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The book provides & blueprint for
the Jannta Party to formulate its
policy fior the economic
reconstruction of the country.

While advocating the Gandhinn
approach to solve the human
problems of poverty and
unemployment, Charan Singh
traces the present economic ills
of the country to the grievous
mistake made after independence
to go industrial, He therefore
suggeats that wp priority shiould be
given to agriculture sccompanied by
cottage industries and handicrafis,
followed by small-scale industries,
and then by heavy industries.

The author's thesis 4 that unless
production of food and raw
materials in @ country is increased
and consequently men are refeased
from agriculture for absorption in
non-agricultural sector, there can
be no improvement in the living
smndards of its people. He
emphasizes the economic truth that
small farms and small industry are
maore labour-intensive than largs
Farms and large industry. Small units
produce more goods per unit of land
and fixed capital investment.
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Introduction

I submitted a detailed note o the Janaa Party indicating in broad
terms the parameters and the contents of what 1 felt should be the
party’s economic policy. 1 claim no originality for the principal
ingredients of this pokicy. 1 had only sincerely, however imperfect-
ly. attempted to spell it out in terms of what Mahatma Gandhi had
reiterated and had also written extensively in depth. Indeed, in
wery many respects Gandhi's writings on some of the important
aspects of free India's economic policy arc at onee exhaustive and
detniled. Our misforione was we, 15 a2 nation, ignored them
completely and sought 1o cheat oursclves and the rest of the world
Iy deifying this great soul bat consigning his eminently practical
pnd:lm 1o cold storage. We were content to pay lip-service (o

R.gemon of the Gandhin approach was nowhere so tofal as
in the field of restrocturing our economy ofier Independence.
The steady deepening econamic crisis, visible even in the mid-
fifties, failed to open our eyes to the mistuke we were committing.
All the wnmng signals were |gﬂ¢ml quwn nf the Gmdh\nn

; ith whofly. alica
modets of economic dcwinpmcm Tlm Telped mly to compound
our misery.

The eaveloping economic crisis logically erupted in the form
of the worst political crisis, culminating in the dark period of
the emergency and the 19 months of its nightmarksh experience.

The Janata Farty was born out of the united will and determina-
tion of the people to solve this political crisis. The histark elections
held in March and June 1977 conclusively demonstrated the
efficacy of the people’s choice of the Jamata Party #s their instru-
ment to solve the political erisis, But, 4s is evident to any student
of current Indian uffairs, !Be poluu! crisis was but largely o

of i d ic crisin which had been
developing in the Imlum society over the past twe decades and
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more. Just as the solution to the political crisis was found by
the people by their near total rejection of the Congress Party and
its leadership, so the solation o the economic problems has also
o be sought in an equally mear total reversal of the economic
policy which had guided the country during the Congress rule,
The Janata Pasty was voted to power beciuse ifs leaders reiterated
publicly that they would return to Gandhi as the inspirer of our
palitical renaissance. In my humble view, there s no estape from
following an identical course even for solving our economic
problems.

The Gandhian blueprint for the framework of our economic
policy is revolotionary in the sease that it sceks 10 keep the people
and their capagity 10 Tift themselves by their own efforts in a
democratic manner as the focal point of every measure, every
move, In the ultimate analysis what mattered to Gandhi was
nehhermnuynor mnachines but men. mmmc)‘[ivmlulpl—
culture, the priority accorded to handi
the emphasis on decentralization snd serf-mlnnm and above all
the amiety to prescribe, as minimal a role as possible, under the
circumstances, o the state agencies in the ordering of the economy
hmnﬁhﬁnmmndlhtnmmmmlﬂlkylhﬂ

| maxim of

as a rule of the people, by
the peaple, for the people.

it is an indisputable fct of recent Indian history that Jawaharlal
Nehru, whom Gandhi had named as his political beir, played &
dominant role in formulating and implementing the economic
policies of free India for over 2 decade and a half. His successors,
wotuably his daughter Indira Gandhi, largely took off from where
Mehru had left it And even though she was responsible for
introducing sume grave distortions in the basic valoe-sysiems
evolved by her father, the broad economic framework Nehru had

left behind was continued and strengthened.
To the extent to which this course and direction of the Indian
economy signified a nesr total rejection of what Gandhi had
e, 1 i% iole that any for 2 move “towards
Gandhi™ mllmhlnwtnbcmhlnfﬂsemddmn—
mic growth, fashioned wnder Nehru's stowardship. But, in my
humble submission, such criticism of the Nehruvian approach,
a4 is indeed inevitable, his 10 be understood in the correct pers-
pective and should not be interpreted 1o mean cven remotely any
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attempt to whittle down the memorable oonmlmm made by
Nehru in the ive years of our Ind

History has often been a refentless prosecetor. Sentiments have
saldom influenced its verdict. One of the basic fanctions of history
s to teach succeeding generations the lessons it holds forth, If
sentiments were to blind our eyes 1o drawing correct lessons from
history, we will only be untrue, not only to ourselves, but also
to onr forebears and their memory and contributions which we
hold as imperishable and dedr.

lhnmmptdmpmpadgcmdhndmﬂww
the solution of Indis’ in any
tﬁmataﬂlnﬂm.lmmﬁewmmmrhum
achieved in India. 1 shall feel more than satisfied if what I had
sought to suggest in a rather imperfectly worked out policy frame-
work provokes a nationwide debate out of which, I am sure, will
emerge & broad consensus a5 to how we, a5 the second most
popalous nation, set sbout the noble task of solving some of cur
‘most pressing economic and human problems.

CHARAN SINGH
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One

Role of Agriculture in Economic
Development

India is an underdeveloped country pnd suffers from acute
poverty. I'cvam- is another name for lack of goods, agricultural
and which go to satisfy human wanss that liv-
ing creates. It is land that is the ultimate source of all these goods:
it produces both food for direct consumption by man and raw
materials which will lead 1o manufacture of non-agricultural
goods, again, for indirect or ultimate use by man.

In other words, in addition 1o providing food for the entire
population, agriculiure, which is another name for utilization or
explojtation of land, has to provide continuous and increasing
quantity of raw materials for fesding the wheely of consumer
industrics, e.g., textiles, oil-pressing, rice mills, jote, sugar, vanas-
pati and tobacco mensfuctore, ete. Similarly, forests and animals
which land nourishes make available various kinds of mate-
rials like timber, gum, resin, hides, etc., which form the base
of innumerable industries. Further, by way of mines and quar-
ries, land yields stong, coal, oil, iron, and other metals or minerals
Lhn.r. are so essential for the establishment of a capital goods
industry

Unfortunately, Indis which was a net exporter of food till
1925 has become a4 pet importer of food since the doys of the
Bengal Famine (1943). While the average annual imports of food
over u period of 20 years ending 1970 cost us Rs 207.8 crores,
those during the last five financial years, 1971-76, cost a much
higher figure, Rs 249.2 crores. During all these years, India has
also received wheat from foreign countries in the form of gift,
During 1965-67, the gifts amounted 1o 4,576,000 tonnes and
during 1975, from Canada alone, the gift came to 250,000 tonnes
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tnlnui at Rs 378 crores. Not only food even raw materinis

from agri have had to bei for example,
cotton which forms the mw material for clothing—the most es-
sentisl necessity of man next to food. Till 1971-72, the country
was, far and away, the top buyer of long staple cofton in the world
market.

Surplus food s and raw materials that o developing agri-
culture will make svailable can also play a big role in earning
foreign exchange with which we can finance imports of capital
goods for industrial development—capital goods which, under
any kind of economy, even an economy of Gandhi's conception,
a couniry will necessarily have to have. Conada built up its in-
dustry on the export of timber, and Japan on the export of silk.

Despite neglect of agticulture by the ruling party, even in
197475, the value of exports of sgricultural commodities: (in-
cluding products of fisheries, forestry, and animal husbandry),
both raw and processed, worked out 1o full two-thirds of major
exparts, that is, 52 per cent out of 79 per cent of the total expoits.
‘The value of minor exports, both agricultural and non-agricul-
tural, amounted to 21 per ceat. The corresponding figures in
1950-51 stood at 75, 77, and 23,

Further, industrial development also can come about only as
& result of agricultural prosperity or, at best, it can accompany
the latter but can never precede it as, unfortunately, the leader-
ship of the palitical party which had ruled the country for thirty
years without a break, thought and, perhaps, still thinks it could.
It is only when there is purchasing power in the pockets of the
farmers that o demund for industrial or non-agricultural goods
and services (like education, transport, and power) will arise.
This purchasing power will be derived from the sale of agricultu-
1al products, whether inside the country or outside it. The greater
the surples production available for sale, therefore, the greater the
purchasing power availabie to the seller or the producer. Where
the purchasing power of the mass of the population cannot be
increased, that is, where surpluses of food production above
farmers’ consumption are not availible, there cannot be any in-
dustrial growth.

While a developing agriculture will furnish purchasing power
to the musses with which to buy the mamufactured goods and the
services, it will alio relesse workers from agriculture for lrans-
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ference 1o i ial and tertiary With greater and
still greater preduction per acre, consequent on the application of
more and more capital and higher and still higher technology,
fewer and fewer persons will be required on the same area of land
to produce the same quantity of crops.

Furthes, the migration of owners of undersized and
mic holdings to new industrial areas with a view 1o finding work
that will bring a higher income will gradually lead 10 a situation
where such holdings will cease to multiply and ultimately dis-
appear. Without such nieua of urkm fmm agricultare and
thizir i to there can be
no econemic development of the country or erndication of its
poverty. The reasons are simple: goods that agriculture or primary
sector produces, and can be psed or consumed in the raw form
in which they are produced, for axample, fruits, milk, and water,
are few, Most of the products that the primary sector or agricul-
ture makes available have to be processed by those engaged in
the non-agricultural (secondary and tertiary) sectors before they
can satisfy the needs of a civilized man, Obviously, therefore, the
larger the number of persons in a country engaged in the non-
agricultural (secondary and tertiary) sestors of the economy,
that is, in of agricultural products, production of non-
agriculiuial goods, nnﬂ provision of services, the wealthier the
colintry or higher the standard of living of its population.

A study of statistics will lead to the mn:iuamn that In ull the

which are prosp d d today,
thete hos bc:u nn Incr:wng nh:& of workers from agricultural
to So that the of agri-

cultural workers has ;ra:lnnﬂ\ declined and continues to decline.
The table on the next page shows the figures of the working
force engaged in Indin and 14 other slected countries over a
long period.

I we want our country to develop, there are only 1wo prescrip-
tions; first, increase in agricultural productivity per acre and
simultpneons reduction of the number of workers per scre;
secondly, a transformation of our natiomal psychology in the
sense that Hindus, in purticular, give up the belief that this world
is not o mere flusion and, as individusls and also as a mation,
we develop an wrge to improve our economic condition and to
that end, our people learn to work better and harder. Here



VARIATION IN THE SHARE OF WORKING FORCE IN THE
PRIMARY OR AGRICULTURAL SECTOR OF SELECTED
COUNTRIES AND PER CAPITA INCOME

Caoumry Year Percemtage af Fer capita incame
working forei It e———

agrickliire Years Diollars

United States 1890 4.1 18B84-93 383
9o e 1904-13 S

1930 26 1930 s

1950 1.6 1950 1,064

1963 31 1965 20

Aumtratin 169 6.3 1681 404
191 ] 191314 414

1933 W3 193334 il

1947 16k 194758 e

196 81 1966 14

Girear Mritais 1871 150 1871 30
tireland exclufed 1891 0.4 1881 48
theoughant) 1911 7.4 1911 a9
1551 4.5 1951 57

1946 13 1966 1,54

Belgium 14890 182 1895 T}
i9ie 1.6 1913 314

1930 23] 1930 o

1947 e 1947 481

1957 43 1967 1,33

Canada 1501 436 900 408
193 ae 1931 452

1951 187 1951 B34

ined (5} 1968 147

Now Zealand 1501 86 8m 334
1921 73 192526 =0

1545 a1 194546 ]

Tt e L8686 175

France 1501 il 1900 m
(1) s w21 8

193 24 1931 63

1ust 03 1931 i

1954 155 984 LIH]




Country Fear Porcentape af Per capita inceme
wovhig fore in =<——————
ingricalturs Fearx Doliars
Netherlands 1599 S 1900 39
1920 ikl 1920 364
1947 1ol 1947 M
Clermuny: 355 18EY. 206
a3 1957 294
170 1924 m
169 1923 s
Giermany (F.R.) 1950 Ha 1530 M0
1967 am Tia? 1519
Defumark 1901 a4 1903 asl
192 T 1921 41
1940 136 1940 55
1960 i 1560 JE L
Norsay 1890 452 1481 145
1910 513 1n3 m
1930 340 1930 65
1960 i 1360 and
Japan 1912 i 1413 146
1930 M2 1930 L)
1930 bl (L5 I
1960 (L] 1960 M
1963 137 1965 T
laly 1901 488 1501 132
1931 45 1821 146
1936 0.3 1936 168
1951 My 1951 280
1967 (L3 1047 1075
Swirzerband 1500 74 1439 243
1520 343 1524 M5
1941 199 idal 414
1550 154 1950 il
1560 104 1970 2563
Sweden 1510 Lk 1910 m
1930 05 1930 s
1950 193 1950 (4]




Country Year Percantape of Frr eapita ivcome
working foree in ————————
R
India 158 e "
1501 761 e
1951 T4 2R
181 T35 oz
%m 208 3530

Sovmces (for countries except India):

(1) For flgures up o 1983, Chapters 11 and T of Comditions of
Ecanomic Progress (1957 edition) by Colin Clark, and after 1952, [LO Yoar
Boak of Labowr Stativtics, 1961, 1966 and 1968 and TN Stotistical Year
Bagk, 1962,

{2) Per capita income up to 1952 has been given In terms of an LU,
(Mnternational Unit) which cquals the quantity of goods exchangeshle in the
USA for one dollar over the average of the decade, 1925.34, After 1942, it
Mhﬂwh!&mdndhdﬂh—

Sovnces (for I

{1} For years 1881, IWJ 1951, Iﬂ]”iﬂlmhnﬂl. The Leonamic
Mdh’m ard University, 1971, lndfmhh:’mllﬂl India’s
chulawl‘ 1971,

{2) Per capita income up 2 1955 hin been givan ot 1948-49 prices (or in
terms oF the valus of the purchasing power of the rupee in 1948-49), and

tken from Mani Mukherjee's book, Natiowal Inceme of fndia: Trewds &
Serucrure, Staustical Publishing Soclety, Caloutea, p. 61,

The per cupita income figures for 1961-62 and 197071 are at 1960-61
prices and {aken from the Natloma! Aecowms Stativies, CS0, G[1, 1976
{Octaber}, Table I, pp. 2-1.

we 4re not. with the second pr ion of

Mdulrgdhyﬁelw lmhﬁnrsnmmdumuhmnnot
d in order that the
living lumhnt nflhepcnpkmny be ruized. It fs, however, in
the heavy industry, the first strategy he adopted in trying 1o ape
the USSR, that his mistake lay which ruined the economy,
The living standard will be raised, as pointed out earlier, only 1o
the cxtent workers can be diverted from agricultural to non-
agricultural occupations and they will be so diverted only to the
extent agricultural production {surplus to the needs of the pro-
ducers) goes up. 5o that if India hay to live and progress there
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is no escape from agriculture, llwouidhwm'm conclude,
however, that cfforts si for i lurmtion in India
-huu]dbedimuntmnd_ammmdmdummwn farge
pmmmﬂmwnmhoﬂ:auumamm of em-
phasis and priorities.

Imﬂﬁnlﬂu as also some of the political lzaders often ridicule

the that emphasis should be on agricultural produc-
tion, and industry releguted to a secondary role. For, it is asked,
how could agricultural production increase without a correspond-

ing rise in industrial output? To irrigate the land, for example,
we require reservolrs, conals, and tube-wells which in turm
require cemeat, steel, and power. Conceding inter-dependence of
agricultire and indusiry, industrinlists, in fict, almost the entire
intelligentain of the country, would give first priority to, or place
mare emphasis on, industry. It was a fallacy to hope, they argue,
that production on the farms could grow without providing the
wherewithal which industry alone could create.

It is this attitude which is ot the root of India’s economic ruin.
‘While not agreeing with them in regard to the priarities, one may
not quarrel with the supporters of the present econamic policy
that industrialization will help raise productivity in sgriculiure by
supplying consumer goods (e-g., clothes, shoes, and books) to
act as inducements for agricultural workers as also capital wod.q
(e-p.. working capital like fertifizers and fined capital like iron
tools and diesel pumps) 10 sct a8 inducemonts for land, in o
way. Also, b growing industry (and along with i1, as 4 necessary
‘concomitant, o growing commerce, transport, and other servi-
«ces) will provide agriculture with an expanded market due 1o
mhbcreneddunnud :\f m:nrban popnlauun and processing
and fi for I products, without
which ion in ngri duction will not proceed
beyond the point where the l'armr has sutisfied his hnmedinte
needs, This increased demand for farm prmium from the indus-
trin} centres will increase the per capita income of the farmers.
On the other hand, however, it is an advancing aancul.tme alone
which can supply food for industrinl and other
workers {0 eat, raw materials for indusiries to process, foreign
exchange to purchase capital poods from abroad, an internal
market for the products of indusiry, and workers 1o run the
industries, transpord, commerce, etc,
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There can be no doubt that it is shortfall in agricultral pro-
duction that has become the greatest constraint on further indus-

ialization or devel of Along.
wilhdeﬁc[{ﬁnmin;.ilhsred.luaﬂmpwhlpﬁnumd
shrinkage of the internal murket, fomented unrest in the cities,
provaked a series of sirikes among both white<ollar employees
and manual workers, weakened labour discipline, and vitinted
the climate for investment. Thus, development of cach is, to a
varying extent, both a cause and an effect of the other. Just as
agriculture develops and farmers thrive when industry prospers
10 will industry develop and non-agriculturisis thrive as agricul-
ture develops.

All this, however, does not mean thut fndustry is as important
as agricaltore. It is agriculure which plays the primary role—
the role of & precursor. While man can do without industrial
goods, he cannot do without food. Similarly, while agriculture
an, in the ultimate analysis, do without o heavy or capital goods
industry, industry cannot do without agriculture ap all. Wells,
reserveirs, and canals can be boilt, and had been built by our
ancestors and by the British, 50 also could cloth, shoes, and
books be manufsctured without the wid of cement, sieel, and
power on any worthwhile scale. Otherwite also, only o small

jon of these lities is used in agricul as com-
pared with industry. So far as fertilizers ate concerned, organic
ferfilizers are uny day hetter than inorganic ones—if oaly they
could be collected and composted as the Chinese have been
doing for the Lt forty centuries.

Economic viability, whether internal or external, cannot pos-
sibly be achieved at the cost of agriculture. With this viability is
linked up not only domestic political stability but also our fnter-
national political stature. The mini-states on our frontiers, our
traditional allies, are leaving us looking elsewhere for help and
protection because India is unable even to muintain jisell and has
to import food despite the enarmous food production available
on tap,

Since India’s independence in 1947 the world has been a witness
1o the strange spectacle of its most highly industriolized nation,
the USA, foeding a predominantly agricultural nation, India—
a country where 75 per cent of the town area is under foodgrains
and 5225 per cent of its working force is engaged exclusively in




Rale af [tiare in Ecomomic fe 9

pmd\nng food. As time passes, Toud \nU certainly ploy an in-

y rale in b politics. There is
distinct ibility of food ing tes using their exporis
as a political weapon nplrul ihe importing countrics. There-
fare, if Indin has to live and make progress jts leaders must

-mssign fop priority to sgriculture.




Two

Agrarian Structure

There are three factors of production: land, lebour, and capital.
An increase in agricultural production can be brought about if
ene or more of these factors is increased and/or improvements
mdcmthamﬂhodmmﬁhudleflﬂllmnslhﬂefumllnl
s, fected in the farming methods and

So far as lnnd—the vital factor—is concerned, its total area is
fived and cannot be chunged or increased by any efforts man
may make. Its productivity, however, depends greatly on the
munnuuh:ldndopemedonhehndohmnmwm
it may has
farms, huge state or private farms.

Our agrarian omninu'nn(,hl‘;ﬂ.lkenﬂummy]m
powblthealyl’nnr

duction of wealth or eradi af paverty.
mmmnudmvw(muwhhlmmnmwmﬂ
and economic attitudes), India requires o system of agriculture
which will produce or help produce more and more food and
raw malerials a5 time passes.

(8) Provision of full employment, Although the ultimate aim
is to have fewer and still fewer men working on the seil so
Mmmdmwdmmmhnﬂfmnymﬂmn[ur

in of ind 1 goods and services that a
mhuﬂmd)’nudl.ulm;allha!mmﬂmupnnmmum
of unemployed and underemployed persons in the country wait-
ing for employment or full employment, we need to have an
agrarian system which, compared to all others, provides the
lnrgest empioyment possible per acre.

(c) Equitable distribution of wealth or avoidance of undue

disparities in income. With that end in view, cellings will have
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to be impased on present possessions und future acqubsitions of
land—if possible a floor will alse have to laid down.

{dl) Promotion of the way of life we hv\! chapen for awuhu
in other words, and of d
trends,

It s contended that & system of independent PeARIALTY cWning
the small patches of land it holds, finked togeiher by service co-
operatives, will fulfil ail the four aims. This will require that cvery
cultivator is given o stake in the land be holds which means that
Iie will be made its proprieior and no threat of gjectment will keep
hanging aver his head any longer.

**Unless those who work own the land, or are al Jeait sectre
on the land as tenants,” says W.A. Ladejinsky, 4 leading inter-
nationally known suthority on land reforms end agricullure and
# World Bank Consultant, with experience in Japan, Formosa,
and South Vietnam, “all the rest is likely 1o be writ In water.
And this is the most difficult step to achieve. Tt id relatively easy
bo ose science to increase production, but only if the cultivator's
relationship 1o the lond and the state’s treatment of him and
of agriculture create incentives 1o invest, to improve the land and
to raise productivity.'”

Farm tenancy, therefore, needs to be replaced by peasant pro-
prietorship which means that Jandlordism has to be abolished
Tock, stock and barrel. Every cultivator of the soil, irrespective
of his status under the existing law, has to be given permanent
rights and brought into direct relationship with the state. No
intermediary or landiord shall be permitted to resume land from
tenants for self-cultivation, and no farmer to Jease ont his land
unless he is a member of the armed force of the Union, suffers
from an unsound mind or is physically handicapped fiom carry-
ing on cultivation.

If communism. whether of the moderate or extrome variety,
has raised jts head in Kerala, Andhra, West Bengal or Bihar and
violence and discontent stalk in many & part of the country, it
is largely due to a breach between the profession ard the practice
of Congress leadership in regard to abolition of lhandlordism,
Perhaps, there is no sphere where the gulf berween afficial policy
and performance has been &5 wide a3 in the case of land reforms.
Sub-tenants and those who were genuine temants but, owing to
the rapacity of the landlord and the patwari or village record-
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keeper, were recorded as trespassers, were thrown out summarily
all over the country, except in Uttar Pradesh where they were
grunted permanent rights. Further, haraidary or stulre-croppers
and non-occupancy tenants of sie or Khud-kal (self-cultivated)
lands of the indar h Haps not been ized as tennnts
in any other state except, again, in Uttar Pradesh, and were still
ligble to ejectment at the landlord's pleasure as before. Not only
that in most of the states innumerable persoms who were recog-
nized under the law as penuine tenants during the days of the
HBritish were ejected in the name of the sacred right of the landlord
to resume land for his own cubtivation. For example, in
Maharashira alone, in the decads following the first tenuncy
reforms in 1948, lindowners resumed 1.7 million neres for
personal cultivation and two out of every three *protecied”
tenants lost thejr lands,

“In fact.” says W.A. Ladefinsky, in a report “Effect on Land
Tenure on Agricul Production,” submil 1o the Planning
Commizsion in 1963, “only in Uttsr Pradesh has well-thought-
out comprehensive legislation been enacted and cffectively imple-
mented. There, millions of tenants and sub-tenants were made
owners and hundreds of thousands who had been cvicted were
restored in their rights” Ladejinsky concluded: “Many a good
picce of agrarian reform legisiation kax_arrived still-born in India,
but in Uttar Pradesh it went fund-in-hand with enforcetment and
important attainmenss, The lesson to be deawn Srom this ix but
ome; it can be done when there is a will to do it.”

A study undertaken by the Government of India in 1969 into
the *Causes and Nature of the Current Agrarian Tensions” and
discontent in certain parts of the country reached the same
conclusions. which were reinforced by a Workd Bank report
presented at & meeting of the Aid-Tndia Consortiom held in Paris
on 17-18 June 1971, According (o the World Bank report;

Legislation hat yet lo be enacted for the abolition of some of
the intermediary tenures and interests in Awsam, Telengana
(Andhra), Himachal Pradesh, Jammu and Kashmir, Punjab
and Tamil Nado. Tenants snd shure-croppers in Andhea
Pradesh, Bihar, Saurashtra and Tamil Nadu continue to e
insecure. In Haryana and Punjab, security of tenants is subject
1o a continuing right of resumption by the landlord. There are
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widespread circumvention of laws meant to  provent
eviction, . ...

