Working Paper No. 160

Labour Abgorption in Agriculture and the Restricted

Morket for Mamufacturing Industry: Some Contrasts
between India, Tndonesia end Japan*

Sudipto Mundle

# Paper prepared for the Karl Marx Centernaial Tnternational
Seminar, University of Burdwan, March 1983, I am grateful
tc Ashok Nag for his comments on an earlier draft.



Labour Absorpticon in Agriculture and the Restricted

Mzxrkoel for Manuloobaozi: o L auserys  Some Contrasts

between India, Indonesia a.d Japan*

Sudipto Mundle

- It is characteristic of most contemporary schclars in the Marxian
tradition that any introduction of the demographic factor in analyses
of underdevelopment is viewed suspiciously as an alibi thrown in to
obfuscate the real roots of underdevelopment. This view is not
surprising for neo-Malthusian doomsday theories are put out as effecti-
vely today as they were by the p-a:cson Malthus himgelf to conceal the
relationships of subordination ana exploitation that operate as much
between classes within a nation as they do extornally between unequal

nations,. l/

The theoretical 'proof! of the Mzlthusian proposition, that
p0pu1a£ion growth outstrips the availability of food, rests on the
principle of ddminishing returns. The underlying assumption about
the fixed availability of land is actually better suited to the densely
populated countries of contemporary Asia than it was to 19th century
Burope. 2/ Even so the principal of diminishing returns is as invalid

in Asia of the late 20th century as it was in Burope of the 19th century.

1/

For Marx's views on Malthus's theories as well as on his standards
of scholarship see Karl Marx ~ Theories of Surplus Value, Part. IT
Chapter IX, Notes on the History of the Discovery of the So-Cailed

Ricardian Law of Rent. Especially Sections 1 & 2, Progress Publishara,
Moscow, 1968.

2/ On this. see K,N. Raj - Barriers to Development, and discussion of this
paper by Bela Balassa, in E. Mciinvaud (ed) Economic Growi’
Resources Vol. I. Proceedings of the Fifth World Congress
Maemillan Press Lbd, 197%.




This is bhecause there ip still the Ythird elerent' that FEngels talked
about, the progress of science and technology, 3/ There is algo the
compelling evidence of actual historical experience. Contrary to
Malthusian chimera about geometrical and arithmeticzal rates of progressill
food producticon in the underdevelopsd regions of centemporary Asia
have on Vthe whole kept pace with population growth, much as it did in
19th century Burcpe., Iroughts and famines do cccur but these are in till
nature of deviations from the long term trend, Moreover it iz now
increasingly vrecognised that starvation and malnutrition have mere te

do with gquestions of puchasing power and income distribution rather

than physical limits to the producticn potential of land.

But if Malthusian thecries of doom ars nc more tensble today thah
at the beginning of fthe 19th century it does not auwtomaticolly follew
that the population fachor is irrelevant or can be igoerod In an
analysis of the long tema congtraints to growth in the postecolonial
gogieties of Asia. The problem, as I shall argue, is nct so much
that agricultural growth has not kept pace with population growth but
rather that in the post-colonial ecomomies of Asia gains in agricultural
productivity have been largely cf.i"se't by the excessive abgorption of
labour in agriculture. This in tuwrn hos Fed, via rigidities in the
cost of foed and fibre nproduction, te high cosis and market constraints
for mamufacturing industry as u whole., This gtructure of constraints,
it can be further argtied,.; .‘.'.S one of the b.s;sia"lcngz*tem consequences.,
of colonial -policy which retarded industrial é‘row‘th at a crucial stage

of developmenﬁ'; of these former cclonies.

1/ Fo Frgels - Dutline of a Critigue of FPelitical Seonomy, 1844,
T —ed in Mesk (ed) Marx & Engels on the Population bomb,
s press, 1971.



The main line of argument - spelt out in the next section.
The thesis is then illustrated in the third section - compoaring the
experience of Japan with that of two former colonic! o momics ..y
inner Indonesia (Java) and Indiz. Tn Japan populaticn grew oh an
~average rate of batween 1% to 1.5 per anmum during the helf century
of Japan's industrialisation following the Meiji restoration of 19568,
But the incresental popuwiation was entirely absorbed outside zgriculture.
The overall rates of population gowth in Java . and India were no highef
during the same period; but in the Colomial envirorment almost the
entire increneatzl population was absorbed within agriculture in beth
coses, The long term conzeguence of this pattern of labour absorbtion
forms today one cof the most formidatle barriers to development in thesc

coonomics

I should add that oy purpese here is not to offer 2 comprehensive
acecount of the impacet of Golonialiem tut to deal with only &na important
agpect of that impzct which has not roceived adeguate attention in the
relevant literature. As such other aspects of the colonial impact, such
a3 that on land rclatiins, income digtribution or the development of
technoloéical depandence, have been left out except where they have a
direct bearing on ivhe line cf argument pursued here,.

IT
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An cssential cencept in tne theais Jjust outlined is the inter-
dependence between increasing productivity and expanding markets which
we derive from Marx's visicn of Capitalism. The princirle of scale

economies, that the division of labour is limited by the extent of the



market, had already been discovered by #dam Smith, éj What we
perhaps owe espeeially to Marx is the additional insight that the
extent of the market is also, in its turn, dependent on the division
of lebour or the level of lahour specialisation and productivity.
This aspect of Marx's view of the Iong term dynamics of accwrulation
is espe.clally caphasised in the Grundrisse and the Resultzote, the
crigirally excluded part six of the first volume of Capital, which

