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There is consiJerahle evidence o faccelerated comnierciaiisation ofagriculture since (he J980s. The process may have
furtheracceleratedsince early 1990sand hasinduced growth, making agriculture much more dynamic than ever in the past.
Yet, do weface the paradox ofa dynamic agriculture along with stagnating peasants?

THERE was a surge of studies on commcr-
cialisaiion of agriculture in India during (he
1970sandcarly 1980s. A memorable seminar
at Trivandrum in 1981 gave a forum for
presendng many of the historically-oriented
studies, some of which were brought out in
avolumcin 1985[Rajetal 1985].Inapcrce-
fMivcessay attheend ofthis volume. Krishna

Bharadwaj presented an economic-analytic

sketch of the process of commercialisation.

Her essay as well as K N Raj's introduction

to the volume posed the question of why in

spile of a long history of commercialisation
of Indian agriculture, the productivity was
low and backwardness still persisted.

9 haradwaj ventured an answer herself:

' Jhe retrogressive working of exchange
relations - with the underdevelopment or
muted formation of capitalist relations in
one market reinforcing similartendcncics in
others, and the operation of intcrlinkages
diverting surpluses into unproductive
channels affecting the growth and
reinvestment of surplus arises from a
preponderance of the categories of ‘very
small operators’and 'small operators' among
the differentiated peasantry. These are
chronically deficienthouseholdswhich have
to cling to agriculture as the only source of
livelihood and whose survival derives from
a chronic ami cumulative indebtedness.
..It is also tlic low level of investment in
agriculture and the weak pull-lurccopcrating
from industry that perpetuates ilie state of
backwardness. In order to push the agricul-
tural economy out of the rut. a critical mini-
mum level and pace of accumulation would
be needed. In certain p<K'kct\whcre this has
been achieved, ‘commercialisation' has
paved (he way for capitalist accumulation.
[Bharadwaj 1985;339)

She also drew a distinction between
compulsive or forced commercialisation on
the.one hand and genuine commercialisation
paving the way for capitalist development
of agriculture on the other. She was afraid
that much of (he commercialisation in India
was of the former kind {see also Bharadwaj
19741,

It is now over 10 years since Bharadwaj
wrote this piece. Even at that time when the
greenrevolution had already made an impact
og” Indian agriculture, such a dark
charactcrisation would have raised many

eyebrows. Has anything happened in Indian
i

agriculture to warrant a more optimistic
characterisation of it? How do we view it
today? This essay is an attempt in this
direction.

Bharadwaj listed a number of features of
growing commercialisation taking cue from
Marx: “commutation of rent in terms of
money, (he displacement of crop sharing
tenancy by cash rents, a larger degree of
monetisation of outputs and inputs (i e. of
the proportion of inputs and outputs pur-
chased and sold), increased area under cash
cropsora larger proportion in output of cash
crops, the rapid increase in the number of
landless labourers, etc" libid:332-3). Com-
mercialisation thus covered not only agri-
cultural output, but also land, labour and
credit markets.

Whether commercialisation acts as an
engine of growth or not would depend
essentially on how these markets function.
If (he marke(s simply siphon off surplus into
unproductive channels, reduce the rate of
return to productive agents such as farmers
and labourers, stifle incentives forproduction
and investment, and do not provide necessary
mobility to achieve higher rales of return,
or make returns too risky and unstable, they
may not act as growth promoting. In such
a case, even commercialisation cannot be
expected to be sell-sustained and go far
enough, but gets stunted and conlincd to
forced commercialisation, let alone achieve
sustained growth. It appears reasonable to
observe that while a certaii\ amount of
commercialisatiim of the forced ttalure can
co-exist with stagnation in agriculture,
sustained growth cannot be expected without
genuine commercialisation. We may clarify
here that while forced commercialisation,
characterised by distress sales, is for meeting
compulsive needs like repaying loans and
paying taxes and for sheer survival, genuine
commercialisation is meant for realising a
surplus. The generationofsurpluscan provide
growth not only in agriculture but also in
other sectors.

