lyture, No such transformation is

forsceable in the near future within thlis system. So far as the next

decade or two is ccncerned, therefore, it Seems prudent to base our

axucctaticns on trends observed in the recent past.

C0/ -This sitvation is not likely to be much altered by the growih of

the szall scele sector either. As we have tried to indicate earliac,

the ney kind of small wits Whlch are likely to grow most rapidly

a5 anciiliaries to large lnﬂUut“V are not lilte the traditicnal small

uC<¢L industrizs. Th? labour employed in relation te means of pro-
nation is citen quitz low, for tﬂ prime consideration here is

iGdLmJ te get il h productivity wztlout the accompanying high wages

of the orpariiesd secior,
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.I;md thie, principsl neans. of “I“Ofxuotlorh Al agcmulbura Lparnot .

e extended once the entlre ava:_]_ablg, arba colonlsed Nor

con ih be manufa,ct‘ﬂed like the neansg of ?pz-aéuc‘tioi:z_ nn",tsbry

The question of the material well-being of the . agrﬂ I‘:Le‘\rvlﬁ popl;la_ tion -

is thus, principﬂly, a quastionof the dli‘strj.bu'tion of land. Tt can
be argued here that while the mass of 1a%d available cannot be axtended
its productiveness can be increased whichl_,ra.nalytica.lly, would aﬁlpxmt
o much the same thing for our purpose, [While this is true, it must

be recopnised that Lhe pace at which thig -sroductiveness can be raised
is awmﬁﬂgly slow compared to the‘po‘is.sibjlities\ in rﬁanufactu;:ing
j_ndﬁ;try. According to one estimate, fog instance, the trend rate of

v no means a low rate of growth

gravith of crop production in India since - 1‘? 0-51 has been only of the
order of 2.6% per annum. 2y And this is \L

for ggriculture in compaiison with known nucmatloml standards.

Since a part of this growsth in crop production has come out of
increaces in acreacge, the rate of gravth pf land 'Jlocluctlvlty itself

is still lower though, admittedly, this has accounted for a relatively

larger componert of growth in recent years than in the earlier years
| ]
|
21/ See A.Vaidyanathan - Performance s nc Ercspects of Crop Production

in India, Eccnomic and Political fecI«‘ler Special Numbeir August
1¢77. There has been an extended dl 3uss:Lon about what was the

actual rate of growth and whether it a5 Ceclined in Tscent ysars,
Covicusly there is no such thing ag #Hg trend rate of grosth sincé
the exact number wowld depend cn whﬁ :h out of a number of possible
altemative curves one chooSes to [it. ! /nd the high coefficient of
oxplainad varination 40 by no mofm'"Jm‘ ndoquata eritarion fer choico
Howover, eotimates generally vary Hetween 24 per annum to 34 por
annun and witile there has bean oOH]C| dijspute as to whetlher the
growth rate in agriculture has fal]_' the impostant point is that
o one has seriously claimed that :Lt ;hqs risen ~ the Green “evolu-
tlon netwitnstanding. ! ’
1
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upto ebout the mid-sixties, Flna.lle it ﬂas to ’oc kept in mind that

mj.‘ e—t to & considerable

tiis slow growth of land productj_‘ﬂ{.y JSIEY
degree by the increasing pressure of Dooulatlon on land It will be
notsd from table 8, for instance) that while the total rural (agri~

i

i ujtural) areca operated went up by u¢rﬂly <% from 336 million acres in
195455 4o 366 million acres in
[1670=71, the number of rural (agricultural ) houscholds supported by

this lend went up by as much as 3‘];7{ from &1 million households to 80
A

million househplds over the same pdriod. The average operated area
cvallable per houschold thus camc down from 5.5 acrea in 195450 Lo b6
acres in 167C-71. The land-man ratio, measurcd as rural (agricultural)
onerated area per head of rural (agricultural) population declined
during this period from 1.28 acres per head to about .C.C6 acres 'pe'f.

lead, 22/ Thus, even atter allowing for increases in productiveness,

the evailability of dand so augmanted cannct be token te have increased

very significantly in relation toé n{a povulation wiich it has to

pport.  Which brings me back td r..-yt-original point that prizaarfl_y

: . e - o .
it is the distrithvition of land wnll hf governs the material standards of

£

living of the large mass of people [in the Indian.context.

