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Labour Absornt5pn in Apricultu~e and the Restricted .- 
Marks 5 f o r  Em-LC c ::=i! A 251rr k r y  : Sorile Contrasts 

between India, Indonesia a::d J a p d  

It i s  c!-macteristic of nost contemporary scholars in the Marxian 

tradition that a,ny introduction of the demographic factor in analyses 

of underdevelopment is viewed suspiciously as  an a l i b i  thrown i n  to  

obfuscate the rea l  roots of underdevelopment. This view is not 

surprising f o r  neo-Malthusian doomsday theories m e  put out as effecti- 

vely today as they were by the parson Malthus himself t o  conceal the 

relationships of subordination ana exploitation that  operate a s  much 

between classes within a nation as  they do externally between unequal 

1/ nations. 

The theoretical 'proof' of the Mzlthusian proposition, that  

population growth outstrips the availability of food, res ts  on the 

principle of dininishing returns. The underlying assumption about 

the fixed a~ra i lab i l i ty  of land is  actually bet ter  suited to  the densely 

populated countries of contemporary Asia than i t  was to  19th century 

Europe. Even so the prinoipal of diminishirg returns is as  invalid 

in Asia of the l a t e  20th cen-hry'as it has i n  Europe of the 19th century. 

For F&rxls views on W t h u s l s  tneories a s  *ell as  on h i s  stmdards 
of scholarship see K a r l k x  - Theories uf S u r ~ l u s  Value, Part 11 
Chapter M, Notes on-the-g-etorv of the Disgo.ve~-o_f -tn~So-Called 
Ricardian Law of Rent. Especially Sections 1 & 2. Progress Puhlinhom. 
Moscow, 1968, 

On this see K.U. Raj - and discussion of this 
paper by Bela Bdlassa, 
Hesokces Vol. I. Proceedings of the  Fif th World Congress 
kcmillan Press LtZ-1979. 



This is because thcre  is s t i l l  .the ' t h i rd  el@.:-'ent' t nz t  Z h ~ e l s  talked 

about, the progress of science and teclmologf. i:h,2re i s  also the 

compelliqq evidence of a.cti%l !~ir ; tor ics l  eqer . i fnc  e. Cmtrcry to 

Malthusian chiniera about gecxetr ical  and a r i t h j e t i ? z l  ra tes  of progres3a 

food prod?lctior im the  ~mderdeveloped regions of contemporary Asia 

have on the whole kept pace with pcpdzt ion  g~owth,  mch a:; i t  d i d  i n  

l?.th oenkry  nuope. B o ~ ~ & t s  and famines da nccur but tithese &re in.- 

nzture  of cleviations from the  long t e rn  trend. ?loreover it i z  now 

i n c c e z ~ ~ g l y  recognised tha t  star~m.tj.on and malnutri t ion b ~ v c  mcro to  

do with qluestions of nuchasing power and income dis t r ibut ion rather 

than physical l i m i t s  t o  the  production poten t ia l  of land. 

But if Maltllusian theories  of doom a re  no more tentible toda;. tM 

a t  the beginxinz: of t he  19th century' it &oes not automaticzlly follow 

ti-& tkie 2opulation fac tor  i s  i r r e l e v n ~ t  o r  can 133 i.gxxi<~ i m  a". 

analysis  of the  long term "~cne t r a in t s  t o  growth i n  the post-colonial 

soc i e t i e s  of Asia, The problem, as I shall  rirgue, i s  nct so much 

that agr icu l tura l  s o u t h  has not kept pa.ce >rith populntion growth but 

r a the r  t h ~ t  in the  post-color~isl economies of Asia gains i n  agricultural 

?roduct?vi.Q- hzvc beer! largely of fse t  by  the excessive absorption of 

labour ic ap icu l t i r r e ,  Elis i n  turn h~ . s  led,  v i a  r i g i d i t i e s  i n  tha 

cost  of food :ma f i b r e  >reduction, t c  h i& n c s i s  anJ market constraints 

f o r  mar~ufacturing i n d u s t 7  as i$ whole. ws s t ruc tu re  of constraints, 

it can be fu r the r  ar@.ed, is one of the  basic. l cng .  t e rn  consequenc.ea.. 

of colonial-pcl icy which retardecl indue t r ia l  grovth at  a crucial stage 

of development of thes2 foz~ .s r  colonies. 

F. Er j~e ls  - Outline of a Crit ique.  of F o l i t i c a l  Economy, 1$4$. 
~ . 

'-4 i n  Me& (ed) Marx & &gels on the Fopulaticc fiomb. 
r *  ,t;s press,  197.1. 
%$-. > 



'13e mzin l i n e  01 nrgment i? spe l t  out i n  the  next section. 

The the s i s  i s  then i l l u s t r a t e 4  i n  the  t h i r d  section - comparing the  

experircce of J 3 n m  with t h a t  sf two f o m e r  coloni-l c ~.:.rmies' i .e.,  

inner Indonesia (.~liva) and Indiz. In J q a n  pop1~.lst,ion grew 'at, ul 

av-rage mt? cf botwee!? 1% to  1 .!if& per alnuni &.ring the  11alf century 

of Japan's i n d i s t r i a l i s a t i o n  i o l l ~ w ~ g  the  Iqeij i  r e s to ra t i cn  of 1963. 

Sxt t h e  irxremen-ta1 population was en t i r e ly  absorbed outsidc ?,griculture. 

Tho o.rcrall r a t e s  of populntion p w t h  in Java-. and India were no higher 

during t he  same period; but in t;le Colonial enviroment alrnooC the  

en t i re  incrwient-1 population was absorbed within agricul'cure LI both 

ccscs. me long t e n  consequence of t h i s  pa t t e rn  of labour absorbtion 

i'oms today one of the nost  formidable b a r r i e r s  t o  developnent in these 

economics 

I should zd? that my pul-pose here is  n o t  "; offe r  a comprehensive 

~ c c o m t  '~lf the  i m p c t  gf Ooloniaiism but t o  deal  vit!l only m e  i n p o r t a t  

aspect of k k a t  mpaot xhich has not received adequate a t t e n t i o n  in t h e  

r e l c v m t  l i t e r a t u r e .  As such o t h r  aspects  of the  colonial  impact, such 

as tha-k on land rcla:t i~r:s ,  inco3e d i s t r i bu t ion  o r  6he development of 

technological depsndence, have bcen l e f t  oilt except wherc they have a 

direor; kt.zLring ,,n  he l i n e  of argument :,ursued here. 

h.1 c s s c r t i a l  ~ c n c e p t  ir. tile thesis  j u s t  outlined i s  the  inter--  

uepencence between increasing productivity and expcrlding n!=kct s  which 

wc derivc from Mnrx's v i s ion  af Capit;ilism. Ttie princil ; le of scale  

economies, t h a t  ths  &ivision 3f la.bour i s  l i ~ ~ i t e d  by tth cxttcnt of the  



market, had already been discovered by kdxn Smith. 4/ What we 

perhzps owe especially t o  Marx i s  the addi t ional  k~si~.!-.-l t h a t  the 

extent of the  ilarkct i s  a l so ,  i n  i t s  + a n ,  dcpenden': cn the division 

This aspect of ?Izrx8s view 01 the loA% 1;cm dynamics tcf accvdx;~lz"tion 

i s  es;:;.cinlly cr:;;~Ir~sisod i T i  the  Grundrissc and the R e s u l t ~ t e ,  the 

r>rigb.ally cxcludcd pzr t  s i x  of the f k s t  vo lwe  of Capital ,  which 

Mandel hus now intrcduced as  follows: 

The key aspect of the Resultate r e l a t e s  t o  t he  synthesis of the 

cap~it$l7$lt'uode of 2roduction a s  production of mrplus  value and 

11rodccLion of comodi t ies  ~ r c d u c e d  by capit21 m d  t o  t he  interconnected 

problem of t he  c r ig in  and content of the  increased productivi-ty of 

l ~ b o u r  withoilt irhic!: no incre-se i n  surplus value i.:ould be possiblc 

i n  the ~ Y T ;  tern.. . . . . . .The sc:,irc!. f o r  z eons ta l t  increase in surplus- 

value production inp l i e s  a search f o r  constant reductions in cost  

price,  a constant cheapenillg of c~~mncdi t ies .  Thereby czp i t a l ,  ra ther  

than auapting i t s e l f  t o  a givcn s t ruc ture  ~f demand o r  soc i a l ly  

achowledged needs, by revolutionizing production revclut ionises  

demands and n,~ecls thamelves ,  expxding markets, prcvoking new ncc,is, 

-- 
4/ The pr inc i2 le  has vmfortunatciy > ~ e n  obfuscated m d  l z rge ly  i e o r e d  
in the Marshall - Walras t r a d i t i o n  of mains-trem econcmics i n sp i t c  of thc 
emplssis l a i d  on it bg 'acceptjolc!' r~on-E?a.rxists l i k e  Aliyn Yo- and 
Schumpotor. 1Je must a l so  couct it a s  one of the costs   of^ the  Keynesian 
revolu-tion - t ! ~ t  in focussing on the b e d i a t e  short-period, expmsicnary 
e f fec t s  of imuestmcni, v i a  the  r d t i p l i e r ,  Keynes diverted a t t en t ion  frcm 
the even more s:&-nificant 10% tern expansionary e f f ec t s  cf accun:Liintion, 
v i a  r i s i n g  produc-tivity and the  declining un i t  costs  of l a rge  s c a l ~  
production, f o r  nearly half  a century. 



crca:t~l,l; .:-.eb! prcdlxts cad ni3w spb:~ros i n to  which >rc.duction of exchz2gc. 