G rowth and Djversihcation of Indian

Agriculture

With this perspective in mind, it would
be useful to review growth performance of
Indian agriculture and its nature. This paper

is confined to agriculture proper, i e, crop
cultivation. A tremendous growth has taken
place in the livestock sector and even
aquaculture in recent years, showing that the
ruraleconomy isgetting both commercialised
anddiversified atafastrate. Butthe following
analysis would show that this has not b~n
at the cost of agriculture proper or its
commercialisation .

Taking the index numbers of agricultural
production, its compound rate of growth per
annum during the entire period 1949-50 to
1993-94 as a whole, worked out to be 2.63
per cent for all crops, 2.49 per cent for
foodgrains and 2.89 per cent for non*
foodgrains. These growth rates were higher
than that of population during the period,
which was about 2.2 per cent per annum. It
is remarkable that the growth of non-
foodgrains part of agricultural production
recorded a higher rate than for foodgrains.
Inaprocess ofacceleratingeconomic growth
and commercialisation of agriculture, it is
expected that the non-foodgrain part would
grow at a higher rate resulting in a growing
diversification ofagriculture.Thiscan happen
because of two factors. First, as the
commercialised sector grows relative to
subsistence sector, the importance given by
farmers to food crops as a source of
subsistence declines. Secondly, with
economic growth, the demand from the larger
economy for non-foodgrain commodities
increases due to a higher income elasticity
of denxaud for them.

Foodgrainsasagioup isnothomogeneous
in this regard, since the two superior cereals,
riceand wheat.have ahigher Income elasticity
of demand and are more comntercialised.
They provide a contrast to coarse cereals
which are much less commercialised.
Between 1949-50 and 1993-94, while (he
production of rice increased by 2.66 and
wheal by 5.64 per cent per annum, the
production of coarse cereals increased by
only 1.17 per cent per annum. It may be
argued thatthese differences are technology-
driven,owingto HY Vsbeingevolved mainly
in the case of wheat and rice but much less
in the case of coarse cereals. But the
technological forces would not have received
the same thrust in the case ofsuperior cereals
had it not been for a higher demand for them.



Though technoJogy did not play a strong
enough role in the case of the non-roodgrain
part of agricultural production, ii recorded
a higher rale of growih than in i)je case of
each of foodgrains except wheat, and also
higher than in the case of foodg*.iins as a
whole.

Ifrelative ralesofgrowth ofsupeiiorcereals
and non-foodgrains are an indication of
commercialisation, an acceleration in them
could be indicative of acceleration of
commercialisation. We can see this from
Table 1. which prc.sents growth rates in area,
production and yield perhectare forprincipal
crops, forthree periods separately from 1949-
50 to 1964-65 (the pre-green revolution
period), from 1967-68 to 1980-81 (the first
phase of the green revolution), and from
1980-81 to 1993-94 the recent period. We
shall call them as the first, secoiid and the
third period respectively. A few points stand
out from Table 1. First, while (he growth
rates are somewhat less in the second period
than in the first, they have accclcrated in the
third period, on the whole being higher than
in the first. Inlerc.stingly, it was in the first
and third periods thattcrms of trade moved
in favour of agriculture, while they moved
against agriculture during the second period
[cf Nadkami 1987:169*170; and Nadkarni
1993:6]. ltcannotbe acoincidence that rates
of growth moved up when tenns of trade
were favourable and moved down when they
were declining. In any case, there isno doubt
about the upsurge in production and
productivity in rccent years, which cannot
be attributed tojust the weather, concluded
by Sawant and Achutan (1995), Secondly,
growth rates in the production of the nun-
foodgrain part are higher in all periods than
thatoffoodgrains in spite ofthe technological
advance being more in favour of foodgrains.
Tliirdly,becauseofthishiased technological
advance, the rate of growth in the yield per
hectare of foodgrains has been higher in aH
the three periods than in non-foodgrains.
Fourthly, because of this differential in yield
growth. lhcrchasbeenaconspiciiou sattempt
to make up for this by increasing the area
under non-fo(xJgrains.Thereis ;ideceleration
of growth in the area u/ider hoih. but this
deceleration is well marked in the case of
foodgrains; its area has even declined during
the third period, while giving way to non-
foodgrains. The rateofgrowih ofareainnon-
foodgrains has always been hi[:hcr than that
offiHKIgrains, SO much so that nun-foodgrain
production has grown faster Ih:',n foodgrains
production in spite of low rates of growth
in yields.

