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AN IMTRODUCTORY OVERVIEW OF COMMERCIALISATION OF INDIAN AGRICULTURE“
By K.M. Raj

For & long time commercialisation of arriculture was viewed by economists
in rather reneral terms, essentially as a means by which speclalisation was pro-
moted within agriculture and its prcductivit? raised or, in a still broader frame-
work, as a principal element in the transition from pre-capitalist to capitalist
medes of nroduction. Differences among arrarian economies in their initial condi-
tions, biases introduced by the nature of particular products and technologies,
dissimilarities in response and in consequences on account of “ifferences in
systems of land tenure, credit and marketing, and a variety of other factors that
tend to affect the processes of chanre resulting from expesure to forces of com-
mrcialisation received relatively little actention. Much of the literature on
development econcmics has also tended to ascume away some of these important

issues involved in the transformation of agrarian economies.

Social and economic historians by comparison have taken much more interest
in agrarian systems and in the commercialisation of agriculture. This is refle-
cted in a number of studies relating to India Adealint with the conditiors in the
uphal period that encourared the cultivation of cash crewns, the elements intro-
duced under British administration that brought about major qulitative and quanti-
tative chanres in the situation, and the processes of commercialisation in parti-

cular crops and rerions in the subsequent period.

Thus we know that crops suchb as cotteon, tobacco and sugarcane were rrown
fairly extensively even before the advent of British ruvle, since land revenue
harl to be pail mostly in cash and the prices of these crops werc much hircher at

that time relatively to the prices of foodgrains. Irfan Habib has also drawn

% Prepared for Essays on the Commercialization of Indian Apriculture, edited by
K.M. Raj, Neeladri Bhattacharya, Sumit Guha and Sakti Padhi (under publication
by the Oxford University Press for the Centre for Development Studies, Trivandrum)




pointed attent.on to some other imnort.nt featurce of the production systuems
in the Mugchal period such as that there werc considerable Aifferences in the
size nf cultivated hnldings; that the larrer boldings were linked to, and
often resulted from, supericr positions or status secured either as headmen or
as members belonring to "dominant elements' at the villape level; that culti-
vation by bip peasants in these holdinrs was based on wage labour drawn from
“menial castas" (estimatcd at between a fifth and 2 quarter of the rural popu-
laticn at that time): and that it was in such holdines that cash crons like

cotton, tobacce and sugarcane were grown, as they required hirher investment.

Several features that have come to be associated with agrarian scciety
in India in more recent times would thus appear to have been there already in
embryonic form, Yet commercialisation of asriculture at that time corresponded
only tco the requirements of a traditional ‘revenue economy' in which the main
form of revenue payable harpened to be an indistingpuishalle mix of tax, tribute
and land rent., Actually the clement o7 rent in lan® revenue is likely to have
been rather small in view cof the relative abundance in which land was available
then. The ability of the A-minant clements in villare society to operate relas
tively larce hcldinges with wage labour must have itself depended therefove largely
on thedr rrivilersad nositisn in the system of revenue collection, which would
have made it nessible to appropriate a nart of thé surplus payable as rcvenue
from the seneral run of the peasantry and utilise it (as e kind of 'ware fund'
in efiect) for employing the necessary labour. In other words, the considerable

ceonomic differantiation that could be observed within the peasantry at that

+ Irfon Habib, "The Systems of AHgricultural Production: Murhal India"; and
“herarian Relations and T.and Revenue: North Indi»®™, in The Cambridre Economic
History of India, Vol.I, c¢.1200 - ¢.1757, edited hy Tapan Raychaudhuri and
Irfon Habib (Orient Lonrman, 1982)




time reflected not €o much the impact of market forces as the power of

tcommand! and 'custom' within the framework of traditional societies.?

Moreover, thourh the need to pay land revenue in cash was the initial
compelling force for marketing of agricultural produce, the larpe surpluses
s0 extracted from agriculture, without a flow <f goods and services in the
reverse direction in exchange, was basically an impediment to Further commer-
cialisation. Ffor it to be otherwise the rains from trade had to accrue to
those engared in apriculture in a form (and to a degree) that could provide

the resources and incentives necessary for sustained increases in productivity.