The statutory rent or share of the crop payabie to the landlord
is on the high side in Andhra, Haryano, Punjab, fammu and
Kashmir [in respect of smail holders] and Tamil Nadu,

The World Bank report suggested four steps to be taken. First,
preparation of record of tenancics; sccond, fixation of cash
Tends as & multiple of lund revenues; third, nbulnl.eu of nghl nf

for personal cultivati
only in exceptional cases; and fourth, regulation cll' sn:n:nd:_rs hy
the tenants, Otherwise, the report sald, the time is fast approaching
when rural poverty problems cannot be eveded, in part, because
of the strain they impose upon the country’s stubility,

Speaking of the degree of wiilimtion of the three factors of
production, W.J. Spiliman said: " The greatest proficfrom the busi-
ness as a whole invalves the greatest profit per wnit of the [imiting
factor, Thus, if land be the limiting factor, the aim should be 10
muke the largest profit per acre. I fabour limits the business, the
nim should be the largest possible profit per unit of laboar, Simi-
tarly, if the limiting factor be materials, the aim should be the
greatest profit per unit of matermls ™

There is litfle possibility of extension of agriculture in India by
reclamation and colpnization. On the other hand, because of our
large und incrensing population; the supply of Inbour is unlimited.
That part of capital which mosily provides traction power today,
viz., dravght cattle, is also, by no means, scarce. In any case, it
can be repluced by improved implements or small machinery with-
out much difficalty, So that, of all the three factors of production
in agriculture, land alone constitutes the fimiting factor,

Our agrarinn organization has, therefore, to be such as would
Jetid itself 1o the moximum exploitation of land, that is, as will give
us maximum yield per sere even though it may not be consistent
with the maximum exploitation of lubour and capltal. In other
words; (hat economy alone will suit us where we have to apply
to land more, or incressing number of units of labour or capital,
or of both in order that the fullest use may bemade of the former,
or, which is the same thing, bigger yields realized per acre.

e Law of Dinvinisking Returme, p. 43
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Our aim must be olwxmely not l.he hu!mn possible prudnmun
per man or I worker, but the highest possible
wmﬂuuwhmwunwmm{nmmlfwmhun
whale and thus eradicate poverty or want of wealth in the absolute,

On the other hand, in countrics like the USA, Canada, Australia
or New Zealund where land is not 2 limiting factor and tabour is
relatively scarce, it may be in the national interest to obtain the
muximam outpul per worker rather than maximum yield per acre.
Such countries can afford to have an economy which may be
wistelul of land.

Sutistics after statistics from all over the world as also from
Farm Management Studies conducted under the auspices of the
Ministry of Agriculture, Government of Indid, go to prove that
although in theory, the size of the farm is irrelevent to produc-
tion per acre, vet, in practice, under gives conditions, yields per
nere aceruing to & farmer decling ns the size of his farm increases,
The reason lies in the fact thut agricultural production is a life
process and, like living beings, i greatly affected by the care and
deyotion it receives, and that application of human lubour and
supervition per acre decreases as the area of the farm increases.

There is Jess production per man ift more than four men work
tha 100 acres (sc= the first fable on the facing page). The more
the workers the less is their per capita production, Dr Elmer
Penddell says that he chose soil which was not very good and
where the farmers had oaly a Hitle help from tools. Nor would
tools make u difference to per capita produciion, af least, when
as many as 18 men have to support themseives on & hundred
ncres, For, the less the ground & man has, the kess the sdvantage
he has in the use of farming equipment.

John Lossing Buck in a book? reported the results of an extensive
study of Chinese farms as shown in the second table on the facing

page-

Here we have striking statistical evidence of diminishing re-
turns. It is something like the other table except thut this one
shows a condition at a subsistence level and an arrival ot an actu-
ally declining yield per acre. There is no scientific reason, however,
why production per ncre should go down if the area of the farm
decreases 1o 4 point below 2.6 acres, Maybe, the diminutive size

Sgnd Urifization tn Chiies, University of Chicago Press, 1937,



JLLUSTRATION OF THE LAW OF DIMINISHING RETURNS

No.af Aeresof  Tesal Production in  Average  Average
e fnd wore  production  bukely of grain rinducrion
working ked by the  af the witributadle o rion per  per aore in
the fond  totnl Banedred  chemumin the  pupviy  bushels
numberof acres dn  seies who it bushelr
men  equivilesy  mow
o ed for the fire
af graln time
1 2 E 4 5 &
1 100 200 200 200.00 200
3 100 500 300 150.00 500
3 100 Ho0 A 300.00 9,00
4 100 1250 350 12,50 1250
] 100 1,580 8 15.40
& 100 1,780 40 20667 17.50
7 100 1,560 200 M35 19,80
L] 100 150 170 2WB.TS aL50
] 100 2,200 150 BEN 2300
1 100 2,440 40 244,00 2440
i 100 2,575 135 a0 578
n 100 2,103 130 prai:] 708
i3 100 2830 123 7.6 .30
4 100 2950 120 21071 550
5 100 3,067 "t 0447 W4T
1% 100 318 T4 198,41 3181
fid 100 32m m 18s 1281
15 100 3,400 168 18888 3400

“Sovmce: Elmer Pendells, Popalation in the Loose, New York, 1952,

PRODUCTION ON CHINESE FARMS

Farm group M sguiva- Crop-geres Production  Production
bentz per 100 per mman per o per arrein
crap-acred equiraient
i equivalents  of bushels
of bushels af grain
of graiu

1 ' 2 4 3

A 25,00 a0 781 150

B 325 1 6.0 104

© ELE 28 55 206

D a7.62 a1 431 0.5

E 6667 13 30.6 04
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of his bolding affects the psychology of the farmer.

The above results are well-nigh universal, output per acre is
higher on small farms than on large farms. Thus, if & crowded
country like India has a cheice between o single 100-acre farm
and 400 2 5-acre furms, the capital cast to the national economy
will be less if the country chooses the 40 small farms, Thereis o
second reason also in favour of the small farm. India & faced
with the problem of unemployment. National inierest, therefore,
demands an agrarian economy which, while serving to extract
the maximum out of the land that constitutes the limiting factor
in our circumstnces, will provide the optimum of employment
for the rural folk.

Lasgely because of diseconomies of management and difficulty
in supervision of a large number of hired workers, large holdings
attract the use of lurge machines, thus displacing labour, whereas
smull holdings limit the use of the muchines, thus employing more
human fabour, As statitics would show, the nuomber of workers
employed per 100 acres in regions or countries where small hold-
ings predominate i greater than that employed in countries
where large holdings form a large percentage. For example, Japan,
‘Taiwnn, and South Korea, with an average holding of 292, .14,
and 512 scres, carry & popalation per 100 acres (of arable land
and land under permanent crops) of §7, 79; and 89 workers respec-
tively, Whereas the corresponding fipures for the USA, Mexico,
and Brazil stand at 302.65, 30553, and 17895 acres and 1, 12,
and I7 workers respectively.?

Lastly, a system of agriculture based on small enterprives, where
the worker himself is the owner of the land under his plough, will
foster democracy. For, it ereales a population of independent
outlook and action in the social and political fields. The peasant
is an incorrigible individuafist; his vocation, season in and season
out, can be carried on with a pair of buflocks or & small machine
in the solitude of nature without 1he necessity of having to give
orders 10 or take orders from anybady. That fs why the peasant
clasy everywhere is the only class which is really democratic with-
out mental reservations. Further, the system of family-sized
furms or peassnt proprictorship ensures siability because the
operator of the peasant has a stake in his farm and would lose by

SEAQ Production Year Bookx, 1966 and 1068,
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imstability. So that a system of pessant proprietorship not only
produces more wealth, provides mure employment, and removes
glaring disparities from land but will also prove the most secure
base of democracy. Th: Ilbul!t of the worker—a condition prece-
dent to of d 165 inversely with
the size of the undertaking in or upon which he is employed.

Such is the land tenure or sgrarian structure that our nsmural
endowment and the kind of society that we hope to develop, viz,
democracy, dictate. Yet, obsessed with the seeming advantages of
Imrge-scale farming adumbrated in the Marxist fiternture, commu-
nists-and their fellow-travellers in our country, who do not know
much about the village or the farmes, arc often heard squating
fand reforms with cooperative farming under which peasants will
pool their individual landholdings in order to form or produce
& large farm which will be worked ]ulﬂ“)‘ by I:hm Sll.‘h a farm
will ily be operuted by larg) fshe:
el‘lhpmmrymdu:mum.rybnm: l.hat the use of large
machinery will by itsell’ increase per acre production in some mys-
lunmu way and would not pause 1o think or srgue, So, instead
af i and its to the given
size of the holding which, in India as in many other countries, is
small, they have decided 1o adjust the size of the holding itself to
the requirements of the large machine by establishing large joint
Farms.

Had large machinery by itsell contributed (o agricultural pro-
ductson, the yield per unit of land in the USA and the USSR,
where the chiel means employed in working a farm is the use of
large machinery, would have been greater than in Western Europe
und Japan where much less machinery is used. Butwe find from
the table on the next page that the reverse is the case. Although
anaverage lindholding per cultivating farnily in Japan is the small-
eat of these countries, viz., three acres or 5o, it will be seen that
its output per unit of land is four times higher than in the UK,
ten times higher than in the USA, and 16 times higher than in
the USSR. That the production per unit of labour in France,
tM'I.TK. the United States is several times higher than in Japan
B Aechanization of farming b dnslmpmvu
considernbly the yield per unit of labour, but it does not increase
the yield per umit of land, and it is this that matters in India more
than anything else.
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COMPARATIVE LEVELS OF AGRICULTURAL OUTPFUT AND
RODUCTIVITY IN 1964

Counry Gross valee Grass valve Grous valioe  Geoss value
wided in  added per mdledper  mdded in
agriculture peeson  mole person  per heclare

engaged in  cugaped i of seable
agriculiure  apriculure

Lamd
I 2 1 4 3
SMillion ay $a US
US prices prices.
France 3,000 1,573 2354 15
Germany (FR) T4m2 #17 1321 160
Traly 4297 887 1,268 203
Jupan 5,068 asi s 23
UK 2849 325 3,586 1z
usa 23,58 3429 6,678 10

Soumce: Anges Maddison, Economic Progrezs in Japan ond USSH,
George Allen and Unwin Lid, Lopdon, 1969, . 63,

Agricultural production being a biological process, there are
Iummimufdmnduhlnlﬁicdmu.momlu}‘
the same space to grow and take the same time o mature on 4
mﬂf-mum-hrpmNorilthmuj scientific
technology which can be used on a large farm, and not on 4 small
one. Enlargement of the size of an undertaking, therefare, does
not lead to i production in agri a4 it does or may
do in some branches of industry, On the contrary, inasmuch gs
incentives in a joint undertaking arc weakened joint farm will
lead to decrease in production.
ufnrampwhmhmmmmbdn;whuln'm
even brothers born of the same mother  usuaily separite
from one another afier the death of the head of the Tamily. In
the circumstances it i utopian o expect that an average house-
bolder will, all of a sudden, identify his interests with those of the
hundreds of persons in the villags or neighbourhood who were
hitherto total strangers to his life A eooperative farm brings
wmwmwmmmmuimm:m
established ties of kinship or social level—Hindus and Muslims,
Baahmins and Harijans, owners, tenants and labourers, agricul-
turists and non-agriculturists. If 8 man were to reach the heights
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wherefrom he could see his own good in the good of every other
human being, he will cesse 10 be a householder that very day.
The ties of family, language, religions, and country would no longer
have any meaning for him. In such ideal conditions planning will
not be necessary. Economic laws will become infructuous and,
indesd, even government will itsell become a costly huxury. The
mother is able to nurse and nourith her child because she is selfish,
because in the child she sees her own image. In our enthusiasm
for a millennium cight now in our own lives, we must not forget
that man is not eatirely a rational being, He is governed more
by heart than by mind and the heart has not yet made fwhether it
ever will make, is doubdul) the same advance as the mind
‘which has nerrowed down physical space and made the world a
smuller place than it was in the days of our forefathers. Scientific
progress or progress in control of the outer world has not resulted
in greater control of the inner world of the self, without which 3
large joint economic undertaking camnot be rum smoothly or
successfully. Man remains as selfish or greedy, proud or jealous,
and ambitions as in the days of the Mahabharata.

IDEAL SIZE OF A PARM

The guestion arises: What should be the size or range of a
small farm that a man may be aflowed 1o possess? In theory as
also in justice, possession or distribution of land in any country
should be governed by the principle that none is allowed o hold
an arca of land which, under its pamicular technique of farming,
is beyond the capacity of an average man or worker 10 manage,
and none possesses less than an area below which land will not
produce more per gore. In other words, the upper limit of the farm
shall be governed by the working capacity of one worker or one
unit of manpower and the lower limit, by the productive capacity
of one unit of land. Statistics tken from the previous two tables
would indicate that ander conditions of non-mechanized farming
or farming by manual and animal labour—and this is the only
type of farming that we need to consider in our country—as more
and more men work a given land area, that is, as ares per man
decreases, production per scre increases with such great strides
that production per man also increases, till land per man 5 reduc-
od to & point between 33.3 and 25 acres, to be exact, to un ares of
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275 acres. It is at this stage or screage thiat the ** Law of Diminish-
ing Returns™ per man begins to operate. Below 27.5 acres, produc-
tion per man begins to fall off as the area decreases although pro-
duction per acre continues to increase till land per man is reduced
to a point between 2.6 and 2.1 acres, say 2.5 acres. So that, if the
Arcd & MAn possesses amounts to more than 27.5 acres, land is
not fully utilized because of lack of sufficient labour and, if it
amounts 10 less thin 2.5 acres per worker, labour s not fully
employed becuuse of lack of sufficient land. In betwesn these two
levels, the more land a man or an agricubiural worker has, the
better for him as his total production will rise with every acre
added 1o the holding; the less land be hos, the better for the
country ns the country’s total production will rise with every acre
taken away from the holding.

In our country, therefore, (o) where it is land that is the limiting
factor, not labour; () where the area of land a cultivating family
(usually consisting of two workers) holds on aversge today
amounts 1o a bare 6.25 ncres or so; (¢} where the rate of popula-

tion growth swryhr;h \'u_ nuriy 2.5 per cent per annum;
and (d) where i of non.
is procesding at such a slow pnne that the land-man ratio of the
farming population is going down instead of going up, it is in the
imterest of the people that:

{a) a ceiling on present possessions of land is imposed a1 a
level not more than 27,5 acres: per adult worker (including, of
course, his wife and minor children, i any) and the area that
thus becomes available is distributed 1o those who possess no
land at all or possess less than 2.5 acres each;

(b) a floor is laid at 2.5 acres, that is, the law relating to
transfer 2nd partition of land in future is so amended that the
area of land per worker is not reduced below 2.5 acres; and

(c) future scquisitions of land are so regulated that, ulong
with what he may be already possessing, the total ares & man
comes to hold does not exceed a particular limit which may
be fixed somewhere between the ceiling and the floor.

Both the actual ceiling and the fioor may differ with the circum-
stances of a region concerned, such as the land-man ratio of its
farming populntion and quality or productivity of the soil. For



Agrarian Steneture n

example, in sandy areas the two figures may stand a1 25 and 5
acres respectively wheneas in irrigated sreas, having good svil,
these may be brought down to 125 and 2.5 acres.

LANT REDISTRIBUTION

Inexhaustibility of land gives those directly engaged In working it
a feeling of security, which no other means of cccupation can affer.
Land never disillusions a man completely; the hope of plenty in
the future always remains; and is not infrequently realized, Under-
standably enough, therefore, there has been much elamour, rather
scramble for ownership of land in the country,

OF the 67.4 per cent male workers engaged in directly working
the land, only 46.35 per cent are cultivators, that s, enjoy rights
of ownership or possession over the land; the rest, 21.05 per cent,
are agricultural lnbourers with no rights in land, proprictary or
possessory. As regards disparitics in the ares of knd held by the
cultivators imter se, we will refer the reader to the Repors on
Agricultural Census (Government of India, 1970-71), He will find
that while as many us 50.6 per cent of the cultivators together
held only 9 per cent of the land in 1970-71 only 3.9 per cent of
the cultivators held as much 28 30.9 per cent.

Emphasiting two of the in favour of the small size
of the farm, P.5. Appu, Joint Secretary, Agricultore snd Land
Reforms Commissioner, in his report on Ceiling on Large Hold-
ings, submitted to the Government of India in April 1971, said:

There isa point of view that the fixing of = ceiling on agricul-
tural holdings at Jow fevels and the redistribution of surplug
land in countries of heavy population pressure and inadequate
avenues of productive employment like Tndia, is likely to lead
to an increase in overall agricultural production and fuller utili-
sation of the available man-power. The explanation for both
these results i that the owners of high holdings generally depend
on wage labour and, therefore, they will employ lubour only
up to the point where the increase in output resulting from the
employment of the last unit of labour is at least slightly above
the wage level. No such consideration exists in the case of
smaller holdings which are generally operated by family labour.
There being no altermative sources of employment, family
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labour will continue to be employed, far beyond the point where
output per unit of labour is equal to the wage level. In fact, as
long a3 there is sny hope of increased production, additional
Family labour will minwa o !:e mpluy!d. Thus, the mull:r
haldings will be culti leading 1o

overall production. Sumulunmu[y there is also fuller utiliza-
thon of the available man-power.

The assumption frequently made that there is a conflict between
the two goals of economic growth and soctal justice or grester
economic eqw.luy has no basis, at beast, in the sphere of agricl-
tural as we have already scen, they are in har-
mony, Creater sqﬂlllt)' m distribution of land would also lead to
greater economic growth in the countryside.

Besides Kerala, West Bengil, and Andhra Pfsd:sh commumnisny
has raised its head hmdm' :ndnumﬂyin Tamil Nndnllw The
high p age of | with culti-
vators in |Irse states, as evidenced by Lh: ﬁgnru helow, explains
this situmtion, at keast, in part. So. a demand was raised by the
have-nets and rightly conceded by the political leadership that
land be redistributed,

States Percentage Srates Percentage
Andhra - Pradesh e Mysore 618
Azsam 16,5 Orissa 4752
Hibear L2 Panjah 463
Ciajarsi 33,66 Rajasthan 11.58
Haryana 31,62 Tamil Nadu 6233
Kerala 11362 Uttar Pradesh 2864
Madhya Pridesh na7 West Bengal 7300
Mahsrashira .41

Scamee: Paper 1 of 1971 Cenwus, Supplemeat,

According to the Reporr of Agricultural Cemsnr (Government
of Indla, 1970-71), taking the country as a whale, with the ceiling
fixed at [0 hectares or 25 acres, about .67 million hectares or
21,675 millian acres of land would have become available for the
landiess even in 1970-71. This is after an allowance had been
made for 10 per cent of unculturable waste that was included in
he lnrge holdings, and for one-half of the holdings that would
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have escaped the ane because of joint ownership. While, in foct,
only a few lakhs of acres alone have actually been fortheoming,

According to official figures, as on 9 July 1976, 4,397 500 acres
of land was estimated 10 be surplus, 2035800 ncres was
ectunlly declared surplus, and only 1022000 acres was tiken
possession of by government. OF this sres, only 694,500 acres
had been distributed amongst 354,000 persons, of whom 162,000
belonged 1o scheduled castes or tribes who got 197,900 acres in
all.

Whateyer utility or potentiality the programme had was com-
poundes first by the power structure of the ruling party and,
second, by its inefficiency. Woll Ladefinsky in o report to the
Planning Commission says:

Nat the Jeast in the controversy about fand ceilings, is the fact
that the rich and well-to-do farm groups in India count very
mach in the inner counsels of the Congress Party both in the
centre and the states, specially on elsction day. . . Though the
number of those subject to the ceiling i small, their influence is
widespread through the control of local seats of power and
much else, . . . The so-called “vote banks™ are still controlled by
them s illustrated by the fact that in the Punjab Assembly 45
wtdﬂmbﬁsnmuﬂnh&m.iﬂﬁmmm
respective numbers are 30 and 52, and in Madhya Pradesh 56
out of 2 Congress legistators are reported to have landhold-
ings in excess of the declared limit. Many an other state would
show roughly the same relatioaship.

A task foree set up by the Planning Commission in 1972 under
the chairmanship of the Land Reforms Commissioner, P.S. Appu,
to make & critical assessment of the experience fo land reform
during the previous plan periods, arrived st the same conclusion
when it warned the government that "there could be no progress
in land reforms in the absence of the requisite political will, . ™
(Report, March 1973).

The drum-beating about imposition of land ceilings as being
the only solution of the problem of the rural poor and the rural
landless, Congress leadership had been indulging in since 1950,
put the large farmers on their guard. Much of the surplus land was

fe by them for consi in favour of strangens of
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fictitiously as benomi in favour of relations of the large holders
wmmmwmmmwmmnmmm

Anyway, the beliel that distribution of surplus land availabls
on imposition of ceilings was going to solve the problem of the
Harijans, the londless or the margimal furmers and thus remove
&epmdhmmmmmmhbhmm
proved 4 defusion. Howsoever low the ceiling that might be fixed,
the acreage that would be available for distribution will be too
fittle for all those who may need it or even a substantial section
of them,

The ultimate solotion of the cconomic problem not only of
agricuitural labourees but also of tens of millions of other poor or
unemployed and underemployed persons in the country will
depend, by and large, on development of non-agricultural
resources which will, in torn, depend mainly in increased

icultural p ion and o fi ion of the national
sy with land redistribution which eould at
best buy some time, should not, therefore, be allowed to distract
otir attention from the real cure of the ailment wny more.

The Janats Party and its government should now create such
conditions that all those who are unemployed and underemployed
including agricultural labourers and the very small farmers as
also the educated unemployed are attracted to cottage and small-
scale industries and other small non-agricultural enterprises.

CONSOLIDATION OF HOLDINGS AND SOURCE
COOPERATIVES

With cooperative or any other form of joint farming ruled out,
there is only onc measure left in the sphere of agrarian organi-
zation, viz., consolidation of lnd holdings, that need to be
considered and implemented. We need not here expatiate on the
reasons in favour of the step: briefly it can be said that consolida-
tion of scattered plots will lead to efficient wtilizution of all the
throe factors of production, viz., lind, labour, and capital,
Consolidation of holdings, however, solves only the problem
of scatiesedness; it it no answer 1o the problem of the margnal
or uneconomic holding. With the passing of time and lack of non-
gricultural ic holdings which are unable
1o find employment for an average-sized family or to keep it
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fed and clothed, if not in reasonable comfort, are multiplying
fast.

It has alrcady been pointed cut that transformation of peasant
proprietorship into joint farming is an institutional change that
will always and everywhere mest with the peasant’s resistance.
Also, ﬂdmmhdpmmwwprmm

haviour, On the other
hand, there are mdmul improvenients or technical facilities
which the peasant will welcome, viz., irfigation, water, manure,
improved seeds, pesticides, and better farming practices in general,
that actuslly go to increass the production or income of a farmer,
and can be as easily vsed or introduced on small farms as on
big farms, In o way, larpescale furming i not essential and
pessant farming as such offers no hindrance to technical progress,

All that we have 1o do is to combine the incentive of individual
land use and private ownership of land with the advantages of
4 large farm. In our circumstances where holdings are small
and will remain small, it & the principle of cooperation that
offers the right solution. Cooperation is the closer union of
otherwise independent units—merely coming together of different
entities—for  purposes of climinating ceriain - disadvaniages
attendant upon independent, isolated action. Its real mission i,
first, to save the peasants from the disabilitics entailed by the small
size of their business and their lack of training in the ways of &
commercial civilization and, second, 10 secure to them all the
benefits and technical advantages of private property. Cooperation
need not extend to the actual act of farming or production, that
is, to those functions of firm management which can properly
be executed within the boundaries of a single small farm, Such
functions should remain the concern of the independent mdividusl
himself, Were the members nf-cwmwwvm«pnn—
tion Lo sacrifice their ic and i it
would amount fo @ merger, not cooperation.

Dr C.R, Fay, Chairman of the Horace Plunkent Foundation,
said in 1943; *Northern Europe has proved to the hilt that the
higgest degree of technical excelience is entirely compatible with
family farming but only on two conditions: first. that the kand unit
is the special subject of stute guardmnship and, secondly, that
individual family effort on the land is supplemented by group
effort in purchase, processing and sale” As a national policy,
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therefore, we have & i o o the farmers
the that service coop or pooling of financial
and ion in all farm activities will bring.