Informaticn on the distributicpn of households and operatvional

heldings by size groups of operab“iéx;{al,holdings in 1954-55 and 1071-72

'{4*/?113 rurhl (azricultural ) populatijon cstimates used for this calcu-
Tatirm ava maand on S, Mondle - [Surelug Plovs and Grovth, Trboloncen,
Allicd Publishe.s, Hew Delhi, forthcoming. It has been pointoed out
to me by Professor Veldyanathan |that a calculation based on the H3S

andholding data 15 1likely to underestimate tie land-man ratio Since
the touval operated arca as per I‘.Sb estimates is less than th-actual,
>ut since the same data Source jto used for both points of time, the
direction of change indicatad hl-;re ic probably unaffected by tie bias,
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based on NS5 landholding surveys, has been summarised in Table 8.
The extreme ineguality of the distributicn of operaticnal holdings
. : . ! .
will be obvious straightaway fromifractile comparisons of the distri-
|

bution of area opsrated against that of households in either year

{ columns 7‘tb 10). Thus in 1971-{2 while th? top 104 of'all héuseholds
opcrated ag mgch ag 53.2% of totaﬂ operated area,lor the top 4. 6%

of households operated 62,5% of tile area, the lowest 27.4% of house-
holds at the cheriend of the distribution did not operate any laﬁd

at all. Or the lowest 42.3% of héuseholds operated only 1.%% of the

total area.

What is important to note, fqr purposes of identifying the dyna-
mics at work, is however the chanQJS'in the shares of the different

size classes over the twenty five ﬂear period.(col.11). Thus the

J . .
share of holdings of size less thar 2.5 acres went up the most - by
; e o , _

as much as 72.2%, followed by kfidings in the size class of 2.5 %o

less than 7.5 acres which raisei their share by 41.7%. Holdings in
. . T?' |

the next higher size groups of 7.5 |to less than 15 acres Taised their

N

share by only 10.8%. Finally The éhareiof holdings of the size of 15

acres or more decreased by 27.0%. | |There seens to have been thercfore

e . )
a marked shift of the distribution jaway from the larger sized

operational units in favour of smaller units, the relative gain in

share of total operated area being |inversely related to the size class
: l .

ol uperaldonnl holdings,
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JThis inverse felatlonshlp becomes very clear when we 1ook at

cliznges in the nunmber. of hOUSethdﬁ~eI‘tcial,onerated area w1th1n each

zize class, Once again we.flnd thatrthcre has been a nﬁznﬂumulporeasé

he number of househo_dsmoperat;ng,holdlngsw of"less than 2.5 acres,

V3
ct

narticwlarly holdings of the Size ofiT.O Lo 2.49 acres (cols.1 to col,3).
This 15 foliowed by & substantial theugh relatively smaller juncrease

of houssholds operating holdings of size 2.5 to less than 5 acres,

o s5till smaller.increase in householas cperating holdings of betﬁeen

5obe less than 10 acres and zo on till we recach houscholds opcrating

holdings of size 15 acres or more. ?he number of households in this
size class aefually declined from 5.% million in” 1954-55 to 4.5 million
households in 1671-72. The pattern ef increase (decrease) in total
opcorated arca in alfferent size clas%es follows an identical pattern
(Cols.4 to 6). The area operated in ‘each except the highest size

class has grown while the proportiocn of increase seems to be inversely

related to the size class. These inéreases have come partly out of the

decrease in area under the largest size class -- a decrease of 36.6 .
million acres -- and partly out of 4n increase of 30 million acres

in total operated -area.