Mandel has now introcduced as followss

The key aspect of the Resultate relaites to the synthesis of the

capitaitia¥’node of production as production of surplus value and
production of commodities preduced by capital and to the interconnected
problew of the corigin and content of the increased productivity of
labour without which no incrense in surplus value would bLe possible

in th2 ler - term........The scarcl. for a constant increase in surplus—
value produétion implies a search for constant reductions in cost
price, a constant chespening of commodities. Thercby capital, rather
than adapting itself to a given structure of demand or socially
acknowledged needs,; by reveluticnizing production revolutionises

demands and needs themselves, expanding markets, provoking new nccdsy

Y The principle has unforitunately been obfuscated and largely lgnored
in the Marshall = Walvas tradition of mainstream econcmics inspite of the
emphasis 1aid on it by 'accepitable' non<finrxists Iike Allyn Young and
Schumpoteor. We must also count it as one of the costs of the Keyneslan
revolubion that in focussing on the inmediabe short—pericd, expansicnary
effects of investment via the rultiplicr, Keynes diverted attention from
the even more sigmificant long term expoansionoary effects cof accumulation,
via rising productivity and the declining unit costs of large scale
producticn, for nearly half a century.



creatin . new preducts ond new sphrres into which production of exchange

values for more value, production for profit, mekes its appearance.
Pencuin j/
‘(Karl Marx — Capitel Volume 1,ziedition, 1976, »p 944~945).

For our present purnese the point is best illusira
cxamples. Consider o nitunticn where, to bogin with, o million shirts
are gold, cnch for the rrice of K. 50, In all there is a teial consumer
cxpendituve of B, 50 million on suirts over the givon poericd. Now supposc

somec noew technigue ofy cay more mechonissd shirt manufacbure is

2

introduced which so reducnes the wmit cost of production that shirt
are soild at hall thoeir original price. Then only Rs. 2% million out
of the original consumer expenditure on shirds would be requirea to

purchase thoe same cne million shirts as hefore and an additional Bs,” 2%
million 1 now availablc to spond act only on additicnal shirts
L?nd;ulso other commedities. The actual allccaticn of the additional

L

 clasticities,; but the

1+
[l

nurchasing power wenld derand on the relevan
importint ~oint here is thiat in §°-sical units the s'ze of the market
fer shirts ond alsco some other commoditics hoas been enlarged because

of a decline in the wnit cost of shirts,

5/ I hweve not roforred howe to Marx's theory of pericdic crisis in which
we alsc have the theery of populaticn vhich Marx and Fngels used in pdace
of the rejected Malithusian thecry, This is because the Marxian thoory

of crisis, which in many waye anticipatced the Keymes - Kalecki short period
theory of wder full-cmploymant zquilibrium, is rezlly a theory of

periodic variations and intoerruptions in the peoce of accumulation. Such

a theory cof shorl run cycles is cl.arly not aprropriate for an understandin
of thoe long term structurel constroint vhich I have in mind. However it
should be recognised that even In this contoxt.dncressed labour productivity
and the cheapening of commodities nlays a ceantral role, toth in the crigin
of pericdic crisis as well as in the reorganisation of capital and the
recovery of the accumulation process. Ses; K.Marx, Cavitel, Progriss
Publishers, Mescow, 1971, Vol. III Chapter XV - Egposition of the Internal
Contradictions of the Law. Especizlly p. 255.

N

&/ The unit cogt of preducticn itself mey have fallen by o larger or analler
rropovhion compared to the fall in price. The difference in proporiions
weuld then te accounted for by a change in margins accruing to prcducers and
merchants.



In ox.ier words tho size of th morket in terms of physical units,
or use value, isg measurable only with respect to a specific structure
cof costs or labour productivity. To refer to one without the othor is
guite mecaningless, for, tho sane level of expenditure may correspend to
a large or small market depoending cn prices an unit costs of production,.
Of course once we mowe from the individual commodity to tho morket for
commoditics as & whole the picture ig much more complicated since the
distributional implications of price-cost relaticns have now to be taken
intc account. If, in the context of rising labour productivity and

decreaging wnge costs, profit margins are held constant then we get a

declining sharc of wages in value added with o conscquent decline in the
aggregnte consweption propensity. IFf one the other hand the share of
profit is to be held constant, then this would necessarily imply a

reduction in profit margins,

The complication arisvs bocaus. of differential rates of productivity
change, and the diffeorent proportions of wage cost in prime cost, in
different branches of production such that for any given product row
material costs and wage costs may decline at different rotes. However we
can state the argument in terms of a model where all raw materizl costs
and wage costs decrease proportionately or, whot is much the same thing,
we have 2 completely verticzlly integrated production structure with o
single output and o single criginal facteor of production, namely, labour.
In that case, margins remaining the same, the physical sizc of the market

expands in proportion to the increase in labour productivity.

This result is almost trivial because of the strong assumptions which
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we have made. In reality none of thon wowldld apply snd the resudt would
accordingly heve to boe qualified. But cur simple case still makes the
important poeint that in o physical sense the gize of the market is

conditiobed by productivity just s productivity is conditicned by the

size of the market.

Armed witn this general propositicn nbout the reciprocnd
relationship botweer productivity and the size of the market; we can
now furn to that speciel branch of production which produces food,
namely, agriculture. Expenditure on food is the major compenont of
houschold budgots for the large moss of householdsrin poor countries.
Hence if the price of food were to fz2ll with dscreosing costs of
production; censequent upon 2 rise in the produotiviéy of labour in
agriculture; this would substantially oxpand the demand for not only
focd but for other monufactured items of Qonsumption as welle. The
igureaﬁnd reale of production of those other items would bring about
a reduction ipm thoeir it coses of ﬁroduction and prices ag well, thus
leading te 2 further expansion of the market for consumer gecds as a
vhole, The linkeages stretch further. The cexpanded scalc of production
of consumer items would in turn increase the demand for intermediates
and capitel goods required to prcduce the consumer gocods, thus bringing
about = reduction in wnit costs in thuse branches aléo. To the extent
that agriculture itself uses the products of monufscturing industry,
there could be feed=back effucts leading to a4 further reduction in
vreduction cogts in agriculiure. The initial rise in the productivity