-fzl.ues f u r  more value, ixoducticn f o r  prof it ,  makes i ts  ~,p?e~~r?-nce. 
F e n p i n  

( ~ v l  Mmx - Ceaital  Vol;:se 1, f edit ion,  1976, pr; 944-945). 5/ 

For ouu. present 3UiUi3cse the :+ir.t i s  bes t  i l lus t r? . te& i>y 3 s h p l e  

rxrn.plc. Cons id~r  ;l r r i t~c. t icn ~.~'cre, t o  b::gin -.;ith9 7. mil l i?n  s h k t s  

nr r  sold, ,mch f o r  thc  ? r i c e  cf F;s. 50. In a l l  thore i s  s t c t d  conuxi.r 

cq!eniiitilrc of 2:;. 50 xiil l icn cn ,s~iii..Ls over the given period. Noci suppose 

somc nc>l tockir,igile ,,f, rw7 nnore m c c h a ~ s e d  s h i r t  manufactura i s  

Fntroduced which so reducrs tho imit ccs t  of production t'nzt shirt .s  

a r e  sold a t  half  t1~:oir o r ig ina l  price. Then only 8s. 25 a i l l i o n  out 

of t l . 1 ~  ~rigirr .1.  consmer eq,en.iiturt? on s h i r t s  would be reqxirori -lo 

gu-c!ln.se t'io same cno rniilion oilirt,s as  befcce rnd 321 adclitional &.' 45 
r~i l l i . ;n  is no:i ax-nilable t o  spmd not only ,Jn nSditions.1 s h i r t s  

f 51lt 3150 other  cornodi . t ie~.  The i c tua l  a l l cca t i cn  of the zdd i t i c~?a l  

l~~urotmsinp 11owcz >~c'ilr? dc-<:r1rl. o r  thc  relevant dl-stici-kiss, but the  

i n p ~ r t r ~ : t  .-,"in+ he;-+ i s  t h a t  in g -,sic31 uni-ts the s 'ze of tbb n:isket 

f o r  s h i r t s  ?nd a l so  scml; other com~odit ios  hzs been wJarged beca-dse 

of n decline i n  th;. un i t  cost  cf sh i r t s .  

~- ~~ .- ~ ~. .~ ~ --- - 
2/ I lxwo nnot rcfcrrec? hcrc t o  Farx's thecry cf ser iod ic  c r i o i s  k~ ;%.liich 
1.1c nlso hz.-fc t hc  th-ory of ppulntinon crhicl: I h r x  :ad -&gels uscd k place 
of the rc jcc ted  I%iltl~usinn theary. P i s  j.s bccziise tlle N~.rxim theory 
of c r i s i s ,  which i n  r~.my wqrs intici;.:ttei:, the  Kcyn%s - %lecl.:i shcr t  pried 
-thco~y cf under full-e:r.plo?r~.:r,t -.y-lilibrir~x, i s  r ea l ly  a tileor?- of 
pcrioclic v r r r i ~ ~ t i c n s  :!ma ir.tvrruptions in the pece of accm,~l:~tion. Sac11 
a theory of short  run cycles i s  cl.:zrly not ap~py.rolrixte i c r  iul 7-mderst?nding 
of t i c  long term s t r u c t m e l  constraint  v11icl1 I have i n  mirirC. Hobie-for it 
sk~culd 'be recopis~:d t h ~ t  even ir, t h i s  context'$ncre?.sed labour p r o d ~ ~ c t i v i t y  
.wrl the chea~en ing  of com~odi t ics  >lays c c m t r a l  role ,  koth in the  rigi in 
of periodic c r i s i s  a s  u e l l  es i n  the  rcur ,~anisa t ion  of cao i t a l  z-c'd t h , ~  - - < ~- 

rccolrely of the  '?vccunula-tioc 2rocess. Sea, K.Mzx, Cz.uit,?l, P rogoss  
Publisilors, ~lcscorr, 1971, Vctl. I11 Cl::llai>-ter XV - 2;?ooition of the  Internal  
Con-tmdic-lions of the hw. Es;i;cidly p. 255. 
, , 

Tho mit ccs t  of .pro6ucticn i t s c l f  mzy have f z l l en  by 3. lnrgec cc sriA,l-llcr 
-.rcpor.tion comps.red t c  th; f a l l  in price. Thc; diff~.re:lce i n  prop;-t ions 
,>~ould tllun be accounti.d f o r  by s change i n  mmrgins accruing -to producers and 
merc11nr:t 4 a 



In 0:. ,er words t hc  s i z c  of  ti:^ n x k e t  .in t e r n s  of ?h:;sical un i t s ,  

or  use vzlue, i s  mcssurnble only with respect  t o  a spec i f ic  structure 

of costs o r  1z.bour productivity. To r e f c r  t o  one ~.iitPiout the  s t h e r  i s  

qui te  mennin~less,  fo r ,  the  snzc level  of expc-ndikc  izq correspond t a  

a lxgc o r  s ~ a l l  ml~e t  depenCing cn pr ices  3,117 un i t  ~ccs t s  of productidn. 

O f  course once we mom from the individual commodity t o  t i ~ i  i;l!:cket f o r  

ccnnoj i t ics  as a whole t he  p ic ture  Fs much more c:~zpiicnted s ince the 

6 i s t r ibu t iona l  implications of price-cost re la t ior is  k v c  now t o  be tq-ken 

in to  c~ccour~t. If, in the  c o ~ t c x t  of r i s i n g  labour product ivibj  m d  

decrcasim wage costs,  p r o f i t  masnks a r e  hold c o n s t a t  then we get  a 

declining share of wages i n  value ndded with 3 consoq%cilt clucline i n  the  

aggrefpte consmption p r o ~ e n s i t y .  If one the  other Imnd the share of 

p r o f i t  i s  t o  be hd?. constant, then t h i s  would neccssnrily imply a 

reduction in p r o f i t  nzxgins. 

The c?~!?~lical;ion 3ris':s 'uc-caus,- cf c i i f fercnt ia l  m t ~ s  of prork~ctivity 

chmgc, &d the different proportions of wage cost  i n  p r i m  cost ,  ix 

di f fe ren t  branchcs of proeuction such that f o r  any g i v m  product rz,i 

material costs  and v n g e  cos t s  13ay decline at d i f fe ren t  ra tes .  However wo 

can stati.  tho ezgment i n  tcms of a model where a l l  raw mzteri2.1 costs  

and wase cos t s  dccrezso proport iomtely or ,  whnt is much t h e  s m o  thing, 

we have .?. conpletaly vertic?,lly in tegmtcd  production s t ruc tu re  x i t h  n 

s ing le  output m d  a s ing le  c r ig ina l  f a c t o r  of proauction, namely, labour. 

In tha t  case, margins remining the same, t h e  physical s i z e  of t he  market 

ex~>alds i n  proportion t o  t he  increase in labour prociuctivity. 

!his r e s u l t  is almost t r i v i a l  bcczuse of t he  strong assump-tions which 



wc '.vc z~zdc. In r e a l i t y  nonc of t h m  would apply rind the r e s u l t  would 

cccordin&ly ri~irc t o  Le qaa l i f i t d .  Eut cur s b p l c  case s t i l l  makes the 

im:_ortsnt pcint  tk3.t in .?- plqs icc l  sense t h s  s i z e  c.f t!ic :.lnkut i s  

conditicimd b y  >~~Cu.uctivity jus t  ::z productivity i s  conditioneC by the 

s i z e  of t h s  ii1nrki.t. 

h ~ c d  1,ri.til t h i s  ~ e n e r a i  yroyositicn ,?bout the rociprocr.1 

re1at;ionship bctweer. productivity aid. the s i z e  of the  in?,rket, we can 

n m  turn  t o  +,hat special  bza-ch of production which ~roi luces  food, 

mceLyp ap icu l tur i . .  Erpcnditure or, food i s  the  n ~ j c r  comnponmt of 

household budgots f c r  t he  l a r z e  m s s  of households in poor countries. 

Hence i f  t he  pr ice  of food were t o  f n l l  w i t h  decreasira cos t s  of 

r,roductiol:, ccnsecluent upon a r i s e  i n  -the productivity of lzbour 5n 

zg-ricultuce, t h i s  vi>uld subs tan t ia l ly  mpmd the demand f o r  not only 

f'ccd but f c r  other mm.ufzctured i'tcns of b n s u q t i o n  as w s l l o  The 

i~rc~. i i~.sorl  R C ~ C  of p ro&~~c t ion  of those c thcr  items would bring about 

a reduction i n  tkir uni t  s o s ~ s  oZ production and pr ices  as wall, thus 

leadine; t o  s fu r the r  expansion of the  mnzrket f o r  ccnsu;.!er goods a s  a 

x,~h.rhole. 7 3 s  l i k y e s  s t r e t c h  further.  The exyanded sca lc  of production 

of consmcr i tms would i n  tu rn  increase th* denand. f o r  intclmeaiates 

and cap i tz l  k ~ o d s  requi-ed t o  prcdme the consumer gocds, thus bringin& 

about ,?. re3.uction in emit cos t s  i n  thuse brmches also. To the d e n t  

t h a t  agr icu l ture  i t s e l f  uses  t he  protiucts of maufactming industry, 

there  could be feed-back e i f c c t s  leading t o  a fu r the r  reduotion in 

prcduction costs  i n  agr icul ture .  Tlle initial r i s e  in tho productivity 

of labour i n  a f l icu l ture  would thus have s e t  i n  motion . a se l f  



s u s t a i n i ~ g  process of decrcasinc 2osts m d  increasing outputs across 

the  board, with the  growth of productivity and the  &owth of markets 

$ullin& each other al.loa& i n  tmdem. I/ 

?he nechcCnisr? jus t  described requires  tbr"t thc  rsd-action i n  costs 

i s  rc!flectecl i n  a reduction i n  prices.  Po the  ext?nt t l x t  t h s  p r o f i t  

rrargins of producers m d  t raders  r i s e ,  t he  wholi. process i s  wcalccnhd. 