We get a clear indication of accelerating
commercialisation ofIndian agriculture after
1980-81 fromTable2 which presentsapicture
of changing crop pattern nnd growing
diversification. The proportion of areaunder
foodgrains declined during 30 years from

1950-5! 10 1980-81 by only 2.8 percentage
points (from 76.7 per cent to 73.9 per cent),
butwithin the following decade by 5 percent
points (lo 68.9 per cent). There was a
corresponding increase in the proportion of
area under non-foodgrains. This trend
continued during 1991-92 also. Among
foodgrains, however, this decline is only in
the case of coarse cereals and pulses. The
proportion ofareaunderrice has almost been
constant during the whole period, but the
proportion of area under wheal increased
sharply up lo 1970-71. lapered off up to

rise In the area under fruit, vegetables and
oil seeds. A full picture of diversification
cannot be had from Table 2 as figures foj
area under such new entrants as mulberry
and floriculture were not available. The
traditional commercial crop - sugarcane
has maintained an upward trend, almost!
doubling itsshare in total cropped areaduring
the 40 years. In spite of these significanC
changes in cropping pattern, it is remarkably
that foodgrains still account for over two-, i
thirdsofthe total cropped area and their share i
is not likely to decline below SO per cent &|

1980-81 and then stabilised between 1980-
81 and 1991-92. If we look at the compo-
sition of non-foodgrains, an increased
diversillcationisvisible.Thereisasignificant

least during the next 10 to 20 years. The huge”
sizeofour population whichisyettostabilist
is a guarantee for a continued demand fo
foodgrains, particularly rice, wheat antf

Table 1: Compound G rowto Rates of Area (A). Production (P), and Yieu>(Y) of Principal
Crops, All India -
{per centper

Crops 1949-50 to 1964-65 1967-68 to 1980-81 1980-81 to 1993-94'
A P Y A P Y A P Y
Rice 121 350 2725 077 222 145 049 347 29
Wheal 2.69 398 127 2.94 5,65 2.62 0.55 3.53  297]
Coarse cereals 0.90 2.25 1,23 -1.03 0-67 1.64 -1.83 0.67 2.36
Ail cereals 125 321 177 0.37 2.61 1.70 -0.36 3.02 2.89j
Pulses 1.72 141 -0.18 0.44 -0.40 -0.67 -0.13 120 125
Total foodgrains 1,35 282 136 0.38 2.15 1.33 -0.32 2.79  2.69'
Sugarcane 3.28 426 0,95 1,78  2.60 0.80 1.78 3.15  1.36*
Groundnut 4,01 4,34 031 -0.31 0,64 0,96 1.68 3.06 1.34-
Tolal oilseeds 2.67 3.2 0,30 0,26 0.98 0,68 2.43 5.97
Collon 2,47 455 2,04 0,07 2,61 2.54 -0.44 3.65 4.10;
Julc 3.00 3,50 0,49 1,23 2.06 0.81 -1.36 148 2-88
Toial fibres 2,71 4.56 1.58 0,19 2,53 2,31 -0.69 3.27 394
Polato 438 4.28 -0.11 4,29 7.78 3,35 3.05 4.69 158
Tobacco 1.66 2,79 1.10 -0-08 2.22 2.30 -1.M 1.17 234
Non-foodgrains 244 3-74 0,89 0,94 , 2.26 1-19 « 1.90 4.31 2.26
All crops 1-58 3.15 1,21 0.51 2.19 1.28 0.25 3,36 249
Snie: Raived on fndex nos wiih iriennium ending 1981-82= 100

Siiiirce: Growth rates arc as given in Aftrit uliurul Siulixlics tti a Cfunce, March 1995.