Our aim must be the creation and mafntensnce of iidependent
existences individually worked but linked or bound together by
the principle of cooperntion, rejecting both ecomomic anarchy
(prevulent in our country toduy) and collectivism (that has been
ushered in in the USSR and China). 1t is such a system in Japan
and Western Europe, where the identity beth of the farm and
the farmer remains unimpaired, that has resulted in greater pro-
doction per acre than where land and, therefore, lubour also
have been pooled. As we have already seen, this system results in
an agrarian organization which serves to strengthen democracy.
Whereas & joint farm by whatever name it may be called is advo-
cated oaly by those in our country who doubt whether they will
be able to approach and persuade the vast number of peasants
imvolved. It is easier 10 munage hundreds of millions of farmers
ufter they have been herded into a few thousand of cooperatives
of joint enterprises. Much a5 they would like 1o copy communistic
methods and owing to ci beyond their
control, they have to resort to democratic terminology in order to
pnuclnlknnlhwm!mm

will become sful as in Japan, Gi the
UK,-ndScudn-mnmwnumlyd’ﬂ:ymmgnpnlmnlt
of an urge within the people themselves—gs an instrument of
satisfaction or fulfilment of a common need of theirs. In no country
of the world except India, cooperative movement is regarded as a
fit subject or policy to be executed through a government depart-
ment. Our political leaders and economic planners should realize
that, consideiing the deficiencies of our human factor, genuine
cooperntives will take decades to strike roots in our society. They
would, therefore, do well 1o proceed slowly.
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Labour, Capital, and [nnovations

Apart Trom land, there are two other factors of production:
labour and capital. An increase in the application of these two
factars will lead to increase in roduction. So for as labour is
concerned, it is o veriable facto: and can ceriminly be increased.
But in most parts of the country our agriculture today is already
labour surplus, that is, at the present levels of utilization it containg
or disguises more lnboor than is necessary. Which means that the
marginal productivity of Isbour o' vast multitude in ouor villages
tends to zerp. Agricolturnl work=rs in these areas are surplus in
the sense that their removal or trunsfer to non-agricultural occapa-
tions will make little or o dilference to agriculiural output
Productivity in such areas would certamly increase if this labour
could be fully utilized on the farms, that is, in the village where it
finds itsedf, This calls for a chunge in the present agricultural
practices or lechniques, As the experience of the “green
tevolution”™ recently showed us, there are certain technigues
(other than mechanization) which require more labour than is
employed under present conditions. Besides eliminating under-
employment in large parts of the countryside, introduction of
such mr.hmquel will serve to increase production

Capital is largely o production of human Inhonr set aside for
und used in further production or, in other words, a product of
work carried out in the past, which was not consumed, Like
fabour, it is o variable factor, Capital can practically be increased
indefinitely, provided, of course, that man is prepared to make the
necessary sacrifice of not consuming all the product of his labour
immediately ufier its production. Means which zid or contribute
to agricaltural production, for example, animals, tools or machines
and other equipment, sceds, water of sources of irrigation,
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manures or i and icides or i can all be
classed as capital.
Besides physical i in lund, labour and capital, agricul

vmﬁmﬁmtnmsnbﬂanminnmﬁnuinmmminlh
techniques or art of farming. An fanovation may be defined as
new application of either old or new knowledge to a production
process. It aims at 2 better combination of the three factors of
production with a view to getting the most from the available
FesOuCes.

Therefore, if we sk cconomic development of the country,
that is, want men to be refeased from agriculture for diversion
o industry, und other wull

occupations and inasmuch 25 they will be released only to the
extent agriculturul production goes up, with fewer and still fewer
men on the soll, capital in land will have to be invested in a far
prealer messure and technological imp in agricul
effected at 3 far greater rate than we imagine, and have planned
for. In other words, it can be stated as a rule of thumb that the
degree of economic development of India turns on the extent of
improvement in agricullural practices we are able to effect and the
amount of capital we are able to invest in land.

Next o, or along with the nesd to invest more snd more capital
in irrigation and fertifizers, comes the need for research. The
most decisive incentive o the farmer can come only from research
—increased production as a result of new and newer technology
in seeds, irr or watsr lication of fertili

etc.

CAPITAL STARVATION OF AGRICULTURE
Though the of India has talked sbout top
priority for agris and set ambitious targets of producti

public outlays allocated for agricalture in our plans are pitifully
low and private capital s offered litile or no incentive. In fact,
one would be justified in saying that Indian agriculture is
defiberutely sarved of capital: money has been availsble with
the government for almost everything under the sun but not for
agriculture. With the resull that while, during the period 1951.73,
agricultural production went up by 75 per cent, i.e., a1 the annual
mate of 3 per cent, ind production during an
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period 3.6 times—ihe index rising from 54.8 in 1951 1o
200.8 in 1973 (1960 = 100), an annua) rise of 12 per cent {simplel.
Not many industrial countries exceeded this pace. It ranged from
1.1 1o 3.2 times the rates of expansion in Belgium, Canadn, France,
Norwny, Sweden, the UK, and the USA.

The ing table shows actual investments made in
the various plans at constant prices (1961-62). It will show that the
amount of funds invested during the third plan (1961-66) and the
fourth plan (1969-74) despite a lapse of cight years between the
two plans was virtually the same, The astronomical figures at
mmwbmdmmnmummunlyw i nat
sctually intended, to miskead the unwary,

It will be seen that there has been no change in the patiern af
hvmm:hemﬂphnwlmﬁndmﬁptd!%ﬁdwnlﬁ
tl:mnry’sﬁwdsumnhs.wulpumsuurxmlndm
worse. The allocations for agricultare in the public sector were
reduced from 37 per cent in the first plan 10 17.3 per cent in the
second plun, and thereafier never rose beyond 234 per cent.
While those for organized industry and mining were raised from
4.9 per cent in the first plan to 23.8 per cent in the second plan and
thereafter did not fall below 23.7 per cent.

‘While the outlay for industry and minerals was raised from
22.6 per cent in the annual plan for 1974-75 to 27.5 per cent in the
annual plan for 1975-76, that for sgriculture (including irrigation)
was reduced from 21.1 per cent to 19.4 per cent. In the snnual
plan for 1976-77 the two figares stood at 27.62 and 20,16 per cent
respectively. So that in 197576, the allocation for industry was
4151 per cent higher than that for agriculture, and in 1976-77,
38 per cent—ratios which never obiained before.

As an example of lack of appreciation of the needs of agri-
culture, it may be pointed out, while almost s fourth of the coun-
try's land suffers from erosion, only a paliry sum of Rs 47.05
crores was spent on soil conscrvation between 1951 and 1973, [
mﬂhmhmdmlmdmnnmuamily |I'nnln|nre,

P than soil utilization or raising of agri crops,
The break-up of this amount planwise is given in the table on
p. 33,

In order to arrive at a more precise ratio of allocations between
agricullure and industry—between the reral and urban areas—
the total amount spent on power, education, medical relief, roads



PLAN EXPENDITURE IN THE PUBLIC SECTOR: 1951-52 T0 1975-78
(CENTRE, STATE, AND UNION TERRITORIES)

By Broad Hewds of Development
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First Man
1951-52 nm 9121 1.8
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(] e (LR 27 61
195556 14721 48T 50,00
Toal 195136 369,13 730,56 12294
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EXPENDITURE ON SOIL CONSERVATION

(i crores of rupess)
Firat. plan 036
Second plan 247
Third plan nn
Annual plam (1966-60) 945
Fourth plan 2398
Total T8

Boumer: Repurl of the National Comumiction an Agriculiure, Vol ¥,
1976, p, 392,

and transport, ete., will have to be added to the two sectors fn
the proportion in which these services are made available to them.
However, no statistics relating 1o investments in those spheres.
except for power are available 10 us The table on the facing
page shows that in 1974-75, only 12,31 per cent of clectric energy
produced in the country was utilized by agriculture as compared
with 65.69 per cent that was utilized by industries,

It will not be out of place to give here same specific examples of
where our desire 10 *catch up with the West™ has led the country
1o, Afthough steel production at the end of the fourth plan was
about the same as at the beginning of the plan-—at least 30 percent
below the existing capacity—still, if all would have gone well,
the Plarining C: i d 1o spend a ing sum of
Rs 2,800 crores during lW‘-?ﬂ o expand the cxisting steel plants
or put up new ones. They earmarked a sum of Rs 450 crores,
for instance, for “preliminary work™ on the Rs T33-crore
Vijayanugar (Karnataka) project and Rs 747 crores on
Visakhapatnam (Andhra Pradesh) plant in the fifth plan, They
knew that the two schemes conld only produce high-cost steel and
could have never puid their way. In fact, they would have incurred
o perpetunl Joss of ar least Rs 125 crores a year on completion,
even if their capacity was utilized cent per cent!

More than the public sector investments, however, it is the
private sector investments in agriculture that impinge on it much
more direcely. But as statistics will prove, the agricultural part of
private sector lmunmla whith are |||I| mul.ed mosily through

lplln. I i ial banks and others—




CONSUMFTION OF ELECTRICITY BY CLASS OF
UTILIZATION: 1950 TO 197475
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Tiepartment of Statistics, Ministry of Planning, Government of India, Mew Delhi
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expressed as 4 percentages of the total private sector investments—
tended downwards from 20,2 per cent in the second plan to 19.5
jper cent in the third plan and to 178 per cent in the fourth pls,
S0 that in private sector investments, (oo, agriculture gets a back
seal, Owing to official policy, manufacturing industry receives a
pampered treatment in both the sectors.

EARM PRICES

Next to research or technological innovations, preservation of
the farmer’s incentive is the most decisive pre-condition for in-
creasing agriculturul production. But here, too, ns in the matter
ol adeguate financial outlays for agriculture, the previous govern-
ment failed miserably in assessing the realities of the situation. It
policy of supplying cheap food to the urban population and de-
ficit mreas has served to depress production rather than increase it.

There Is & widespread beliel in urban and government quarters
that farmers should have no reason to compluin if they receive
For their produce a price that covers costs and brings u *reasos-
whie™ profit. This s the basis on which the Agricultural Prices
Commission (APC) operntes when recommending prices for
agrcoltural produce. The reaction of wheat farmers to price
changes show however that what firmers take note of is relative
prices and profit. If the cost plus formula should yield less profit
in wheat than in other crops, then, like other prudent businessmien,
the farmers would divert, as they are entitled to divert, the existing
acreage under wheat to those under other crops.

The argument is often advanced that o higher price paid to the
farmers would lead to fnflation. But the government's agrument
suffers from & common fallecy of confusing cause with effect:
‘higher food prices in themselves huve been largely caused by rise
in prices which, in turmn, is the effect of disproportionite increise
in money supply that government has pamped or continues to
pump into the economy.

It is submitted that, during times al'sc:rtll). in the absence of
@ better alternative, a scheme p g for {a) Isory pro-
curement of o purl.nnlm»wmle but in no case more
than, say, 60 per cent of the possible or estimated surplus produc-
tion from comparatively large farmers alone, say, those who
possess more than three heetares or 7.5 acres; at a parity price,




% India's Econamic Palicy

leaving the balance with them and whatever the small farmers who
are exempled, might be able 10 spare, to be handled by the trade,
and (&) supply of food not 1o the entire population of urban areas,
but only to such of them whose incomes full below the national
average or averzge of the particular state concerned, at rates
which may, i necessary, be subsidized by the government, may
meet the situation.

The above scheme, however, is only an improvement on the
schemes that have been in operation in somz of the hitherio
Congress-ruled stutes. Below s outlined another scheme thought
out recently by & colleague, Bhanu Pratsp Singh, Minister of
State l'nrAsucu!nm: which reconciles the interests of all parties

d the o the tmder, and the

government;

(1} That foodgrain imparts be not resorted 10, except to mest
extreme searcity conditions.

(2) That the whole country be treated n% one food zone,
or in other words, there should be no restriction on free move-
ment of foedgrain from ane part of the country to another.

(3) That the ratio which obtains between the prices, ut which
the farmer sells his produce, and the prices he pays for goods he
bitys, in a particular year which may be regarded as the base
year, be maintained 1o measure whether a certain price is fair
ar unfair to prodocers and consumers. The price thus arrived
at muy be called the “ parity price.”*

{4) Having determined the parity price of important food-
grains, the governmeni should announce that it would not
intervene in the foodgrain trade, so Jong as the trade i ope-
rated within &5 per cent and 115 per cent of the parity price,
which should respectively be called the “minimum™ and the
“maximum’* prices.

{53 When price falls below the *minimum™ price of any food-
grain, the g wiill make parch directly from farmers
at the ' minimum” price,

(6) When the price rses above the “masimum™ price, the
government will have the right 10 acquine at the parity price all
stocks, which ure in excess of the fumily needs of the stockist,
whether he be n farmer or a trader.

(7) To prevent dinress sakes by small furmers, warchouses
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should be estblished at oll vikas kendrias (development blocks
which will cover, on the avernge, an arzhle area of ahout 26,000
acres each) where uny farmer may deliver his produce, and get
paid promptly st the rute of the “minimum™ price. Later on,
the furmer should have the option to take out his stock, and sell
It in the open market, ot a higher price, afier repaying the
advance with interest and storage charges. However, if the
apen market price rises above 115 per cent of the parity price,
the government will hive the right to procure the stock at the
parity price, by making addiional payment to the stockist,

In the sbove scheme of foodgraing trade (o) the farmer will be
wssured of the minimum price which will not be less than B3
per cent of the parity: (b) the consumer, of the supplies at less
than the “maximum™ price which will not exceed 115 per cent of -
the parity price; {c) the tader, of the opportunity to pursue his
profession, if he accepts the discipline of operating between
85 per cent and 115 per cent of the parity price: () the small
farmer, who cannot retain his produce, of better prices, later in the
season, by delivering his produce a1 the warehouses: and (¢) the
government, of the facility to Jocate and procure foodgrain stocks,
in case prices rise beyond the maximum price,

It is contended by some of the well-wishers of the farmer that
even the best of technical and admmisirative programmes of
agricultural development will not produce the desired result if
prices are allowed to fafl o unremunerative fevels. Innsmoch as,
ownu Jargely to uncertainties of weather, there is o wide

in yields, duction connot be adjusted (o
demand. This peculiarity of ngm:ultuu feoupled with the fact
that most of the furm products have a relatively low price
cl.uu:ﬂy) is the chief cavse of the furmer's poverty. Price

and of prices to the farmer
will, therefore, it is argued, help him much more than any other
kind of assistance by the stte.

The above argument about price support makes a great appeal
to the farmer, but in our opinion, any effective policy in this
regard, except for limited periods or selected crops (like jute,
cotton, @ dnut, and }, 15 in India. It is
an jdea borrowed from the Western countries where this policy
was practised during the two world wars with great advantage
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te agricultural production. It has been practised in times of peace
also in some countries, particularly in the USA, where agriculiural
economy is faced with such overproduction and surplus that o
whole range of financial contrivances have been devised to
maintuin farm prices at a level that will provide the farmer with
profits which, in turn, can be spent in purchasing the products of
the country’s vast industries,

A palicy of price support or fixation of minimum price of
agricultural produce mesns that funds are transferred from the
nutional exchequer to the pockets of the agricultural community,
Now, if this y is small in ison to the general
community, as it is in the UK and the USA where it constitutes
only 3 or 4 per cent of the total population, the policy is workable.
Th:pnckusnr%orﬂpctml of the people can be tuxed in
order to subsidize the remaining 3 or 4 per cont whase survival
B essential in the ultimate interest and welfire of the nation.
But if those wha have 1o be subsidized constitute some 70 per cent
of the people, as the culti and the lab bined du in
India, any policy of agricultural price support, in the final analysis,
only means that the subsidy in the form of difference berween the
market price of the commodity and the price guaranteed 1o the
producer by the state will be coming, to a very large extent, from
their own pockets.

The money spent on provision of godowns and transport,
payment of saliries to the huge stalf that will have to be raised
and maintained for this purpose, and other overhead eapenses s
also the damage or wastage of grain that is inevitably involved in
storage, if not for any other reason, then, through sheer negligence,
wi'l be an additional drain oo the lean finances of the country.
Also, it must not be forgotien that in a poor, underdeveloped

f i

country like India, ipli of who
cannot be adequately paid, means muitiplication of corruption.
Apart from its finnacial and administrative implications, it is
doubtful whether fixation of minimum agriculiural prices is other-
wise desirable. In view of the relative smaliness of the non-agri-
cultural sector in our country, and the very high percentage
of income that is spent on food, subsidizing of agriculture, us is
commonly done in some developed countries, will increase food
prices which will set the pace for the prices of other commodities,
This will serve lo keep agriculinrsl workers tied down 1o land and




Labour, Capital, and Innovations 39

hamper growth of the non-agricullural sector that the country so
urgently needs,

Those of the farmers and their well-wishers who argue that if;
in the interest of consumers, it is the responsibility of the siate 1o
impose a levy on foodgraing when there is  full in production and,
therefore, a likelihood of an undue tise in prices, so should the
state be saddled with the revponsibility, in the interest of the
producer, of purchasing all the surplus when there is u rise in
praduction and, therefore, 4 lilcliliood of an undue fall in prices,
are virtially asking for state tr, ding in Toodgrains or state control
aver distribution of food and thus unwittingly playing into the
hands of their opponents, There being & conflict of interests bet-
ween the urban requirement of cheap food and high prices for the
articles the town produces. on the one hund, and the rural desire
for high food prices and cheap produets from the artian’s shap
4nd from the factory, on the other, the argument sounds plausible.
But it is not tenable. For, it is food, not factory goods, which are
the first necessity of man and it is. the farmer, not the Tactory-
owner, who is in possession of land (s national asset) which
produces food. So that when there is underproduction as o result
of which prices are likely to shoot up, it becomes the duty of the
state to procure food from the growers and ensure its supply at
reasonable, even subsidized raes Lo those sections of our soclety
which do not possess land and are too poor to purchuse food ot
market prices. There is no such duty cast on the state when there
is overproduction and food is surplus. But if we seek the aid of the
stite in this case also, we are, in & way, inviting iis fiem presence
in our economic life which is exactly the aim of the communists

Onee the state takes up trading in foodgrains which is anly one
step forward from fixation of agricultural price. there being no
rival purchaser in the market, the state will be free 1o fix such
prices us it pleases, In fact, it is likely to fix a price which will rosn
the terms of trade in favour of industry,

Further, control of prices has not been successful anywhere
without the control of supplies. And for the control of supplies to
succeed, the governmen! will have to take over production of
food. 1t s thus that collective farming came 1o be established in
the USSR—farming which presumably the advocates of fixation
of minimum prices of agricutural produce do not desire or
contemplate.



4 India's Econemic Palicy

According to the communists, the aim of the state is ar should
be {0 secure & maximum marginal ratc of saving in the agricultural
sector, acquire these savings, and use them to finance capital
formation in the industrial sector. The higher the marginal rate of
saving, it is argued, the less strain will there be wpon both agri-
culture and industey, In other words; the greater the sirphus, rather
the savings that cun be mopped up or extracied from the rural
ureas, the less the demand by the peasantry for consumer goods
und the cheaper the food for industeial workers.

The communists do not make any secret of the fact that under
their set-up, it s the peasantry which must be squeezed wnd which
must provide on favourable terms industry’s working capital in
madupa(lmln:url’oodmd raw materinls and, at the same
time, to the ing of i in
infrastructure of industry in the form of high levies or taxes, thus
forgoing any sircable increase in its own welfare. In the
communist jargon it s the peasaniry which must act as the
“nutrient base” for the non-agricuftural seclor or pay for
econamic growth,

The question arises: what is the way cut of the dilemma which
Increased production poses 1o the farmer? There are, at least, five
ways out of such a situstion: (g} export of agiicultural products 1o
other tes, (b) more by our own
fr} & change in the cropping pattern, (o) industrial use of agri-
cultural products within the country itvelf, and (¢) a decrease in
ihe namber of agricultural workers,

We will elaborute here vnly the fifth and the main solution, viz.,
that agricultural workers should shift to non-agricultural cocu-
p-unns as |I|ay hun already done in all developed countries.
e products in ities surplus to the
nuads of m community must necessarily result in a fall in

fural prices, i un open, di scietly,
ngb\mhm nmu wountry who were asking the farmer 1o increase
his production must be presumed to have known all along that
they were in @ way asking for. and secking this very “fall™ I
and when this fall occors and persists over time, the most obvious
course, dictuted by elementary principles of economic science and
by their own self-interest, s for workers from agricultural pursuits
with lower mcomes to shift (0 non-agricullural pursuits, or indus-
tries and services with higher incomes. With greater and still
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greater per aore, 4 ication of more
and more capital und higher and will hlgh:x technology, fewer and
still fewer persons will be reqired on the same srea of land o
produce the same quantity of crops. It is not a calamity but &
consummistion much 1o be desired. For, let us remember, the larger
the number of agricultural workers who shift to nen-agriculiural
occupations, the greater the wealth thit will be produced in the
country and higher the mnd.ml of Iwmgut our people as a whole
ing tho-(erstwhile) rey

Those who cite the usampse of the UK, the USA, or other highly
developed countries fail to realize that while the problem for these
countries is how to make the few persons that there nre still left in
agriculture stay thergin, the problem for India, in fact, for every
underdeveloped country, is ju-l the contrary, viz., how to ensure
that release of workers from agriculture s not impeded. The
combination of a marked rise in the productivity of labour in
agricalture with a secular limit imposed on the demand for its
products must, in & dynamic society or one that desires economic
progress, resalt in i sharp release of workers from agrictliure.
In this relense or shift of workers or diversification of employment
coincide the main solution of the problem of surplus agricultural
production and the main aim of our economy.

Despite the prospects of higher income in the non-agricultural
sector, however, it is not easy for the farmer or his son to leave his
ancestral occupation, The question fs: 'Why? The answer is, in
part, provided by some of these very reasons which are r:spulaihl:
for smaller incomes U‘flgml pmdm:nlh.m nOn-agri-
cultural d of
are not easily available to th: farmers in every couniry, The
farmer, more ofien thon not, lacks resources in fluid capital
(savings or realized asscts), which keeps him tied to the village or
agriculiure. Land and buildings that he pam are immovable,
and largely i asscls, Sentk of the
Tarmer apart, they cannot always be sold ai remunerative prices.
And u farmer on moving 1o 4 non-agriculiumal employment in an
urban centre experiences a wrench which an industrial worker
moving from one industry or factory to ancther does not. He
faces & complete bresk with the way of life he was hitherto
leading.

A farmer also stays in sgricultoe becanss of the self-sufficient
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nature of his profession. He is practically sure of raising, of least,
s much ns he needs for maintaining himself and his family, and
this fact makes him, to 4 kirge extent, independent of the existing
economic conditions and cmables him to defy the trend of
economic forces for 4 long period. Morever, as we will see Inter,
m certain countries like Ingis, the people continue in ugriculiure
because they are not, in geners], inspired by any urge to improve
their eeonomic conditions. Even if they are so minded, the farmers,
because of their illiteracy and lack of kaowledge of ways of the
modern world, do not know where to seck  betier Prospecis,
granting that they arc pvailable. Further, many persons prefer 1o
enter or remain in agriculture because of the non-material satisfac-
tions that eural life affords or is supposed 1o afford.

So far us the mechanism of income differential or the pull which,
in view of the ity that industry and joyed over
agriculture as a source of income, the former exercised over the
mind of a worker enguged in the latter, is concerned, i Britain
and Wast Egropean countries it was greatly aided or reinforced
by the law of primogeniture, vie, that lunded patrimony shall
pass only 1o one heir, which compelled junior members of the
family 10 seek non-agricultural employment; in Japaw by imposi-
tion of a very severe fand tax in the days of Emperor Mikado,
ke, in the 14705, and in the USSR by forcible collectivization of
farming in the 19.0s.

In the social, political, and economic circumstances of our
country, however, none of the above courses appears to be feasible
except perhaps a variant of the first. A fanded patrimany should
not be 5o divided as 1o make o share less than one hectare or 2.5
acres in area. In cases where heirs have 1o be deprived or disin-
herited, they should be compensated. In any event, the government
and public workers will have to educate the farmers, through the
various means and media at their disposal, that diversification of
employment is in their own good and that, in the ullimate anolysis.
land is imited and cannot support an indefinite number of people
whereas no such | applies 10 the gricultural sector,
5o far a4 the rising generation and people from thos regions where
the pressure of the exivting populstion aginst the existing soil js
so great thut (he stuge of o static yickd per ucre hus been 1eached sire
concerned, they should not have difcully in making the choice.
Féw voung men in fapan today sre willing to remain in agriculture.
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It has to be noted, however, that under an cconomy advecated
by me, anly & few of the farmers’ sons need to sell their patrimony
o leave their homes. Most of them can and should take 1o coltage
or small industries in their village or its neighbourhood as a
subsidiary or alternative occupation which dees not require much
capital, Provision of electric energy to the rural areas will greatly
help the process. While increased agricultural production is
precondition to diversion of workers from agriculiural to non-
it is a question of auitudes,
however, wlmharthsewulm.nzllyhemhu diversion or nat.

A search for or a shift from agricultural to non-agricultural
employments will take a spirit of enterprise in the furmers—an
urge or ambition for material advancement and a willingness fo
work hard for it—which unforiunately. except for & few commuti-
ties like the Sindhis, Gujaratis, Marwaris and Punjabis residing i
the western parts of the country, our people penerally lack, Without
the necessary social and econemic attitudes there will be no move-
ment of workers from primary to secondary and tertiary employ-
meent even If there is an ayricultural swplus. Thal is, in order to
achieve economic progress, both conditions must co-exist, vir,,
increased agricultural production and the necessary social and
economic attitudes, An increase in agricubiural  production
entails or should cnuﬂ lpmpor m!zdar_rease in the mumber of
farmers. prod will, therefore, lead 10
less emp and more und in the rurnl areas
unless it is accompanied by a shift cfworl:cn from agricultural fo
non-agricaliural employments.

One may point to the region of Bundelkhand in the staie of
Uttar Pradesh and, amongst countries, 1o Thailand ss examples
where, in the absence of proper attitudes, surplus agriculiural
production did not lead to economic progress. When both the
requirements sohsist fogether in 4 sociely or a region, it takes
ripid strides towards economic prosperity as is lflustrated by the
example of Punfab.