of labour in zgriculturce would thus have set in motion - & self



sugtaini g process of decreasinge sosts and increasing outputs across
the board, with the growth of productivity and the growth of markets

pulling each other along in tendem. 1/

The mechanism just described requires tbgt the roduction in costs
is reflected inla reduction in prices. ‘Td the oextent that thoe profit
rarging of producurs and traders rise, the whoie process ic weakengd.
The guestion c¢learly turns on how far the force of competition prevents
these margins from risipng indefinitely. At the same time it should be
clear that the process does not require a reduction in margins. In
particular, with refervnce to sgrigultursl price policy, it must be
cmphasised that a natural f2ll in agricultural prices arising as the
conscquerce of capital accumulation and rising productivity in the
sector is quite different from an artificiclily cdministered squeesge
on producers margins (th& nerging accruing to traders is of coursc
another*untter). Indeed a short sighted pclicy cof turning the tormse
of—trade‘aéainst peasants, big and smali alike; could casily obstruct
the tendency to a natural fall in prices and jeopordisc the entire

mechanism of growth outliined sarlier.

1/ It should by clarificed here that the fall in costs and prices
required to activote the mechanism ismot an absolute £211 but o £all
in relation to money oxpenditure, in particular tho roncy wage rate
or moncy wage Lill. Thus the absolute price of foodgrain nay be
declining but the process may not get activated if money vage rotos
arc folling foster. Conversely the process woeuld get activated where
the absolute price of foocdgrains 1s rising provided moncy waese rates
are riging faster, In other words the renl purchasing power of the
woge bill, and aggregate vxponditure on menufacturced products, must
incrense.



It zeems to mz that it iz precisely this danger which Prof.
Chakravarty has in mind when he states, in the context of a recent

reference to the Bukharin-Preobrazhensky debate, that:

"Those who stress the parallelism between Marx's argumcnt and
Preobrazhensky's tend to forget that while Marx did talk about foreible
extraction in the theory of original asccumilation, he alsc talked =bout
the interdependence between producitivity, growth and the widening of the
market which led to the emergence of capitalism as the dominant mode

of production," 8/

We have so far established the crucial link between rising labour
productivity in agriculture ind the growth of the home market for
manufacturing industry oni&fin terms of the price of food. But the full
force of this relationship is appreciated only when we recognize that
riging agricultural productivity leads to an expansion of the market for
manufactuies becavse of a reduclion in the price of not only'food but
also raw materials, the bulk of which are supplied by agriculbure — atleast

in the early stages of industrialisation. 2/

§/ See 5, Chakravarty - dltornative dpproaches to a Theory of Economic
Growth: Marx, Mershall & Schumpeter. R.C. Dutt Lecture on Political
Econcry, 1982. Centre for Studies in Social Science, Calcutta, and
Orient Longman, 1982,

2/ Iven wnder conditions of rising agricultural productivity growth
would not occur smootnly. The process would be accompanied by the usual
phenonens of pericdic crisis ete. vhich are inherent in the anarchic

and self-contradictary nature of capitalist production (see the reference
cited in footncte 5 above). However I have ignored the question of these
periodic interruptions of the accumulation process since we are here
poncerned only with & long term tendency. At the same time it should be
e7ident from the context that this long term tendency itselfl is discussed
obly in relation to economies at a relatively early stage. of industrialisation.
Hence questiong relating to the possiblc secular tendencies of stagnation
under mature capitalism are also not addresscd,



10

It must be clear by now that there are two crucial clements within
agriculture which are decisive‘on the gquesticn of whether the wholc
mechanism of decreasing costs and cxaponding markets gots activated
or not. One 1is the progress of scicnce and ftechnology in agriculturs,
the 'third element' that Engels cited in his critique cf Malthus. The
other is the increasing pressurce of populaticn Temployaed! cn land. In
the densely populated wnder-developed countries of the Asian region
technology, by which I nmean not only the fruits of formal science but
also the cxperience and expertise of the peasant, is developed sc as
to maximisce yield per unit cf the scarce factor land. Accordingly
labour which is available in abundance is used intenslwvely and forms
by faxr the most‘important clement of cost, whether paid out or
imputed,.

Corfar juently

[.ﬁhure-technological improvenenis ensure that the increasing
productivencss of the scil\ﬂutstrips the increase in labour abscrbtion
per unit of land, the unit éést of food and fibres delivered to the
nonagricultural sector are likely to decline cver time. This would
set in motion the dnter-dependent ﬁécﬁanism of decrcasiné costs and
expanding markets which is so esscntial for the accummilotion of
capital in manufacturing indusiry. Where on the othor hand the increasc
in land productivity is coffset by the increase in labour application
per unit of land, i.e., there is no increaéo in labour productivity,

the unit costs agriculture would ncot be declining over time. The
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mechanis described above nay nc  get sctivated, Inmstead the whole
process of accumulaticn in industry way  get locked into a rigid

. . 10
structure of high :owts and restricted markets, -/

I1ir

To see how the long bterm dynamicgs of these two cases have worked
thenselves out historically in the Asian context we can compare Japan,
which never suifered the weight of colonial domination, with irmer
Indenesia (Java) and India. In both cases colonial policy, in the
one case Dutch and in the other British, blocked the prespects cf
indusirial growth at a time when such growth was crucial t¢ release
the pressure of increasing poruilation on land, The long term
cnnsequences of this distortion contrasts sharply with the
industrialisation oxperience of Japan. It is not pessible to.present
here argthing like a gysfenatic account of fthe three cases. Perhaps

tihal is <¢lso not necessary since the facts are widely knowii. But the

main contrasts bearing on our argurent can be underlined.