Tho question c lcnr ly  turns  on horv f z r  the  force  of c o ~ p c t i t i o n  prevents 

these margins f r o 3  r i s i p g  indef ini te ly .  A t  the  sane tint- it should be 

c l e a r  t h a t  thc  process docs not require  a reduction in n u g i n s .  In 

par t icu la r ,  with rufcrancc t o  z g r i ~ u l t w z l  p r ice  policy, it must bc 

cnphsisei l  that n natura l  f 2 l l  ir a ~ ~ i c u l t u r a l  p r ices  m i s i n g  the  

conscqucccc- of cap i t s1  accumulatj.zn and r i o i n g  proctacti~rity i n  the  

sector  i s  q u i t e  di f ferent  f rou  an z r t i f i c i a l l y  ci5ninistcred squecsc 

mo the r%: :~ t t e r ) .  Indeed a short  sighted pcl icy cf turning the  tims- 
, < 

of-f,r&de ac;?inst peasants, b ig  m d  smzll a l i ke ,  could ezs i ly  obstruct  

thc  tendency t z  a nz turz l  f a l l  in pr ices  m d  j e~pord i sd  the  en t i r e  

nechmism of growth out l ined ea r l i e r .  

- ---- - - - - - 
It skiould bi: c 1 , ~ i f i c . d  hers  t2m.t %kc f a l l  i n  costs  cad pr ices  

r q u i r c d  t o  i c t i v r ~ t e  the  ncchmisn i s n o - t  an absolute f f l l  b . ~ t  a f r , l l  
in re l a t i on  t o  noney expenditure, i n  pa r t i cu l a r  thc  ncncy wage r a t e  
o r  money wage b i l l .  Drris the  absolute p r i c e  of foodgeain i2ty be 
declining but the  oroccss may not get  nct ivated i f  money iiagc rr!tzs 
a r c  f , ~ l l i n ~  f.?ster. Conversely the  process would get  ac t iva ted  where 
the  a'dsolute p r i ce  of foodgrains i s  rising provide& noncy wage r a t c s  
a re  r i s i n g  f a s t e r .  In o ther  words t h e  re21 pu rchs ing  porinr of t k c  
w2ge b i l l ,  m d  a g g r e 9 t e  r;)(nsn&iture on maiufzctur~.d products9 must 
increme. 



It seems t o  me that  it is p r c ~ i s e l y  th i s  a%mger which Prof. 

Chakravarty has in aind when he states,  in the context of a zecent 

reference to the Bukharin-Preobmz!lens@ debate9 thzt  : 

"Those who s t ress  the para l le l im between Marx1s argtxncnt and 

Proobrazhenskyls tend to forget -that x..!hile Ihrx did ta lk  about forcible 

extraction in the theory of original accui la t ion,  he also talked a b ~ u t  

the interdependence between productivity, growth and the widening of the 

market which led to  the m'ergence of capitalian as  the dominant mode 

of production." !Y 

We have so f a r  established the crucial l ink between r is ing labour 

productivity i n  agriculture and the growth of the home m k e t  f o r  

manufacturing industry or& in terms of the price of food. But the full 

force of this relationship is  appreciated only when we r e c o d z e  that  

zising agricultural productivity leads to  rn expansion of the mzrket fo r  

manufactures because of a rduc t ion  in the price of not ordy food but 

also raw inaterials, the bulk of which are supplied by aqicdture - zt leas t  

i n  the e ~ x l y  stagcs of industrialisation. 2/ 

See S. Cidzavmty - ALternetive A~croaches to  a Theom of Economic 
Growth: Marx. Mzrsh.ll & Schm~eter .  R.C. Djr t t  Lecture on Pol i t ica l  
Econon;y', 1982. Centre fo r  Studies in Soci<&l Science, Calcutta, and 
Orient Longnan, 1982. 

P/ Even under conditions of r i s ing cagcicultural 'pr0duc.tivi'c.y gr;.&11 
would not occur smoothly. The process would be accompanied by the usual 
phoncrricna of periodic c r i s i s  etc. which are inherent in the anarchic 
and self-contradictary nature of capi ta l is t  production (see the reference 
ci tcd in footnote 5 above). However I have ignored the question of these 
periodic interYuptions of the izccumula.tion process since we are  here 
ooncerned only with z long term tendency. A t  the same .time it should be 
e-rident from the context that  t h i s  long tern1 tenrfency i t s e l f ' i s  discussed 
only in relation t o  economies a t  a relat ively early st&.of industrialisation. 
Hencc questions relat ing to  the possible secular tendencies of stagnation 
under naturc c?.pitalism are d s o  not addressed. 



It must be c l ea r  by now that there  a e  tuo c ruc ia l  clcments within 

q,-riculture which a r e  decis ive 3n tho question of whether the  whole 

neclulism cf decreaskl;;" cos t s  and ccmpznding ~ m r k e t s  ge ts  rzct i-.rated 

o r  not. One is tllu g r b g c s s  of scicncc m d  tcchnoloar in agriculture-, 

t he  ' th i rd  elcncnt '  tkt E&yels c i t ed  in h i s  cri-tique cf Mdt!lus. ,The 

other i s  tho increasing pressure of populaticn ' e~ployed '  on land. In 

the  densely populated under-develcped cduntr ics  of the  hiL% region , 

t e chno lo~r ,  by which I n e a l  not only the f r u i t s  of fc& science but 

c l so  tho exp~r i cnce  a d  e q e r t i s c  of the  p e e s a t ,  i s  developed so a s  

t o  mnxinisc y i e l d  per ulit cf the  scarce f s c t o r  l a d .  Accordhgly 

labour which is mailable! in a b u n h c e  i s  used intenskvely m d  f u n s  

by far the  most iuportsnt  e l m e n t  of cost ,  whether pair? out or  

imputed. 

Ccrisr luently 
L t a i ~ r c  .-t~.chr~oli;giczl im,7ru.~-;.,~-nLs onsurc t h a t  the increasing 

productivonass of thc  sc i l . - .u t s t r ips  the  increase i n  la.bour abscrbtion 
.-, 

per  uni t  of land, the u n i t  cds t  of fcod m d  f i b r e s  delivered t o  t he  

nonagricultural  sector  are l i k e l y  t o  decline cver time. T h i s  would 

s e t  i n  motion the  inter-dependent mechanism of dec$casiqg cos t s  cad 

expading  m a k e t s  which i s  so osscnt ia l  f c r  tho acc-mulzt im of 

cap i ta l  i n  manufacturing inGustry. Where on the othor 1-3 t h e  incre.zsc 

in lmc? productivity is o f f s e t  by the  incrsasc  i n  labour asp l ica t ion  

pcr  un i t  of land, i.~.., the re  i s  no increase .in labour productivity,  

the unit cos t s  agr icu l ture  ~ioulil nct  be Ceclining over t ine .  The 



m e c k r ~ i s  described above iiay n c  ge t  activated.. h s t e a d  the  whole 

process ~f a ~ c i : ~ u l a t i o n  GI industry my get  locked in to  a r i g i d  . 
w s t ructure  of 11i.gh ; : J S : Z  and r e s t r i c t e d  markets. 

Tc see how the lone < e m  j j r r a ~ i r :  of these two cases have worked 

thezmelves out  h i s to r i ca l ly  i n  the  Asian ccntest  we cza coDi9are Ja?an, 

which never suffered the hiiight of colonial  domination, with irlnsr 

Indcnesia ( ~ a v a )  and India. In both cases colonial  policy, i n  t he  

one case Dutch and in the o-ther Br i t i sh ,  blocked the prcspects cf 

ind7~s t r ia l  ;-ro%rth a t  a -[ ;he iihen such growth was cn lc ia l  t o  re lease  

the pressure 01 i.11lcreasi111: population on land. Qie lo rg  t e c l  

consecpences of $h is  d i s to r i i cn  contras ts  sharply with the 

i ndus t r i a l i s a t i o r  sxperier.ce of Japan. It i s  not possible t o  present 

here a r ~ ~ t h i n g  l i k e  a sy::te~lat.ic zcco?mt of the  three cases. Perhaps 

t i a l  i s  ;lso i;ot a c -e s szy  sii?<~.e Lkie f a c t s  a r e  widely lfflew~!. But the 

c . a k  contrzs ts  bearing- on our atgulent can be underlined. 

~ 

We h ~ v e  so f a r  assumed t lRt  r!ecreasir~g cos-ts a r e  passed cn t o  
consumer:: i n  tbe form of dccrc<?,sk@ prices,  thougll the tecroase in 
pr ices  mjr not be prcy,or-tiona-te t o  the decrease i n  costs. Historic.zlly 
t h i s  has indced happercd i n  the  priserltly inrlustzial.ised cconmies of 
the West even though p r o f i t  mcrgins tenled t o  gc :uj with the 
increasing concentration and czntral i3ct ion of czpi ta l .  E u t  hi aos t  
underdeveloped ,::ccnonias i n  Asia, a s  well a s  fLfrica & ?Atin Anerica, a 

d i s t c r t i on  &rises from the f a c t  t h z t  the foi.1 t r ~ ~ n c h e s  of 
n!?nu€acturing inL11stry established i n  these countries a r e  rtlmost ~i:hclely 
depefident on tcchologies9 and ~ i s u a l l y  a lso p lan t  mil ~;?.dhinery, in,ported 
from the h l u s t r i a l i s e d  c ~ u n t ~ i e s  and therefore aweloped f c r  much lzzrger 
mxkets .  This e ~ t a i l s  the  m<;ri,.cnce of highly concentrated market 
. s t m c t ~ r e s  men a t  the outset  of t i l i  indus t r ia l i sa t ion  process. The nenr 
absence of m y  competitive pressure rirising f r z ,m  t'nis prem:itwe 
conc.entr,a.tion of mzricsts o ~ l l y  reinforces t he  str-acture of high costs  m a  
r e s t r i c t zd  mcrkcts since m y  p r o q e c t  of d i s l i n ing  costs tcnds t o  ,-st 
absozbed i n  h ighw 'mark ups' ova? cost. For r l ~ i  exce1;ent ,analysis of 
some of tl??st? issues  sl;c M. Neck% - Teclul~loysical Dcoi:ndence, Monoply 
ancl ax;l.owth . Perggunon h e s s ,  Oxfi,~d., 1969. 