The situation was not very much changed from this point of view even
after the advent of British rule, as the administration remained heavily
dependant on land revenue for its sustenance and the surplus abscrbel from
arriculture on this account continued to he quite large. Howaver, since the
primary e¢oncern of the rulers frem then on was cxpansion of commerce, soma of
the nolicies followed in pursuit of this objective introduced market forces
into agriculture in a manner and on a scale that had not harnened hefore, Thus
land was first rendergd marketakhle in principle when lepal recornition was
given te sale, mortgage and leasing as rights assnciated with its ownership,
In due course it acquired alsc considerable cemmercial value when (end where)
amounts much in excess of the land reverue payable could he extracted as rent
from cultivators by thaose in whom rroprietory richts were vested. The process
of rising land values was further helped by srowth of nopulation ar? infra-

structural investments in irripation, communications and transport, particularly

-

# For an analysis of the role of 'custom’ and 'command' in relation tc non-
market and markct economies, see John Hicks, A Theory < Economic History
(Oxford University Press, 1969), Chapter II,




in rerions with nbviously hich commercial potential, With risine valuo of
lan? and expanding cpbeortunities for trade in aﬁricultufal nrotuce came Also
inflow of finance from ocutside the agrarian sccictv, throush urban tradcrs
an? money-lenders as well as from these primarily interested in securing

rental income from landed property.

Cenditicens wera thereby created in which markets for land, creait and
labour could develnp in varying Jeprees alone with the markets for agricul-
tural produce. and crowing proocrtions of the income oricinating in arriculture
were appropriated as rent, intercest and profits additienally to the land revenue
sayable.  Several studies relating to this period have drawn attention te the
resultins breakdown of customary relationships and conventions within villaee

society; transfers of land throush sale, mortgage or'leasing; increase in

rural indebtedness; forcad sales of produce; eviction of peasants., and chanres

in contractual arrvangcements with labour. But we de not still bove any clear
understanding of how all this affected production systems within apriculturc

how far agricultursl preduction was basaed on own lana and labsur, whether
transfers of land led te cultivation being ecrpanised more widely in small holdings
raelvine mainly on leasced-in land and family labhour cr in rclatively laryve opara-
tional holdinrs hased primarily on owned land and wage labour, to what extent
there werz inter-regicnal (and intra-rericonal) differences in this resard, how
far they cruld be traced tc soil and climatic conditions and thus to the faasible

cropoine patterns, and what Aiffercnce was made to productivity levels in agri-

culture.

This s2t of issucs raises a numher of other important questions relating
to the cxperience during the British neriod. How werc the dominant elements

at the village level cnrlier, who were known to have operated relatively larfe



holdings with wage lafour, affected by the new systems of revenue assessment
and collection? 'Yare they able t~ s.zure nropristery or At least occupancy
ricghts over lands in their possession, or were thoey displaced by elements

from outzide? If they managed to secure such rights, as seems hiphly probable
(excert perhaps initially in areas of permancnt settlement of land revenue),
was 1t worthwhile for them to centinue operating their heldings with ware
labour, or was it more advantagenus to lease out land to those with smallar
holdings and live on the rental income that could be now appropriated after
meeting revenue demand? To what extent did the choice depend on the caste
composition of these dominant elements at the villape level, and what were

the inter-regional differences on this account?#®

* That there have been significant inter-regicnal differences in caste stru-
cture is evident from data for even broad groups collecterl in the Fourth
Round (April-September 1952) of thc National Sample Survcey., '"Hindu households
have been divided by the Maticnal Sample Survey int~ four caste groups —
upper, middle, lower and scheduled. 'The upper castes were defined as those
who, accerding to custom, used the sacred thread, the middle as those from
whom the Brahmins take water by tradition and the lower as the other castes
whoe were not scheduled'. The basis of the division betweecn 'the upper castes'’
and 'the middle castes’ =~ namely the use of the sacred thread — is perhaps
not a very meaningful one when appliz’ to MNerth India (since some among the
lower castes are also known to wear the sacred thread in North India). The
distinetion bgtween 'the middle castes' and 'the lower castes’ —— based on
the water criterion — is, however, perhaps more dependable........In North,
Yorth-West and East Incdia, the upper caste households form a much higher pcr-
centage of the total rural population than in South, YWest and Central India.
There are differences ~f a2 similar order in the propertion of middle caste
households, In fact, if unper and middle caste households are grcuped together
(which, for reasons indicated earlier, might also help to make the data more
comparable as between regions), it will be seen that while they acccunt for
56 percent of the total rural population in North India, 50 per cent in North
West Indiz, and nearly 45 per cent in East India, the same two groups of
households form only 7 per cent of the rural porulation in South India, about
12 per cent in West India, and 15 per cent in Central India“. Cf. K.M. Raj,
""Regional and Caste Factors in In2ia's Development', in Tensions of Eccnomic
Development in South-East Asia, edited by J.C. Daruvala (Allied Publishers
Pvt.Ltd., Bombay 1961)., See also The Hational Sample Survey, No.l4, Report
on Some Characteristics of the Economicelly Active Poruiation {The Cabinet
Sacretariat, Government of TIndia, 1959), Ch.4, p.28&,