19/ We have so for assumed thnt decreasing costs are passed con to
consumers in the form of decressing prices, though the fecrecse in

prices may not be pronortionate te the decrease in costs. Historicolly
this has indeed happenced in the presently industrialised cconcumies of

the West even thousgh profit margins have fended to go wp with the
increasing concentraticn and centralisoticon of capital. But i most
underdeveloped ccononmles In Asiz, as well ag Africe & Letin America, a
peculiar distertion arises from thne fact that the few Lranches of
nemefacturing industry cstablished in these countries are almost whelely
dependent on technclogies, and usually also plant and machinery, imported
from the industrielised ccuntries and therefore doevelcoped fer much larger
markets. This entails the emerigeonce of highly concentrated market
structures even at the oufset of the industrialisation process. The near
absence of any competitive pressure arising from this premoture
concentration of markets only wveinforces the strueture of high costs and
‘regtricted merkets since any prospect of declining costs tends to get
absorbed in higher 'mark ups' over cost. For an excelient analysis of
some of thrse issuss sce M. Merkew - Technological Denendence, Monoooly
and growth . Pergamon Press, Oxfcrd, 1969,

bR

]
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JAPAN 3 While total populeoti o in the country grew at 2 rote of
around 1% to 1.5% for more or less the entire period fellowing the
Meiji restoration of 1868 and leading upto the 2nd World War, the
absolute size of the work force in agriculturce stepped esrowing by the
end of tie 193h contizy and started declining thoreafter. Thus the
share of the work fowce deperndient on zgriculturce, which was arcund

T0% or more during the 1880s, had daclined to caly 3% by 19%8. By
1970 it was down tc as little as 1686 11/ This withdrawal of the
labour force from agriculture mcant that ceven though land productivity
in Japon increased at a rolatively cordinory pace; by internwetional -
standards, the productivity of laboutr increascd very drematiczlly.
Thus, between 1880 and 1940 land productivity incrcased by abeout 83%
or an overage anmual rate of 1.3% compared to over 2% in some regions
of East Asia during 2 similar period. As agzinst this labour productivity,
being the nroduct of rising land productivity multiplied by a rising

land = man ratioc, zosc by 195% over the same periocd.

Compensation of labour formed the main component of rroduction
costs in agriculture, accounting for half or more of the total cost
right upto the IInd World War, followed by about 30% for rent and

roughly 1066 cach for othcr inputs znd intercst on copital. The dromatic

ll/ Sce the articly by Mataji Unmemura < Populeticn & Iobour Forco { and

also appendix table .4 53) in K. Ohkowa & M. Shinohara (ed) - Patterns of
Japarecse Econonic Development. Yale University Press, 1979. The interested
reader should refer te this velume and also K. Ohkawa & H. Rosovsky ~ Japancse
Bconomic Growth, Stenford Undversity Press, 1373. These are the most

recont ind authoritative sources from which the facts of the Japaneso case
citel here have been dravm. Ofther rofcrences will be cited in the
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-

rise in [ sbour preductivity wonl have substantial! - roduced the unit
cost ¢ producticn. This was however not refliccted in an absolute
decrense of agricultural prices since the porsisivert oxcess demand for
apricultural products introducced an upward pressure on prices.
Agricultural »rices were rising in condrast to pricus in industry which
were stable or declining, This meant net only that there was a seculnr
tendency for the vermslciwtrude to shift in favour of agriculture but

also that the genceral price index for the economy was rising.

Nevertheless, the counteracting force of decreasing cosis of
productior. moderated the rise in agricultural prices. In particular
it cnsured that food prices did not outsirip the risc in money woges,
such that! real wages did rise even thoush the share of woges in value
added declined over time. 12/ It also ensured that rising priccs of
agricultursl roc ntazinle did not push so far asm to revgrs% the
tendency of stable or declining =ices in manufacturing industry. In
view of the argumenttdéveloped in the proceeding section, it should be
cbvious that this was indeed 2 crucisl achievement, For if food prices
increases had outsfripped moncy wages, thercby curbing the purchasing
powbr of a large bedy of consumers, or if rising rew watericl prices
had pushed up the urit costs ¢f manufacturing cvtput, the economy
cculd.casily have golt locked into a structure of rising costs and
restrictod markets of the kind we hove outlined in the proceeding
section.,. The withdrawal of the labour force from agriculture, and the

conseauent dramatic rise of labour productivity in agriculture, thus

12/ On this point rcfer to footnote 7 above.
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successit .ly wezkened the inflat! ncry pressures gencroted by the
cxcess demand for food and fibres which migh cotherwisc have jeavordisad
the whole mechanism of industrial accumulation based cn Jdeclining

costs and an coxpanding market for mamufacturing industxzy.

Ihe:£u11 import of this effoct is revealod only vhon we recognizo

"~ that, contrary to popular belief, it was neither exports nor 'internal
oxports? - Kalecki's term for government expenditure -— whdich formed
the main scurce of market expansion for Jopancse industry. Theush these
factors were undcubtedly important, the main source of market expansion
camc internally from the cxpanding private demand for consumpticn and
investment based precisely on the nutually reinfercing mechanism <f

rising productivity and growing markets which agriculture had facilitated

The proposition is best demonstrated by the following toble which
shows the ¢ by . for the lorgest component of incremcental demand came

-

from private consumption and investment expenditurc.

Incremental Contributivn to Asesresate Demand Cﬁ)

Ac A Ax  Ac

AV AN AV AV
1908471751 .5 19.2 23,7 - 4.5
1912=-18 52.0 18.6 23.4 £.0
1918=-31 59.5 -2.0 16.4 25.9
1932~38 22.5 21.0 2743 26,7
195561 42.3% 33,5 1244 119
1962=64  43.1 25.9 15.0 16.0

Source: K. Chkawra & H, Rosovsky— Japanege Economic Growth, Stanford
University Press, 1973. Table 6,2

Note: The following/are used for increment in private consumption (ﬂ?Cp),

private investmont (iIp), exports {£ E) state government expenditure

(AG) and aggregate expenditure (A V) /. symbols
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"Excopt d ting the period of mili arisation, thesc 1wo components
1weeommted for T0% or Fven 80% of the totol increnent in denand. The
rising shore ol iavesteont in increnental demand, along with consunption
wontinuing to remein the unjor component, reflcecits tiwe fact that while
zhe shave of profits in value added increased over time wage rotes also

incrcased in ronl torms.