Anyway, if the people are not prepared to give up their fatalistic
uttitudes, that is, are content with their & fonar, nobody will be able
to help them. All government schemes will come 10 nought
and prayers to the Divine Being will not yield any results. There
will, thent, be anly onc alfernative feft for the country, viz,
communism under which, cur people must know, they will have
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lietle or no liberty to choose, refuse or hesitate: While estublishing
collective farms in order that o substantial part of the prodece
might be extracted or tiken away to construct am industrial
sogiety, communism would recruit sueplus labour in villages
{or, to be exact, in the collective farms into which sfl villagers
would have aiready been huddled), in accordunee with & plan,
for b in inl or ather activiti

The sort: of work the conscripts will do—the factory or enterprise
1o which they will be assigned —will be chosen for them by the
agents of the almighty state. In other words, communism wounld
use political mpulsm in order 1o achieve muamn: welfare of
the people whereas ds ¥ unes ives in order
o achieve the same mim. Tluu, costs of economic progress will
hutnhpﬂdhumelurld:uuwerympmd

under o & man's own wish

Agly- o 1gly

OF Opinion is irrelevant



Four

Negleet of Villages and Agriculture;
Its Causes

The living standard or the per capita income of the rural sector as
o whole, compared with the urban sector, has greatly detériorated
since 1947, The golfl between the two is now far wider than what
it was at the time when the forcigners lefi our shores,

In arriving at the per capita income of the two sets, we nre
handicapped by the fact thut while the figures of rural und wrban
popalation are available as alsa those of the incomes of agri-
cultural and non-agriculural sectors as 2 whole, figures of income
of the non-agricultural section of the rural population (as also
those of the agricultural section of the urban populstion) are not
forthcoming. So. one will have to content oneself with compiring
the figures of agricultural snd non-agricultural incomes s & whole.
But this will serve our purpose fairly well. For, the agriculturists,
that s, the furmers and agriculiural labourers, together form the
overwhelming percentage of the village and the income of the non-
ayercultirists composed of artisans and sther servants of the village
anciety is governed nlmost wholly by the agricultural income of the
village,

Using the annual figures of sgriculiural population projected on
the hasis of FAD figures for 1950, 1960, and 1970, and the TS0
(Central Stutistical Organization. Go of India) figures of
income one arrives a1 the table given on the next page.

The atritude of the povernment towards the village s reflected
in the discrmination it makes in i af wcinl i
like Bealth, housing, transport, power, and, above all, education
available to the urban and rural areas-discrimination in fivest-
ment in the human factor in the lown and the village. Investment
In social amenities 15, at least, as imporant as dmpury fike




TRENDS IN NET DOMESTIC FRODUCT (NDF) 195051 TOA1974.75
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(AT CONSTANT 1960-f1 PRICES)
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fertili. und i M ‘When the mon behind the
plough is not healthy or adnmtﬂd. he cannot muke efficient use of
these inputs,

As Tor supply of clean drinking water, on the eve of the fifth
plan, while &35 per cent of the urban population had piped water
supply, 1.16 Iakh villages with a population of 61 million did not
have the most clementary water supply system. In 90,000 villages
out of these, there was no water within a radius of one mile.

Not only are the villages starved of encrgy, but there is dis-
crimination in the cost of encrgy alse charged from the furmers as
compared to industries. To take the case of Uttar Pradesh:

Year Actuul ot funte Al coni fuit
Jor iwdicatry S cogrisuliuee
Lint paire) fin paisey
1670-71 e 1578
197172 oo 14,68
197273 1.8 2647
197374 140 29.7%

Further, as against the cost of 14 paise per unit consumed in
industry as b whole and that of 20.75 paise per unit for agriculture
an agreement was recently entered into between the UP Govern-
ment and the firm HINDALCO of the Birfas under which it was
to be supplied 30 megawntts of energy ot the cost of 10,5 paise
per unit, as if aluminium were more intportant than wheat fn our
condition. [t will not be out of place to mention bere that farmerly
the price charged from the Birlas since 1961 stood at 2 paire per
unit only. Moreover, every cultivator who has put up a tube-
well of his own has to pay Rs 180 per WP, per year whether he
actunlly receives any energy o not. This pushes the cost of energy
for the farmer still higher.

Education opens up the mind of & person 2s nothing else dogs
It is now penerally rwosuuul that education rather than befng
an effect of iea condition for it, and this
would also be true for the agriculiural sector. But as in other
spheres; an urban bins i soticesble in education also. Rurl areas
of our country lack in educativnal facilities even of the primary
and the secondary standsrd as compared 1o the urban aress.
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According 10 the census report of 1971, the figures of literacy for
the rursl and urban areas stood at 23.74 and 52.49 per cemt
respectively.

5o far as higher technical education is concerned, o study of the
socio-economic background of students in 12 colleges and insti-
u.uinm of professional training covering six professions, viz.,

ing, law, medicine, and social
work, concluded that “in & country which is still predominantly
rural, the representation of rural students in the selected
professions is 1o the extent of only 13 per cent whereas those from
urban areas are grossly over-represented.”!

Bk groumd Numbee Per cent
Village g1 ] 1!.1‘:!
Town (lew than one lakh) 68 1601
City tong takh or more) ise 824
Mot astermined 8 167

Taw) Fl] 100,00

Less than 2 per cent of the fathers of the students were in blue-
collar occupations; only 11 per cent were in ngriculture; and just
fi per cent were clerks including salesmen. Altogether, only one-
fifth of the fathers were in these theee categories of wark, As
aguinst this, 72 per cent of the fathers were either holding super-
whsory and executive positions in industry and povernment or were
self-employed professionals. As many as 59 per cent of the futhers
were senjor government officers, businessmen or professionals,

In the muin, however, neglect of agriculiure {and, therefore,
of the village) is traceable to the urban origin or urban orientation
of our ruling class. In fact, the ideclogy of u man is largely
poverned by his social origin—the home and sorroundings in
which Be is bom and grows up.

Inasmuch as political leadership of the country is remote from
the néeds of the village, economic policy made by it is to a
Invge extent made consciously or unconsciously for the town,
According 10 Sutish K. Arora, “over the decade of 1962-72, the

"HaMey R, Sharma'y article in Erowomic aed Pobical Weekly,
2% Fobranry 1976,
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20 per cent of India that is urben, contributed slightly more than
hall of all Cabinet Ministers at (he Centre; end of these,
almost twothirds were from cities with over 10,00,000 popula-

tion. The of has incd fairly con-
stant at about 17 per ceat”™

Ministers from the towns sitting in New Delhi coold not
pcmﬂ:ly kuw Iww the villager's mind works and how the village
society fi hile they may have n fntelh
for the rural I‘oik. Ilw}' have no personal knowledge or psycho-
logical appreciation: of the needs, problems, and handicaps
of the furming community. The problem of land is a closed book
tor them.

In the West, the urban complexion of the pelitical leadership or
the adminfstrition is not very material inasmuch as the rural
sector forms a very small part of their economy and also becanse
in some countrics, e.g., the USA, they have laid down as unwritten
riale that the Minister for Agriculture shall be a person who comes
from the agricultural class. Further, famine is not o near threat
there a5 it 15 in Indis.

It would appear from a study® that out of 1,291 1AS officers
in the country at the time only 143 {or 12 per cent) were bosn in
the home of an agriculturist. Passage of time has made Fittle or
no difference in recruitment to this cadre. Tn 1974, the percentage
of agriculturists recruited 1o 1AS rose 10 14, There is no reison to
supposs that the proportion is highes in other services either.

According to a survey conducted by the Union Public Service
Commission, oot of & total of 165 successful candidutes for the
IAS and IFS in 1975, anly 50 were from rirnl arens as & whole,
that is, including both having nericultural or non-agricultural
backgrounds, which means that a young man of urban origin had
muore than nine times the chances of entering the higher services
compared to his compeer from the willages.

On the basis of & comprehensive study of higher civil sorvants
in Indiu, Subtymaniam concluded that & majority (30 per cent or
more) of them came from the urban salaried and professional

#~Social Background of the Tndian Cabinet,” Evowiric amd Pulithen]
Werkdy, Special Number, August 1971,

Aaricle by RK. Trivedl and DUN, Rao in the Jourma! af the Nurthone!
vty af Adminisication, Mussorie, July 1961,
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middle class.t On the other hand, the farmers and agricultural
Iubourers were found 1o be grossly underrepresented in all the
central services, cyen more than the artisans and the indusirial
workers. “These findings are significuns,” points out Boldev
R.Sharma, “not only because of the broad scope of this stody but
also because it deals with central government services that operate
under at least two policy constraints—one which specifies a
recritment quots for members of the economically deprived
Scheduled Castes and Scheduled Tribes snd the other which secks
to establish democratic soctalism in India,"™*

It s in this structure of the bureautracy that one may largely
Ioak for unimaginativeness of government schemes meant for the
welfure, porticularly, of the rural masses and, even If the schemes
are realistic, then, for their failure or half-hearieid implementation.

These is one sinister development in this context. New recruits
1o the higher ranks of services are drivwn in an increasing propor-
tion from the present bureaucracy itself so that the new entrant to
the superior services is affen the scion or 2 member of these very
services, It has already been pointed out that professional students
were typically sons and daughiers of persons holding supervisory
and executive positions in government or industry or self-employed
professionals und businessmen. This means thas the present
bureaucracy is fast developing into o Rereditary caste, and the
doars of the higher echelons of government employment are
virtully closed to the sons of those who are cutside the charmed
circle, particularly the villagers.

This is not to dispute the ability or sincerity of political Jeaders
or admini coming from non-agriculturist families. 1t only
means there is Hitle or no correspondence between the values and
interests of the political leader and the administrator, on the one
hand, and of those whose affairs they are called upon to administer,
on the other, A man’s opinions are, to o great extent, dictated
by the source of income of his family and by his sorroundings.
His parents, his environment, his business, his friends, acquain-
tances and relatives—it is the sum total of these things that deter-
mines a man's outlook on life. Education makes very little

. Sacial B ! af Indis's
Publications Division, Government of Indis, New Delhi, 1971,
Yoonamic amd Polivical Weekly, 18 Febroary 1976
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difference, if uny. to 0 man's outloook and opinion thus formed:
it rather tends to conficm them.
Despite his genuine concern for the plight of the dumb millions
in the countryside, Nehro accepted an industry-based model of
ic growth ded by foreign st Uinlike
Man Tse-tung, he did not develop an independent approach 1o
India’s problems. The explanation js tot far 1o seck: unlike Moo,
Nehru was the product of an urban environment and Western
education.




Five

Industrial Pattern

Man's wants other than food are so numerous and so diverse that
wirtually no limit can be placed on use or consumption of manufic-
tured poods and utilization of social services. Nor is there any
serfous limiting factor in the industry snd service sectors, analogous
to the availshility of land in agriculture which will impede the
realization of incrensing returns. There s, therefore, no limit to
the ameunt of non-agricultural resources and number of opportu-
nities that o developing country like India may need or choose to
create and, thus, no limit to the number of persons who can be
loyed in icultural iony, So that develop

af uge 1 is not only ar @ means of
mwwmmw‘ﬁ‘rwénmwammmfmwhumr.

The question js what kind of industrial pattern we shall adopt
or should have adopted on attai of political independence in
1947. There are two points of view or schools of thought—one
represented by Mahatma Gandhi, the seirgelsr of India's palitical
awakening, and the other by Jawsharlal Nehru, the first Prime
Minister of free India,

Mahotma Gandhi aiwuys ad d the use and
of cottags industries in the country. He said India lived in villages,
not in citles. Villagers were poor because most of them were
underemployed or unemployed, They have 10 be given productive
employment which will 0dd to the wealth of the nation. In the
circumstances of the country which had such vast manpower end
mnﬂvﬂyﬁnhhndmawmnlwu.hemd
it could only be cottage industry, which required little or nominal
capital, that could provide the needed employment and otherwise
answer our needs best, not capital-intensive, mechanized industry
based on the Western model of economic growth which would




Iaddustrind Patters 53

only add to unemployment and concentrate wealth in the hands
of u few, and thus usher in capitalism with all its abuses. The
charkha, the spinning wheel, which is assoclated with his name,
was only representative of il kinds of handicrafls and cottage
imchustry.

Voking his lified for i
through small units, he onice said: “Instead nd‘pmdwunn b,r the
fewest possible hands through the aid of highly complicated
machinery at & particular centre, | would have individual produc-
tion in people’s own homes multiplied by a million of times."

The clear principle that he would have liked India to follow was
that heavy or eapital-intensive industry shall be established only
for production of goods which could not be manufactured other-
wise, and larpe-seale mechanized projects wndertaken only for
purposes which could not be carried out by human labour on
a small or cottage scale, His views are finally summed up as
follows in his own words:

I I can convert the country to my point of view, the social
order of the fulure will be based predominantly on the Charkha
and all it imples. It will include everything that promotes the
well-being of the villagers. [ do visualise electricity, ship-building,
iron works, machine-making and the like existing side by side
with village handicrafis. Bot the order of dependence will be
reversed. Hitherto, the industrialisation has been so planned as
to destroy the villapes and the village crafis. In the state of the
Tuture it will subserve the villages and their crafts; [ do not
share the socialist beliel that cenralization of the neccssaries of
life will conduce to the commaon wellare, that is, when the cen-
tralised industrics are planned and owned by the State!

Ilwllmlﬂhdmﬂkmlhndmhlﬂ in fivvour of the
d of large-scal les. The picture which he had in
mind is best reflected in the speech he made before the National
Development Council in January 1956:

In the mesting of the Standing Committee, . . greater stress was

Lihy the Constricrive Propramme?, published by the Indian Natomal
Compress, Mew Delhi, 1548, p. 19,
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laid on the heavy hi king industry being d,
a4 it was said 10 be the busis of industrial growth. IT you do not
do that, then maturenlly industrinl growth is delayed. There is
mwwhwmhbumhmputrmw that you
should build up your goods & and

by, nid build up something else, therehy getting
some more employment. That, | believe, from the point of view
of planning s a discarded theory completely. OF course, it does
same good here and there; | would not enter into the detadls but
this approach s not & plinned approach at all. If you wanti
India 10 industriafize and to go ahead, as we must, as is ssential,
then you must industrialize and not potter about with old litle
factories producing huir oil &nd the like—it is totally immaterial
what the things are, whether they arc small or big consumer
articles. You must go to the root and the base and build up the
structore of industrinl growth, Thercfore, it is the heavy indis-
tries that count; nothing else counts, excepling as & baluncing
factor, which is, of course, important. We want plinning for
heavy i king industries and heavy i ies, we want
industries that will maiw hesvy machines and we should sat
about them as rapidly as possible because it tnkes time.

In April 1956 the government laid down by way of a formal
resolution, known as the Industrinl Policy Resolution, that in
order 1o realize the objective of “a socialistic patiern of society,”
it is essentinl Yo accelerate the rate of economic growth, speed up
indusirialization, purticulurly develop heavy and machine-making
industries, expand the “public sector,” and build up o hrst and
growing ive sector. The wis died in the
second five-year plan.

Jawaharial Nehru maide his position very clear in his speech
delivered at the meeting of the All-India Congress Committes
hebd in Chandigarh on 28 September 1959, He said: “The primury
thing about an integ  plan wax production and not empl
Employment was important, but it war utterly unimportunt in_ the
comtext of production. It followed production and not preceded
production. And production would only go up by better techwigues
which meant medern methods.”

In the long run, it was assumed by Nehru and his udvisers, the
rate of industrialization and growth of natioonl ecosomy would
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depend on the | ing production of conl, electricity, fron and
steel, heavy machinery, heavy chemicals, and heavy indusiries
generully, which would increase the capacity for capital formation,
It was conceded that heavy industrics required large amounts of
capital and a long gestation perlod but, the argument ran, without
them India would continue importing not only producer goods,
but even essential consumer poods which will hamper accurmuls-
tion of capital within the country, The heavy industries must,
therefore, be expanded speedily. That is why all the five-year pluns
except the first were based on the premise that heavy indnstry was
fundamental to rapid growth, that its expansion largely deter-
mined the pace at which the economy could become self-refiant
and self-generating, and that jt would in turn stimulnte the
growth of medium and small-scale industry, prodocing its com-
poneats and utilizing its products, and thus wltimately provide a
larger employment potential, The strategy governing planning was
to industrialize the country at the earliest and that meant the
basic heavy industries being given the first place,

o FOR CAPIT,

The school of thought, opposed 1o Nehru's views, had pleaded
that the Western model of development which he wanted to copy
required large capital investment per worker which was and is not
practicable in India.
The quantity and quality of land and other natural resources
fixed, with a growing population, income or output per
head will ordinarily rise only if the rate of growth of capital, or
of imp in tech or of both i is not only
greater, but far greater than the rate of growth in population—it
being assumed that the working force s imbued with a desire for
materinl prosperity and works hard to that end. So that it is the
rafe of saving or accumulation of capital, in other words, eapital
formation or the net rate of investment in the sconomy, that is the
primary determinant of economic growth. Saving is the difference
between income and expenditure and may be held in the form of
cash or bank deposits, When these savings are invested, Le. used to
eomstruct & building, a factory or develop a farm, we have capital
i ion. Th ically, capital fo may inchude additions

o stocks,
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Of the two domestic sources of capital available, voluntary
swings and taxes, we arc here concerned only with the first,
Savings are, to stale it in a simple way, the difference between
what one earns and what one cats. In & country with o dense
agrarian economy, where incomes are low and levels of con-
sumption are close Lo the subsistence level, where the bulk of the
aggregate money income of the population is spent on food and
relatively primitive items of clothing and household necessities,
an increass in SAVINgs is 0ol &asy o achieve. Private consumption
ml??l-ﬂwdth:u:h—urmu.ﬂﬂmuumpm;

which amounted to 75 per cent of the gross mational product, the
food items alone accounting for 65 per cent of the consumption
basket. And as bare necessities are met, further increases are
made to popalition so that the supply of necessities must be
constantly expanded. This Jeads to a situation which makes it
Mwmmmmplmanpmmmmqumly

The Planning neaded
WMMrwlmdmmwhuwmhnp:-
lesly awry, The first plan had sssumed an incremental capital
output ratio of 3 to |, Thanks mainly to excellent harvests and the
cutting down of the forest to extend the srea under cultivation
(the loss of timber and the ecological dumuge were, of course,
never fuken into account), the actual ratio turned out 1o be 1.58
to |. For the second plin the planners postulated a ratio of 2310 |
and for the third and fourth plans they expected it to be 262 : |
and 3.36 : | respoctively. All these projections turned out to be
wildly optimistic. The actual ratios proved to be more than twice
a5 high during the second, third, and fourth plans.

Now, assuming that the capital-cutput ratio can be reduced
w0 4:1 in fature, and population growth rate brought down
from the present figure of 2.5 per cent per annum to 2.25, just
o maintain the present standard of living, we need to make an in-
vestment of 9(2.25:< 4) per cet of the national income annually.
So that an increase of | per cent of output per head will require
an additional investment of 13 (Rs 9.0 + Rs 4.0) per cent in all,
and an increase of 2 per cent, an investment of 17 per cent. And cal-
culation by the logarithmic method shows that capital investment
at the rate of 17 per cent will take 5| years to double our present
standard of living! Whereas the ratio of savings to national income
came to § per cent in 1950-51, 6.3 per cont in 1955-56, 3.5 per cent
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in 1960-61, 4.1 per cent in 196566, and 4.8 per cent in 197172,
1t is this hard irrefutable fuct of low rate of swving arising out
of the ratio between our huge population (with its potential
growth], on the one hand, and natural resources, on the other,
wupladvm.h ﬂ‘le d.wquuu:y of our human factor, that advocares

of high capi or heavy have over-
lmhd.’!hi:mahnﬂm those of low capital-iril
decentralized industries, right.

Leaving out tiny territories like Ireland, Pusrto Rico, and
Libyan Arab Republic, with a in mid-1973

of 3,030,000, 2,950.000. and 2,119,000, there are, according to the
Waorld Bank Atlas (1975), only 22 countrics in the world haying a
per capita GNP of more than § 2,000 zach. Now, inasmuch s the
percentage of the working force enpaged in agriculture exceeds a
quarter of the total i the USSR (32) and Poland (38) they cannot
qualify for inclusion in the category of economicully developed
wmdudnpheﬂ:wuukmwmaNF Of the remsining 20

J two, D Republic of y and
Cmchoﬂcmkm were paris of Germany only Sﬂ)wnmundh:ld
attained great economic progress before they were sucked into the
communist camp. So that we are left only with 18 countries whose
mode of economic development has to be studied. OF these, barring
Israel and Switzerland, 16 can be divided into two categories of
cight each, the first, consisting of the Netherlands, Belgium, Japan,
Germany, the United Kingdom or Britain, Haly, Denmark, and
France—countrics which had litte or few natural resources
relative to: population density, but had grabbed colonies and
dependencies, thus making up for lack of resources a1 home
The second category consisted of Aunstria, Norway, Sweden, the
United States of Americs, New Zealund, Finland, Canadu, wnd
Australia—countrics which had comparatively high physical
resources relative to populution density (and, therefore, no need
oF excuse to seize other lands). Their own résotrces produced not
orily raw materials that fed the factorles, but alvo food in quami-
ties that left @ surplus over rural requirements, to feed indusirial
workers and those engaged in capital formation,

None of the other countriés, including the USSR (with o per
capita mm product nr ! J.IJ:D anly), can be reparded as fully
i, All of them excepting
Korea, l’ll:hun,ﬁgylm,md India enjoy the acdvantage of a high
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land o natural resources-man ritio, yet they have not been able
to make the grade: they have not reached the height of living
standard or per capita income justificd by their natural resources.
The main reason lies ultimately in the disquality of their human
factor us contrasted with the quality of the human factor in deve-
Ioped countries (which, inter afia, led to some of them acquiring
fioreign territories). There is vet another reason in the cuse of the
USSR, viz., the release of workers from its agriculture is hampered
because of low productivity of the collective farms into which the
peasaniry wus forced by the communists against its will. The four
countries immediately mentioned above suffer both from paucity
of resources and disquality of their people. Though not yet an
advanced country, Korea has, however, made good progress

recently.
The opp ities that were availabls to the ad d i
like the Netherlands and others (included in the first category

mentioned above} are not available 1 Indis. Ethics of the mutter
apart, there are no colonies or dependencies to exploit, any longer.
We have arrived on the world stage at a point of time when people
and the resotrces of other lands cannot passibly be exploited.
Alsa, all underdeveloped countries are trying to make up lecway
40 that sson there will be left few or no external markets to exploit
or to bay our industrial goods.

Perhaps, the Western pith of development would have been
open to India if it had begun to industrialize in earnest a hundred
years ago when the combi lation of the i wis
no more than 200 million, the death rate was high and the rate of
population growth less than half a per cent par year, and industry
jtself was not, by today's standards, very capital-intznsive, But
today it is decisively closed. We cannot spare or accumulate
capital 1o the extent that heavy industry requires nor can heavy
industry find employ for the hoge I that India
carries today.

Obviously, the USSR does not offer an example which India
could usafully imitate; in given circumstances, communism is far
less. efficient than capitalism in raising production. Nor is there
any question of taking leasons from China either, If under the
sign of communism, the USSR could not significantly ruise the
living standard of its people despite its vast resources, China with
comparatively little resources could not possibly. hope to do so.
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Although no rellable information is avaliable, yet if it is o success.
sory in comparison with India or if its people are better fed and
clothed than Indians, then, one of the reasons may be that it has
taken mare than & leal from Gandhi's teachings. Various reports
from unimpeachable sources indicate that not only had Mao Tse-
tung given fiest priority to agriculture since 1962, but had relied
more on human labour and decentralized labour-intensive enter-
prises in building his country than on large-scale, mechanized
projects und industries. Thits, we arrive at the irrefutable conclu-
wion that capital in m messure required for o capital-intensive
ueructure in Indin cannot be had, at least, rapidly through domes-
tic savings, whether urider a demosratic or communist set-up.
wits  source of capital, however, 10 which we could look

for nssi viz, the i W market, The justification for
this course has been spelt cut by Western economists, Ranger
Murske and Arthur Lewis among them. Poor countries are canght
in o vicious circle; because their incomes were low, savings were
low, because savings were low investment was low because invest-
ment was fow productivity was low, beciuse productivity was low
incomes were kow, So, Fadia could not and, for that reason, no poor
country could raise itsell in o reasonable perind by its own boot-
straps. The vicious circle, i was argeed, in which the country
finds itself caught, could not be hroken—Indin’s substantial
development could not proceed withoa! massive foreign aid.