Unfortunately the hard facts now available to us for answering such
questions are fragmentary and scattcred. A hish preportion of the land
unrer cctton in Berar (now Varhad in eastern Maharashtra) iz known to have
been cultivated in relatively large hcldings with wage lakour from even
early 19th century (if not still earlier) Fvidently superior rrains such
as wheat were alsn similarly esrown (aleong with cotton, suparcane and indizo)
by Jat farmers in the ecxtensively irrigated Doab plains of the then tnited
Pr-ovince1=++ ; and rice by cultivators bhelonring to the Kamma caste in the
naewly irripated areas of Krishna district of ﬂndhra@ In fact, summing up
the changes in agrarian relations in Nerthern and Central India, it has been
observed that "despite all the revolutions in the revenue collectine rights
and propriet ry titles, and despite the widening of econemic differentials

in the villape from thz time when the stillness of the pax Brittainica first

fell upon the land, the upper and middle agricultural castes remained firmly
rooted in thecir ancient localities and hardly altered in their cultivating
A

possession',’ How far this was also true of other parts of the country, and

approximately what proportion of the total area was beine therefore cultivated

+ C,Rammanchar Reddy, Cotten and Agricultural Labourers in Berar, (c.1R60-1920)",
paner nresented at the Seminar on (ommercialisation in Indian Jdecriculture,
November 23-25, 1981, at the Centre for Develeoment Studies, Trivandrum.

++ Llizabeth Whitcombe, Agrarian Conditions in Northern India, Vol.I: The United
Provinces under British Rule, 1860-1900 (University of California Press, 1971),
r.32,

G.N. Ran, "Transition from a Subsistence to Commercialised Arriculture:
Problems, Potentialities and Rasults - 4 Study of Krishna District of Andhra
in the 19th century’, paper presented at the Seminar on Commercialisation in
Indian Agriculture.

[y

¢ Eric Stokes, "Aprarian Rezlations: Northern and Central India®, in The Cambridge
Economic History of India, Vol.II, ¢.1757 -- ¢.1970, edited by Dharma Xumar
(Orient Longman, 1982)




in relatively large operational holdings, is nevertheless a matter which

requires more investipative study.

There seems however littlc reason to doubt that cultivation in such
relatively large holdings has been a rersistent fiature of Indian arriculture,
even if not to the same extent in all regions, This is ohvicus from 2 numbher
of sample surveys on land holdings conducted in the 1950s sonn after the end
of British rule, Thus, according to the data available from National Sample
Survey reports on the subject relating to 1953-54 and 195u4-55, less than 9
per cent of the operational holdings in the céuntry had within them more than
half of the total area under such holdings.+ Though this could perhaps be
explained in part by ceviction of tenants with infericr rights in the immedi-
ately preceding years (in fear of ownership rights accruing to them throuch

around
various measures of land reform proposed / that time) there is in fact no
evidence of eviction during this period on a scale larre enough to account for
anything more than a small proportion of this area, Making a genercus allowance
for it one would be justified in presuming that at least one-third, more likely
arcund two-fifth, of the total cultivated area was beinp operated towards the
closing years of the British period by no mere than about one-tenth »f all rurzl

households.

In this respect the position in India seems to have been sipnificantly
different from that in China. Thourh data for China are even mere scanty for
this period such information as is available sugpests that, while distribution

of ownership holdings was perhaps no less unequal than in India, the distribution

+ See K.N, Raj, "Ownership and Distribution of Land*, Indian Eccnomic Review,
Vol.,V, No,1, April 1970.




of operaticnal heldinecs was less skewed.++ One can only speculate how

far this was due te srecial features of the arrarian secial structure in
India (such as the caste hierarchy an® the existence of a larre landless
proletariat drawn mostly from outside it)®: data available for the carly
1950s Ao certainly refleoct 2 broad correspondence hetween ‘eastz’ and rclass’

as well as impeortant Iintcr-regional ¢ifferences in this regﬂrd.¢ Te what extent

++ "The provinces of Shensi, Stanis, Hepei, Shantung, ans Honan, where some
two~thirds of the farmers are stated te be owners are the oririnal heme
of Chinese apriculture...The vield of the scil Is tee low to make it an
attractive investment to the capitalist, while the farmer has not the
resources to rent additional land. In the south, where the s0il is more
productive asriculturc yiclds a surplus; the commercialisation of ¢conomic
relations has proceeded further; and both the inducement and ability to
invest capital in land are accordingly greater’, R,H., Tawney,Land anc
Labour in China (1%32), Ch.II Seec alsc Ramon H. Myers, The Chinesc Fensant

Economy: JAgricultural Development in Hopei and Shantung, 1820-19:9 (Harvaid

University Press, 1970), Ch,14

@ "The nossession of a rural proletariat on this scale, much before the
coning of capitalist agriculture, is surely a unique achievemecnt of Indian
cultivation", Op.cit. Irfan Habib.