It is importart in this context to consider the Ohkawa~Bosovsky
thosis that it was not exports which led growth but growth which led
oxports. In claborating on this thesis Ohkawa~Rescvsky arguce that
Japancse exports grow foster than world trade only because the Japanese
ceonony frew foeter than the world economy. 112/ They also claim that
this rapi . growti of mamifocturii ; Industry was lavgely due to ropidly
rising prodactivity orising from technical pregress. The conscquent
tendency towarus decccasing costs and prices not only expandid the

. t
domestin  arket but 3129 gnthi-ad  ~ren fo ponetrate foreign markaets.
Howecver just as railsing roductivity oxpanded markets so olso the growth
of the market induced fﬁrther increascs in productivity. For,\as
Ohkawa=Rogovsky indicute in their discussion of technical progress, the
latter connot be disentangled from the scale.economies of large scala
production btechnigues which become viable cnly when the market is
gufficiently erlurged. We have here in other words, a typical case

of Incdustrial accuwmiolicn bhased on the mutunlly reinforcing mechonisms

1}/ The calculations of Kuznots & Ohkawa indicate that bedwesn 1085-89
and 1966-70 the Japanese economy grew by 48% per decade. The closest
approach to this is 59% for U.S.4. & 37% for Sweden. Within the ECONOmY
industry groew the faostest, railsing its share from 20% to 52% of tne et
Domestic Product botween 16885 & 1938, Sce Chkewa and Shinchara op.cit.

¢
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of risin- productivity and cxpor ing markcets along the lines describe:d]

in the preceding swveticn.

It will eappenr from the account of cousdgeffoct linkagos ocutlined
above thal relense of the pressurce of popwlation on land was a najor
factor in Japan's indusirialisction. This is indeed centrzl to the
controst which I hope fo estahlish between Joapon and the Colonial
cases. At the same time the argument should not be misconstrucd as
implying that population pressure on land, cr the lock of ity is in
gome sensc the original cause or ultimate foctor exploaining the succoss
or foilure of industrialisation in the cases comparcd. The withdrawal
of the population from agriculture in Japan was conditioned as much by
a speecific political—econ&mic conjuncture os the processes in Java or

India were conditioncd by the alternatives conjunctures of Colonialism,

Of the varicus conjunctural cloments two in particulzar nced o be
mentioned in the Jupaner . context. One is fthe Land Tax imposed Ly a
development coriented nationalist government after the Meiji resdorotion.
By a single stroke this tax redeployed a subgtantial portion of the

ploy iy
surplus product cof agriculture from unproductive use by feudal warliords
vo i v ing - 5 14/
3 3 s SEHa {4 i) 5370 L 9 '3
to productive investment in industry, infrastructare, ctc It
we.s this lorge transfer -f the surplus out of agriculture which made
possible at the same time the ahsorbtion of the cntire incremental

popdation cubside asriculture. The other is the very loarge bose of

14/ For an estimnte of the surpius transfer from agriculture sec 8. Mundle
and K, Dikmiee—-dgricultural Surplus Flow in Japan Develcping Econumies
Vol. XVIIT Ne. 3. Sephermber 197%.
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petty commodity prodactiont artis- s, craftsmen ond ©° me industryi which
existed even prior to the growth of modern indusiry. Unlike in the
Colonial vasus, this scctor actuzlly grew in a synbiotic Lelaticunship
with medern industry. Whire it wag Jdestroyed this haygened along with,
and indeed “ecauss of, the growth of moedern industry within Japon., Far
from displocing lobour, therefore, dhie nattern of indusirial . rowth
readily obhsorbed the surmlus popuiation of cgriculture and eventually

transformed it into a skilled industrial proletariat for modern

15/

indugtry,
JAVA s The Japancse case is a useful one in that Japan was never under

coloninl ride. By comparison ogoainst this backdrap it is possible to
gonge what differonce @blomin®l policy made te the long term Jynomics of
those countries which were cclonised. This is not to susgest 2 vilger
nochanical view that sverything that has happened differently hasg

c
har encd Lecause of Celonizlism. #Eaoch country has aft r 2ll itm own
/
'_/

histurical antccedents and its own specifiecity, interpreted in the

broadest sensc of the term, guitc cpart from the fact ¢f Qolonialimm.
N % - .- P

e Uoto-

-
3 u- P T P
P . PO 2 N

At the same time it must be/poiiticalemsconcmic slement of this very
gspecificity., Compariscn does offer therefore an cpypirtunity tc draw
us~rful inferences, provided the infersicces ere carefully drawn, alout

the fmact of Gelonialism.

15/ O the relationship between traditional and medern manufrcturing
gee Ohkawe and Rosoveky op.cit. For fhe guecific medalities of lobour
novement from agriculiure to industry vin the Intemediate sector see
Keiji Ushiyamo - Buraol Jobour in Pre~Wwar Japon ¢ Casc Study of Xambare
Gan, Wiigata Prefccture. In S. Hirvashiua (o) Hircd Labour in Rural
Asia. Institute cf Develoning Economiss, Tolyo, 1977.

*l_reco;niseﬂ that Colenialism, ox the abscnce f it, does form an importaant
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Comparing thus the cascs of Japan and Java in ~n impertant work
on the phenomenon of agricultural 'involuticn' in Tndonesia, Geertez
menticns that the yield por hectare in Jova arcund the Loginning of the

sc=called Gorporate Plantation Systenm (1870) was abicut the same as in

Japrr 2% that time, i.e, the begimning of Meiji in 1868, 10 The

hasic giructure of land organigation, plantations apart, olze oppear

to hoave remained sinilsr in the twoe coges: relatively unddificrontistedy

peasant family based; ownership—curi~operational units cf small aize.