JAPAN : - While -total  1:03nlcti ;r in the c o u n t r ~  p e w  a t  3 r a t e  of 

around 1% t o  1.5% f o r  nore o r  l e s s  the  en t i r e  period following the 

Meiji res-torotion of 1868 a lL  leading upto tho 2nd blorl:: Wcx, the  

absolute s i z e  of t l ~ c  work f o r e  LI zg?icultusc stopped g~owi~llg by the 

en:! of ti!? 19th c s r ~ t u y  mS. s t a r i d  declining thcrc l f to r .  Bus tho 

700? or  moro d-drin,s the  1880s, hzd daclined t o  cnly 33% by 1938. 

1970 it ~ 7 6  dotm t o  as  l i t t l d  no 1676. 11/ This withbawal of the  

labour force from agricul t -ae  n e m t  tha t  even though land productivity 

in 2-px  increcsed at a ro l a t ivc ly  or*.ry pace, by ir . terni~tiona1 

stiu~dards, t he  productivity of laboul. increased ircry &emt'icnlly. 

Thus, between 1680 ?a2 1340 land productivity increased by About 83% 

o r  an annual r a t e  of 1.3% compared t o  over 2% i n  some rogicns 

of &st &in d u r i q ~  z sirilar period. A s  agzinst  this la3our productivity, . 
b c i q  the -rod.uct of r i s i n g  lan3 produotivity multiplied by a risirr,. -. 
Inl?d - n,n r a t i o ,  ~ c s c  by 17596 ovw tho sruno period. 

C o q ~ ~ n s a t i o ~ i  cf labour fornod the  main component of production 

costs  in agricult i lre,  accounting f o r  hjlf o r  more of the  t o t a l  cost  

r i gh t  upto the  IInd Worlc: liar, followed by zbout 3% f o r  r e n t  and 

roughly 1Fk eath f o r  other inputs  znd i r i t ~ r o s t  on ci+it?rl. 'I'he d rmnt i c  

Scc the  z r t i c l y  by %ttt,?ji Dilenwa - Poixlct icn & Iabour FOE ( and 
a l so  appendix t ab l e  .A 53) in K. Obkzm & E. Shinoh?xa (ed) - s t e r n s  of 
jrzpnnese Econornic D e ~ e l o ~ e i i t .  Yale University Press, 1979. The intorested 
reader ohould r e f e r  t r  t h i s  vo l~mc  rmd &so K. 0-&awa & H. Rosovslw - Japanose 
Economic GrcwJt . Stmford University Press, 1973. These ,tre t h e  nost  
recont zmrl author i ta t ive  sources f r cn  which the f a c t s  cf t he  Japmes:, casc! 
c i t e 1  here lz?ve hoen cZrzvm. Other rcfcronccs w i l l  be c i t ed  i n  t he  . , - 



rise i?l : .:bm~r pro&cdl$-iv';r T / ~ / : I J ~  h ~ ~ c  substa~tizl-~'- ~ ~ ~ U C C U  u n i t  

cost  c.; ;lroiluction. This was hovevcr not r e f loc t sd  in = abbslute 

ciecrcrmc of ~ ~ i - i c ~ ~ l t ~ a a l  p r ices  since the  p e r s i s ~ e r ~ t  cxcess ;Ism-nd f o r  

a p i c : i l t w a i  prcducts intm2ucc.d ?A ~ ~ ; & m d  press-c r;n prices. 

A g r i ~ u l t u r ~ l  3 r i cc s  were r f s i q  i n  csnkmst  t o  p r i c ~ s  .in inciustry which 

were s t ab l e  o r  declining. T-.is meant not only t h a t  there h-2s s e c u l ~ r  

tend~mcy f o r  tho -~cn~cr ' , t r : j . !~e  t o  s h i f t  in favour c;f agr icu l ture  'Jut 

a l so  tha t  t he  gmlcra.1 pr ice  index fo r  the econonly ms ris ing.  

Nevertheless, tho comberactir& force of decreasing cos t s  of 

productior. rnoee~ated the r i s e  in 'agricultura1 prices. In pnr t icu la r  

it ensurcd t h a t  food pr ices  sic? not ou t s t r i p  t he  r i s e  i n  m m e y  w c ~ s ,  

such *-I r e a l  wages did r i s e  ev- thour;h t h e  sklare of mges  in ;ralue 

adderl declined over t k c .  
WJ It a l so  mewed  that rising pr iccs  of 

ttgricult~:zol rr;: -~:..'i;.~:izl.a (?id not push so f a r  as t o  reversb the  

tendeccy ~f s t ab l e  o r  dcclk.inc ?ices in mmmfactv.rirg in!lustry. In 

vie31 of t hc  nr~ncmt,8mr~lopod . in the  proceedin& section, it should be 

obvious t2%t t l i i s  .as kxicscl a cruci .d  achievement. For if food pr ices  

i n c r ~ a s e s  had outstripped noney w- as, thereby cuz-bix? thc  pwc!~.sing 

powbr of a large bc,;3;r of consumers, o r  if risin:; m w  mtlCerizl l jr ices 

pt~shcd up t h e  u d t  cos t s  of ~ a z ~ u f a c t u r i n g  output, tho ecocorcy 

~ c u l d ~ e z s i l y  lmvc @t locks& &.to a s t ruc ture  of rising cos t s  and 

r c s t r i c t cd  markets cf the  kind wo I ~ v c  outl ined &I the  proceeeing 

section. The with8raw~l  of t hc  l,?bour force froin ~ ~ ~ i c u l t u r e ,  m d  the 

con:;cque~:t dxm.~ t i c  r i s e  of liibour pmdnct ivi ty  i n  agr icul ture ,  this 
- 

~n t l?is  poin* rcIer t o  f o o t ~ ~ o t ~  7 above. 



s u c c c s s f ~ l l y  :.re;:kcncd the inf la t :  ncry prcssurcs ~ ~ z i ; r z t o d  by ';he 

excess d m m d  f o r  food anii f i b r e s  w-hich nigh ctherwisc h v e  jea3ordisf:l 

tho whole nechanisrn of i ndus t r i a l  accunulation bzned cn Jecl ining 

costs  and an cx;,,nnt?ing market f o r  manufacturing inaust-T. 

=lo f-dl.1 import of t h i s  e f f ec t  i s  revea1c.d only b;11cn ric: rocoPiso 

trxtt, contrary t o  populnr be l i e f ,  it was n;.ither exports nor ' i ~ l t e ~ n . ? ~  

sxports'  - FLleck5ls term f o r  e v e m n c n t  eqen&iture - which formed 

thc  main source of rnarkct cxpcnsion f o r  Jepancse hdus t ry .  3310~~31 those 

fac tors  were important, tllc pain source of n-arlcet eqomsion 

came intornal ly  from the expanding pr ivate  & m a d  f o r  consla::l,ticn gad 

investment based prccisc-ly 01-1 t he  c i u t u l l y  re inforcing nechLnism cf 

ris* productivity and gowing  m k e t s  which ~ ~ i c u l t u r e  had f a c i l i t a t e d  

Thc proposi.tion i s  bes t  claonstmted. by tho following t z b l e  which 

shows th. t by . f2.r the  l a rges t  0:smponent bf k~c renxn ta l  demand c m c  . 
from privqte consimption 'and. invcs-tment expenditure. 