Nehru fell in for these arguments despite the advice of many
an economist and well-wisher of the country 1o the contrary.
There was another course open, viz., us advised by the Mahatma,
ta baild up the couniry slowly and patiently from below on the
strength of its own resources. But Nehrio would net listen. His
heart was bent upon establishment of an industrial strociure on
the fines of the LSA and the USSR and, to that end, he decided to
g0 hnmmer and tongs, both for foreign capital and foreign techno-
logy as also to divert all possible domestic resources to heavy
industry even at the cost of food, water, clothing, housing, educa-
tion, and bealth,




Six

Socialism and Mixed Economy

Being staunch belisvers in democracy ms adumbrated in the
‘Westeen lterature and, at the same time, Fascinated by the goals
of the Russian Revolution, u lurge section of Indian political
leadership dreamt of 4 politico-economic order under which
not only nobody would be exploited but evervbody would be
afforded an ity for self- dream which
provided both for democratic l'me:.ium wnd economic equality
consistent with rapid economic growth. So, influenced largely
by Nehru, they plumped for a compromise between socialism and
capitilism—a “mited" economy in which material resources of
the mution would be owned and worked parily by the stite and
partly by citizens, in other words, where the private and the
public sector would co-exist.  That is why, perhaps, big business.
mien also ¢an aflord to believe in or even propound “socialism”
s u practical palicy goal in India

At its Bhubaneshwar Session in January 1964, the Congress
Party defined iis objective a5 n “socialist state based on parfia-
mentury démocracy.” As every public man in India knows, the
hare of sociatism was formally smrted ai the Avadi Session of the
Congress in January 1955, but the Congress Jeaders do not yet
sesm to know what exactly they have in mind. Nehru himself,
through all his years of office, was never nble to indicate the precise
path atong which he would lead the country to the ohjective which
he had set before it.

In view of the need to concilinte public opinion, the New
(.nnp:n {led by Prime Minister Indira Gandhi} mode n categori-
cal ion in its election ifesto issued in January 197]—
subject to measures which will serve to prevent concentration of
economic power and wealth in a few hands, *it has no intention
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of abolishing the institution of private property.” On the other
hand, in order to emphasize the “socialist character of her
policies, she declared a year faier in Bhubaneshwar that “the
thinking of the Communists and the Congress was the same in
domestic amd forelgn policles.”™

Faced, however, by criticism of the working of the public
sector, she declared af public functions, time and again, that
socinlism did not mean nationalization of all industries and that
the government woald nationalize an industry only when it was
essential, In Gandhinagar (Gujarat) on 9 and 10 October 1972,
ﬁemmpnnndwhwmhddﬂnmﬂhmmupmpulltmt
“nutionalization by itself was a socialistic step.™

‘Whereas, while Gandhi was clear in his mind that the minimom
number of large-scale projects or indusiries that are inevitable
must be either owned or controlied by the state, He said:

What [ would personafly prefer would be not centralization of
power in the hands of the stute but un extension of the sense of
trusteeship 85 in my opinion the vielence of private ownership
is less injurions than the violence of the state. However, if it is
unavoidable I would support o minimum of state ownership.®

What Gandhi thooght of socialism as a system where proparty
is vwmed by the state will be clear from the fact thit he had warned
the country mgainst the state developing inte o leviathan:

Self-government meins & effort 1o be i d
of Government control whether it is foreign Government or
whether it is national. Swarafye Government will be a sorry
affair if the people look up to it for the regulation of every
details of life.

A nation that runs jts afairs smoothly and effectively without
rmwuch state interference is truly democratic. Where such condi-
tion is absent, the form of Government is democratic only in
e

I look upon un incresse in the power of the state with the
greatest fear because although while apparently doing good by

UTimen af Pt 10 February 1974
= An Intorvigw with Gandbi 11,7 Maodvm Revlew, October 1933,
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minimising exploitation, it does the greatest harm by destroying
individuality which lies at the root of all progress.

Planning from the top down, which socislism necessarily
involves, undermines fresdom becamse it requires people to obey
orders rather than pursue their own judgment. Further, it is
inefficient becawse it makes impossible the use of the detniled
knowledge stored among millions of individuals. Whercas plan-
ning from the bottom up, which the cconomy of Gandhi's concep-
tion implied, enfists the inlcrests of each in promoting the well-
being of all and, thus, subserves (nie democracy.

PUBLIC SECTOR

The demand for public ownership of factories and other means of
production in mid-nineteenth century in pursuit of socialism was
raised mainly in order to put an end to the exploitation of workers
who passessed no right to vote, no right to strike, no right to form
un association, and no sufeguard a1 all against arbitrary dismissal.
Alsa, it was thought, public ownership of the factety will raise the
aratus of the workers and usher ina more democratic and egali-
tarian society than the one ut present. Further, o factory will he
sdministered more efficiently once it was operated by the state
for public good than previously when it was monaged by a
capitalist in his own interest.

Now, so far as the first objective was concerned, it is no longer
relevent. The praphecy of Karl Marx regarding increasing profesa-
rization af the fndusteicd workers has notr eome true. Whatever olse
may have or muy not have overtaken the conventional working
class in the capitalist countries, liberal capitalism has been uble to
afford & fAow of consumer goods so substantisl and steady as to
condign conditions of popular poverty to the limbo of on age as
different to the present as the one that upheld the divine right of
kings.

Abolition of private property alone, which the public sector or
socinlism implied, could not possibly lead to an end of the
exploitation of workers. The problem of checking the bureaucracy
remained and, becanse human conduct s involved, it shows Jittle
or no signs of solation. If labour relations in many of the big
public projects in the country are so messy, it s because the
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hierarchy of bureaucratic power is far too remote from the
worker, The hope that the g by its ideal
would sct as & model for the private sector has been completely
helied.

Public ownership or nationalization has not given the worker
2 new status por has it besn accompanied by a strengthening of
the workers identification with the plant or with the job to be
done. Even with the support of powerful trade unions in all the

ionalized industries, the individual i 1o feel
that he has no real control over most of the circumstances of his
working life, and has merely been transferred from one set of
bosses to another.

As regards bringing about & maore egalitarian society and the
curbing of private monopalies which was sought to be achieved
through public ownership, it was discoversd that the objective
could be achieved by other methods, such as taxation, price
control, quality requirements, social legistation like old age pen-
sions, sickness benefits, and the countervailing power of trade
unions, In the UK and the USA the gap between the rich and the
poor has been greatly narrowed during the last guarter of 2
century by resorting to thess methods, Whereas in India where
60 per cent of the indusirial capacity is now owned by the state,
the gap has greatly widened,

As on 31 March 1976 there were 140 centrul  government
public undestakings, OF these elght ure under construction, scven
are i jons, three ase registered under Section 25
of the Company's Act. 42 are servl and the i
79 are engaged in production. The sumber of such units and the
grawth of investment in them since the commencement vf the
first five-yenr plan is shown in the table below:

Perivd Total Ne of
vestment ity
(R avares)
! 2 3
Al the commencoment of the first Fh_l\ b
Al the conmancement of the second plan a“ 2
At the commencement of the thizd plan i3 LL

AL the end of the third plan (1s on 31 March
1964 2415 ]




1 2 3
As on 3 March 1967 2341 '.I".‘
As on 3 March 1968 338 L 5]
As on ¥ March 1969 3,902 s
As on 31 March 1970 4,301 n
As on 31 March 1§71 4,652 L 1
As on 31 March 1972 -3 10
As on 31 March 1973 571 ]
As on 3 March 1974 6237 [ i
A on 31 March 1975 7,261 129
Ason 31 March 1576 5913 129

As on March 1976 the invesiment on stateowned public
undertakings stood at Rs £973 crores—nearly half of the country's
total investment in organized industry. If the amount outstanding
{Rs 2,023 crores) under the cash credit arrangements is inchided,
the amount would swell o Rs 10,996 crores. Out of this, the
Steel Authority of Indis, Hindustan Steel Eimited, and Bokaro
Steed Limited accounted for an investment of around Rs 2,570
crores. This constituted about 28.6 per cent of total investment in
the public sector. OF this, a little over Rs 2,300 crores wus
secounted For by Hindustan Steel and Bokaro including Rs 872

crores during the fourth plan period.

Corrupt idle ities, and  ineffic have
impinged dlmctly on mlf.! of Ihe public sector und, hence, on its
returns, A 1 part of the i which may vary

from 20 o 40 per cent, depending on the projects and the parties
concerned, shown in the account books, gets converted into
private incomes vin corrupt payments  Actusl mvestments,
therefore, are jess than those shown in the ledgers, by the amount
of the corrupt payments of what are called “hck—lm:k." Second,
pitrt of the actoal i ie. the il after
conversion of a porunn into corrupt plmmu, pets immohilized
in idie d ities, While thess i remain
idie, the investment mmmes they embody are & waste. Third,
witstiages of raw I ies, over-staffing. i

of plant and equi ete., have impinged adverse-
Iy on costs, quality, and the quantom of output. With the result
thae the value added per unit of fixed capital investment in the
puhlic sector factories is the | it iath of that in the pri
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sector factories, Figures shown in columns 2 and 3 of the follow-
ing tabls have been taken from the Government of India publica-
tion, Ammual Survey of Indistries, 1970:

Trpe af ownership Fixed Vi Value
capiral per  added per  gdded capi-
wmplaywe  emplovee  tal iuveii-

meni
R1) RN (Col 3fCal 2y
1  § 3 4
Publlc Sectist 45913 6146 0125
Joint Sector 27490 7592 0,276
Priviite Sectar 9256 637 0,746

All Sectary 19656 6762 0344




Seven

Foreign Loans and Collaboration

Establishment of heavy industry in the public sector, coupled
with nationalization of existing private industry, had led 10 an
pnconscionable burden of forcign debt. At the time of India’s
independence Britain had left behind gold, cain, and bullion worth
R 1,810 crores in the Reserve Bank plus Rs 1,733 crores of sterling
balances, Rs 423 crores of repatriation pre-war debt, and Rs 115
erores in the Empire Dollsr Pool—a sum of Rs 3432 crores in
all. But today although the volume of exports has gone up and
ramittances of upkesp on foreign rulers have almost ceased, India
has become, since independence, a topmost debtor country,

In 1972 the external debt constituted 202 per cent of our
naticnal income—the highest of any country for which figures
are wvailable.

By 1950-31 all the money left to our credit by the British had
been squandered, und we came to owe a debt of Rs 32 crores to
foreign countries. As the table on the facing page will show, the
external assistance that we sovght and secured during the period
1951-76 amounted to Rs 17,654.6 crores, of which 7.3 per cent or
4 sum of Rs 1,288.8 crores constitited outright grant. It most be
noted that the amount of Rs 17,6546 crores is exclusive of the
loan of two million tonnes of wheat from the USSR in 1972-73,
credit secured for financing a part of the oil imports from Iran,
and a huoge sum of PL-480 debt—Rs [ 664 crores which was
written off by the USA in 1974, Out of this huge total, a sum
of Rs 5,425.6 croves had beon paid off 1o the creditors by March
1976—Rs 3,435.8 crores towards principal and Rs 1,989.8 crores
towards inferest. During 1976-77, the amount of external debt
servicing {mot shown in the table) stood at Rs 760.7 crores—
taking the total to Rs 6,186.3 crores.



TOTAL EXTERNAL ASSISTANCE, SHARE OF GRANTS, DERTS
SERVICING CHARGES, AND NET INFLOW OF ASSISTANCE

Un croves af rapeesh

Period Tond® Shoee of  Torsl  Net inflow

external grovta e debtser-  of anin
wssistance  fotal wicing tammee

menistance | Ammrtize.
w4
interest
puymentsyt

Up to first plan MYT M3 13 2039
During seeonid phin (1956.61) 22924 nz2 1194 pififed
Diringg thivd plan (1967-66) 4510 L LA 398E4
196667 11314 LN 745 8369
190768 11956 51 330 B624
196869 02,6 12 750 26
1540-70 HS63 10 4125 408
1970-71 e 53 4500 3a1s
n-n LLiNE 61 4793 3548
-1 6661 18 074 1388
T3 999.3 24 5958 4005
1974-75 1317.4 0 260 T4
1975-76 1835.0 154 EREY uny
ToTaL 17654.6 13 S258 2290

Sovnce: Ecomomic Suryey, 197677, Tables 7.4 and 7.6, pp. 114 and 1146,

*Amount cxpressed in forcign currcncie have been converied into
rupess At the post-devaluation rare of exhange (§ 1 = Rs 7.90) up to
1970-71, Far 1571-72, pre-May 1971 exchange rates have been rewined For
conversion into rupess, For 1972-73, the rupeo figures have been derived an
the basis of the cenaral rates which prevailed following the currency Tealign-
ment of Blecember 1971, For 1973-74, this quarterly ayerage of the sxchange
rate of the rupee with individual donar curroncy has been applied to the
quarterly datn in respect of uiiloailon for arviving at the equivalent
rupee figures, For 1974-75, willizstion fgures have besn worked oat ot
current rates which is the monihly avernge exchange rate of the rupes with
individual donor currencivs. Ullization lunh:l for 1973-76 are based on
nunmhllyrnnofunmm with the donor currency on the rmpective

fmwm:uwmhrmmum
through expors of goods. Conversions in rupes are st the pre-devaluation
rate of exchange (§ T=Rs 4.7619) for the fisst three plans and at the poit-
deviluntion rate of exchange (§ 1 = R4 7.50) for the subséquent years up to
1870-T1. For 1971-T2, pre-May 1971 axchange rites have been retained for
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COLLANORATION

Besides incurring loans, it was argued by some economists, there
was naother way of utilizing forcien capitaf, viz, of attracting
private investors who may themselves prefer to purticipate in the
esteblishments of plants and fuctories in India. In addition to
providing employment such factories will make availshle the
technical know-how and managerial skills that we do not possess,
At the same time, no question of repayment of capital and its
intorest will arise, nor any question of political strings being
uttnched. So, forcign investment has been unabashedly invited
in the name of “collsboration.™

Aus has already been pointed out, however, Nehru, the worship-
per ot the shrine of modern industry, went afi out for forcign
capital, whather in the form of loans or in the form of investment
in India by foreign capitalists. And the apprehensions that were
voied at the time have come true. Foreign collaborntion has
simply turned out to be another name for loot of India’s financial
Tesources.

©On 29 Augost 1975, R. 5. Bhat, Chairman of the India Invest-
ment Centre, boasted at a press conference in New Delhi that
several foreign firms had told him that the guidelines eashrining
government’s policy in this regard were “fair and reasonable” and
“ne other country m the world permitted foreign firms to have an
equity share of as much as 74 per cent,”

As a tesult of this policy foreign investors who were prepared
to pack up on the advent of political independence in the country
decidest to stay, and the smount of foreign investment rose from
Rs 260 crores in 1948 to Rs 1,611.8 crores in March 1969, and to
Rs 1,816.3 crores in 1973, This, despite the fact that we viere

supposed to have wrested i d from the exploi
it upess of iration pryments; but central rates have
besn used for compiting the rupec equivident of interest payments effeciod

between 30 December 1971 and 31 March 1972, For 1972-73, contral rales
have been used. Far 1973-74 the quarterly avesage of the exchange rate of
the rupes with individusl donor cutrency hes betn applisd for arriving at
the equivalent of rupes ligares. For arriving at the ripes cquivilent of repay-
menis of principal pnd interest frum 1974-75 anwards actual daily
rates of rupee with the mdividun! denoe currency applicable on the
Tespestive dates have been used.
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of the British imperiafists and given fresdom to our people. It
wwdmmdqr“huu anlr:ne!mln exploiter but severnl
who have i i their over the last
twenty-five years. The ma: of private foreign invesiment are
a5 under;

FOREIGN INVESTMENT IN INDIA:
DiSTRIBUTION COUNTRYWISE

(T milfignr of rupees)
Ar ar the o of Mach

Cammiry I9sn 1m0 BT n o
5 2 3 i ¥
UK 6,367 K175 641D 6496
USA 433 4,567 4848 5087
Wt Germany
(FRG) 1,040 1,185 1,367 1,562
Rraly 734 s 4D ki
Bl ] 547 453
Switzerland 3 463 464 455
France 260 a8y 485 4T
Canads 185 136 280 108
Sweden 186 195 2 205
Other countries 766 LIS 1 L
Internutional {nsel-
Lutlons W8 12 e sof 10
Totai 16193 16409 1676 ITS3T IRdER

Soumer: Reserve Homk of India Balletin, May 1976,

The total amount of remittunces made abroad by foreign
companics from India, in their various forms in 197273, stood at
‘Rs B8.88 crores, as can be seen from the following tble:

tIn millivws of rupees)

Head reE a2
Profit s34 1554
Dividends. 387 1908
Royalties &6 713
Technical know-how 1350 iy
Interest payment by private sector m3 1560

Torat w00 B8RS
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The Public Undertakings Committee kas also found that the
public sector ings have been i i entering
into foreign technical collaboration in sphie of the fact that
the required technology is availshle in Indis In their 89th

hldmedmlfmmdhhnmjm!wmmmphmwbm
the Bharat Heary Plate and Vessels, Visakhapatnam, had the
necessary know-how. Texmaco, Calcutta, had a foreign collabora-
tion for industrial boilers when BHEL, Trichi, had the necessary
know-how. The instances can be multiphied, but those already
quMmMMWlnwmfm
collaborations have been obtained in India.

The people of India may be surprised to know that forcign
mmmumﬂyuhmsmm&dr
capacity of 25 per cent. They should not be therefore surprised if
an establishes that some of the political hig-wigs are co-
sharers in the loot of their beloved country.

Tuduj.ﬁhmnllﬁpwrnﬁmlndhilmwm
on the rich not merely for developmental assistumce but
also for technology. With foreign capital came foreign technology.
When you invite 2 blind person to dinner you have to make
preparations for two. The two were inscparable. Tn fact, the two
were knowingly invited. In addition to capit, availability of
fareign technology was the main resson behind the policy of
“collahoration." There was no public speech in which Nehru did
mmwm'nmm“mm"wmm.nnningm

sec that the “advanced™ isted not in
per unit of land or capital investment but per warker employed or
per leading to wide di in !

ment, and concentration of cconomic power—the very |lis which
our founding fathers had wanted 1o eradicate, and szid so in the
Constitution.

Addressing the annual session of the Indinn National Committes
of the | jonsl Chamber of C: {1CC) it New Delhi
an 25 November 1976, Y. B, Chavan, Union Minister for External
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Alluirs, confessed that “foreign investment also brought with it o
nmmmmnwm-ummmymm
the needs of lab pl whese the effort
mwldh:wmniumupn] lmm“limube
remembered that it was Chavan himself who had on the floor of
the Lok Sabha supported the policy of importing private foreign
capital with a view to “bridging the technological gap™ in the
country. Be it as it may, possessing neither capital to the required
degres nor technological knowledge to the required standard, we
mmﬂnhmmﬂnd‘mgmhdulﬁn;enmhm
for of our nation has, thus,
now become tragically dapendut on foreign cupital, foreign
hinery, and foreign technol
Onmm.hrmd.dwvmlhmmphofuﬂmudhm
China has stroggled against impossible odds for the last 16 years.
that is, since the USSR recalled it technicians from China, to
shun foreign models and foreign aid and find indigenous solutions
to their problems. So far us Japan is concerned, it has been import-
ing foreign technology only when inevitable, but not foreign
equity capital or ding to Japaness
“this has had the effect of encournging the development of local
hip and hes p d the fi of “foreign
enclaves’ in the economy, which is often the case in the under-
developed countries.”




Eight

Private Sector and Concentration of
Economic Power

In pursuance of a directive principle contained in the Constito-
tion, Indisn National Congress pledged itselfl by way of
its manifesto issued on the occasion of the Lok Sabha elections in
March 1971 “to prevent concentration of economic power nnd
Mmmnﬁwhm;uwhkmmmdwmw
mmd-umum nnt.nameﬁmsphuu,lhgpwm

P in official di have been totally and
conspicucusly flouted by the course of  objective development,
Thanks to heavy industry, ion of wealth and

power has been growing by leaps and bounds from year to year,
During the period of ten years of Indira Gandhi's rule, the total
assets of 20 top groups increased by 120 per cent—from
Rs 2,335 crores in 1966 to Rs 5,111 crores in 197576,

In an article, “How Big is India's Big Business?" (Nhutroted
Weekly of India, 18 September 1977) A.N. Oza has made an
uuellenlmdyarmwuhmﬂ:elhuammt,m&wf
is taken from this articie.

In 1966, the houss of Birlas lled as many as 290
udTm:?ﬂmunbn.lhngmhdunduthzmanm
panics. S o4
Mafatlals had 34 companies under their control and Thapars,
LK. (Singhania), Shri Ram, and Sahu Jain controlled 59, 47, 36,
and 29 companies respectively. In all, the top 20 hig business
houses—each controlling assets worth more than Rs 35 crores—
had at least a thowsand companies under their control in 1966,

The accompanying table gives the data reluting to the size and
growth of the largest big business houses from 1951 to 1975 in
terms of their total (net) assets. The sources of these data are also




SIZE AND GROWTH OF BIG BUSINESS OROUPS: TOTAL ASSETS

(I eraves of rupeer)
1951 1938 1963 1966 w1 17576

(REH. (REH. (sic GLPIC  (Deptt. of  (Eeowomic  of increase tagpe  of
Repart)  Report) Reporiy Repoer) Cam. Timex) Between  increase
Affiirs) 1963 and  betwaert
i lm!-d

1 2 3 4 3 ] 7 ] ]
Tata 116 03 41801} S08(1) BLB(1) a75(2) %6 -2
Rirla 143 204 MM AsE2) T 106501 139 463
Matasisl (5] 25 A416) 83T Z3503) 28400 an 9
Murtin Burn 4 1] 13003 1533 173(4) S 15 —
Bangur 0 54 TB(5) 1044 149(5) 196(T) ol “o
Thapar 16 a1 THT) (%) 145(6) 204(E) o L
LET - = 3719 S0} 1397 Wi 2 243
ALC. n # TG GH) 1208} 16912y o 213
Shel Rim 12 x 412y Tal 126(0) 1H7(8) 133 154
J.K. Singhania E1] k) 4810} 1 FE L] 23444 102 L3N]
Surajmull Nagarmull - = RI4) 948 11y =1 4 —
Walchand i3 0 5511 B 10312 13807 LH 389



i : ¥ 4 ] L] T ] &

Sarablai - - AM17) 18 Ltk 183i%) 126 400
Kilhick -— = 208 ELED) -— 1IXI6 - L
Macnsil BarryBinny - - 0w misn LEiEi - ] -
Kirloakar a & 1R 4321 K15 1y A0 A
Tuza) - — 0y 08 N.A. 143(13) - LIRS
Bahy Jain 130 o L] 014 (16 - i —
Seludia 5 4 Lt wsm S0(IT) 275 7 0.9
Hisd Heblgers M L L (i B3ies) - a -
Larsen and Toubeo - — - —- - 114019} - 1080
Gaenka - — AN Lk 1] 91 - L -
Kausturbhal Lalbhai k] 2 2411 SI(18) Tl T0%{20) 124 3
Modi - — 138 L] - 11618 — Y]
TV, Sundarsm Iyengar - - 22027 4412 ) - 286 -
Mahindra 1 12 233} 826 T a4y 260 ™I
Parry - - 123 4224 Toa) 1481y 463 n2
Towsl of wop 20 groupa 648 1,2 1,623 2.9 1,668 s wey 453
Tatal of top 10 groups Lo 1250 1367 175 27 anr lmoe LLS]

MIC = Monopolies Inguiry Commission, [LPICws Industrial Licensing Policy Inguiry Committse. RK.H. =R K. Hamari.
Figures in bruckess indicate rank,
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indicated. These dats are welf-explanatory and need mot be

here.

However, to understand them, the following points should be
noted. The business houses selected for this table are those thar
‘were the fargest 23 in 1971 Data for earlier years, therefore, also
include some business houses which wers not among the largest
20 in those years. Second, the Hazarl data for 1951 relate only to
the public companies. Lastly, the accuracy of the Economic Timer
data relating to 1972-7 and 197576 cannot be vouched for.
For example, they do not include dats for the Soorajmull Nagar-
mall group which ranked eleventh in 1971.

DEGREE OF CONCENTRATION

The figures in brackets in each column of the table indicate the
rank of ecach house in that year sccording to size, From this
ranking, onc can notice the degree of vertical mobility among
these houses. For imstance, Mafatla! ranked sixteenth in 1963 but
shot up to the third position in 1971. Kirloskar, whose rank was
36 in 1963, grew fast encugh to become the fificenth largest in
1971. On the other hand, Soomjmull Magarmull went down in
mllkﬂnthhlmmllmhnls‘n.

The i of large foreign comp asa of
Indian big business can be realized from the fact that, among the
largest companies in India, sbout 20 to 25 are foreign companics.
Their aggregaie total assets were equal 1o 15 to 20 per cent of the
aggregate total asseis of the top 20 business groups. Besides, two
aof the top 25 big business houses—ICT and Parry—have very closs
fareign connections. The aggregate total assets of the lurgest 20
forcign companies have increased by 138 per cent during the last
decade.

SPECIAL FAVOLURS

The Dutt Committes Report shows that the 20 big business houses
secured a disproportionately large share both in the number of
ficences issued and the value of investment licensed. The share of
the top 20 houses in the aumbes of licences issued was 20 per cent
but in the amount of investment licensed, their share was 41
per cent. Also, whereas only 20 per cent of the applications from
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20 big houses were rejected, the proportion of rejection of the non-
big house applications was 66 per cent.

In the matter of issuing licences the big houses are also shown
special favours in many ways. These are: () Early intimation.
Parficular parties are intimated nnd spproached in advince abomt
certain projects and ssked to spply nccordingly afier it is already
approved (e.g., aluminium project of Birlas). (i) Lifting of *“ban™
on the licensing of new capacity for particular products 1o suit
particular applicants, mainly belonging 1o big houses (e.g.,
calcium carbide project of Shei Ram). (i) Expeditious disposal,
While most applications take months and vears for final decision,
applications of certain favoured parties are disposed of at great
speed under definite instructions *from above." A classic example
of this is the application from a foreign party (Pure Drinks) for
production of soft drinks which was granted a licence within
Just one day. (1v) Inadeguate scrutiny. Licences were granted 1o
«certain big houses for certain products without adequate scrutiny
(eg., Tayon project of Hirlas, superphosphate project of Kastur-
blia). (v) “On File’ decsions, that is; decisions outside the normal

{ the Licensing Committee. Abogt jong from
‘big howses were favournbly decided in this way (e.g., wire products
project of Bangur).