The cverall rate of pepulation gsrowth in the twe cases have alss been

about the same, at bebtween 1% to 1.5%, since 1900 cnwards. Yet, whoreas

land, productivity increased by 83% in Japan between 1880 and 1940, and

lzbour preductivity Ly 1756 over the samc pericd, land proiuctivityl

in Java stopred increasing after the 15t World War and labour productivity

¢id not increase at all over woughly the sanc poricd. Alsc, during this
o

poriod the share cof agriculture in total work forcd as well as national

Al
income wne mere than halved in Jr.on, . But in Jave the share of

. 7 . .
agriculture in both these aggregates wag still s high around 1940

as they Had been in Japan around 188G

Asking what happened in thoe cne case whick did not happen in the
other, Geertz answers that amony many contrastes "The most striking -and

the meost decigive --= is the contrzst botween the way Japan utilized

lé/ Sce Clifford Geeptz=Apriculiursl Towolutiong Tho Process of
Foological Change in Imlonesia. University of Califcernia Press,
Berkeley, 1971, Chapter 6. For the facts of the Indonesian casc
I have drawn heavily on this work cr sources cited in it.
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its rapiu popudcotion incresass ol ohic way Jova usilized hers. Thus
betweon 1870 and 19240 the bulk of the increasc in Javn, some 30 miliicen
psoeple, were cbsorbod in agricwditure whereas the agricwltural populzation
in Japern had become virtunally constant by 1900 and actually starftcd

declinine after thot,

Te sec why the pattern of lahoeur abscrbtion in Java was so differont
it iz necessary to consider, at lenst briefly, the counpulsicns of the
Corpercte Plantotion Bystem which was introduced as the third phose éf
Colonial Policy in Java, following the Company System and the Culture
Syétemg curing the latter half of the 19th century. The legal
wderpinning of the system was provided by the Agrarisn Loand Law of
1870 and ancillary cnactromts. Its moin purpose was to tranafer the
resrmisibility of appropriating surplus from the Cclonisl state to
private enterprise and at the same time to cnsure thal capitalis®
enterprise was superimpoged vn the subsistence cconcry without actually

supplanting the latter.

Whilc declaring =211 'waste iund' inalienable state property and
peasant lands inslicnable to foreigners, the new law alse provided
the necessary rules and regulaticons for long term leasing of all lrnds,
either gtate propenty cor peasant property, by the plantation companies.
The indiviiual planters who ofiginally promoted these companics vastly
increased the nrivate plantation area under sugar canc ~ the dominant
crop = though enterprises in coffee, tcbacco ete. alse appearcd.

Subscquently thoe price collapse in the depression of the mid-eighties



wee incivi ol plenters znd the

and crop
estotes prussed into the hands of the reat nerchant houses of

Amgterdon & Rotturﬂaﬁ at o chenp rote. In Jzve itself scperate but
inter-dc¢pontent niches were nuw alletted to sugar cane nnd rice uver

an agricultural cycle on the sane plol of land., The counterpoxt of

this pattern of lan! ues ot the lovel of velations was ¢ new reloticneldp

of Jependence beotweon cane factury and peasant famm.

Whole villames were given on long leases, either willingly ox by
coercion, to the plantation company which planted one part with canc and
left another part to the peasant holfers to grow rice or other crops.

Since now canc was planted before oid cane was harvestel the ratio of

canc arca to grain crca in o village wes cither 1/3 cr 2/%, depending on
whothor the cld cane crop hnad been harvested or not. One canc crop, with
proparatory 0pora%i§£g che, tock abeut 18 months. Hence a2 complete

cycla was.C'mplotcd in 3 years zanl ~sven guch cycles would be completed

in the 21 years of o typical iong lease., Thce sane plot of land was now
rice farm and now caiige plantation., The peasants, attached to their farms,
vere therefore always present and availablce cheaply when their land was
under cance and they were required in large numbers as lobour during the
planting ¢r harvesting secsons for cane. fFor the rest of the time they
were left to fend for themaclves on the aren under rice. As the households
grow and multiplicd, the peasants farm wconomy became inereasing fragmentol
and the lan”: man ratioc in rice cultivation centinueously declined., ILebour,
avallable in growing abundance, was opplicd with increasing intensitf to

syuceze the most ocut of the focter land which become progressively nore

scarce. At the same time the plantations now had ai their comnand a growing
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supply -F lebour to perform the - me velume of work and the lzbour was

therefore available mere cheapl;

Thus the incregsing absorstion of labour on the land held down the
productivity of lebour, ox kept high the real cost of food, in . the
p;ﬂéaﬁt seenciy.’ On the other lLand it performed & crucial function in
pushing Jows the cost of cane proiuction in the plantation eccrnomy.
Eiarting with the Company System and the Culture 3ystem, Colonial
capitalism now penetrated to the very heasrt of the pezsant esconcmy
with' the Corporate Plantaticn Bystem.s It disarticulated the inter?al
structure of the peasant economy and instead integrated the latter
with medern manufasturing industry — the sugar factories -— in an

uncgusl o lationship.