Incremental Contributivn t o  ~ ~ e ~ ~ ~ t c  Demand (96) 

Sourcer K. Ohkama & H. Rosovslq- Japanese Economic GrowthL Stanford 
University Ys, 1973. Table 6.2 'I Note: The fo l low~lw a r e  used f o r  increment in urivate  consm~) t ion  (,:.; CD). . A . .  

pr iva te  invcstmcnt '(?!I~), exports (l: E) s t a t e  L-ernmcnt expnd i tu re  
(4 G) and. aggregate expenditllre ( A  V) L ~ m b o l s  



r i s i n g  s l ~ z r e  oi' Livd9Lxcnt i n  increxental dsinand, along with cons111nption 

-on. t inuin~ t o  ren:,-in th- ;ir:jcr compyicjnent, r e f l e c t s  the fact. t lmt while 

thc n k ~ e o  r ~ f  7rof i t . s  in  va1,ue a-?;dsr3. increased over t h e  wags rrItcs a .1~0  

It is ir;l.po~t;ari-t i n  this context t o  consider the  O t - h w ~ - E o s o v s ~  

thes i s  tha t  it c;&s not exports which led  growth but ~ c w t h  vhhich l e d  

exports. e1nl;orating on t h i s  t hes i s  Ohhwa-R~scvsb mgze - t b t  

J~~ppanese cxgorte grew f c s t e r  t l ~ ~ n  \13rlii t rade only 5ecnuse t h e  Japnese 

cconomy g rc i i  f a s t i r  than t h c  war13 econcjmy. 'W mey also claim that 

t h i s  r ap i  .. ,yolrti? i;f rnanizf~et-urir-~; inlustry w a s  larg.?ly due tb r ~ p i -  

r i s i w  prruh.cti.vity m i s i n g  from technical  p rpgess .  The ccns~.quent 

t e n d ~ ~ l c y  t u w x r i s  de:2rc;aslr. .g .. cos ts  anti pr ices  not only eqand?.d thc , 

IIowevcr jus t  a s  r a i s ing  !roductivity expanded :3arkets so r.lso tho powth 
- ~ . 

of t he  market in2uced fu r the r  increases in productivity. For, as 

Ohlcawn-Rooovskd~ i n c l i c ~ t -  in t h e i r  discussion of technical  ?rogreos, the 

l a t t c r  ccanot bc disent?aglcd ?rm the  sca le  economics of l a rge  scale  

pro6uction tecbxigues which bccoilc viable  cnly when the marlcct is 

suff'icicntly er.l.!rgec?. We h w e  h+:re i n  other words, a i;j*ical case 

.II/ The c3lc~iLntions oi' E~cn:;ts &. CIhkawa h d i c a t e  tiat b-en 1885-89 
1968-70 the  Jxprmese economy g r e w  ' ~ y  48% per  aecade. The c loses t  

al~prozch t o  t h i s  is j9.'b f o r  U.S.A. & 370h f o r  Sweden. Within the eco:lomy 
inclustry grew thc  fzsti;st, rcbisiw i t s  share from 2@h t o  527; of t he  LTet 
Domestic Product bctwi.cn 1665 & 1938. See Ohkawa and Shinolma op.cit. 
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of r i s i n -  productivity and cxfzr in,- ~ x r l c c t s  along thc l i n e s  describc.1 

in t he  preceding sucticn. 

It w i l l  q;e-.r fron tho -:cccunt ::f czus@ieffect  litrkngcs o ~ ~ t l i n e d  

? ? ~ o ~ ~ e  tna t  rc lczso cf t!~e pressure -f ~og~ll: . t ion on 1~212 was a najor  

f n c t ~ r  in Ja l~an ' s  in!iuslrinlizction.  This i s  indeeii cent rz l  t o  the  

contr.-,st iiliich I ho1.e ts cs-Lzllish bet);~eiil> Jq:u~ zn l  the Colonial 

cases. A t  tho sane timo t'ne a rbwen t  should not bc misconstrued as 

inplying that pcpdnt ion  pressure on land, c r  t he  1r.ck cf it, i s  in 

sone sense -the origin?.l c?,usc o r  ultirxatc f c c t o r  cxplozining the  succoss 

o r  f a i l u r e  of  inclustrizl isation in the  cases cornpazed. The withdr-"wal 

of  the ~!o&ul?~t ion fron zgr icu l ture  Japan was conSitioneri. 3s much by 

a s p ~ c i f i c  pclitical-economic conjuncture 2s the prcccsscs i n  Javz c r  

India were conditioncd by the a l te rna t ives  conjunctures of Cclonialisn. 

Of @-I? v?.rjdus conjunctur-1 elc~ncnts two i n  1:articul-r nccd t c  be 

nen t iu i~~c l  in tilo J;.>,u,i.! : context. One i s  thc  L-d Tax imposed by a 

dcvelcpent  orien.lod9~iaTionalist gcver-nent a f t e r  the Meiji  reskgration. 

By a. single s t roke t h i s  t a x  retiiiployed rt subst-antial portion of the  

s l q l u s  product cf n t~ r i cu l tu re  from uqroduct ive  use by feudal warlords 

t o  prc~luctive invesbcn t  in in211stx-y~ i n f r r . s t r u c t ~ r e ,  otc. 14/ It 

tcs t h i s  1.2rge trcansfer of t he  s q > l u s  cut ~f i igriculh-e which n:~de 

possible a t  the  saxe time tho aI?scrbtion of t he  en t i r e  incremental 

p e ~ ; ? i t z t i ~ n  outside 221-iculturc. Tne o;th2r i s  t!ie ve,-y l z r p  bcse of 

Fcr ,m e s t i m ~ t c  of the surfiius t ransfer  from agr icu l ture  scc S. Mundle 
&..&'bkj&&icultural Surplus Flcw i n  Ja2an Develcpini: Econinics 

Vol. XVIIT No. 3 .  Septeml~er 1979. 



pe t ty  cmi,nodity ~rod:~ction: a r t i a r  s ,  cr'-dtsmea a d  ' -,%e j l l i lus t~ j ;  wilich 

existed evc>n p r i o r  t o  tl?e ~r.rc.k.th of mGer-1. ind~:s&ry. Ur;Likc 31 t he  

Colonirtl CZSL-S~ t h i s  scctor  3c-:u&l>y k ~ e w  in a sp.Li l ' t ic  ;.eieticnsl~ip 

with nodern incisstq-. >vl>li;.rs it :dm :lostroyfd t h i s  1liq;;aned 2 1 0 ~ ~  uit!l, 

and iniec!d '.~eczlis-? of, thci ,~ l ; t r t l - ,  of xo6.err1 i nd~ t s t ry  within .JLL~;?,II. ?',ax 

transfs~me:', it i n t o  s skii! c-j. induntr ia l  p r o l e t a r i a t  f o r  modern 

JAVIL: Thc Japwcse case i s  n useful  one in that Jnrm m o  never under - 
cc1oni:~l mile. By ccnp?.rison ?@inst t h i s  backrlrzp it ts possible 'ho 

th:,s+ countries which were colonisad. This is nc t  t o  su~ygest a vul&zr 

ini:chmical view t l z t  z~-erythint; t!mt has happened a i f f c r cn t ly  has 
P 

ha- p n c d  1;cc:~~ise sf Coioninliw. &.ph country has cdt:-? 211 i t m  ~ k m  

/ 
his t i r icc l l  ;:ntccodenta and its own spec i f ic i ty ,  in terpreted 3 3  t he  

brosclest s e ~ ~ s e  of the  'tera, Qui.tc c,p.1)2r-t from the f3c.t cf ac lonia i i s? .  
... .:. ++ a . ;.,-,. , > :  .--. ..: - .  ....... . . . . . . . . . .  . . . ' 9  . 1. . - . -:. :1 

4t tp.i; s)L?Le ti~.c. i f  uilst bdr,oii.l;icnl-tconcn~ic element &f this very 

spacifici.ty. CozL:,arison cloes of fe r  tneref s r c  c p P o ~ t ~ ~ i + , y  t~ &~T,I  

51 - GI-I. .l;!le r.;la'iic:nshir, bctwccn t r z t l - t i o m 1  ant:. ncdern m ~ ~ , - . c t u r i n g  
see Oh;.c%\rrit w.d Rosovs:9; op.cit. For %kc o ~ ~ e c i f i c  ca>c!ali.ties c;f l i~bour  
nt>vw~iilt from a :~z i .c~LL%~e Co idusCr;. -riz the  in tomedia te  sec tor  see 
Ke i j i  U:dfiy,?mn - 9wzl Ia'3c.w irr Pre-bk Jmzn : Czsc St11d~ of &bar% 
(;XI, ?$i*-t3, &efi.ctUre. V S . 1  h b o u r  in ~(urp.1 

Asia. I n s t i t u t e  cf Dweloghg. Ec:>nornies Toi.olcyc, 1977. - 
+t/ rcco;,niscfi t h z t  Colcnialis~>, t h ~  ?.bSi!nce r ; f  it, (!ass f c m  nn ir?.port;lilt - 



Ccq?rin;. thus tho c,zscs c.E . T , z p m  a?!.'. Java in an i ~ ~ ~ c r t a n t  work 

on the phenonennc i f  ngricult-mc;l t i n  in h C c c c s i ~ ~ ,  Geertz 

19cntions t ha t  t he  y i e ld  p ~ i r  hectare in Jav2 =rour:l t : ~ .  L; ; . in?kx  o f  the 

sc-called Corporate Plantat isn System (1870) ~ i a s  a!xut the s m e  a s  in 

J3p.:n a!; t ha t  time, i.c, the  bigi~min: of M u i j i  in 1866- The 

bz"sic s t ruc ture  of 1cw1:l oFgzni,gxtion, pla1:tations ~p?"rt, ~ l s o  zppeas 

t o  have re~iained similar in tho tcio cases: r e l a t i ve ly  un. l i f iercnt i? . tdi  

~e2,sant  family baserl, oimershi3-cw!-operational un i t s  of s . ~ a l l  uize. 