SHUTTING OUT RIVALS

More important than the cases of favournble treatment is the
fact that the big business houscs have turned the licensing restric-
tion on private investment to their advantage by pre-empting and
foreclosing licensable capacity snd shutting out their less privi-
leged competitors who do not possess the advantage of size. They
have achieved this porpose by making multiple and repetitive
applications for the same product and by the non-inplementation
of licences granted to them for an unduly long period. The first
method ensures that they have grester chances of receiving a
liconce: than those who make only one application for a particubar
product. The second method ensures that once they have obtained
o ficence, fill the time they & it, the other i

spplicants would be rejected on the ground of “no scope”
Even Tatas, who consider themeelves “different” from other big
houses, had not completed the implementation of about six
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licences for a period of three to more than six years. The big
howses also foreclose entry of new producers by creating cupacity
in excess of capacity ficensed to them (e.g., out of 25 licensees
producing more than double the ficensed capacity, two belonged
to Birlas and two to Tatas).
Most people are carried away by the much-publicized *“contri-

bulim"orlug houses and foreign companies to Indin’s industrial

| But before P this claim, one must bear in

The Lion's Share

The big business houses have made no noticenble effort to deve-
lop indigenous technology despite the vast human and other
resources at their command, In good measure, their growth is
dependent wpon import of foreign technelogy and capital, Between
1956 und 1968, ncarly 25 per cent of the foreign coilaborations
approved related to the top 20 houses and their share in the import
of capital goods approved was 40 percent. Thereafier, the growth
of foreign collaborations has increased more rapidly and mamy
of them have been linked with big business houses, Foreign capi-
talists prefer big houses and the lntter prefer collaboration with
foreigners. In almost every new or modern infrastructural industry
that they have entered, they have done 5o with the help of foreign
capital und technology. Nearly 40 per cent of their investment
proposals approved involved foreign collaboration and, according
1o Hazari, the import component of their investment was about
60 per cent., Secondly, big business has also made little effort to
raise capital on its own for the large projects that it has set up.
At least 50 per cent of its project cott is finnnced by public sector
financial institutions. The lion's share of the flow of institutional
finance has gone to the big business houses, In this respect, too,
they have an edge over their small and medium-sized rivals,

Authoritarian Politicy
Tn the light of all this, it is not at all surprising that big business
the mewspapers they control—went out of their wiy to
support Mrs Gundhi during the emergency. They very well knew
that the emergency would greatly enhance the advintages they
already enjoyed. It meant that there would be no Parlisment and
no Oppesition MPs 1o hamper or pry into their contacts with the



i India's Ecomomic Palicy

Hmmmhmmmwwuwm
their profits and irritate their loyal managers. And, if Mrs Gandhi
was going to confer ull these benefits on them in the name of the
down-trodden snd democracy, they surely had mothing to lose
but a lot to gain by the emergency. To them, the gains of the emer-
gency far exceeded the sacrifice of & few of their brethren like
Goenka ar Viren Shah. After all, the iaterests of a few recalcitrant
individuals could not be allowed to transcend the interesis of big
business ss a cluss.

Historically speaking, in Germany as well as in Japan, big
s ik & in & : s 4

Even in the USA, the “greatest” democracy, big business support-
ed Nixon in his suthoritarian polities. Not for nothing did Eisen-
hower wamn his people about the dangers of the “military-indus-
trial comples.” The role of the big business in India during the
emergency shows that il is no exception to this rule,
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Dual Economy

Thhvyuwhmhm,.uhﬂhhlhm
mwﬂnmhﬁ:w.hu-mwm:dulw
with small enclaves of prosperity in & hinterland of poverty,
unemployment, and stagnation, It had led to concentration of
mﬁnmmmmnmﬂmwm

yed and d, 1o p at the bottom.
Despite their profession of garibi hatas, the policies of the then

millions starve for want of a morsel of bread. True, & wide gulf
between the rich and the poor has cuisted in India through the
centuries bat, instead of ing down, it has with
the advent of independence a quarter of a century ago,

and percolation, over time, of the benefits of & high rate of growth
of GNP to all strata of soclety, is as unsound in theory as it has -
proved unworkable in practice. Adoption of capital-intensive
techniques in & country with surfieit of lnbour was bound to resalt,
and has resulted, in & dual economy—a few islands of prosperity
which cities signify are surrounded by o vast ses of misery in the
form of stums and villages.

The reasons are simple and not far to seek. First, because of
the skills needed 10 run the large and technologically complex
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high wages. Second,
the mmmplht—muu:m the investment, the smatler s the labour
force employed and the higher its productivity, Their small
numbers and concentration in & small area make it easy for the
workers to band topether and demand a large share of the pro-
ducts. Employers, whether the state or a citizen, can afford to
raise wages because of the high productivity of such enterprises
s well as the heavy penalty that they will have to pay, in terms of
output foregone, for any stoppage of work.

‘The inequity of wage by hat unrea-
listic wribunal awards, become apparent if the earnings in industry
and elsewhere were compared. A sweeper in an organfzed industry
received a monthly wage of Rs 400, a driver Rs 1,200, and a cleck
between Rs 750 and R 900. Against this, the monthly salary of
# double graduate started around Rs 450 and a qualified university
teacher earned Rs 650 a month,

A survey has shown that industrial workers in Bombay and
other cities in the lower category earn Rs 360 to Rs 1,400 per
month. A truck driver in a lorge-scale industry today eamns
considerably mare than a college lecturer, The total monthly
emoluments of a peon ins government-owned commercial hank
may vary from Rs 450 10 Rs 600 per month and of 2 clerk
from Rs 550 to Rs 1,300 per month,

Thm:lsnaeaﬂlu;uulhmplmdnmmlﬂamuarchu
111 and Class TV in the Life ion of
mleAmallvnmnmmpmm mDA.
ot the rate of 162 per cent of their basic pay and Class IV employess
atth:t:!:nfﬂﬁp:rmlufthmhﬂ:m For the purpose of
showing the salaries of
GmlnmrmlnﬂaaulllmploymnhbeLlCunnIAum
1977 at common pay ranges i given on the facing page.

Government services did not lag behind. The arguments that
applied to industrial workers and employees of public enterprises,
applied to them also, Further, they had a large sy in the result of
clections. So they also raised their voice and were promptly heard,
Salary increases and dearness allowances followed yearly and
even quarterly.

With the backing of the powerful assistance of contral and state
povernment employees and powerful trude unions respectively,
the white-collar and the ial workers have
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Claxy 11T it T
Pay A, Toial DA, Total
B R B R Rs
530 B39 1,389 710 1,240
10 s 1,598 #70 1480
50 1118 1,208 BE0 1570
g 1,247 107 B30 1,660
B30 1377 2 B8 1,780
920 1,480 2410 575 1,803
1,800 - - 755 2,355
2,250 - - 135 2383

Besides this amount puuugwnmml.ﬂnplmh- pets 2 bonus of
15 per cent om the basic pay.

become a privileged class in a society where hundreds of millions,
muore than hall of the peapic in any case, eke out an existence below
the poverty fine.

‘The limitless prosperity, which socialism of the Congress variety
has brought to the upper crust of society, is visible to the naked
eye—in the change in the style and afluence of their living, in the
proliferation of the four- and fve-star hotels, which are filled to
sapacity, in the growth of hixury travel facilities, in the over-
crowding of the noted holiday resorts, in the multiplication of
Tavish residences with rich fornishings and the display of wealth
at marriages and other soclal functions. It is evident, too, in the
steep rise in the statisiics of the prodection and supply of luxury
goods, most of which are well beyond the access of the masses.

It is with a view to meeting the needs of this class nv:mhdm-
ingly d of i fal workers and go
the richest, predominantly urban section uf the pupul.n:mn, whl;h
has pdopted o largely Westarn style of living, that much of the
modern industry has come into existence.

A comparison of the figures in the two tables (pp. 33 and #4)
shows that while the share of top 20 per cent of the people in
national incomes in the United States went down from 45,7 per cent
in 1950 to 43 per cent in 1959 and, in Sri Lanka, from $3.9 per cent
in 195253 to 42.3 per cent in 1963, that in India shot up from
42 per cent in the four-year period, 1953-57, to 53.3 per cent in
196768, Further, while the share of bottom 20 per cent of the
people during the corresponding periods went down in the United
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States by 4 per cent and, in Sti Lanka, by 12 per cent only, that in
India went down by 40 per cent. Tt will also be noted that while
10 per cent 1op people shared only 27.8 per cent of the national
income in the USA in 1959, they shared 36.5 per cent in Indin in
1967-68, Yet, a virulent propaganda at the official level, condemn-
ing the capitalistic policies of the USA in comparison to the
socialistic policies of our own, gocs on unabashed und unabated.

INCREASING UNEMPLOYMENT

Now, wnﬂlmrawﬂn-mﬂmmnd'huuyhdnmy—
the i which have
ﬂnuﬂ:umhwﬂuwmﬂ&:mﬁ:ﬁmundmm
sers’ almost mystic faith in the twin gods of technology and heavy
industry has turned out to have been misplaced. Western techno-
Iogy, which developed in the West in response to a shortage of
hibour and the consequent need to replace men with machines,
provides no short-cut to prosperity in countries with a surfeit of

and ished labour and an ncute

shortage of capital.

Even in the heyday of the i ial revolution the
growth rate in England, France, and Germany remained substan-
tially below | per cent per snnum. The growth rate for the
continent of Europe as a whole reached 1.1 per cent only in the
first decade of the present century. Whereas the growth rate of

dation in the developis ies of Asia, Africa, and Latin
Ammlmnmsaupsm:pqmum
any of theexi ped or i
mahmernmrdm-ndnphdmddﬁhhbmrm

1o devel ically by the same process which
hdumdwnwho[myhdmmmdmmﬂ
Western model of d where

Hmdyw-mﬂunrhmmmdﬂnnrmm-{mnm
industry In cities, is not strictly applicable to overpopulated
mwm

with orth or traditional ists, however,
mmm--mmNmmmmhnwm
intensive industry led to higher output and, therefore, 1o higher
national income or Gross National Product (GNF) and that
poverty and unemployment will take care of themselves once we
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PERCENTAGE SHARES OF ORDINAL GROUPS OF UNITS
(HOUSEHOLDS OR TAX RETURNS) IN PERSONAL
TRCOME: SELECTED COUNTRIES

Sharer af ordinul prowps

Coumries and vear
Bottom Bottam Tep Tup Tup
0% 0 W 0% T

Underderelaped countries

Tndkin, 1953:84 10
195647 E00 36,00 4200 W00 2000
Ceylon, 1953-53 51 13 ny an6 e
Mesica, 1957 54 a2 1.4 464 0

Barbados, 1951-52 16 ma 5.6 342 71
Puerio Rico, 1953 56 303 S08 ns n4

Tialy, 1948 &1 nz 455 341 41
BDeveloped countrics
United Kingdom,

1931-52 54 n3 445 02 ne
West  Germany,

1950 a0 »a 450 40 s
The Netheslands,

1550 42 0 450 no M6
Denmark, 1952 34 5 470 07 201
Swieden, 1948 gt M1 6.5 .y 01
United States,

1450 a8 2o a7 o3 04

mmmemm Seplember 1963, p. 1140,

United Nations, *'National
el Countrics,” Staristical Papers, Series E No. 3, New York, 1951, p 20,

United Nations, Economic Commission for Ewtops, Ecomamic Sarvey
of Ewopre, 1956, Geneva, 1957, Chapter 1X, Table 3, p. 6.

Kuzzets, Quanritative  Aspects of the Economic Growth of
Natlons, VII1, Disteibution of Ineowme by Size, Economic Development and
Cultwral Change, Junuary 1983, Table 3, pp. 13-15,

United States Depariment of Commerce, fucomy Dinribwtion in she
Uinited States, Washington, 1953, Table 21, p. #5.
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COMPARISON OF DISTRIBUTION OF FAMILY INCOME,
SELECTED ASIAN COUNTRIES, AND UNITED STATES,
WITH INDIA BY INCOME SHARE OF DECILE GROUPS*

Ceinmtry Year. Percentape shoee of total itcome for decile pronp
D, Dy D, D, B 0, B D, D, D,

Unized
State 199913 33 81 AT 78 90 1A 134 152 Nk
Japun 1963 10 47 57 7.3 78 S0 104 110 160 240
Takwan 1964 30 40 57 69 7.0 A9 48 111 138 263
South Korea 1966 40 50 7.0 70 90 %0 110 120 150 2.0
Philijpines. 1965 1) 29 X0 47 58 69 90 1L6 150 400
Thailand 1962 28 29 31 41 51 68 62 93 WY 430
Mitlaya 1957

3R 26 19 61 51 77 BS J03 124 G81 378
Ceylon ey IF 30 40 52063 T8 80 013 153 M
India 12 30 37 46 54 70 00 1LA J6R 344
(Present
Sureey
1967-68)

Nore: [ denotes the bottom 10 per cent and D, denotes the top
10 prer cent I'll the honseholds,
* Haxic Statiics relaring o fndian Economy, 1930-51 to 197371, Tabie 10,
TS0, Miniviry of Planning, Government of Inifia.
Soumce:  “lncome Inequality and Fconoms Growth, The Posiwar
Experience of Asian Countrics,” The Malapan Ecopomic Review, Yol, XV,
No. 2, October 1970, p. 7.

took care of GNP. Thnlxsumm:mthmavuhbilltynfcnputnl
was the hasic dition ta growth; that capital-i

industries fed to a distribation of incomes favourable to profits
‘or concentration of money in a few hands although this was never
admitted in 50 many words; that the rich having & higher propen-
sity to save, those who will be deriving profits from capital-inten-
sive fndustries, will nccumulate savings; that these savings will
necessarily be invested by the savers, the industrinlists themselves,
in new, large or capital-intensive undertakings or mopped up by
government in the form of taxes in erder to establish industries
in the public sector, and o on and on tll, in the long run, the
economy would have become self-generating, stimulating mediam
and small industry and creating a vast employment potential. Tt
is thus and why Jawasharlal Nehru came to look upon incresse
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in mationul meonie 4% the supreme wrpst of our planning—why
in spite of 4 number of references in the plans 1o the employment
problem. the creation of employment opportunities wis seen more
or less s an adjunct 10 or 2 by-product of the development
strategy. The view tnken in the foarth plan is @ somewhar sharper
eche of the views expressed in the earlier plans. It weat on to ay
that in a poor country like lndia no significant result can be
achieved through redistributive policies since “whatever surpluses
van be mobilized from the higher incomes of the richer classes zre
needed for investment in the cconomy o lay the basis for Jurper
consumption in the faiure™ The poor and the weak, therefore,
have 1o be helped through Faster growth of the economy and
ather specific policy measures;

With a wiew to achivving faster growth capital wos subsidized
and administrative controls used 1o aceelerate lrge-scale capitnl-
inlensive investment. Emplosment wis relegated to the back
sent os w hy-product of the overall growth, Whereas, in our
circumstances, it is employment that should hive been made the
nim or the target, and overall growth considered s its by-product.
The imitial reqction of most economists, Nehre's advisers, 10 the
eniplayment crisia was 10 plead for still more of the same type of
mvestment that does net create enough jobs,

When same economists obsesved that large firms and large
Turms use lews fabour than smioll ones, other economits countered
with the assertion that invesiment i small producers would show
dawn the nite of econnmic growth, Income of labour-intensive
umifertakings, they argued. would be distributed into so many
hands that there will be Hitle or no savings to mobilize und vest,
The long-term problems crested by o slowing down of growth
rates would offset wny short-term gaing in cmployment.

But as Professor Dudley Seers of the Univessity of Sussex, who
was deputed hy the ILO to study the unemployment problems of
Colombit, had concluded, 0 try 10 solve the uoemployment
problem by just scoclerating the overall economic growth is to
take on voluntarily the msk of Tantalus—the txrget recedes as one
reaches for "

In reality, thers 3= no conflict between employment and produc-
tion, between a simul ingreans in U and growth
of income Social justice and development. or what is called
Gross MNational Product (GNP), can be combined. But suppos-




85 India’ s Ecanomic Policy

uvg labour-intensive mnu-prus produce less per onit of capital
than capit: which Nehru advo-
cated, the question arises whether it ix productivity of capital
alone which will n:m o mm averags per capita Inmmc. that will
be the primary of other
whatsoever, If there is any real dilemmy {there is no resson to
think there is), it is a question of halancing the toss of those who
would otherwise be unemployed against the potential progress of
the et of the community. In our country where 40 1o 50 per cont
of the people have been living below the level of desirable mini-
mum for decades, the choice is not difficult (o make; we have 10
reise the income and consumption of those at the hottom of the
income distribution, rather than the income and consamption of
thirse above it. Employment of thoae at the bottom is worth pay-
ing the price i termy of slower rise in incomes for the rest of
the community.

The reasons, inter alia, why our leaders Fell in for the modern
sector despite Mahatma Gandhi's advice 1o the contrary, were
psychological or ideologecal; bonefits which many of the u.'chmul
advances had und brought o developed were
50 enormous, the glamour of the wchnical novelty was so dazeling
that it blinded them 1o what technology a5 2 by-product way
doing 1o their mnm; WiE., to its secial costs in ferms of in-
cressing und ifg income disparities, They
forgot that their circumstances were different from those of other
countries,

So that if even after cstablivhment of Swaraj some thirty years
ago, we are faced with continwnce of vt misery in our fowns and
villager throughout the country, on the one hand, and emergence of
monapolles on the ather, it is pot an accldent bt a resdt of
enmscions planning,

It was after his policy of giving pr:l':r:nn: to heavy industry
over o long period of 17 years, Le., aince 2 September 1946 when
he ook over virtually as Prime Minister, had caused immense
harm to the country that it dawned upon Jasahartal Nehri that,
after all, Mahatma Candhi was right, Spﬂhng on planning, he
said in Pasdiament on 11 December 196

I begin to think more and more of Mahatma - Gandhi's
approach . ... | am entirely an sdmirer of the moders machine
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and T want the best machinery and the best rechmique, but
taking things as they are in India, however rapidly we advance
in the modern age, the fact remmins that a large number of our
people will not be tonched by it for 4 considerable time, Some
other method has to be evolved so that they become partners
in production even though the production apparatus may not
‘be cificient a5 compared to modern technique.

But it was too late, He was s sick man at the time be made the
ahove speech, and passsd away after barely six months.

Governments of Latin America have committed the same mis-
take which our leadership did—economic growth without employ-
ment, And with the same resulis—public discontent. Chile and
Uruguay, in pnninsh: furnish two exumples.

“For many years," poinied out Edpr Owens, a IJS develop-
ment ist, at nn i ional seminur by the
Foram of Financial Writers in Mew Delhi in the first week of
December 1972, “GNP has been rising at § per cent or more in the
Latin countries and manuficturing output at a much higher nle
But the ion of the labonr f; loyed in fi
has actually declined a little, from 14.4 per cent in 1950 to 138
pper cent in 1969,

Primarily because of industry's failure to create jobs  during
the 1960, only three-fifihs of the increase in the labour force in
these countries was absorbed into economic activities. In sharp
contrast, in labour-intensive Tudwan and South Korea, during the
sixtios, the proportion of the labour force employed in manufac-
turing doubled.

The tible on the next page worked out by Dr KN, Raj high-
Tights the advantages which large-scale industry enjoys over
cottage and small-scale industry,

The surplus formed in capital-intensive industry i so large that
even with ali sorts of ups and downs, market fuctuations, taril
policies and the fike, sufficient piofit would still be available to an
entreprenedr whereas other types of industrinl production would
become uneconomic. For example, if net value added per yard is
rediiced from 25 pafse 1o 12 paise, then there will be no surplus
formed in cottage or traditional industry. On the other hand, the
wape of the worker would be reduced 1o one-half or 50 paise. In
small-scale industry, the surplus formed will be lowered and the
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Soraen: Evewomie Weckly, Bimbug, 14 April 1836, p, 436,

wage rate will be cut down by about 15 percent so that the worker
and the enterprise can still carry on, though there i liile o np
scope left for the entreprencur (o earn profis. In large-scale
indusiry, however, there will still be cpough surplus left to keep the
worker paid in fall besiles some net favome for the entrepreneur,

As & result, that i, unabic 10 face competition from factory
products, mainly owing fo their cheupness, small enterprises of
low capital intensity, partivalarly handicrafts, are either being
Farced out of work or are not coming into exjstence at all. Factory
products are baund 1o he cheupes, as they dre processed or produ-
e mech thitnt those p | ily. So that, more and
more men are becoming unemployed with more and more capital
intensive industries entering the field. Highly ambitiows five-vear
plans in our couniry, with undue emphasis on beavy industry,
therefore, regularly show a greater volume of unemployment at the
end of every five-year period than ut the beginning, even assuming
that the plan is fully implemented,

1t will not be out of place to mention here that the ranks of the
unemployed whe migrate o cities are greatly reinforced by surplus
labour on the farm. Because family holdings are becoming smaller
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and smaller and quite 4 constderable proportion of those who
Iield tenuncies dusing British-vule but on precarious tenure, eg.,
sub-tennnts, sh i and so-called E¥EN AON-
oooupancy tonts of sir and khodkay ml!mllmtwd lands of
znmingdars), fuce ejectment or huve already been summarily gjected.
Large mechanized farms that ong sees all over the country today
dﬂ:l not exist before 1947, bt lm:id:v:lapmml of the post-
i erit, They were ihed on the hacks of lakhs of
!’urmm who were gjected by force or frand. and their continued
existence keeps lakhs of agriculiural libourers unemploved. It is
Ilﬂe furmers-—the former-toilers on land—who form the core of
lism in the try—the deprived, the disinherited, the under-
privileged I‘nrwhumnadoghuh;! in the-camps of the ruling
party till yesterduy. Tt is to be hoped that they will bark, and bark
fiereely in the camps of the Jannts Parry,
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An Alternative Strategy

If the country has to be saved, the Nehruvinn strategy. will hive to
be replaced by the Giandhian approach. That s, we will have to
refurn to Gandhi for redemption. His thooght has immense
relevance not only to India, 1977, but abo to India, 2000, India
mude o greas mistake in 1947 in entirely abandoning the Gandhinn
math and in wdopting o Westernized, centralized, trickle-down-
from-the-top model that persists tll today. Perhaps, the solution to
India’s problem lies in finding i suitable blend of the two models,
Gandhinn thought does not preclude large-scale or machine
enterprise from which mmkm soclety cannot altogether Iu. divor-
ced. But it would i and on o
w!l:lg-dammlnztd basis and unilize Jocal endowments and
tolenti.

There are two main couses of our fuifure on the economic front:
misallocation of ﬂnm:m outlnys between industry and agricul-
ture and i dh rather multiplication, of the big machine.
S0, there ure two main remedies: revision of the allocations in
favour of agriculture and discarding of the big machine to the
extent possible. The former involves top emphasis on rural deve-
lopment and the latter, & decision (o switch over to self-reliance to
the exclusion of foreign capitsl and foreign technology—an
economy that is divected by oor factor endowment.

Neglect of agriculture s, so to sy, the “original sin” of the
planners of Indix’s destiny. Neglect of agriculture meant lack of
agricultural suplus, that is, lack of food and rew materials. For
want of adequate food production we have had o spend an
amgunt of Rs 6,000 crorss or more on food fmports till date and,
for want of both food and ruw materials, our industey and other
non-agricultural employments have not developed. In 1951, 72 per
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cent of our workers were employed in agriculture, 10 per cent in
industry, and 18 per cent in the rest of the economy: exasly the
same proportion obtains today. So far as national income per
capita is eoncerned, our country is onc of the very poorest, What
is still more alarming, our rate of economic growth is almost the
lowest. In the international sphere we enjoy the reputation of a
baggar.

Second, we committed the mistake of setting our sights too high
and, an attainment of political power, immediately fell for heavy
indussry. Gandhi wanted to build the country from the bottom
upwards on the streagth of its own resources—with the village or
agriculture and handicrafts us the base und the town or & few
large-scale industries, that we must inevitably have, as the apex.
We furgot that development of India's econoniy or o rise in the
living standard of its vast millions will have to take place within
the frumework of its own factor endowment (in other words, with-
in the limitations sct by its low land or natural resources-mon
rutia) and of democratic freedoms which prevent expleitation of
its own working force beyond u poiat.

The present situation :nn lhml’m be rememd by i .\mﬁ ur

from the
und centralized production based on the pl:rcbnumg power ul'th:
upper-middle classes to. agriculture, employment-oriented and
decentralized production which, in Gandhi's telling words, is
“not only for the masses but also by the masses.”

In mast tries, the develop of both H and
labour-intensive i which Gandhi had advocat-
ed, came first und this policy has paid them handsome dividends.
Japan provides the most prominent cxampie; even mainland China
has been following it since 1962 (with the important difference that
I‘mmns is collectivized). This is the only way that & large and

plus country, 7 India, ¢an solve the employ-
ment-poverty problem for the mass of the people, while simul-
taneonsly building the heavy industry it ought to have.