The basic dynamic of the situdti&n, therefore, seems to be quite

| ! .
clear. With the increasing pressuﬁe df’ population on land a growing
I .
mass of rural households areAbeing‘foﬁced to operate on progressively

sualleor plots ol land. This has song scrious 11 obvious, implicoations
|

not orly for the material conditio&s cf the self-cultivating peasant

¢

househclds but also for the levels jof Iiving of rural or agricultural
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labour households, As tnMSQ 7roulng,numben;of cultivating households
are Torced tc meke do W1th smaller FlOtS they are not only unable to
emnloy any outside labour on their own plots but are on the contrary

| :
tiemselves forced to search for work outside in order. to uwugment

: |
their dwindling income from own cultivation. Where the whole or a

part of the operational holdings is' leased in, the terms of lease aro
\
!

possibly getling more harsh., The smaller the size of the opera-

1s

O

o

ting unit, the greater is the depeﬁ%ence éf these households on outside
work. And at the bottom of this he%p there is that vast collection

of households, about 22 million oflihem in 1971-72, who are unable to
operats any land at all and are for ed to live entirely on the employ-

nent offored by others. The dividing line between these purely labour

housenolds and households operating| the smallest plots‘of land is of

course a meaningiesz onc, both categories being dependent basically
f

on enmploymont offered vy others.

Cn the one hand, therefore, tq{ proportion of total operated
' e
area where employment is offercd ?o hutside labour is diminishing.

Cn the other hand there is a growing {number and proportion, of house-

E
nolds who mast offer themselves p“rtiy or wholly for precisely such

}

enployment. The implications of thFé situation for the large mass
I

!

of cur rural population is irlghtO\ﬂLg 1y obvious.
il .

It is captured, though only‘ ly, in the cstimates of wage

corners from rucal labour houschalds buued on the Mrst and Sceond
laral Iubour Tnquirics prbsented in ?able g. I say partly because
we huave here ordy the estimates corbL onding to those households

WIGSe aain source of income is Ilom'ﬁﬂbDUA. There wouwld be in
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Number of Ware Tarners

ol

S

L 1664-65 1974~75 increase (%)
! |
len i 20.5i ;13.0.5 48.8
T T L ————— ks e = e e 'T"-'-‘""‘-'-—' ——————————————— o, RS "“""I
1
WAL 1-2 8 IBO.(’D 60.5 i
i ;
, ;
____________ e i e A e e ohm o Pt e o e e e e
Children 2.0 3.5 77.6
____________________ e e ]
| | g
Total \ 35.3 54.6 54.7 '1
i
——————————— ‘-—'“'"'—‘-—-“—'-"----'-'——-——----—-—r——-""—'-—a-v-——v——'-"—-——'*-—-a—'”-'——-w-—-—.—!
Source: KN, Faj - PeaSPLﬁs & Potatoes, Centre for

in Swral Labour Households

Development Studizs, Working Paper Mo.123; table 2.

I
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_ . . !
eddition to this a sizeable group wpi

main source-of income may be-own-CULti.
| De~ PR

other than labour.

.

ch offers itself for labour but

. gk s
is not represented here because they come. from households where the

(a“(n 0;’:_.,"'53T :OIII,B‘- aocupation

Evan,thiskpartial evidence h@heverris enough to tell -a-grim
bl

tale.

of wage earners from rural labour

In the ten years between 10Lﬁ-65 and 1074,75 the total number

ouseholds bad 1ncroascd by over -

5 4% But:ambng these the numbér of‘ oncn wage CaTNETS grew much

Laster than man wage earners and cb

all. In view of the arguments pres

at these growing numbers do not 1

ild lobour grew the fastost of

ented earlier, it should be obvious

eflect,by'dnyjmeans a buoyant

demand situation with employefé T
. , N
uﬁal

The deman

of a booming growth of agricult
fact guite the reverse.

actually stagnated or even shrunﬁ.

subsist any more on their shrinkinT

|
peasant househelds are now being [fo

numbers nct only the men but alsg¢ Th

employment as they can and to soﬂehc

the number of wage earners is incré%

1ng after labourers in the wake

output The 51tuatlon is in

d[ for agr:i.Cultul‘aJ. labour may havo

iOh the other hand, umébie—ﬁo.-
units of land the large mass of

Iccd Lo sbnd out in 1ncrcas1Lg

v :
¢ women and children to get such
w:eke out a living. And while

sing, the nunber of days of

. |
employment per head is probably=di?1nishing.