The overall  r a t e  of i;clmlation ~ c w t h  i n  the  two cases hzve a l so  been 

nL~out the ume, a t  ?;ct~.resn 1% t o  I.$, since 1900 ccwards. Yet, whmeas 

1w.fi. ~rocl i lc t i -~i ty  incrc-sed by 83% in Ja2an between 1880 an4 1940, x c l  

l?~bolour pro:?uctivity l ~ y  17% over the  sz :~c  $cried, land prc;%uctivityL 

i n  Java s.!LprecI incrc?.sing z f t c r  the  1 s t  World W a r  'a:;: l ~ b o u r  pror?.uctivity 

rlid not iccrcase at a l l  over :ccugiily thc  scwe , - o r i d .  Also, durin;; this 
/ 

pcrioll the share cf a ~ , ~ i c d t m e  i n  t o t a l  work f o r d  a s  well a s  nat ioml 

inco~nz ins  mcrc th2.n h ? l ~ ~ <  b JT~ .  ,r?. .But i n  Java the share of 

- ~ p i c u l t u r o  i n  both thdsc ag,,?.cgates was st111 is high a romd 1940 

a s  they 'had been in Jcqm nroun*. 18%G 

Asking what hay--cned in thi. one czse .,<hick <:id not h q p e n  i n  the 

other,  h e r t z  nnsi,;ers th,zt =on;" nuy cont ras t s  "The most str-:-z.nl 

the most , lccisivc -- i s  t h c  co:Itrest Lctween the  wczy Japan u t l l i z c d  

- -- - 
Sce Cli f ford Geertz-i~,~fic?~lt1'~:i1 2ivolutiono Tho Prrjcoss of 

E c o l o ~ i c a l  C h a ~ u  in h , lo~~es i a .  University of Califc-mia Press, 
Berkeley, 1971. Chnp-ter 6. For tho f a c t s  of the InConesim case - 
1 have drawl 112avilj- on t h i s  wnrk c r  sources c i t ed  in it. 



i ts  rapiu i>cyulc.ti~rl :I~ICL.C;,SI; l;:' :.iqr Java u l i l i z ~ d  hers. Thus 

botwcen 18770 an;! 1940 tho bulk  of the  i n  Jr0%-,x, somi- 50 millioil 

- .  people, were ~ b s o r a e c  i n  ~ ~ i c j i t u r e  whereas the agr icn l tu ra l  ;)r;pulztion 

i n  Japr.3 ha$ bccome v i r t u a l l y  constcnt by 1900 m1 ; . . c t ~ , ~ l l y  s t a r t c d  

dccl i r l i r l  af t e r  thc t .  

To see whj the  pa t te rn  cf i n 5 ~ : ~  Asorb t ion  ix J2.v;: m s  so dif fcrcnt  

it i;: necessary t o  consitler, a t  l e a s t  b r i e f l y s  -the c~inp-alsions of the  

Corpor;.te Z31ant?.tion System vhich was b-troduccd a s  the  t h i r d  phase of 

Colonial Policy i n  Javz, following the  Cozlpany Systen zacl the  Culture 

Syston, C;rin;{ t h ~  l a , t t e r  half  of the  19th cent,-. l e g a l  

im~leq~inning of thc  system was provide,.? by t he  ~ k a r i m  L?lni. Lad of 

1870 ,mcl m c i l l u y  ei~act:~r:nts. I t s  nairr p?l-rpose was t o  t r ans fe r  the  

rcsi- x i b i l i t y  of alqxopriatini. SILL-plus fro= the  Ccloninl s t z t e  t c  

p r imte  enterprise and zt t he  sane time t o  ensure t ha t  cap i - ta l i s t  

enterprise was superiniposcL cn the o>d:>sistencc cconor:y withcut nctuzl ly  

s u p p l m t ~ ~ g  the  lz.ttcr. 

Whilc declar ing z l l  'wzste l m d '  inz l ienabl~ :  s-tnte 2roperty nnll 

peasant lnn2.s i n c l i c r i l c  t o  foreigners, the  new 1s.w a l so  provided 

tile nccmsasy r u l e s  a n i t  regti lat iens f o r  lsni.: term leasin? of cl l  l rmls ,  

e i t he r  s t a t e  property or  peasant property, by the  plantat ion comj?mics. 

Tht inlivi?.ual planters who or ig ina l ly  promo-tcd these corg-mics vas t ly  

increased the  1:rivate p lan t~ . t ion  zrea u n & e ~  sugar c a ? c  - the  daminznt 

crop - tho-u& i-ntcrpriscs i n  coffee, tcba-cco etc.  a l so  appeare3. 

Subscquontly -t'nc p r ice  col lapse  in thz rlepression cf the  mi;.-eighties 



, . . . .  
ant? cro], ~.t.cs~:-,sc.s t s !~cther  .?~.~ini;L :iii:se ~i:.l~ri:u?.l ;71mI;ers m-:1 the  

es ta tes  pzssccl i n t o  tlzc hmr'.s of tllc  eat nerch,?at hcuscs :,f 

Ansterilrs! & Rc-ttcrchq a t  a chczp r?.te. In Jz.3-a i t s e l f  scpcratc but 

inter-lep-.n.'cnt nich:,s were n w  al lot tc i?  t o  sugar cane :ul:: r i c k  over 

an w i c u l t u r a l  cycle on tilc cmo ylo.1 of 1.d. me caur:tc;-l?::rt cf 

t h i s  p t . t e r n  ~f laic .  i ~ s c  at tlic lcxrel r;f r~l;:" ..~i.ons w2.s c new rclztic;n:;!~iy 

Whole vi1l~r ; i . s  wore given gn long lcascs ,  e i t he r  vi l l inrSly c r  by 

cuercion, t o  .the p l m t a t i o n  ccjnrany .which plzntorl one p?zt x i t h  ccmc. and 

l e f t  mother  p a r t  t o  t h  possant h:A::ers -to .TOW r i c e  o r  other  crops. 

Since new c m c  w a s  plmtucl before old c m c  was hrnra~t;~:. the  r z t i 3  of 

c.ano crca tt, g a i n  zrez i n  2 v i l l a s e  r ~ a s  c i t hc r  l / j  c r  2/j, r!oj7en1i* on 

whether tho old cane crop hz? been i m < ? s t e C  o r  nut. One cane crop, xith 

preparatory cI?cm& i-tc, tock ahcut 13 months. Hcnce e complete . 
cyc l i  wa,s c nplctccl ir. ,' years m l  .-.zvcn such cyclcn igo-oulJ. be cornpli3tc.C 

i n  t he  21 years of 3 typ ica l  long lease. The s;;% p lo t  c:f l a 3  wns now 

r i c e  fnm an$ now cx:i pl?eiltatic~n. Tho pcasnnts, ,zttachcC t o  t h e i r  fnrrfis, 

Mcre tllerefore always present m-5 a v a i l a 7 ~ l c  clienply wticn t h e i r  land wai; 

unlcr cane ?a3 they were ~equi rec l  i n  l c x ~ c  numbers a s  lzbour during tho 

plant inc c r  h a r v e s t i r  se?ascns f c r  cane. For thc  r e s t  of th;. t i n e  they 

were l e f t  t o  fen:? f o r  thsmselves en the w e n  under r i ce .  As t hc  hcusetic~lCs 

mow ?a:l multiplied, the pcasmts  farm cconomy bc:ca>e i;lcrea.sin(r frWlientc.,: 

a113 thc lan.': m m  r a t i o  i n  -ice cu l t iva t ion  contin~cusl:r $.eclinocl. h b o ~ a ,  

available in grbwing abun.?.ance,' was 2,pplicd with i n r c c s i n z  in t ens i ty  to  

s:luucze the ?lost out of t he  f a c t o r  land. which become progressively more 

scarce. A t  the  s m c  t i n e  t h e  ~ j l ~ t a t i o n s  now had et t h e i r  commcl a pc,%ring 



smpppj ..I' 1c.bour t o  per fom tile . -me volume of work mil the 1a'~our w a s  

tl.~eri-lore avai lable  nore cheaply. 

r> llius tile increasing absor'sticn c.5 1al)our on the lal:! held down the 

~ro' lucti-ri . tg of :z,bo~ir~ o r  kept  hi@^ the  r e a l  cost  of footi, in . the 

S k t i n g  vi-th the Co~.pa.y System and the  Culb.mrn>rstel;~, Colonial 

capitzlism now penetrated t o  the  very neazt of the  leasan t  econcmy 

v i t h  th: Corporate Plantat i5n &stem. It ? i smt i c -da t ed  the in te rna l  

s t ructure  of the  peasant economy arid instead i n t c b ~ a t e d  'the l a t t e r  

xith ~ n c t l c z ~  rnzn~?fai.twine ir-ctustq - the  sugar fac tor ies  - in an 

Jqai- nodem manufacturiw~ industry was integrate6 with 

a p i c d .  .,i:?6 ar!d petty colo;ncdit7, -reduction i n  a mutually re inforcing 

2nd su2portlvc relationship.  But in Java, the  integrat ion was purely 

e:qloitnfii-c. PI Ja.pan t he  s m l u s  prucluct of a ~ i c ; i i t u r e  was ?z~ployed 
* 

prcducti-rely in 3ex~tloping rno2e1-n i x i l - i l s t q r  within Japan with a consequent 

feed b:xk of  ~4vx1'r:ages t o  Ja.pmls qcicult-are.  In Java the  mrglus  

product of a p i c i l t u r e  wns absorbecl i n  kecping a l ive  t he  cheap sul3p;y 

r,f lal~ovl. tc p lmta t ion  in2ustry % ~ l  thus i n  e f f eck  trans:erred, a s  high 

pr l f i - t s  of Bhat industry,  t o  the cen-bres of commercial cap i t a l  in 
.- iuvolu t ion  - in 

... .J CR.-'- 2: I-ioii;m(i. &pla.i-rji=~ the rhenornencn of stagnant f.~- . a - i;T7r+. *. "-. 
Jr-vn, C-ecrtz -thus concludes t h a t  ?#The exis-tcnce c:f the  cclcninl  goverment -.  . . -. +I,,: 2.x;>I:. - . . 5 .I : , . . . . - ~ - P. . , : . 7 n r . G  :<. i- - . 2 . .. : 
was 2.ccc:i.sivc kc:l11~c ik meznt t ha t  the  growth p c t e n t i a l  k h e r e n t  in thc  

. ~ . .  . . - .  ... 
.. -. . . , - 

i t .  Javanese ~ccncny.  . . . . . . wzs h r n e s s e d  nct  t c  Jav,zncsc 

(fir In::i2esi?n ) dcvel~?r,nent but t o  &tcht'. 