Japan modern monmefacturing industry was integrated with

petty commedity, —reduction in a mutually reinforcing

ey

agricul wvre and
and supportive relationship. But in Java the integration was purely
exploitative. In vapan the surplus product of agricullture was émployed
prouuytlvely in Adeveloping modern indugtry within Japasn with a consequent
{ead back of advantages to Japants agriculture. Im Java the surplus
product of agriculture was absorbed in keeping alive the cheap supply

of labovr to plantavion industry and thus in effecdr transferred, as high

profits of that industry, to the centres of commercisl capital in
change - 1nvoluflon - in

Hollond, Bxplaining the phenomencn of stagnant £ o+ = frrelmatdcili®in
Jova, Geertz thus concludes thot "The cxistence of the COIDnl”l ﬂove*nment
the Hace im0 . TV L. TOGE. S0 YT L 0

o desisdve becmuﬂu it meant that the growfh pctcntl al 1nherenu in the

'\

_wdlf Ralalani Javanese eoohomyuoa,uuoonaqwas harnessed not te Javancsc

£
(or Tniomesion ) develepment but to Dutch".
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IWDIA: To some obserwers the contrast in performance between
India and Japan has been ne less puzzling, indeed even mere so, than
that between Java anl Japan gince Irulia was "the first of the oriental
countries to feel the impact of industrialism and yet never completod
the transition: whereosg Japan, starting later and starting with fewer

: . 1
resources, il complete it.! —1/

The facts of India's cclonial history which, I believe, explain
in large measure this puzzle are boo well known to bear detailed
repetition. It is sufficient bto recapitalate only scme salient Eeatures

18/ - 5
permane to the present context. Ags we shall see, though the
specifics of Duteh and British cdelonial policy in Java and India were
gifferent in the end they produced the same results.
R

British @olonial policy was on the whole indifferent,; if ncit
actunlly nostile, to the levoloprment of Indian industry. In fisczl
policy il generally fcollowel the conservative doctrine of balanced
budgats and public expeniiture for copital fdrmaticn was never scen

ag a means of stimulating industzy. Whén such expenditure did occur,

11/ K. Iovig. = Poputation of India anl Pakistan, Princeton, 1951,
ne 27. Also guoted in A, Bagchi - Private Investment in Indias
1900 = 1939 Cambridge University Press, 1972, p.4.

1§/ Foreign scholars less familior with the Indian case may refer
to Bagchi op.cit. Dost of the relevant empirical material has boen
put together in this authoritotive werk on private investment in
India during the last four or five decaces of Colonial rule. The
facts of the Inlian case cited in this paper are drawn mainly from
this volume and also N. Chandre —= Long Term Stagnation in the Indian
Ecenamy @ 1900 = 75 . Economic and Pelitical Weekly, Annual Ne.
April 1982, ’




ap for instence tae investoent ia rallways, the expansionary effocts

larzely Jeale? out Lo the cuplicl guods industry in the métropolis.

Similaryy In commercicl nolicy no protection at all wes olffcrad.to

Indian in’astoy until 2lter the st World War.. .l Thereafter ciscriminating

tarift protecticn was extendad to o fevw infustries momicr purposes of

roising revenue rather than nurturing and srotocting infant inlustries.

In actual fant steel, a few engincering proiucis, peper ond matches

wore the only indusiries given any protection. Extension and development
alao

cotivitiegfwere often ne more thar teken gestures snd Jepended more on

dedientod individual

3
entropremmers
' te

Tndicr. /- v

rather than government support, while atlbempis by
promote long term loan banks for industry proved
to bo aboziive,
was

This cttitule of the state to industrial development J» in sharp
contmast o the agsresnive industrislisstion policies of the @giﬁi state
in Japan. fnd 14 i3 no surprise, T -refore, that ;hil- industry grew
at 2 ranid pace in Japan it limped along in Indiz, Moreover, as wc have
sgon, raroe and g1l dndustrs grew in a symbiotic}relatiunship in Japan.
In India the evidence suzgests that onc grew at the ccat of the other.
Thus Chanilra points ot that while scoondery sector output increased
2% times botween 1900 and 19245-46, large industry outpul increased
around 6 timeg over the same pericd. Smsll industry on the other hand

flactuated around a stagnant level and totel empluyin~ut in the secctor

déclined Ly & willion perscns over the whole period.

[t

The phencoenos o Yeindustrialis.ticnunler Colonialiem, often
i

emrhagised by wotiovnelisr seholars of the Fime, has bsen disputed and
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there is’ somc controvercy as to whether the share of infustry in total
work force, or oubput, actually declined or not. 3But in any case thore
is no digpute that (a) the share of industry was Indscd very smalkl znd
(b) that it may or may not-have declined in the half century hetwsen
1881 & 1931 but cerdainly it il not increase, Meonmvhile population wog
growing. The rate of prowth was low, at less than 1%, compoarad to the
then prevailing rates of Japan an” Java. But it still meant & substantial
increase in population, the bulk of which was abgorbed in a stagnant
agriculturzl sector. Thus the late Prof. Thormer, vhile disputing the
fact of deinlustrialisation, still noted that "It ;s indeed a remarkabloe
PHONUMENCe s o s 0w e 0w o That agriculiural prolucticn was reparted as
wirtually congtant, and the industrizl structurce of the econumy as
praclically gtationary, Curing a2 half century when Indin's population
rosc by ncarly one hundred million®, 19/
To,judge the implications cf this increasing populaticn pressure
on land towards the latter part of tho colenial pericd it is nccessary
firgt to consiler the effects of Cclonial policy in agriculture. The
central cbjective was revenue, to skinm off a goocld part of the surplus
profuct of agriculture using the simplest meoans of cclleetion availabls,
To tliis cnd different land settlements were imposed in different rogicns,
21l of which cntailed the emergence, socner or later, of irntermcdiarics
whe squeezed to a minimum the share going ito the zctunl ewltivators anad
themscelves took little interest in improving output. In other words the
scttlements were noet conducive to improwing the productiveness of the

land, Thus the valus productivity of land was stagnant luring the Tirst

19/ Sece Daniel & Alice Therner — Land end Labour Tn Indis Asia Publishiﬁg
House, Bombay, 1962, p.T77.