¢ The following ohservationsen this question are hasced on data available foom
the National Sample Survey (Fourth Reund, Avril-September, 1652):

"In apriculture, a distinction has been made four categorics of the
occupation: (1) 'Farmers', defined as tillers 'who cultivate their cwn land
mainly with hired labour’ ; (ii) 'Cultivaters', defined as thnse 'who cultivgte
land wainly owned by them, and sometimes land taken on leasc or share-cropping
system, with the heln of other househnld members and partly with hired labour';
(iii) 'Share-croppers! whn take up "cultivation of others’ land on a crop-
sharins basis and cultivate witheut hired labour': and (iv) PAirricultural
labourers'. ‘Farmers', in this catepcrization, represent, broadly sncaking,
the upner class, 'cultivators! the middle, and "share-croppers’ and ‘apri-
cultural labourers' the lower class -—— though, it must he addad that the
catepory of ‘cultivators' is so extensive in its coverare that a large pro-
rortion of them are likely to belons, in effect, to the lower class in the
economic structure.

... .. ..while the ffarmer' houscholds conctituted 7 per cent of the
total 52.9 million #indu rural households in the upper castc  they
Accounted for abeut cne-~fourth. On the other hand, among amricul.ural-labour
households, which centributed about one-fifth to the total rural househelds,onyf
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the pattern of diétribution of eperaticnal holdings is explained by scil
and climatic conditions,compelling widespraad reliance on livestock for
plourhing and on relatively capital intensive methods of irrigation such as

deep wcils, Persian wheaels, and large reservoir51 and how much systemasf

revenuec administrations have over a period contributed to it, are matters

ner

/cent of the upper caste families were accounted for, At the other extrems,
36 per cent of the scheduled caste families belonged to the agricultural-
iabour categery and only 1,5 ner cent were "farmer' houscholds,

That there is a broad correspondence batween 'caste' and 'class', at

the two extremes, appecars to be thus borne out by these fipures. But it

is also clesr -- particularly in the intermediate categsories -- that class
cuts across caste divisions. Thus nearly 7 per cent of lower caste house-
holds in the rural areas arc 'farmer' houscholds, and the number of lowcr
caste households among the total number of 'farmer’ households works out to
well over 40 per cent, There is, unfortunately, nc information available
regarding the average size of the holdings in the case of ecach caste group.

Similarly, more than 18 per cent of the middle caste households, it
would appear, were 'agricultural labourers' and 'share-croppers'., The
nunmber of rural Hindu households belonging to these two catepories was
13.3 milliens, of which the middle caste accaunted for 2.2 millions. Appro-
ximately ~ne our =~ r~very 2iv beurebolds cccupied as Tagricultural labourers!
and 'sharc-croppers’ in the rural arceas beloni to the middle-caste group.

In view of the very big differences in the relative impurtance of the
upper anr.t middle castes as hetween Adifferent regions the [, ......inslanees ok
houscholds belenging to these higher caste-proups working as 'agricultural
labourers’ and 'sharc-croopers' are perhaps meore preponderant in North,
Morth Yest and East India than in South, Central and West India. But, on
the other hand, it seems equally likely that instances of lower caste
houscholds being occupicd as '"farmers®, and thus baing in the top rank of
the class structure, are rclatively more numercus in South, Contral and
West India <than in the other thres resicns'. OCp.eit. Raj "Regional and
Caste Factors in India'’s Development'. '

+ For an exploratory analysis of the difference made by scil and climatic
conditions, terrain, etc. to techniques of irrigfatien, ploughing and other
arricultural opcratiens and thereby to the intensity of labour input in
Asian apriculture, See A, Vaidyanathan and A.V, Jose, “Absorptinon of Human
Labour in Agriculture: A Cemparative Study of 3ome 4Asian Countries, in

labour Absorpticn in Indian Agriculture: Some Exploratory Investigations, by
P.X. Bardhan, A. Vaidyanathan, Y. Alaph, G.S. Bhalla and 4. Bhaduri (Asian

Pmploynent Programme, I.L,0., ISBN 92-2-102023-1, November 1978); also Shlpwas
Ishikawa, [ssays in Technclogy, Empleyment and Institutions in Economic
Development (Kinokuniya, 1981).



10

which require closecr study.