INDIA: To some observers t he  contras t  i n  per fonance  between - .- 
India and Japan has been no less puzzling, indeed even more so, t l m  

tha t  between Java japan since h : U a  was "the first of the  oriental  

countries t o  f c e l  the  b.pzct of in2Lustrhl ism mtl get  never cooyletcil 

the  t r ~ ~ s i t i o n ;  :illereas Japan, s t a t i n g  l ~ t e r  a 1 1  s t a r t i n g  with fewer 

resources, : l i l  complete it." 11/ 

The f a c t s  of InL1ials colunial  h i s to ry  which, I believa,  cq l_a in  

in la rge  measure tkis puzzle a r e  $00 well known t o  bear let ail^>. 

repet i t ion.  It i s  su f f i c i en t  -to r ecap i t a l a t e  only scme s a l i e n t  Ceatures 

permme t o  t he  present context. A s  w e  s h a l l  see, tilough the  

spec i f ics  of Dutch m3 B r i t i s h  oe lon ia l  $clicy in Java and LxXn vere 

Ciffercnt in the  en?? they proCuced the  same resu l t s .  

/ 

B r i t i s h h l o n i a l  pol icy was on the  whole inJ i f fe ren t ,  if not . 
actwvlly 'hosti le,  t c  the  levclop~xent of k l i a n  inm3ustry. In  Eisc;L 

policy i~. generally fcllcwetl t h t  -0nservative doctrine of balance2 

bu&-pts an?. public expenr'!iturc f c r  c;,pitc~l fc 'maticn was never scen 

ac a mcans of s t i uu l a i i ng  i n h s t r y .  I r i h h  such expen,'iture [lid occur, 

?900 - 1939 CmbriGge University Press, 197 

Foreign scholms l c s s  f r ~ l i l i a r  with the  Irr?im case nay r e f e r  
t o  Bagchi op.cit . Xost cf i!le relevant empirical mater ia l  1 ~ s  b ~ e n  
put together i n  -this au-i;horitative work on p r iva t e  i n i e s h e n t  i n  
hCia ilurinE the  l a s t  four  o r  i i v e  <eca'les of Colonial rule .  The 
f a c t s  of t he  Incl.im case c i t e 2  i n  paper a r e  Lram mainly fzm 
t h i s  volunt? and a l so  N. Chmtxa - Long Tern Stagnation in the  Inzlian 
Economy : 1900 - 75 . +onomic 2x12 P o l i t i c a l  lieekly, Annual h'o. 
April 1982. 



np fo r  irst,-nce Cae invastnent iil rnily-ays, t be  er$alsionzxy e f fec t s  

l C .  : ? .  . :L -the c;;>i~:l +or:;: iri;rustrj in tho metropolis. 

Similn.r&r ix i?cmz~erci?L 2ol tcy no pro-tection a t  2.11 :<::.s o,'for;;d.to 

h;lim h-i'.L~slz:f .ui!;il L t e r  the l st FIorlrl War. .... d %~elere:ficr c:iscr-imir~ating 

tz . r i f f  pctection tzs extencl-:S t c  ;. fa :  in!'.ustrie@ n o s  ici- purposes of 

ra. isi .1~ revcrrue rz ther  thzn r:-uttxii;g au.1 :;rotzctinw k i fzn t  in ius t r ies .  

In act-a:!. f ac t  s t e e l ,  s foi.: e.winuerkg ~rc*?ilc.Lr,, pz,p.I,er wc. nlcii;c::es 

wcre the 01-Liy ir,lus?ries givsn &ny prctec t ion.  Extensiozil &XI de~~clopm~nt- 
z lao 

-chivitiesj&r:ro of ten nc mare . t h u  token gestures an?, LepenCed more on .. , 

..1?4ic?-tr.I irdi-~i:?v&ls r a the r  tllas. government support, while atter?pts by 
en t ro~renue r s  

i .  - . . .2z-- tr. promots long term loan banks f o r  industry prover3 

ms 
Tliis z t t i t w l e  cf t he  s t a t e  t o  i n&us t r i a l  .levelopmen_t L> in s : ~  

contr.ast i;o t he  ~ ~ ; m e s c > r e  :?!iustriali.~.tic>11 pol ic ies  cf t he  

i n  Jqnn .  f i ~ d  it is no s ~ q r i s e ,  t. ,refore,  t h a t  w h i l  - indust-y grew 

at n m ? i c l  pace in Japan it limpccl along ir, InUc. Moreover, as wc have 

scan- ~:LTCC ant: s~~"- . l l  i~;!i-.~~tq ,grew i n  a syrcbiotic ' r e l ~ ~ t i ~ r i s h i p  in J a p a .  

in India the  evident? suggests t ba t  2 n ~  g e w  at the ccot of tine other. 

Thus Cha;.;%a p c i r t s  ~ u t  t 1 seoc:ikry sector  output i.ncrc,asecl 

25. times bctween 1900 and 1545-46, l a rge  industry output increciced 

xounf i  6 .tines over thc  snme perioZ. Sciall k d u s t r y  cn the  other I m d  

fl'lc.ht-e;l asornil a. stagnant l eve l  ?.id tot?. l  zm?:lu~~:a-r.t in  t h e  sector 

dQ~li.n..cd by ; .,;iillion perscns over the whole ;;.eriofi. 

The ~l;ai,: !r:ul::~:: 2: ',?ln;n<::s t r i a l i s  33ui~n'~i172.rr Colonialisn, -.?ten 



there  is 'somc controvercy a s  t o  whether t he  share of h-ilustry in t o t a l  

work force,  o r  output, ac tua l ly  i3.eclined o r  not. But i.11 my case thorc 

i s  no dispute that, (a) tho shzre of in:lustry was indeed - r e 3  sr:aLl mi. 

(b) t na t  it may o r  iuay not have &ccline:i .in the  half  century Setwsc-n 

1801 & I 9 j l  but ccr t s in ly  j.t rl.i!il not increase. Merali~hile populatio:~ r.!:~i: 

growing. Tho ?ate cf crcwth was low, a t  l e s s  than I%, rxxpzrcL1 to  thc 

then prevai l ing r a t e s  of Japan m.i J27ra. But it s t i l l  meant e substant ia l  

increase i n  population, the  bulk of which 'Jas absorbed i n  . stagnant 

agr icu l tura l  sector. Thus the l a t e  Prof. Thorner, while !;isputin;- the 

f a c t  of clei l l~l~~str ial isat ion,  s t i l l  noted t h a t  "It is inCee2 a remarkatlo 

p!iznurnsnon.. . . . . . . . . tha t  ag r i c -d tu rz l  pro:.uction was re1:ortecl. ns 

-virtually constsmt, anr:. trie inrluntrial s t r ~ c t u r e  of thc  sconony a s  

prz,stically staticlna,~, Curing a half century when Indin's  population 

rose by n i a r l y  onc k*11-?re:  illio ion". EL/ 

To .juc12e thz  implic'i.tions cf t h i s  increasing populatiun pressure . 
on lanc touarc1.s tho la . t t , ? r  part of tho colonial  perio? j.t i s  n e c e s s ~ r y  

f i r s t  t o  consi2er the e f f zc t s  of Cclonial policy in ab~ ic ; l t u re .  The 

centra: object ive was rcvenm, t o  skim. off a goo$. par t  of the s q l u s  

procluct of a L ~ i c u l t u r c  u s i r , ~  the simplest rncms of c c l l c c t i o l ~  zvsil?~blS. 

T3 t l u s  cnil iCifferznt l a r d  settlements were imposed i n  different r ~ c i o n s ,  

a l l  of which entai led the emergonce, s o o n z r o r  l a t t r ,  of i n t e r n c a a r i c s  

who scjueezed t o  a minimum the share going t o  the  e"ct&-~l cu l t iva tors  .md. 

thcmsclvcs took l i t t l e  in- teres t  i n  impr~ving  outputut. In  other words the 

settlements were not coniiucive -to improoing the  pr~ t~uc t iv i iness  of , the  

1:md. Thus the valile procluctivity of 1miL was stagnant .Luring the f i r s t  

See Daniel & Alicc Tl~orncr - Ioncl mrl Labour In Inclie A s i a  Publishir+ 
House, Bombay, 1962, p.77. 



hzlf  o? +h i s  cenkxy. The incrr-scS absorbtion cf iabc!ur rc-u,-t n 

ileclinc in the  lan.&m&an r a t i o  m C :  moro fragn?ni;r.ticn, but  it .E? nc t  

r a i s e  1sn:l productivity, such that lzbour p r o 5 ~ c t i v i h -  zc.t;lrilly rleclinuri; 

Dr, what i s  thc  stme thirtll;, t he  r e a l  cost  af  z p i c d t u r a l  p r ~ ~ i ~ c t i o r i ,  

i.~., the labcim enbodied i n  n 'unit c,f output o r  the  tc tzl  soc ic l  1~3:~11r 

11ha.i; z d e  e tatters worse was tile f a c t  th t  perfomxicc was ~m.eve:~ly 

6is t r ibutod across crops s;rour.d t h i r  norm of staw?zt land proGurtivity. 

In oomercial crops pro?.uctivity actual ly  r w e .  T1Ls c m e  larkqly 2s a 

consequence crf in. jcshent i n  irr iga.t ion,  such as i n  thc  ;* ~ o l o n i ~ ~ u ,  

which was i t s e l f  rcotivatei!. by s t rn tez ic  concerns, and a l so  s . ) :~  i:m.>dt;!:ent 

i n  rcsezrqh f o r  2evclcph?; bet to.^ scefs. In foo?I.~,?,ins t he  land. 

prcc?uctivity was lower ~znr'. crtlso rl.eclinins, es~ecial1.y in the case of r ico.  