Heavy industry and specially heavy-machine-making industry
has never been the “root and base™ of economic growth. The

IWords e by Nehru 1o describe the role of beavy Industry in
evimomic progress of the couatry.
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basis of ccanumic growth in the early phase o!'hutmn-lmnum

wiis i trade unid handicrafts, 1n all the gredt ind
powers except the USSR and Jmm heavy mﬁ\m prew on
the basis of poods i ding 1o their de-

mand and adjusting jtself 10 their needs, This refers not only 10
the United States, Grest Britain and Germany but also to
Frunce, Baly, Canods and 5o on, The opposite course of deve-
lopment In Russia and Japan was due o exceptional historical
conditions, In le&eerﬂ:Gm Jopan after the
Meiji R Wi and largely

led by the G and subordi 10 its political
aims. In both countries heavy industry wis pushed uhead s the
basis of military power rather than ‘the foundation of Turther
industrishention. The Soviets in Russiz and the milinry party
in Japun on the eve of World War 11 took over and carried
forward this policy with increased ruthlassness.®

Looked at tically, it is and agriculiure alone
which is the “root and base” of economic progress. A couitry
will go on developing anly 1o the extent supply of food and raw
materials availsble from fand aflows it. Unless the farmers
produce mare thun their nesds, they will hirve nothing to sell dnd,
therefors, no wherewithal to buy. This mesns that in the nbsence
of increased ugricultural producticn, there will be even no trade
and ne bandicrafis

As alrendy pointed out, there can be no jmprovement in the
living standards of a people, no economic development of
country, unless surplus of food and ruw materinls ure avallable
within the coantry itsell (or, their supply in exchange of manufic-
tures i assured from outdide), Not only that, the speed and scope
or pattern of its industrinlization depends on the rute und amount
af the surpluses u country is ubls o realize, Circumstinces of o
counnry like Tndia where the lund-ran ratio is Tow, where labour
i refatively abundant and captinl scarce, that is, men are cheaper
than machines, call for an econsmy in which hand-operated
industries or handicrafis and enttage industries will predominate,
When agricultural productivity poes. up, resulting in o further

Tnilla: The Awalening Gimar, Harper ond Broahers, New York, 1957,
w175
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increase of farm incomes and, consequently, i higher demand for
manufi d goods, 3 ive process is st in  motion,
that is, more and more industries are set up and the industriali-
#ation that has nlready been uffected ftself bocomes a-cause rither
than merely remain a corsequence of increase In incomes.

There being a great diversity of htiman wants, varions indistrics
particuleely those which are mutually complementary, that is,
which providle u market for, and thus support each other—
and most ndustries fall under this definition—begin 1o spring up
ane after whother, and per capita ncomes go on increasing further
and further.

Gradunlly. 2 point ks reached where (owing 1o growth of various
‘kinds of industries and services) labour becomes relntively scarce
und capital ahundant, that i, when men cease 1o be cheaper, but
bmmmnrmmllhﬂmlsmnmpm
in Tndin will tuke very long 1o arrive, that an economy tikes on
lchnmwdnﬂnmhwamwhwmdmwnudw
mechunized industries will predominate, The progression from
haieli 1o d ies, from lnbour-intensive
tecliniques to capital-intensive techmiques is gzoverned by ‘the
raite nt which fiarm surpluses ure mvailable or capital becomes
wvuilable refatively to labotr that is released from, or no longer
feqitired in, ngricalture. As cotrage and snmll-scale ndustries
grow on the basis of agriculiural surpluses, muinty i the form
of food and raw materials, so will grow mechanized fdustries
on the basis of cottage and smnll-senle industries, responding 1o
their demand and adjusting themselves 1o their needs. So that, in
our ciroumstances of a dense agrmrian economy, heavy ot large- -
seale mechanized industries should come in course of time s the
apin of an Ie strocture with agri et i
or village industries as its hise.

In Indis, propress has 1o be measured not i the quuntity of
veel or number of automobiles und television séts thit we ane
dble 1o manufactare, bur fn the quantity and quality of basic
niecesslties of lifie ke food, clothes, howses, health, education, etc.,
thist become available o “the kst man® as Gundhi wsed to sy
Assipning priority to heavy industey In India and other similarly
sltusted s micans dation of agricul dovel nt,
food shiortege, nnd dependence on imported food

There ar¢ several countries In the developing world also, with
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0o better matural resources than India, where jobs are plentiful
and the poor are creating wealth, where fower babies are dying
and evervone is becoming liternte. Among these countries, demo-
cratic in political complexion, are Taiwan, Istael, Puerto Rico,
and Egypt. The question arises: Why is it, then, that India is still
floundering in poverty and misery and has not been able to forpe
thead? Obviously, our policies have been fauity and need 1o be
revised. This involves shedding of certain fallacies that have been
fostered for too long.

To mention only one of two of the fallacies: many people
believe that large farms prodoce and employ more than small
farms. In fact, small farms produce more and employ more per
acre than lnrge mechanized farms—small and conags industries
produce more and employ more per unit of capital invesiment
than big urban factories equipped with the latest machines. It is
land in the field of agriculture and capital in the field of industry
thirt are the limiting factors in Indiaand, as every tyro in economics
knows, should therefore be utilized to the maximum. What s
mare: there is no other democratic method of cnsuring economic
rowth with social justice

OF 10

The kind of industrial economy that will sult Indin depends
upon the answer to the guestion: what do we aim w? 1f we aim
merely at the highest output per person emplayed, output being
positively correlated with cupital per head. we must have an
economy with a capital structure on the pattern of Western
countries whore this amount is large. But if the good of the people
as 0 whole i$ 01 our heart, by and large, in a capital-poor and
labeur-rich country like Indin, there is no escape from an economy
which Mahatma Gandhi advocated His kind of economy will
nt only, in the present context, produce greater wealth, but will
also serve all our other aims, viz., it will provide optimum employ-
mént, ensure equitable distribution of the national product, and
pramote n democentic way of fife.

A few ples showing the relationship between capital and
outpat in the cotton industry will serve 1o show that on the whole,
it is & less cupitul-intensive structure that meets India’s neul best.
According 1o late Dr P. 8, Loknathon, textile fabrics in India were
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munufactured in the forties, broadly speaking. by four different
methods of production involving an ascending degres of capital-
intensity (that i, capital investment per head of worker). Relevant
detuils are roughty given below;

CAPITAL AND OUTPUT IN COTTON WEAVING 1N INDIA

Copital  Guipur  Capiral  Amsrn
intensity  (or mer  co-effic o labour
for capitel  valve @bl eat (e emplared

Method of prosuction Mvestment  edper  ratio of  per wmr
por oo hemdy  valie o af eapital
of worker) g i
L 2 3 4 3
Modern mill or Iamumrno—lmg_ __nsn 154 1

wite fuctory consisting  of

apinningcom-wenving  esia-

blishments {large-soale  in-

dustry)

Powerloom  or small facwey 300 200 Qe 3
chnsisting of weaving et~

blishments alone (smabl-scale

indutry)
Audomatic loom {ootiage fn- 90 ) 050 135°
lustry)
Handloom {cottage. Indisery) 15 a8 129 15

Soumce: Eavtern Eermamine, 33 July 1943, p, 340
Nore: See table on p, S8

The relationship betwesn I-buur. capital, and outpul obtaining
in three kinds of i e, smill-scale, and large-seal
cun be summarized os follows:

Net curgut e valoe Ner cugpur or vabve  Labour emplayed per
aniifed por wirker whled per umit of capital it af capital
Conttaye  Smoll-  Lavge-  Co- Smail- Large- Cor- Swall- Lorpes

drale  apale  fape  wwle  scale  foee  seale  spale
45 00 650 12 060 b3 M 3 1
4% 1250 45000 80 14 05
300 1500 96,000 60 18 LU . IO |
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It will be scen that o far a8 et onipat (or vl added) per
worker is concerned, it bears & positive correlation 1o the size
and technique of emerprise, that is, the output per worker incress-
s gs the size, capitalintensity or capitnl invested per worker,
andjor the technology improves, Cottage industry yiekds less per
worker than small-scale industry, and small-scole industry in
turn yields less than larpe-scale or capitaldiniensive industry.
Witerens, i rerm of wlue added as olso amount of labour emplayed
Jrer umit of fived capital irvestmens, the correlation & negative.
That s, less goods are produced and Jess persons are employed
I an enterprise as its capitl-intensity, that is, capitul investment
per hend of worker increases and technology improves,

There is still another. 2 very significant szt of i ined
in an srticle® written by ihi igtical Adviser
of the Planning Commission, who may, in & way, be considered
the architect of our heavy industry programme.

Irvested i Prodvces odditions! And .wmm wmap-
remiirces

Heavy industry Wi 14 lakhs 200

Consumer gonds indusiry ‘R 33 lakhy 1,500

Agriculture Rs 5710 9 lukbs 000

mm.mnmmhormmmm@
Industries section of ‘the
‘India, released byt‘lgwwmnmin August 1974, during rhc
fourth plan period 196%.74, ‘the capital investment For providing
‘employment to & worker in Khadi and village industries was very
low compared 1o large-sector industries. The average
in khadi and village industries was Rs 530 agoinst Rs 10,000 in
ihe testile industry and rupees five to ten Takhs in the cement or
stee] industry. Wherens according 1o the Annual Survey of Indus-
trics (AST), for 1974-75, the amount of investment required for
employment of one person in the lirge-scale sestor as 0 wheke
was Rs 29,600,

The table below gives comparative figures for imporiant chire-
teristics of the census sector factories, bath lrge-scule and small-

Juurrrrect! f deniary Stlesipat Inetiue, Docember |8
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mhmamnﬂ—mﬂaﬂmymugmwmhdam
in plant and his of R4 7.5 lakhs or less:

STRUCTURAL RELATIONSHIP (SIZEWISE;—1970

Trems Large Semall
I 2 3

Productive capital per factory (Rs lnkhs)
Employment per one lakh of mpes
Employment pee factary (Mo )

Grows putput per fuctory (Ra lakh)
Value added

Productive capital per worker (Rs Iakha)
Gross oatput per worker (Ra)

Valsg added per worker (Ray

Value added ay per cont of vahie of gross

oulput 241 167
Ratios of:

Productive capital o value added 478 151

Productive capital to vilue of gross culput 1.m 033

The tuble bolow shows nvesiment cost and labour's share in
factory units of various sizes in Taivan in 1961, The capital-io-
output ratio of units of less than §2,500 investment is about hall
of those between §250,000 and §2.5 million and lsbour’s share
of income, therefore, is twice as farge:

INVESTMENT COST OF INCREASING PRODUCTION
LABOURSSHARE OF INCOME BY FACTO&YSIZE.TNW&N 161

Sizw af imcdusivy by amowar Tavestimens Lahour's
af imvestment cunt af i share of
ervning vuts dngamwe per

it by § 109 § 1oo
Lesa than 2,400 § 107 74 centy
§ 2500 1o 24,000 § 151 T2 cemes
§ 25,000 10 3 $ 126 30 cent
t ] ﬂ o 2% millon § 3ot 1 cents
Mare than 2.5 million § a4 31 cents

Souncx: Edgar Owem and Robert Shaw, Bevelipment Reconsidereid,
leington Books, Massachuseris, 1972
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It is clear thut there ame no ket of scale™ in i
ing industry ns -2 whole so far as output per unit of capital invesi-
ment |s concerned. In other words, there is no law or rule of thumb
operating in uctual fife which would show that the output-capital
ratio grows with concentration of cupital in an industrial enter-
prise. Nor is there any foundntion for it in scicnce. Mechanization
and automation wers introduced 1o incrense the productivity of
lnbour, i.e,, the oulput-worker ratio, and their effect on the oui-
put-capital ratio may be just as well posdiive s it may be negative.
Advances in technology only serve to eliminate labour-intensive
enterprises at the cost of an additional input of capiml without
affecting the volume of output.

Evidence of economics of scale that we mest m clh‘ ttllbuni!

s based ml_mJy on exper in highly ind:
In Indig, it is mostly in industries pmchmng umml! ;uodl |||£I
steel that fes of scale are di

the larger the plant and its production, Ihn smalier the wst per
umit; In consamer industrics, its a whole, they are virtually non-
existent.

Though industrinlization in the modern sense of mills and
Tactories bﬂslll in India in the middle cf the nineteenth century
yet the ion: of "factory blish " (that is, of all
factories, large and smoll poverned by the Factories Act, 1945)
to the total product of the Indian Union in 1945-49 stood only at
6.3 per cent while that of “small enterprises™ or enterprises not
falling within the definition of a “factory™ at 10 per cent. After
20 years of disproportionately hesvy investment in lurge-scale
industry, the former figare could be raised only to 10.7 per cent
in 196869 wheress the latter came down 1o 7 per cent during the
same period, (Figures of break-up of income from the fwe kinds
of indnstries are not available) So that the total contribution of
manufacturing industries to GNP rose from 16,3 per cent in 1948~
49 1o 17.7 per cent in 1968-59. Despite spectacular industrintizi-
tion pushing Indin to the cighth or ninth position among the
world's industrialized countries, the Indian standard of living is
around the lowest in Asia and 35 crores of people arc living on the
borderline of starvation.

Thase who are enamoured of heavy or large-scale modemn
industry should. in particular, ponder over the hard fact that
while, owing to our policies, cottage industry was decliming, all
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factories in 1973, large and smnll, put togethes, employed only
5.5 million workers. Whereas the country’s labour force went up
by 5 million or so per annum. Estimates of rural unemployment
vary from 9 to 26 million. Relevant in this contest is the observa-
tion of the Nationul Commission on Agricultiure that the transfer
of workens from the agriculural to the non-agriculiural sector is
Eving 1o be slow, Al best, the non-ngriculiural secior can provide
jobs for 30 per cent of the total labour force by the end of the
century.

‘The unrealistic thinking of those who believe that modemn
indestry will ultimately solve our problem of unemployment and
underemployment will become all the more evident when it 15
realized that, owing to almost continooes ndvance in technology,
we require fewer and sifll fewer hands 1o produce the same amount
of goods. Forexample, 445 textile millsin 1961 consumed 3,687,000
bales of cotton and emploved 722,000 workers. In 1972, while the
mumber of textile mills increased to 684 and the cotton consump-
tion: leapt fo 6,251,000 bales, the number of workers rose only
10 761000, The textile industry has used jis profits Lo instal
modern machinery which displaces Inbour. Similar trends are
noticed in other industries like cement, coal, and mining.

What things are coming to will be clear from the fact that a
fertilizer factory situsted in Mehsina district of Gujarat with a
capital investment of Rs T0 crores provides employment only 1o
330 persons. And according fo a press report, a Rs 250-crore
fertilizer project, proposed to be set up in Broach district of the
same state, will directly employ only 1,100 persons with the com-
missioning of the plant by the middle of 1979.4

While productivity of human labour improves with (he progress
of industrinl technology, at the same time, it takes o greater
amount of capital o employ a worker. In fact, i s brcowe o
wareker i aided with a great deal af capital thar his producrivicy i
mmmn‘ Hmc. u: u capital-short coonomy, the adoption of an

oy wonld mean of o
Few, though with higher incomes, at the cost of may with no
incomes at all, Under our circumstunces, therefore, where capital
is scarce and Inbour not only abundant but redundant, it will not
be in the national interest to use the latest, highly sutomutic,

4Times of Indis, New Delbi, 3 December 1975,
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costly machines which require more capital relative 1o lubour,
There is & clear case in our country for adoption of & labour-
intensive technology—a technology which would require Jess
capital to employ & worker and hence, with given capital,
wnn!dumlnyahryrnlmlurofwmmw&nhm
saying, in other wmds. t.hul. cnpml being the limiting factor in
India, our ily 1o be such or
overwheélmingly such that the ratio ncl‘wtml to capitul is Idshet
and that to labour, than in
where it is labour umud:mm:rmw

While higher capital-i T may be advantag
1o the persons uhom um'pll!;n!l therein, for they will get higher
wages, it is labour-intensive enterprises that are advantageous to
Lndia &5 a whole—a coantry where capital is scarce (for, such
enterprises require less capital), poverty is extreme (for, they yield
larger product in the total per unit of investment), and lnbour is
pleatiful (for, they provide more employment). In the Western

world, governments and ists are d with i
the pwdm.nmy ud‘lnbuur wherens we. a5 a nation, should bc
o ‘with the duct of capital because we

are short of capital, not of labour as the ndvanced countries are.
Of the twe routes, ¥iz., high incomes for a few or the capital-
intensive route, and modest but rising incomes for all or the
labour-intensive route, we have o choose the latter which is also
the Japanese roule.

Monopolies have come mto existence and disparities have,
therefore, widened 55 a consequence of official policies I‘aﬂom
since [947. Tdeology progress and, parad
mﬂymuﬂ.sn&dmewqﬁ:manuppmdmlhemfm
Tnequality was deliberately created in the hope that surplus income
available from big or capitul-intensive units will be easy to mobilize
and plough back into the economy and gradunlly & time will
iirrive when people displsced (or not employed) by them will be
absorbed into employment. The hope did not materinlize and, as
Profesaor Dudley Scors has pointed out, never will, India, in
particular, had no excuse for this distortion of the economy and
consequent misery; (t had the benefit of Gandhi's teachings for
s long, which other countries did not have. Growth and distri-
bution, GNP and socil justice were not enemies of each other,
Both could co-exist,
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In & Jetter to Rujkumari Amrit Kaur, Mahatma Gandhi had
said as fong ago as in 1939: “Jawaharial’s plans would be a sure
waste, but he was ong who would oot be satisfied with anything
that was not hig.”

Nehru realized his blunder, but then it was too late. He
confessed in the Lok Sabha on [1 December 1963 that “planning
should not lead to heavy accumulations of wealth i the hands of
o few, ...

FOR

Unemployment is India's grestest enemy. Either it should be
eliminated or it will eliminate us from the comity of civilized
nations. Its solution therefore is 1he key to the solution of poverty
and wide income inequalities as well. Ounce employment of 5
warker is assured, inasmuch as he will be having some income,
poverty will be alleviated and income disparities narrowed down,
So, the challenge that unemployment poses cannod be burked,
In fact, just &% the morals of an army depends first and foremost
on the care it takes of its wounded, and the risks it runs in
order not to abandon them, so can the quality of an economic
policy or political leadership bejndpdbyhnw it proposes to serve
or to uplift the underdog, the weak, the the speech-
less—all those who are lnid low and are not sure of their next
day's bread.

Most of them do not votz very oflen, nor do they understand
whut political ideology means. They do not even believe any
longer in the possibility of progress; so much have they been
cheated in life, and for so long, Political leadership of India will
‘e judged not according to how revolutionary its slogans are, but
mecording to how it deals with this section of “stomic dignity.”

Unfortunately it is not yet realized fully even in palitical circles
that uniess the faulty i policics that are responsible for the
present situation are radically changed, there can be no redemp-
tion: any number of government jobs or the mural works pro-
gramme or slum clearance schemes, etc., do not provide a lasting
or camplete remedy of the cancer of unemployment that is eating
into the vitals of the nation. After all, the ultimate objective of
policy is not just to provide any kind of programme or jobs, but 1o

g provide work that is economically productive and yields enough
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mlhbuwbp]mﬁrnl,eilhﬁhuyufanhhﬁm.shpudm
credit, hire-purchase facilities and price control of even through
extension mhutuhglpammgmnfhrgumimhmi-
culture which serve to displace labour. Mechanization helps a
farmer in cultivating or controlling n larger area of land, mther
than mcreasing per acre production (which is what has to be
simed at i India). The main policy rule could therefore be to
emphasize those elements in modern technology which do not
displace labour—seeds, fectilizers, and pesticides—and  those
forms of capital formation which use a great deal of manpower,
such as levelling and clearing Jand, extending irrigation and drain-
age, fencing, etc. If agriculture has to be mechanired, it should be
mechanized, as Gandhi painted out, with machines that supple-
ment human effont and ease or lighten its burden rather than
supplant it—the Inpanese style of farm machinery,

The recommendation made in the previous pages that our peaple
should ingly take fo icul jons should
not eause any confusion, All that was intended was, that if our
peaple remain content with agriculture, they will remain poor, not
that existing labour in agriculture was fully utilized or that there
was no scope for further employment in agriculture, or that
unemployed and underemployed persons should not take fo
or remain in agriculture though I p (for
whatever reason) are not coming up in eur country today. That
per capita nen-agricultural incomes in almost all the countries
are, on the average, higher than agricultural incomes, and that the
swﬂilﬂuﬁlmmmm.hnmn‘ﬁh
ndnm-mﬂmmuy(or.whmhnﬂ»mnnﬂnhwlm}
like India, will increase only if and when ugricultural workers have
shifted to nen-agricultural occupations, are hard facts of economic
Iife which cannot be disputed. But, us irony would bave it, pros-
pesity (or increass fn productivity) of agriculture is the pre-condi-
tion of this shifting, in other words, of shrinking of employment
in agriculture—ol its own ruin, in & way, but of prosperity of the
community as & whole, in the long run. Combination of & marked
fiss in productivity of agriculture, with secular limits imposed by
hature on consumption of its products, results in a sharp and
uniform reduction of Tabour in agricalture.

Ref 10 empl in the ised industry ceasing to
grow in the last nine years, and the number of young persons
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mmmmminmmmm. the Times of
India (New Delhi) in its editorial (21 October 1975) wrote:

A part of the blame for this may be attributed to the fact thst a
wery large number of the consumer goods industries that huve
come into being in the last three decades are employment-dis-
mills and the like have thrown millions of cobblers, bakers,

|
|
E
_;%
|

exigtence in future which will produce goods ar services thar cotiage
or small-scale enterprises can produce, and no sowall-scale industry
shall be allowed to be estoblished, which will produce goods or
services that cottage emterprises can produce. As @ coroilary, existing
weills or factorles that are mamyfactoring goods, for example, texq-
dlex, which can be produced on a small or cotrage soale, will not be
alivwed to sell their products within the countey, but will have to ex-
port them. This directive may be tmplemented not all at once, bt
in phases, Govwernment will do alf that it can to help smuch industries
compere in forcign markets, 0f they cannot so compete, they may
well close down, but the internal market in such poads henceforward
shall  rematn the exclusive preserve of amall or  cottage
Ineustry.

To the critics of this proposal one may point out that even
sophisticated industries like steel, sugar, and cement arc shle (o go
on because of the protection they get against foreign competition
through the tarii policies of the government. The aluminium
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industry gets cheap power at the rate of 2 to 4 paise per unit
while the poor peasant has to pay § to 6 times as much, The State
Industrial Development Boards seek to entice mdustrics to their
respective states by offering facilities like frec lund, cheap credit,
tax rebutes, chesp power; roads and raifway sidings, schools and
health facilitics. and what not. Fifty crores or more nre being
sunk annually in the sick textile mifls. Other examples of hidden
und open subsidies to the largescale sector, aliegedly in the
imterest of the “masses,” cun be multiplied endlessly,

“Ome mighr legitimarely wonder, indeed, whether India ought
ever 1o have set np in the past or to a:unlmue sefting up even lodny
when things have pital
with a view to mu.-mnmg pmdmmly per man before .u.ll the
people without jobs had been fully absorbed into employment.
A correct appreciation of cur problems could not be expected from
the Britisher. when capital-intensive industries began to be set up
in our country, The regret, however, is thut despite the frightening
pmpnrunn wlud': the unemployment problem has attained, an

to raising productivity per man (through
hig. nummnu: untits) should still be-so popular in cur country.

The ibove approach reconciles the dictates of social justice (and
employment) with the need for increase in GNP Just as in the casc
of agriculture, there is normully no conflict in the field of manufac-
turing indusiry either, between mayimizing production and maxi-
mizing employment, Further, to reduce unemployment is 1o ralse
consamption levels, especially of those who most need increased
constmption (and. incidentally, also to meet the n!g\nmt of those
who want to country’ i pendence with
a view to reducing its political vulnerability.)

In laying emphasis on the necd for demarcating techniques. we
have the authority of an eminent economist, Professor Dudley
Seers of the University of Sussex. In sectors outside agriculiore,
he recommends policies which “'can effect employment, first, by
infiuencing whar products are made, and second, by influencing
Frawe they are made.” He believes it is possible 1o mfluence techni-
ques of production in favour of labour-infensive methods by
um:rmg that the relative cost of inbour and capital reflects

their availability, But developi es like Inadia,
with a few exceptions like Taiwun, b;y-pi Korea, and Yugoslavia,
have chowsen the capital-intensive and labour-saving pattern
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of development and, therefore, ofien follow policies that muke
Iabour expensive and capityl cheap when in fact labour is in
Ibum‘l.nmx and nawu! scaree.

semminar of
organized by thn Farum of Findncal Writers in New Delhi in the
first wesk of December 1972, Edgar Owens, & US development
economist, drew atteation to this phenomenon in the following
words:

Generally speaking, the i costof i i

or to use the technical term. the incremental capital-output
ratio, should be low in the developing countries. pastly because
of the shortage of capital, partly becouse the kind of technology
needed to make people more productive than they now are, is
relatively simple and cheap.

In-the rich countries the invesiment cost of increasing produc-
tion should be much higher Bocause sophisticated technology
Is expensive. Thus, one would expect this investment oost
1oy be low in the labour-intensive. capital-saving, samll producer
cconomics of Taiwan and Kores 1o be higher in the almost
rich economies like Japan and Frael: and to be highest of all
in the capital-intensive, fabour-saving, big producer economies
of the West.