However, along with cultivatien in relatively largse heldings based
mainly on wage labour, cultivation in small peasant holdings Aepending con
leased-in land in varying degrees was also a widespread feature of lndian
asriculture (in fact the featurc most often highlizhted by observors). National
Sample Survey data for the early 1950s show that as much as 70 te 75 per cent
of all arricultural holdings belonged to the smaller size-grouns, accounting
in no part of the ceountry for much more than abcut one-third of the tetal
operated area. Leased-in land was generally not less than one-fifth of the
total area in these small peasant holdinps, in fact around two-fifths in some
parts of the country like Madras and the Puniab; it was in all probability
very much higher in the concluding decades of British rule before land reforms

conferring cwnershin rights on tenants were initiated.

What factors then governcd the cheice between leasing nut land for
cultivation in smaller holdings and cryanisine cultivation directly with hired
labour? Prima facie it seems proboble that snil and climatic conditions,
sources of supply of watcr, feasible cronping patterns, and the nature and
intensity of the labour inputs needed were the main consideraticns (apart of
course from thcse associated with the caste and social stetus of the land
owners which could have been the more decisive factors in several regions),
Thus in regicns where much higher yields could be secured by intensive appli-
cation of labour, as through double-crenping in rice growing areas or a
suitably diversified cropping pattern {e.r. combinins wheat with cctton) in
adequately irripated tracts, cne might expect a strons preference for leasing
out land on rent to peasants with smaller holdings. On the other hand, culti-

vation in relatively large holdings could have appeared more advantagecus in
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regions where the scope for raising yields in these ways was limited,

either for lack of irrigatimn (as was no doubt the case in even some rice
growiﬂg areas),or because less intensive application of labour was adequate
for the crops that could ke ordinarily orown in the given soil and climatic
conditions (as in the case of millets, groundnut, cotton tobacco, and even
suparcane for which the labour iInputs required are spread out at intervals
over a long period). 1If this was so, prevalence of tenancy in small peasant
hnsldings would have been rreater in the former regions than in the latter,

and the proportion »f cultivated area in relatively large operational heldings
correspondingly higher in the latter ceompared to the area under ownership

holdings within the same size range.

The All-India Rural Credit Survey, conducted in 75 districts ~f the
country in 1951-52, nrovides some evidence in support of thesce infarences.
The Survey was the first attempt of its kind (and unfortunately the last) to
capture in some Aetail, for a particular year, most of the essential dimensions
of the agrarian structure for different but broadly homogencous Agro-climatic
regions (having alsc some similarity in demegraphic conditions within each of
them).+ This makes it possible to relate inter-regicnal differences in the
extent of commercialisation of agriculturc with other related characteristics
such as cropping patterns, the value of gross produce per unit of land in
cultivated holdings, the pattern of distribution of such heoldings among culti-
vator families (grouped according to the relative size of their holdings), the

in
total annual rent paid by cultivator families/cash and kind for leased-in

+ The regions have been formed on the basis of certain considerations of conti-
guity and of similarity of physical, climatic or other natural and demographic
conditions, The districts which were suppesed to reprcsent similar conditiens
in a contipgucus area were grouped together into rerions and the region is
supposaed to he represented by the districts chesen in the sample includad
within that region' Cf. £#ll-India Rural Credit Survey, Report of the Committee
of Direction (1956), Volume I, p.11,




lan~, wopes paid in cash and kind over the yaar ner cultivator family
bélongin? to the upper sirata, the amounts beorrowad on the averade curing
the year by such families, and the pattern of 2distributien of total debt
amene cultivator families (srouned agcain acceording to the relative size of
their holdings of land), Though the methods adepted for sampling, weiphting,
eta, suffer from cartain limitatiens (which have been srelt out in the Survey
r,}
Renort itself), the cata made available by the Survey offer some useful in-
sishts inte Inter-resional differences in production systems within Indian
agriculture; the reasens for such differances, ans above all how they are
linked tn a sienifiecant degree with institutional (and thereforc partly histo-
rical) factors underlying the distribution of land, labour and credit (not to
mention the distribution of irrigation and of draught animals which are no

less important) in the dAifferent regions.