25

half of *his century. The incre-sed absorbtion of labour rearnt a

decline in the lands: man ratio and more fragmnentoticon, but it 1id nct

reise lzn:l productivity, such that labour nroluctiviky acturlly declineds

Or, what is the same thing, the real cost of agricultural prolvcticn,

is2s5 the labour emboliel im a uwnit of output or the totsl zecizl lobour
:

required to produce s given veolume of cutput, Increcsed,

what nade ratters worse was the fact that perfermance was unevenly
distributed zecrossg crops around thic norm of stapnant land productivity.
In commercial crops profuctivity actually rose. This came largely os a
consequence of invostment in irrigation, such as in the esfal coloni.s,
which was itzelf motivated by strategic concerns, and also sonc investisnt
in rescarch for develeping better sceds. In foodgrnins the land
preductivity was lower and alse declining, esnecially in the cass of ricoe.

Not only did thi

v

3 couse 1 ehift cwey from food crops to cash creps in
acreame, out it alse meant that e rizing labour cost of production was
egpeciclily concentrated in fuod crops. Thisg, cenbined with the high
inequality of inccmes, meant there was little purchasing power left

/
cver for manufactured items of mass consumption. The restricted markut
fer manufactured consunmer gocds was alse reflected further upstreoam in
limited demand for intermediates, capital geoods and basic goods. Thus,
all alcng the line the possibilities of cost reduction through cconomics
of lerge scale preduction had been pre-empted. Mapufacturing industry
was thus locked into a structure of high costs and smell markets, - L
with 1little support from the state while agriculturc had got lucked

into a structure of high population pressure, low land$ man ratis and

labour intensive techniques with low and Jdeclining labour productivity.
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Such werz the colenial antecedents of India's post-colunial cconomy.

Following pelitical indepenlonce the now naticonnlist govermment
launched a massgive indusirizlisation drive, led by public szctor
investment, aimed ot import substitution within = hirhly protected
cconcmy. In substonco this wis no dificrent frem the Japanese
Industrizlisction drive lamnched by the Meijl goverrment some seventy
yesrs earlier. DPaot the big push was still too small and it had come
too late. It was teo small becouse by the early fiftices the surplus
population in agriculture had already grown verj larpe ond it was too
late becausc by this sime the capital intensity of manufacturing
technology had risen very hish. The fixed capiicl per worker in
mepufacturing industry was s, 4,652 in 1950-52, neasurcd at 1960=61
prikes,. according to Chandra. By the mid-seventics this had risen
to Bse 17,007 por worker. To transfer millicng of porsons frem agriculture
to induveiry ot these huge copital cests per pefeon was obviously a toask
faxr beyend the resvurces of either the state or privote capital——with

N
cr without foreign qid. Thig first industriclisation spurt petorced cut
by the mid-sigties, long beforce it ceuld even make & dent on the

peplation density in agriculture. 29/

Thus the Indian econcmy is still locked into a structure of rigid
ceats and restricted markets for mamafacturing industry clong with
imcrecsing populaticon pressure en land; decreosing labeur preductivity

and the high cost of food., The priblem is compounded by having o

29/ It may boe argued herc thot relative to levels of labour Input in

meny cast Asion econcmics with rapidly srowing apriculture, the lovels

of labour input in Inliae cre still gquite low. But suck a comporison of
sbsvlute levels »f Labour Input would bo invalid given the differences

in basic physical conlitiens such as the distridbution of rainfall, hardncss
of 80il stc. On this see A. Vaidyonethan & A.V. Jose ~ Abscrbticn of
Humon Lobour in Arriculture: A Cooporotive Study of Some Asian Countrics
Annexure I in Labour Abscrpticn in Indian Agriculture I.L.O. (ARTEP),
Boangknk, 1978
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top of cov wything else & highly 1 20ual distributiorn .f income. Alsc
of impertance here is the other aspoet of Muindustrialisctiint' which
has received mich less attenticn, nomely, the destructicn, cling with
traditicnal incdustry, of indiguncas capneities fov 2eveloping new
techrs. logy or adapting imported technalogy o Indian market conditiong
and Indian rescurco cadowments., Modern industry is vhoelly Jdepundent
on imported technology. at technology, arnd thoe plant and mochinery
in which it is embodied, is designed for much lorzer merkets snd labour
gcarce eccnomies. On the cne hand this tochnology is incapable of
abecrbing the surplus population of agriculturs. On the ciher hand it
sntails production cn o scale so large rolative t; sur restricted market
that it necessarily generates highly concentrated market struacturcs which

P
omly reiniurce the tendency of rigid costs and constricted markets.

Whether the Indizn state con lounch a second industrizlisation drive

cf the sc le required t¢ break cu of the above structure ¢f constraints

or not is o speculative guestion. What can be obzerved as an actual

tendency over the past ten 4o fiftcen years is the attempt by private

capital to owvercome these cingtraints through numercus strategies of

reorganisation within the domestic market. Apart from the ongoing
and

nrocesses of ccntralisatioqﬁﬁcncentration there are alsc symwptous of

incdustrial restructuring:, the ghift from cld to new industries, and

.the develcpment of ancillary based praduction. But perbaps the

nest important tondency cf all is the attomnt f Inddan capital to

break wul of the boarriers of the Indion merket altcgether through a

21/ On this sce Bulipto Mundle - Growbh, Disparity and Capital
Revrgmnisction in the Imdian Eeonomy: Some Speculations. Deononig
and Political Weekly, Annual No, March 1981.
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precess of incr:aging integration with internatiornl eapit.l cs
junior partners in a world econcmy. The increasing export of

Indian capital abroad, the growing incidence of foreign tochnical and
fiancial ccllaberations in India and the notesvesrodual cpening up of
the Indian economy arce all symptors of this process. The last in
partiéular indicates that the statce tco is a party to this unfolldingz

Procoss.

Sudipto Mundle,

Centre for Development Studiocs,
Trivandrum,

Fcebruary 1st, 1983
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