Not r;nly :liC thi.s czusi- r* +if+ r,viz>- from foo?. crops to  cash cmps in - 
acrerla:, ' ~ u t  it a l so  me-ant ti1~1.t ''lo r i s i n g  labour c o t  of pr6cluction hr;;.s 

espcciglly concentrd.c5 in fooC crops. This, crni~bked with the hi& 

i n e q m l i t y  of in~cmcs,  meant t h e e  r~as 1 i t t l . e  purclzsin@ powcr l o f t  
/ 

ever f o r  ~:ianuiacture;l items of inass consumgtion. The r e s t r i c t e d  .narkut 

f c r  mufacturcc' .  cofismer &~c:ls ~s a l so  re f lec ted  f u r t h a r  ups t rcm~ i n  

l imited damznrl f o r  in temcdia tes ,  capi ta l  goo?s .an.' ' o n ~ i o  b-02~. Thus, 

al l  along tnc l i n e  the p o s s i b i l i t i e s  zf cc s t  rerlzcti:~n t k ; ~ u &  ec;;ncmics. 

of lzrge s c s l c  proc?uction hail been pre-empted. Mmufacturing L;.ustp 

was thus locked in to  a s t ruc tu re  ef high coots a12 =a11 markats, -. 1. 

with l i t t l o  su1~2;rt from the s t a t e  while agriculture ha& got lricke& 

in to  a struct-~-s 3f high population prossure, low l m d :  man ra t i f i  a;! 

labour in tens ive  tec:hniqucs with low and Geclining lobour productivity. 



Such werc the  colonial  antecedentr: of InLia's pos t - co l~n ia l  econony. 

Following p s l i t i c a l  in2ei~arn:ence the  new :-ation-.list gmrc,rnnent 

lccunchcl2 a massive in.Justrizl isation b i v c ,  l e d  by p ~ b l i c  scctor  

invcstnient, nir~ed a t  import su1;stitutim within r hif,hlj; 2rotectiC 

cconory. substmc:; this tr?s zo d.ifCcrcrit f rcn  the J z ~ z n c s e  

in?.u;>trialisatizn i.hivc -cl?erl >y the MciJi t;.~vcrrmcn.t s o w  zcventy 

ycr..rs ec-rlicr. &?nt t!le b i g  push was s t i l l  too small :.nd it had come 

too l z t c .  It 1 ~ ~ 2 s  too smll because !?y the  e.?;cly f i f t i e s  t h e  surplus 

pnpulztion i? ?.gricult%?e lmc1 a l r c d y  ac,$m very l m c e  ,?ad i t  was toe 

1c. t~ bcca11se by tthi S i ~ ! e  t hc  cap i t a l  i n t ens i ty  of ?nanuf3:ctming 

t e c h n c ; l o ~  h2.d r i s e n  very high. Tho f ixed c ~ ~ s i t t ~ l  per  worker 5x1 

mm.ufncturin,- infi.ust1-y was Ri. 4,652 in 1950-52, 1xaasuri.d. at 196041 

p@k~&;. ~ c c o r d ~  t o  ChnnZtrct. By the  xnicl-seventies t h i s  ha2 r i s e n  

t o  E4. 17,007 pcr  worker. To t r a x f e r  mi l l i cns  cf pzrsons frcm a g i c u l t m e  

t o  in;:ustx-y :;t t h ~ s e  hi~ge cap i t z l  c m t s  per  percon was obviously n task 

f ? z  beyon:.? the  resources c f  eiSher the s t x t c  o r  p r ivz te  c q i t d - w i t h  
s, 

?r without f o r e i ~ n  aid.  This f h s t  inr lust r ia l isa t ion spur t  pc'tcrcci out 

by the mi3-si%tics, lony; before it c b l c l  even make a rlcnt .jn t he  

pi.pula$icjn density in -@iculture. 

E ~ u s  the  'hcli?,n cconcny i s  s t i l l  locked ilk e s t ruc ture  ~f r i g i d  

ccs t s  am? r c s t r i c t c d  r i z k o t s  f c r  nmuf?.~cttnrin infiustry dcng  with 

irmcrw.sir~g pcpulztisn pressure on l~ncl, clecrectsing labcur prctluctivity 

,mi6. tile l ~ i s h  cost  of food. The pr ib lez  i s  cc:mpsuncica by 11avin.g cn 

It m y  So ::S&<ICC here  t h s t  rc l ,s t ive  tr: l cve l s  cf l&bsur , k > u t  ?3l 

ncny cas t  !~sISi?a e c ~ n m i e s  with rai3Ei.y gi>wiw r ~ ~ ~ i c v l t u z e ,  t h e  1 ~ ~ 1 s  
.-:f 1 a h u r  input i n  I n l i ~  :~-e s t i l l  (iuitc low. But such a comp2xison c.f 
?.bsvlute l c v c l s  .,f l z b c w  k ~ p l i t  woul~! bc in'-3li.l givcn t n ~  fiifferences 
i n  basic physic21 ccn:.itions such :; ' t l~c i l i s t r i l~u t ion  ~ r f  raidall, l i a rdn~ss  
cjf s o i l  etc.  On t l e s  see A. Vaiiv~:~na.than & A.V. Jose - 8.bsrrbtic.n cf 
EIwm hb.sur i n  Ae icu l tu re :  Ai Ccm?zativc Study of Sme B s i m  CountricB 
h e m e  I i n  Labour Absc7rptii.n in Inclian h i c u l t u r e  I.L.O. (ARTEP), 
~ ~ k . ? k ,  197a 



top of cv- rythin;; e l s c  a hi;;bJy r: 3qaz.l .J.istributior -f inc~me.  Also 

of  impcrtmce here is the  ijthcr zopoct of 'd3i,l:lustrig.lisz.tii:ri' which 

has received ;qtch l c s s  a t fen t ioc ,  rx?n.cly, thc  d c s t r ~ c t i c n ,  :.lz,n~~ with 

tra..rlition.d inr?uotrj-, sf infli~ir:::.~.~s cq::.cities f:.r ;kvi.lipki;; new 

t c . c h n . 1 ~ ~  o r  c&a,ptirg L-npcrted t::chn;l.;;a~ .tu I i - , A i x ~  znzrket ctilc.iti,ns 

r,n<. Insian rosourc? on4cim~::tj. McLern i?.c1~:stly i s  i.!hclly d~p::::i~i!.e~t 

:~n iolpurted t cchnc lo~r .  Thct technr~l~g:;, i ~ i d  t h c  plrw-t gnc? rrnr:cllinerj 

i n  which it i s  enb:~rZcd, i s  r!.csi@ed f c r  much 1 m : ~ e r  i x rku t s  ~ n d  1zb::ur 

scmce  eccnomies. On t he  c n l  knc? t h i s  t o c h n ~ l o a  i s  i n c q a b l e  cf 

nbscrbin.? t he  surplus population of wiculture.  On the oti?er hcm6. it 

s n t n i l s  procluction c:n a sca le  so lxgi! ro lnf ivc  t c  our ro s t r i c t ed  markkst 

t k i t  it necessar i ly  gencr?.tes highly concentrated m k c t  s t r i~ctur i -s  which 

only r c i n i  a c e  thc  tendency of r i g i d  cos t s  a ~ l d  constr ic ted mm1ccta. 

Whct!ier t he  Indim s' tate cm launch a second. in6ustr ia l iCat ion drive - 
cf tnc sc. l e  required tc; bred: ou cf the  ,?.l~ove s t ruc ture  i.f constra ints  - 
o r  ns t  i s  a speculztive question. Whzt c m  bs  abserved as an o c t u j l  

- 
-tr:rnAmcy over tho past  t e n  t:~ f i f t e e n  yezrs  i s  the attai?t by pr ivate  

rc.or,pnisation within thc domestic mrke t .  11p;?st frtim tho onm- 
axld 

2roccsses i:f ccntrdisatio~&cnccn%reeticn there  m e  z l s c  qmptcls ~f 

in2ustriz.l r!>stmcturir.c, thc s h i f t  f ron cl:l t n  new inLustr ies ,  and 

xcs t  i m p r t n n t  tcnrlency of a11 i s  tnc  a t t cnp t  (.f Inc?ian cap i t a l  t o  

bre& :r:u.l; cf tlis b c r i e r s  ~f the In&im ncxket altc.gcther through a - - ---- -- 
On t h i s  sce  Sucipto iflundlc? - @>$Ah, l?isl;m.ity a d  Czpital  

ReLjr&zaisction i n  the  hdim Fsonorqr Sono Spsculations. &on,>~iie 
2nd P c l i t i c n l  Weekly. Ann& NO, E'laxch 1981. 



prgcoss of i n c r : ~ e i r ~  irr tegmtion with in te rna t i tn?J  c:?:tit..l 2s 

junior par tners  in n unrl: w c c , l ~ c ~ .  me incroasins  export of 

Indian ca~i t2 . l  abroad, t he  &~swf;ly inci~lencc of f ~ . ) r c i ~ n  t,::chnic?J EIIC 

f i m c i a l  col la?~crat ions  ' in Incia  m-d the  nc;t-so-pa:dud cpsnin;; up i f  

t h e  Inilian ecqnony irrcc c ~ l l  synptcr.s of t h i s  process. The l a s t  in 

pa r t i c -da r  inr7Xcrttes that the  s t a t e  tc;o is a p a t y  t o  this udolzin;: 

process. 

S u a p t o  ITundle, 
Centrc fdr D~~elcpmt?nt StuCios, 
T r i v ~ x l r m .  
F e b m r y  1 st, 1983 
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