One rather serious limitation to be noted is thai the number of agro-
climatic rejdons into vhich the sel.:te” 75 Aistricts ware grouped in the
Survey Repert was only 13 (unlike in the more rctent Hationn) Sampleo Surveys
which identify no lass than 62 agro-climatic repions within the country), This
was not really adequafe to take care of the wide differences in soil and eli-
matic conditions between areas in even close proximity to aacli other iu nany
parts of the country, and ensure that cach of the repions identified was

hemorenecus enouch in respect of these conditions {despite the stress placed

@ "Districts in India are usually rather large in 2rea end are nopulous.
In most of them physical and crop conditionsialﬁferent from part to part
malerially.,  The number of villaces in the sample was not largs and a
further restriction was imposed by one-half of the sample being confined
to villages wi*th cooperative credit societies, The result has often been
that all parts of the disztrict have not necessarily been adeqguately repre-
sentad in the sample and the total picture presenced by the weirhted village
data for the district may not completely accord with the average picture
for tre whole district...... In tho case of the region and the State, the
limitations on the representative character is even greater becausc the
sample of Jdistricts woo not selected with reference te States or to the
desipgnated regions". Thid, pp.9-10. It needs to be added bowever that
the survey coveres? 9000 cultivator families in £00 villapes (15 from each),
and B villageas wera colecled fram each of /U dJoleicts,
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on continguity of the districts groupeld together)., One has to he therefore
particularly careful in making comparisons between individual repions and

drawing inferences from them.

However, these regions were in turn classified under three broac
caterories applying certain eriteria which make them conform to different
deprees of commercialisation in the production and marketing of agricultural
prcducts, The categories wera: (i) ‘subsistence regions', in which the pro-
portion cf cash expenses to total expenses, and of cash sales of crops to the
gross value of produce, were relatively very low among the cultivator families;
(1i) 'monetized regions’, in which these proportions were significantly higher
but the relative share of 'cash crops' as traditionally understcod (viz.cotten,
jute, sugarcane, tobacco, cilseeds) was guite low in the net sown area; and
(iii) 'commercialisad and monetized regions’, in which the share of such cash
¢rops in net sown area was alsc hizh (additionally to the higher prorortions
of cash transactirns in gencra}). Since food crops could be the media fer
commercialisation of agriculture as much as the conventional cash crops, we
may isnore for our purpose here the distinction Adrawn between the last twn
categories and pay attention mainly to the much broader and clearer distin-
ction between subsistence regions (covering 27 of the selected districts
¢grouped into 4 different regions) and what may be simply referred to as
commercialised regions (composed of the remaining 48 districts grouped inte
9 regions)ude could alse carefully identify and compare common characteristics
observable for 2 ar 3 regions taken together from within each of these cate-
gories. What is common to grouns of regions within each, and what is different
between such aroups belonsing to the twe categoriés of regions, coul? then

help us to identify at least some ¢f the more important features associated
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with subsistence and commercialised asriculture early in the 19523 and

formulate hypotheses for explaining tham,

This is too vast an exercisc tn he cone inte here in any vreat
detail but it may b2 useful to indicate briefly a fow simmificant findines
from an analysis of the available data alons these lines:

1, The value of gross produce per cultivator family in the sub-
sistance replons was on the avernre only about twe-third of
tha value in the commorcialised regions. Yevertheless, the
share of the top Aecile of cultivator families in the t~tol
ares under woeraticnal heldines was about 40 ner cent in the
subsistence renions (actually arcun? 42 per cent in the two
risimns of Dihar-Benmal and Orissa £ Last MadhvaPradesh) while
it was ~-n the averare less than 35 per cent in the commeorciali-
sal rerions (in fact lewer than 28 per cent in the Assam-Benpal
and Tunicbhb-Tensu resicng).  On the other hand, the averarc rent
maid ir cash and kind te lendlords and co-sharers by cultivater
familics as a whnle, expressed as a percontage of tho averaze
value »f their rross produceswas nearly twice as hirh in the
cormerclalised as in the subsistence regions. Even thouosh data
ara unfortunately not available eon the pronartion that leoased-
in land formad of the total area in the cperational holdings
of cultivator families in the suhsistence op commercialiscd
rerions, it appears frow the above that the preference for
leasing out land was less in the subgistence than  in the
cemmercialisad rerions Andscerresponding lv, the tendency tn
orcanise cultivetion Airectly was streoncer in the former.