But the reverse is the case. Countries which are tich in labour
have relied more on machines than on people, The mvestment
cost of increasing production is higher in o number of Latin
countries than in high-income Japan and lsmel; or lower in Japan
than in the Philippines, even though Jupan is very mich richer:
o about the sanie i ndia and the USA.

Similarly, imports of machinery in developing countries lave
tended 1o receive preferential treatment in the tarifl striscture and
in the granting of Impwl permits without due consideration 1o
their The exch. rate has @t times
been overvalued 10 nn extent that it amounted to o subsidy on
imported capitul goods. Inside the country, interest Tates have
heen kept artificially low so that linge modern companies have
enjoyed casier access 10 credit. But unless measures are taken to
make the employment of capitnl far more expensive by an under.
valued exchange rate und a Tigh rate of interest and 9 keep the




108 India"s Economic Poliey

CAMTAL COST OF DEVELOPMENT

Cauntrier fuvextment coxt af  Aversipe aunmad fn.
i recesing production  creave in capita
Iy § (1940-69) GNP J;z»m

§ i
Korea. L7 ol
Taiwan zio L=
Moo 10 314
Muorocco 320 3
i 150 18
Tndia 350 11
Pery 400 14
Colombis ain 18
Veneruela 450 3
Ispaed 2% i3
Japan 290 (L]
Usa i B &3
France 400 48
Netherlandy 500 31

Souvmcr: World Bank, Organlsathon for Economic Cooperation and
Brevelopement, 15715 and U8 Agency for Internativmal Development, 1970,

lnhunr:hnapbynmbng uwtradeunhm. mmnmentwnuld
search in earnest for labour-int
even where these dlready existed.

Referring 1o the role of trade unions, Professor Seers says that
they serve to make Inhwrmm—l‘nrmap-u tham ¢
meed be in undérd opine ies like Tndia,
“‘Labour legislation [lxd Mg]i ‘wages poid in the modern sector]
thave discournged the hiring of new personnel. I these biases were
removed, emplayers wotld Mmmp&“wmmm

ing highly hniques.” If trade unionis
i kept within [imits our cheap labour can be o preat msset to
the big industries in competing with foreign goods in foreign
markets.,

That we have o grest asset in the form of & vast manpower—
chieap lahour— may nidt be known 1o our lenders und economists,
hut is known 1o Forcigners. The Times of Indis (New Delhi) in its
e of 25 Novernber 1973 carried the following report:

Four mare forgipn firms huve proposed 1o shift their entire
factaries to Indin and buy all the output of the shifted plants,
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Their objective is 10 take advantge of the cheap. cost of
skiiled labour in India. As the entire production of the plants
after moving to India will be exported, the net foreign exchange
earnings will be very substantial,

Now, it may be possible to follow appropriate policics in the
field of credit and foreign exchange and in regard to import of
foreipn machinery, but political circumstances being what they
are, it is ot possible 19 do so in the figld of labour legislation. It
is not possible to curb the trade unions, in other words, to ask
factory workers to curh their appetites or exercise self-restraint.
It is possible, however, to so control or regulme the techniques
of production that control over the trade unions or the sppetite
of workers becomes virtually unnecesary, All that the Flanning
Commission or the Government of India need 1o do is to listen
wuunﬂ!mnmufm:m-nmwhmmmnhm

d every day. Gandhi’ iption that
shall be manafactured on a large, factory scale which cannot be
manufactured on o small or cottage scale, will not only bring
down the cost of development and, ai the same time, increass
employment opportunities steeply but will render trade unions
irrelevant, For there will be no hired workers in cottage indusiry
and oaly a few of them in small-scale indusiry.

Although there will be strong opposition 1o the proposal on
w:nlundpolmnlgrwmh mmmuaﬂmmmm
wages or in wages in smal industry
nezd e intreduced. Cheap labour is our greatest asset, and should
ot i fts own o national interest be allowed to go waste, Needless
to say, forbearance in this respect will widen employment oppor-
tunities, incresse the rate of economic growth, reduce income
dispurities, and promote export trade.

Once the techniques are controlled, that is, once we ensune lww
goods are made and that, as o incomes are di
edmmuthehrgnlnmnbemrourpgopk. we meed not bather
what kind ofgonds whether wod- of cluss consumption or goods

of mass are made. E: hing ekse will take care of
itself. For, nnwsatil} that s, because af Imn:mmn of technique,
these {labour-i will be ing. with rare

ummmlymhgmdslhtthmndthepmkuﬂa[uw
incomes, residing in villages or towns in the neighbourhood of
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their locutions, will be needing. Further, the government will have
been saved an attempt ot druwing a line between the two kinds of
oods (which in any case will be arbitrary), the need to put curbs
on consumption in the form of control over price, quality and
guantity, ete., mnd the temptation o institutional reforms
which increasingly fimit the domain of free economic activity and,
1o that exteat, the domain of democracy.

The real choice in our country i not so much between large
and smallscale industry, as between power-driven industry
{arge or small) on the one hand and cottage industry on the other.
Oty the latter can provide gainful employment to the millions in
1he villages who are busy during the sowing and harvesting seasons,
Bt #re idle for the rest of the yea,, The “colonial™ relationship
‘which has developed between towns und villages will disappear
only when consumer goods, ranging from soap 10 cloth, are both
produced and sold in villages.

A demarcat'nig line will, therefore, have 1o be drwn between
cottage and small-scale industries 100, the latter being curbed or
regulated in the interest of the former. The muin consideration in
the present cofitext of our sconomic conditions st provide
employment 1o people in the villages and, although small-scale
industry provides more cmployment (and, in an overwhelming
percentuge of cases, also produces more) per unit of investment
than medium and large-scale indusiry, it provides for less
employment (and produces fess) than cottage industry in every
case, While, therefore, in most cases small-scale industry will alse
have 1o be protecied agminst farge-scale industry, cottage industry
will have to be protected against both. Then and then alone will
we be able to schieve what Makutma Gandhi had dreamed of
hall = century ago, viz., “10 return to the villages what has so
cruelly and thoughtlessly been snatched nwary from them by city-
dwellers.”

Discussing Industriglization policies of  the South  Asian
countries, the eminent Swedish cconomist and sociul scicntist,
Gunnar Myrdal, also streised the need of the modern sector and
1he traditionnl sector existing side by side in these countries.

The preservation and promotion of cottage industry in the
villages implies that the underdeveloped countries of South
Asia will have two distinet economic sectors: A small, but
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growing, fally sector of lirge-scale and
I 1 d and o vastly larger sector
that will use lnbour-intensive technigues not 100 different from
the traditional ones and continue to give work 1o most of the
rapidly increasing labour force. And as the modernised sector
will economise on htbour and will not create much employment
for a long time to come, while the labour force will grow rapidly
until the end of the century, this pattern cannot be merely o
transitional one; it will have to be accepted as the pattern that
will prevail for many decades ©

As amongst sub-sectors of the non-agricultural sector, next to
i o and port can provide the largest
employment. In 1974 transport and communications provided
employment to 23.9 lakhs of workers, and construction to 118
lakhs. A much larger contribition than at present could, however,
be obtained from those spurces. Next to food and roiment, honse
or shelter is the bisic necessity of o man. But as we have seen,
millions of people in our country live without a roof over ther
heads. Simitarly, while roads (along with transpo.t) are vital for
economic growth, their milcage, say, per one likh of persons, i
much less in India thun in many other countries of the world.,
The building uf n new road in devﬂepll\g reglons opens up
painful opp for expl uvailabie in
sach regions. It infl the croppi pcum-m ili supply
of inputs, enlarges the size of the market and marketnhle surpius,
fetches & better price, promotes labour mobility, and provides a
fillip 10 the development of indisstries that can come up by wsing
the focally available raw materials, which would otherwise go
unutilized il the products could not be transported to areas where
there is & demand for them, -
Actording to the 1961-81 Rond Plan, an annual expenditure
of Rs 19 crores on constriction and R< 50 Inkhs on  maintenance
creates job opportunities for technical personnel every year as
shown in the tble on the next page.

From the norm “construction” employment for different heads
of development, ronds seem to have the highest employment

Vo sian Drama, p. 1239,
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1. The norm ! on roads for one
crore rupees of expeaditure is about 10,430 as against 5,200 for
agricaltural production, 8,000 for forest and soil conservation,
5,000 for housing, ?Mfwmmdmdmmhﬂswn@ 1,700
For large and medium ind ‘The
Mmmmldmmm Imanmd;.
Tt is about 1,000 a5 against 1,250 for agricultural production,
300 for bousing, 3,200 for village and small industries and 2,500
for read transport.®

Category af Far Far main-
and plasning Jemance

Cirnduates & s

Digloma holder 1,080 5

Other technical stalf 1,125 6l

As regurds ion of houses or the Gi
dhdummﬂmﬂymmmﬂmlmmnpn
number of pre-fabricated housing factories on the lines of the

mnmvmmwhmmﬁmanmur
Uittar Pradesh decided to construct 5,000 basic school buildings
in the countryside in 1973-74, each costing R 10,000 with pre-
fubricated material. Leaving aside the question of employment
which will necessarily shrink, all this is being done in the wweth of
nhruumulhnm-ﬁhnmkoungummannn
Similarly, p bridges are
bunt put wwﬂem—dsnfmmphmthuwudmk
ood of the site may be rotting away in enforced idle-
mess, who could with equal efficiency construct these bridges with
their hands. Mechanical biick-laying is also being encouraged.
Apart from ronds and buildings there are works like railway
tracks and irrigation or hydro-electric reservoirs and dams which
need to be and are being constructed. All these works conld be
constructed with the wse of manunl laboor nnd other labour-
intenave methods yielding immediate und high dividends in the
form of millions of jobs. No machinery should, therefore, be used

SAshok V. Buleshkar, sd., Towards Sociaiist Trawafoemation of fadian
Eromemy, Popular Prakashan, 1972
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in eonstruction of houses or buildings and public works of any
kind.

In view nf uur Impu mnnpawr available, the use of giant earih
y because it serves to
cxuhummpla,m;\ﬂﬂn!l roads, bridges, and dams or re-
servoirs do not have to compete in warl-d markets which might
require ion of their

All the departments at the Centre, barring 0 few, had acquired

and dat g equip It is being
I'ursnmn o mno:ed that in all spheres where a work can be
pecomplished by hand, the modern machine does not ndd to pro-
duction, but saves labour and thus creates unemployment. The
machines come in only when the hands for a job required are too
few or the job cannot be executed with hands at all.

If India has to live and make the grade, the vast unemploy-
ment and underemployment which afflict its economy must be
wiped out ut the earfiest, It must, therefore, be unequivocally
laid down: that the aim of our economic policy will be changed
from Increasing the grods national production to increasing pro-
ductive employment. The creation of mere Jobs would unavoid-
ably cause & rise in GNP but whea, if at all, faced with the choice
between the higher rate of growth of GNP with fewer jobs on
the one hand, and a lower rate of growth with maore jobs on the
other, we will unhesitatingly opt for the latter course,

CONCLUSION

Gandhi visaalized the growth of Indian economy on the basis of
our own resource-endowment and our own techniques or techni-
ques evolved to suit our conditions of scarce capital and redon-
dant labour. The choice of an appropriate growth sirstegy was to
be conditioned and determined entirely by what our country
pummisdfrdhnmmlmrdodhghpdnﬂty

our post-i fership hod other
idﬂsmdul.uwl Thecmntrynwnlcpkmmwhm
Inrgely to foreign technaology. The incongruity between our domes-
tic economic and social conditions and the fruits of such foreign
technology did not strike them. Steel, then 2 scarce commodity,
replaced wood and bamboo; cement substitated lime and in the
field of traction and power generation, petrol and petroleum pro-
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ducts began 1o play an expanding role at the expense of coal,
Chemical fertilizers began to be preferred to organic manure and
even in the manufacture of fertilizers, naptha began to be
favoured to coal.

There wis Iluu i dehhem.: and nmdy shift nway from the
Gandhian et of 1i were
totadly :wmn.-d Foreign Mnnlm came 1o be grafted on to our
economic system in total disregard of the vast differentinl in
their respective resource-pvailabilities.

The contribution that individunks could muke in terms of higher
nationul income and provision of more goods and services was
completely befittled. In fts plau. the \tﬂk: omd :hl cupmly to find
solutions to vast and § was
greatly exngrerated, The entire emphasis was this shifted o state
initiative and gigantic projects involving, almost in every case,
impart of foreign technology together with {oreign basic resources
whether primary, processed or intermediate. Jobs were created
in other countries, and our own people at home kept in enforced
idieness.

This tragic oricentation of our strategy for economic growth
resulted in the creation, within our country, of a very powerful
class which developed a vested interest in imports of all kinds,
including mdiscriminate import of forsign technology. The spe-
cous plea began to be advanced that therchy the pace of the
country's was being qui

‘We have thus built an edifice which has little support from the
base. Millions of our people are neither beneficinries nor partici-
pants in the growth process. In real terms, there continuous
drain of resources. Urges ot all levels have been stilled and all
incentives und initiatives stiffled. An all out crisis has become a
built-in feature of the approach.

The aminous dis fons of our d i e crisis is
 troe index of the shift that had been brought about from the path
shown by Gandhi. His approach was simple and clear: mobilize
the people to creste wealth. Let them develop village forests and
ml: mmdlgml!l.lndmdm: energy from numerous

Let people’s initiative be diffused as extensively
as possible. Let us have, if necessary, hig capital-intensive pro-
jects but let these be created and run by local resources.

While India unceremoniously discarded Gandhi with soch
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i other igs, notably China, Viet
Nam, and Tanzania, not only benefited and even succeeded in
demonstrating to the rest of the world how Gandhian type of
planning was basically right for a predominantly agriculiural
country, especially in the early stages of ity development.

After its initial dependence on the Soviet Union, China was
quick to free itself from the Soviet apron-strings. Despite its un-
compromising stand, China, when Mao died, owed no debt 1o
2ny country and her unemployment problem had practically
been solved. Viet Mam's achicvements are equally spectucular
while Tanzanin, under President Nyerere, has almost become an

henatic model for the ) ication of the main princi-
ples of the Gandhian approach to plinning,

Therefore, so long as this country remains committed 1o the
present pattern of economic development in which it sets up capi-
tal-intensive modern industries at cost, only 1o cater to
the needs of the urban elite or to export their products at throw-
away prices, not only will uncmployment go cn increasing and
capital go on concentrating in the hands of a few, it will also run
the risk of going deeper and decper into hondage to the affluent
nations, The only and the right way of avoiding this bondage,
in other words, of fostering financial and technological seli-
reliance is to make o clear break with the prevailing pattern of
indumhﬁu&uuaadmmtheﬁsmﬁmwh,admedur
eourse to the changed or changing conditions. This path dictates
that the production of consamer goods, for example, shoes,
clothes, or soap by machines, is banned, thereby virtually forcing
the cottage industries 1o fill in the gap; chemical fertilizers are ro-
placed with organic manures as rapidly as possible: urban planning
in taken in hand with & view to minimizing the need for power-
driven transport; and building laws are framed which com
tich and poor alike to go in for low-rise, high deasity housing,
using cheap, locally availuble building materials like bamboo,
clay, bricks and tiles.

In fact, up to the time when full employment hias been achieved,

has o be I chewed, for example, in
ion of office or residential buildings, roads, bridges,
railway tracks or irrigation dams and jrs. Pre-fabri
housing factories and earth and earth.

will,
therefore, have to be shut down or scrapped. Nor will electro-
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et o g i
mechanized bakeries, which the Congress government established
all over the country, be allowed to function. They will be replaced
by the old systems which will provide more employment. {So
far a8 sgriculture is concerned, only small machines may be used,
as In Japan, which will supplement but mot supplant human
Tabour.}

In & country like India where unemployment is widespread, it
» economically more efficient to raise outpat by incressing em-

with vi (that is, production per worker) con-
smnmlnby’ ing prods ity with s constant,
jon or forther hanization of the y has,

therefore, (o be discouraged till all the people without jobs have
been Tully absorbed. Meanwhile, if and wherever we are faced
with u choice betwesn two techniques, one of which will employ
more workers and the other, fewer workers, to produce the same.
result oc umount of GNP, with rare exceptions, which imme-
diste national jnterest may demand, it i the later that will be
chosen,
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Conclusion

Were this writer saddled with the responsibility of framing &
testament of economic philosophy for the Janata Party, he would
o it briefly as follows.

Man does not live by bread alone. Freedom and oquality are as
indispensable as the satisfaction of his material wants. The Janata
Party is, therefore, pledged towards building up an cconomic
system which will securs all these requirements—bread, freedom,
and equality—to the maximum extent possible.

The record of human history is replete with the lesson that
freedom and equality, in absolute terms, are sworn and everlasting
encmies; where one prevails, the other either dies or withers away.
Leave men free, and their natural inequalities multiply afmost
geometrically. Try to make them equal, they become slaves. So,
the need arises for India to evdop an alternative 1o the two
extreme forms—a capitali as it originall d:\dur—-
cd in the Western ies, and the di M
practised in the communist states.

The Junata Party befieves in treading the middle path—in
creating a society based mainly on self-employment. Knowing
that, inasmuch as praciical ability differs from man to man,
inequality in achievements will continue, howsoever freedom may
be repressed, it believes in an egalituripn socicty with narrow
income differentinls—a system where, subject to exceptions, the
citizens will be free in the choice snd aperation of their economic
life.

The Janata Party is opposed to any system which allows indivi-
dunls unrestricted freedom 1o exploit the economic needs of
others; at the same time, it is equally opposed to the state
possessing unlimited powers to carb imitiative, restrict econamic
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freedom or take it away altogether, thereby créating a monopoly
fot itself. In other words, while being a friend or a servant of the
small man and siriving always for the uplift of the underdog,
the Januia Party does not believe in any system which marches
away fuman dignity and freedom. At the same time, while believing
in freedom urmmrm:.mimhnyﬂmwthﬁnwhm
system which exploits the labour of others.

The party believes that the widest dispersion of ownership of
property and means of production iz the only assurance that
democracy is safe and would endire. It i, thercfore, opposed fo
all concentration: of economic power, whether it be in the hands of
n few capitalists or the state itself. Such concentration inhibits
freedom, in one case, und gives rise to undue disparities in levels
of living, in the ather, therehy engendering social and political
tensions

With a view 10 attaining its deal, the party will put a curb ora
ceiling on cconomic power by imposition of physical limits where
feasible, both on existing sons and future 15t ar
through differentinl taxation on incomes and whatever other
measures that are passible. so s to reduce these inequalities to the
minimum and, second, 15 regulate or demarcate the techmiques or
the mode and scale of i i i y i i
preduction, for the future, so thut monopolies of wealth or gross
inequulities in fncomes thut prevail in our economy do not re-
emerge or get A technique of production not only
Benerates certain incomes but abio serves 1o distribute it in a
particulur fashion.

This wms up the party's ic ideology and philosoph
The question urises as to how this will come to be actually applied
on the ground. For this, we will huve first to identify the problems
that call for immediate solutions. Obvioushy, the three problems
which the country faces in the economic sphere, or the three ills
which afflict our ecomomy, can be identified as Poverty, Mount-
ing  Unemployment, and Widening Disparities in Wealth and
Tncomes.

Logically, the uim of our economic policy should be the
estublishment of u structure which, while serving to increase
production, will &t the same time provide employment, a5 also
reduce, if not entirely climinate, income disparities. Inasmuch as
social, political, and e life is i India’s prefe
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should be for an economy which, even as it ensures bread, freedom,
antd equality to the maximum extent possible, also releases forees
which promote and strengthen the democratic way of life that we
lave chiosen For ourselves.

While proceeding to translue the sbove beliefs into practice,
the Janata Party, in fact any political party anywhere, will have to
keep the country’s factor endowment in mind. It can but rear, or
should rear, an economic structure whereby the people derive the
greatest profit per unit of the limiting factor (of production),
“Thus, if land be the limiting factor, the aim should be to make the
targest profit per acre. If lnbour limits the business, the aim should
be the largest possible profit per unit of labour, Similarly, if the
limiting Factor be capital, the aim should be the greatest profit
per unit of fixed capital investment.

The Janom Party will strive for establishment of an cconomy
which  will:

{a) (1) ensure higher production per unit of land in the field
of agriculture, because land is the crucial fimiting factor in
our conditions and, therefore, more valuable than cither
labour or capital; (i) ensure optimem produciion per unit of
capital !am:rmmu in the Mhl of industry, because capital is

wearce fuure, more valuable than labour;

(&) provide maximum employment per unit of land in agricul-
ture and per unit of capital investment in industry, as we have a
huge population to support and unemployment is on the
increase;

(¢} serve to reduce inequalitics in incomes, because parpetua-
tion and accentuntion of the existing disparities sggravate
social and political tensions in society; and

{sf) help nvoid exploitation of others’ labour to the maximum
extent possible so thut opportunity is provided 1o the lnrgest
number of our people for development of their personulity and
pursait of their individual interests.

Indin’s purpose will be served best by an economy which consists
of small independent peasant-farms, inferlinked by service co-
operatives in the field of agriculture, and, subject to certain
exceptions (projects which canoot be operated on & small scale),
miinly of cottage snd small-scale enterprises, again served by co-
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operatives where necessary, in the licld of manufacturing industry,
Such an economy will produce more goods, provide more employ-
meat, crb inconie-disparitics, and promote a democratic way of
life

Today, our industrial economy is a mixed one: it consists of
both private and public sectors. The private sector reprosenting
capitalism calls for a highly progressive system of taxation and
direct transfer of tax receipts (o the needy and for public spending
on projects that benefit the pour more than the rich. Per capita
incomes, however, being low and the apgregate national income
distributed very unevenly, the tix base is extremely mm}w Dhrect

taxes have, in 1o be severcly p and large-
ﬁuwﬂwhﬂ.\mimbmmnmw Bu:whu:lhuzﬁly
it lax system: thus

retarding economic expansion, indirect taxes are regressive, that
is, their incidence fulls more hemvily on the poor than on the
rich and, applied umswclr. as xhq have been in India, ruise
the cost of prody

So far a1 the pubhc sector luprﬂcnlu!l Marxian socialism (or,
shall we say, s d, its p at least,
in gur country has been disappointing. While there s no question
of taxation in this sector, it offery litde or no surplos that may
be directly or indirectly transferred to the poor and the under-
employed or may be invested in projects which will seeve their
needs, Nor can it otherwise serve as 1 model for Indis, for, whils
communist countries have done away with extreme inegualitics,
they have paid toa heasy a price in terms of individual Treedom
and initiative,

There is o way out, however, propounded by Gandhi under
whlch i| is simple Jabour-intensive techniques and small-scale

duction that will the

pattern. Tnasmuch s the initial distribution of the national
income under this system favours the workers and, thus,
circumscribes the scope for monopolies there i littlke or no
nesd or occasion for redistributing it through the agency of the
state. For, it is the techniques which define the relative participa-
tion of different agents in the process of production and, hence,
their shares in the incomes ihut arise. In labour-intensive enier-
prises it is labour that ets the largest share: in capital-intensive
units, the capitalist. Further, perhaps, everybody will agree that
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seif-employment, which simple labour-intensive techniques will
ensure, is any day better than wage employment or doles. A
course under which an overwhelming percentage of the people
individually earn their own living, that i, avail of their own means
of production and sre not dependent on any one else for their
livelihood, is decidedly a far bettor course than one under which
wealth is first created by and concenirated in the hands of a few
individuals o, for that matter, in the hands of the state itself, and
then the profits or surplus value is transferred to or distributed in
various forms amongst the deprived through the agency or o
bureancracy.

During the later part of his life Gandhi had thought out &
scheme under which industrialists would work as trustees on
behall of the society. He had talked of this to avoid the evils of
heavy industry while kecping it alive. He spoke and wrote about
it many times. Perhaps, the clearest and briefest sccount is given
in an issue of the Harijan, in which be wrote that under it indus-
triatists “would be allowed to retain the stewardship of their
possessions and 10 use their talent to increase the wealth, not for
their own sake but for the sake of the nation, and, thersfore, with-
out exploitation. The State would regulate the rite of commission
which they would get commensurate with the service rendered
and its value to society, Their children would inherit the stewaid-
ship only if they proved their fitness for it*

The objective was a system of management and control of
industry that will take account of the interest of labour, consumers,
taw malerial suppliers, people living in the vicinity and society
in general as well as that of sharc-holders. But this would be
nchicved  without losing the expertise of the peoprictors or

gers or the i ive 1o increase production. All the profits
will go to the state and will be ploughed back into the economy.
The surplus value produced by heavy industry belongs neither to
the worker nor 10 the entrepeeneur, but to the entire nation whaowe
labenirs and brain power made the establishment of such industry
and its operation possible. What would be avoided are both
private cupitalism and stats ownership which Gandhi dreaded—
and not without good reason—as many more of us realize foday
than when he was alive.

But in this matter-of-fact world it is not possible to persuade
owners to give up effective control of industry merely by appealing
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to their benevolence and sense of national duty. A world teacher
that he was, the Mahatma talked of the ultimate snd set heights
which are not easy to scale, at least today. Yet, the Janata Party
would Tike to make sn experiment of trusteeship in selected
ipheres, somewhat on the lines advocated by him,
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