. } N A
Cur interpretation of the ruﬁal situation as one of extreme

Goprivation —and growing desparat

3 there on the levels

»a
corauences oL

of livingz of the rural poor.

pn ==13 cavlly wonlivnad by ouch

On

2 recent reckoning, bascd on a co%sumption level of Hs,15 per head

[

[
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per month at 1960-51 prices, it fturns out t[at rouglily half the rural
population hag been subsisting at or beloy< hisn1é¢éL,§;ﬁ. It should

o : . . pere v TEAN L
be obvious that the level in question/is rgplly“aiieﬁg;{bgrdéring on

starvation., 4nd half the rural pppulation;%eiow that;leﬁél means well

L .
over 200 million people. But as I have‘saiF earlier, this is not the

concern of capital.

I have confined myself here to observations dt an aggregative
level. For an agrarian.system as iarge and varied as ours this is
hazardous. However, the basic causality bet@eeh a deteriorutiﬂg land:
man ratio and the Spreéd‘of.impoverishmenﬁ,_via the changing operational

d here would probably

! |
survive the required disaggragative analysis. It should be immedia-

&L

di stribution of land, which has been outli

!
. ' 1
tely emphasised that what has been said @ez&-Ls not offered as an

analysis of thc agrarian system as such. I ﬁqve only-underlined what

scems to me to be ong important dynamic jf this system, And it needs

to be added here that our reading of = systeﬁ:based on the distri-

|

bution of land perhaps ought not to be ﬁorced intc the framework

of 2 theofy built primarily to analyses the Jystem of capital accumu-

ard bheir movements are certainly ilyter-related. _
nistoricel development/ But their specific|dynamice are quite different.

lation in industry. Both systems conform t; the general laws of

. : , L —
22/  M.S.ihluwalia ~ Bural Poverty and Agricultural Performance in
Indic, Journal of Development Studiess) April 1978.
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e

~ COMPOUND 21N

JJC OU‘H RATES AND WEIGHTS IN

THE INDEX OF i3 AL PTODUCTION
INDUSTRY IDEX OF INDUS?R%AL PRODUCTION  WEIGHTING T THE
ANNUAL COMPOQT 3ATES arF INDEX QF INDUSIRIAL
GROWjH ¥ © . PRODUCTION
_________________________ ! ‘2@1]&19@15{@% 1‘2?9.@?-13(3‘2:22 L1960 1910 .
(o) (1) (2} 4| 3) (4) (5) (6)
I. BASIC INDUSTRIES 6.72  10.4| 5.9 5.2
1. Mining & Quarryirg 3.48 5.7 3.7 2.6 9.72 9.69
2. Salt Relfining 0.19 0.21
3. Heavy Organic Che- - '
g 10.30 16. 4, g.1 7.9 0.10  0.54
4. Heavy Inorganic - 0.60 1.0
Chemicals
5, ¥ertilizers 28,04 20.3 21.2 17.9 0.46 1.39
6. Cement 572, 6.2 42 LT 1.7 1.7
Iron & Stesl Dasic .
e etaiee 2,86 1370 0.0 V4| 623 7.04
. Aluminium manufe~ ) 57 qg.y | 193 5.5 | 0.57  1.30
ciaring : T : -
9. Brass Manufacturing ! . 0.29 0.35
* .
10. FElectricity 11,13 13.8 1 .11.8 7.6 5,37 9,28
IT. CAPITAL GOODS s - |
TNDUSTRIES 4.6 19.5 | -4.8 5.4
. Machinery, apparatus
and supplies for e .
Power Transformurs 11.24, 33,8/1 ~7.7 9.6 | 0.38 1.48
’ |
12, Hectrical Moto*/ \ - - ‘ o 0
Furnaces 9'23 34'47} s -7 0.27 ==
13, Cables & Insulated 7.54 14,75 =1.2 G.5 0.68 0.85
Wiros
14. Tailroad cquipment -8.20 "21.0 | -20.4 =7.7 3.5C 2.99
15, Motor Vehicles 4.68 6.3 3.2 3.5 £2.51 3,03
(1T, TEUEMIDIATE GOCDS 3,89 7.0 1.9 3.4
14, Cotter. Spinming  1.28 3.9 0.9 1.0 | 11.79 6.24
17, Jute Manufactures - 1.79 3.8 | =71 -1.2 3.97 2,71
128., Tyes & Tubes 9,26 1.7 3.5 6.5 1.48 1.43
19. Synthetic Fibkres 5.9 1.7 c.8 0.1 0.64 1.19
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APPFNDIX (Contd, )