2.Consistently with the hirher intensity of lohour innut required
and the hirher value of cross produce per cultivators family in
the commercialised regicns, the promortion of total waces and
salarics paid nmer cultivator family (Ly way of cosh wagzes, wares
in kind for harvestings, ete,, 28 well as salaries te nermanent
farm servants) was signitTicantly hirher in these regiens, this
being on the average »nly about 5§ per cent of the value of gross
oroduce por cultivateor family in the subsistence repieons compared
ta 107 nercent of it in the commercialised. The preportion ren-
resented by wage and salary payments for acricultural labour was
still bhigher in some refions within the commercialised caterory
such as sssam-Bensal (over 12 per cent), South Deccan (134 iar
cent}, tast Coast (ncarly 14 per cent). and Punjab-Pepsu (where
it wag zver 12 per cent of tha value of gross produce). On the
cther hand, waras in kind accounted on the average for about one-
third of the total wares and salarics n3id in the subslistence
reaions (indced over cne-half in Orissa and East Madhya Pradesh),
while its share was lass than one-fifth in the commercianlilscd
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rerions {in fact less than one-tentl: in the “Yestorn Cotton
helt, extending from the Vidarbha Aistricts of the present
llaharashtra Statc to the ecastern districts and plainsg oF
Gujarat} intic-ting ~ birher decree of comnercizlisation of
the labour markets in these rcrions. The srhare of solaries
paid to permarent scrvants was in the ranre of once-quarter
to cne-half of the total wares and saloriss paid in repions
belonging te both caterories, reflecting the fact that the
system it represented was widaspraad in the country: their
share was lower cnly in Bibar-Renyal {around one-tenth) and
Eastern Uttar Pradesh (about one-sixtl} amcng the subsistence
regions, anf in Punjab-Pepsu (atain around cne-sixth) and the
West Coast (where it was even lower than one-tenth} amon:s the
commercialised regions.,

Tt is alsn cvident that (i) the relative share of the teor

decile »f cultivator families in total cutstanding «lebt was

almost uniformly lower than their relative share in the total

araez of land in cultivator heldings (though renerally much

less s~ in the commercialised than in the subsistence recicons):
and (ii) the coefficients of concentratinn of such debt were however
generally much higher than the coefficients of concentratien

af land in the cultivator holdings. In fact the cocfficients

of concantration of cdebt were in the ranpge of arcund 0.50 to

0.65 in as many as 11 of the 13 regions helonging to brth
catagories, reflecting the immense advantare that these with
relative large heldings of land had over others in the rural
credit market (and which they obviously made use of). tho coe-
fficients of concentration of land were no hicher than 0.50
(except in one region, the West Coast) and as low as 0.34

in two regions (s#ssam-Bengzal and Puniab-Pensu), [ A statistical
analysis of the relaticnship betwecen coefficicents of concent-
ration of land and Aebt respectivaly in 75 Aistricts is given

in the annexure, ] At the same time it must be noted that, when

the currcont borrewines of all cultivator families are taken

into account, and the amount borrowed Jduring the year of survey

is exrressed as a percentage of the value of rross produce ner
cultivater family, there appears to be no glaring contrast hetwecn
the subsistence and commercialised repions {(baing about 42 per cent
in the feormer and 55 per cent in the latter): in @ fow regzions it
was higher, as in the East Cnast (60 ver cent) and South Deccan
(about 72 par cent), not to mention the special case of Rajasthan
{(where it was over 150 per cent, rcflectine evidently the rela-
tively large borrowings in this repion for trade in  livestock).
The reason nerhaps is that the current borrowings were essentially
for meeting working capital requirements (Including what arc often
referred to, rather misleadingly, as ‘'consumpticn loans'), and
hence broadly related by the lenders with what could be racovered
from the annual gress produce of the borrowers. If this inter-
pretation »f the data is correct, the obvicus Implication is that
a major scurce of advantare for those with relatively larse holdinzs
of land was simnly that a higher proportion of thair produce could
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he marketed (whether nf focd ar 'cash' crons)y the security
offerer to lenders on this Aaccount, torether with the colla-
teral security previded by their holdings of land, would have
made it possible for them to meet their credit requirements

at not only at lower rates of interest but in greater abundance
without being subject to credit rationing to the same extent as
otharst .

Wheni the distribution of land, labour and credit is analysed systema-
tically in this manner for Aifferent agro-climatic rerions, taking into account
the historically concditicne? institutional factors as well as the technical and
other compulsions covernine the choice of the product-mix in each recion (and
sub-rerion), it would become pessible to identify the variouk reasons why rro-
ductivity in agriculture was (and remains) much lower in some rerions than in

particular

others and the £ircumstances in which commercialisation and technological change
could have led to preater exploitation of farmers and labourers without making
much difference to productivity. This would alse help us to understand better
the conditions in which commercialisation and techneolegical change, promoted
through broadening the cheices cpen in refard to the product-mix of agriculture
introduction of higher-yielding varietices, and/or adentinn of new methods of
oreduction cnuld lead (and may have prssibly  led even in the past) to more
positive and satisfactory results.tt In the literaturc on Indian agriculture
so far, some nf the imrortant Qlmensions of the ayrarian siruclure and ecsnomy
have heen often either imnored or considered in isclation and referred to sele-
ctively, resulting in highly simplistic (even if superficially appealing) pro-
nositions about stagnation, growth and equity in this very vital sphere. What
is clearly required is not only an adequate analytical framework but supporting

empirical investipaticn in detail, concerning the past and the present, for as

many of the numerous agro-climatic regions (and sub-regions) as cne can identify

in the country.

+ See K.N, Raj, "Keynesian Eceonomics and Agrarian Economies”, in'Reflections
oen Economic Development and Sociel Change (Essays in Henour of Frofessor

V.K.R.V., Rao), edited by C.H. Hanvmantha Rac and P.C. Johsi (1979), DD 101-130,

++ An analysis of Indian expcrience to Adate along the lines indicatedithe above
paragraphs is now under preparation by the author ard is expected to be pub=-

lished undcr the title Arrarlan S 'ructure Aand Chanve in Indla c.1750 tn 1980!
not later than 1887.
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With this objective in Yiew the Centre for Development Studies in
. Trivandrum had initiated, from the time it began functioning in 1971, a
variety of studies relating directly or indirectly tc asrarian structure
in different rerions and sub-regions within the country (both at the macro
and micre levels). They have bheen so far available mainly in the furm of
Working Paprers of the Centre and threough M.Phil and docteral disserta-
tions prepared by younger scholars within the Centre. The Centre is now
taking the initiative of publishing this material in stages for making it

available to a wider public.

Meanwhile, on the occasion of the comnletion of ten years of its
existence, the Centre organised a seminar bringing together a small number
of scholars with broadly similar interests, from among both economists and
historians. The intention was to promote closer collaborative work among
them on the subject of commercialisation of Indian agriculture. In confour-
mity with the long-term objective, the organisation of the seminar was left
wholly to the younger generation of schnlars working in this field within
the Centre, and this was reflectgﬂ also to a considerable extent in the list

[

of persons invited to participate in it. The seminar was funded by the Indian

Council of Social Science Res;arch and held in Trivandrum in November 1981,
The present volume is a collection of some of the papers presented

at the Seminar. It has been edited by a small committee of the participants

consisting of Ur. Neeladri Bhattacharya (of the Jawaharlal Nehru University),

Dr, Sumit Guha (of St.Stephen's College, Delhi), and Mr, Sakti Padhi (of

the Centre for Development Studies). Some of the papers discussed at the

Seminar have been already published elsewhere by the authors; a few that



a
fe]

could not be incluced in this volume frr reasons beyond the control of
the editorial cemmittee are also likely to be published independently *in

the near future.

The purpose of the Seminar, it must be stressed, was not s> much
to covat the subject comprehensively,or to arrive at any settled conclusions,
as to stimulate interest in it and promote collaborative work between sccial
and aconomic historians and economists (including thenrists) for the vast
amount of detailed investigation, study and reflection that remains to be

dme. The volume is but a modest bepinning in this direction.

July S5, 1985,
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AUNEHURE®

)

That the ability to horreow is determined by the amount of land
held in possession is unequivecally indicated in a statistical analysis
of the relationship, then the concentreation ratic of deobt is zlottes
against the concentratiorn ratin of land holdings for the 75 districts
given in the Rural Credit Survey Report the scatter apreared to ho a
strairbt linc. Therefore, a straipht line equation was estimated by the
least squares method an? both the equaticn and the coefflcients were

found to ke hirhly simificant.

The estimated equaticn is:

c:(1 = 0,3520 + 0,2906 Cb RZ = 0,74
(9.6330Y (4,7992) o= 23,03

Ficures in hrackets are T wvalues. sirnificant »t 0,1% lovel

H
The estimate? 1line is sh-wn in the attached digoram ne CC, The
horizontal axis gives the concentration ratic ~f 1an”, Ci’ andt .

the vertical axis the concentration ratio of debt7C€. As the astimatad
equation has a positive constant term, the linc cuts the vertical axis

above the nrigin, implyina that even when all land is equally distributed
(i.e. when tho concentration ratic of land holdings is zero) there will still
be censiderable inequality in the Aistributicn of 2abt {9.36). Thilz sureesta
that the cradit worthiness of a persen isenct only !etermined hy the amoupt

of land owned by him but possibly by such cther factors as caste and/or

social status,

* The author is grateful tc¢ pp, T.N, Krishnan anl Dr. Chan’an Mukherdes o

the Centre for Develomment Studies for the statistical analysis in this

annexure.
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The line 04 is drawn at 459, and alonp that linc either of the
concentration ratios will be the same, The line OA intersects CC at B,
and,to the left of B the concentration ratio of debt exceeds that of
land,and to the right of B the reverse will be true, Ultimately, the
concentration ratio of Zebt seems to reach a maximum of 0.75 when the

concentration ratio of land apprecaches unity, its maximum value.
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