e S S

|
{

for Development,Plaﬂniﬂg Commission, G.0.I,, 1977, Tables 9

and para 1%,

(0) (1) (2) (3) W) | ) (6)
[ e e e - i . : s : ]
20. Dye stuff and dyes  6.96 | .7.2 8.5 3.2 | 0.6  0.63
21 Padnt, vamish and o - 0.32  0.30
22, Petroleun Products ~ 10.98 [.°9.7  17.9 5,0 1.34  1.62
23, Structural Clay Pro&ucts?1.77§ Lok 23,3 11.0 0.77  0.65
24, Batteries ' . 0.38 0.55
IV. CONSWMER GOODS L 407 5.0 10 42 |
A. coNsuMin NOMDUIABIES . 2,81 | 3.8 0.9 4.1
> ies and 1
25. Sugar fag’ggij;g;&;g 3.24 .| 4.5 -12.2 1.0 | 350  2.79
26, Hydrogen;-(ited o0il ) 433 i s 3.4 ~0.3 1.09 0,68
vanaspati- '
7. Tea 10 5 27 -2, . .1 2.
27, T 2,10 | 2 8 6.8 5.12 57
28. OCigarettes L4379 3.8 0.7 | 2.5 2.2
26, Cotton textile weaving -0,73 | 0,0 =13 ~0.6 c.39 5.41
30, Woollen fabrics | | 0.36 0,31
31, Papor & Paper Products 7,32 .| 8.0 " 7.9 5.3 1.61 2.24
32. Footwear o 7 ' b - . 0.43 0.44
33. TFine & Phammaceutical 2.85 [ 6.0 . 4.9 4.4 | 2.21 3,12
o chemicals , 1 e - -
34. Soapcs & detergents 8.65 |, 3.% 8.5 8.5 0.95 0.65
35. Matches. - -1.73 | [231 =41 -5.377| 0,50 0:26
34, Gass & Glass Products"2.1q ' _5.6 -2.7 3.5 0.57  0.50
: H
. . |
B, CONSUMiL DURABLES 5 9.08 |110.7 8.5 4.k
37. Commercial office & _ o .
househeld machines 3.27 i6;6 2.0 3.7 0.53 0.52
38. Hectrical Appliances 7.78 || 8.8 3.8 8.8 0.56  0.97
! - | 0o ) ‘ .
39, Communication Equipmentig .80 ﬁé.B 32,9 3.9 0.61 0.48
4G Motoreycles & bicyles 10.14 1Q.5 ©10.1 8.5 0.62  0.75
RS - .
GENFRAL LWDEX 4.88 | 1.9.0 16 45
S —— e
Source: Studics on the Strucltlije: of Indian Economy and Planning
Q
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