Tabi-i; 2: Chanofj; in Cropping pArtF.RN. A Il India
( As pcrceniagc to (olal gros.s croppcd area)

Crops 1950-51 1960-61 1970-71 1980-81 1990-91 1991-92;}
Rice 23.6 22,3 22.6 23,3 23.0 23.3
Wheat 7,6 8.5 11.0 12.8 12.9 12,8
Coarse ccreals 30,0 294 27.8 24.6 19.5 18.6
Toul cereals 61.1 60.2 61.4 60,7 55.4 54.7
Toial pulses 15.6 155 14.0 13.2 135 12.5
Total foodgrains 767 75.7 75,4 73.9 68-9 67.2
Sugarcane 33 1.6 16 J,6 2.0 2.2
Condiments and spices 0.9 1.0 11 1.2 13 13
Fruits 0,6 0,7 0.9 11 14 15
Potatoes 0,1 02 0.3 0.4 0.5 06
Onions 0,1 0,1 Ol 0.1 0,2 0.2 2
Toial vegetable 1.2 1,0 13 1.7 45 47 *
Total oilseeds 8,3 8,3 8.9 9.2 135 14.9
Coltorr 4.3 5,0 4.7 4,5 4» 4.2
Jute 0,4 0,4 0.4 0.5 0.4 0.5
Total fibres 51 57 55 5.4 4.7 4.8
Tobacco 0,3 0.3 0,2 0.3 0.2 0.3
Other crops 5.6 57 51 5.6 5.8 55
Tolal non-foodgrains 23,3 24-3 24.6 26.1 31.1 32.8
Total gross 100 100 100 100 100 100
Cropped area in min ha 131.9 152.8 1658 1731 185.9 182,7

Source: Indian Af>riaiUure in Brief, various editions, and Affricutturai Staii,tlics at a

March 1995.



Gi(n lowtArnlc llitai) lot odicr ttMuls liLc tntik,

tiK'MI. |>ocilliy pnulucts. huil :>iul vi-iicUil'lo's.
lixnjrr {«' M akkiii 1) Si'ki'l.i's

In ihc proccss. (oiHIt:tains ilicinsclvcs arc
Poilitij* more nndiimiccdiM mcttiriliscd. ) liis
is icllccteil iii Ihc fiioulh ol nijiikclril poii
u( mUpul. 'l Uc tU«u jmhhsU'V'il ii\ iho Hull (in
iin 1'liofl Sltilislirl sliow dial Ilic prc'|n>ilion
i»l inaikcl ntiivals us |>vKiMiiaj:c of ouipui
iiicicascd in tlic ease ol licc lioin 23.4 pci
cenl in 1969-70 lo 32.8 por coiU in 1¥S2-
X3, II'piocuicincnt o!“rite by I1CI is niKlcd
lo it. llic proportion wtndil he seen lo have
iniiease<l even inoie- Slncc pioeiiietni‘'nj is
not included, the .same ptopoiiion in (he< asc
of wheat is almo.sl con.siaiit heisveen these
years - hcinj: 2H.H per ccnl in 1969-70 and
28.0 percent in 1982-83. Grani also rclli-cis
nsignilicant increase in this pioportion. fiom
27.2 percciJt to 33.0 per ccnt during the same
years. Jowar. however, shows no such
inercasc.This pro[)oilion which was alroad)
as low as 10.5 jserccnl in 1969-70 increased
only to 12.4 per ccnl by 1982-S3. Data lor
more rccent years whe?i lliese piopi>ttions
would have increased mucl) inoie and data
for <)ther foodgralns me unlortiinateh noi
av%iluhle.

It seems, ljowcver. lhat the ligiires foi
nwike\ »MV'\\s the cxictsi ol
niaiki'tod output. Apait liom piociuen Lnt.
lliis ishecauscfoodp.iains -e>.pi\ially cc.iis"
icirals aie soki also in sni.illc! mii'l.if-
inchidinj; weekly maikets which Is tii>'
leUcctrd in the maiket aiiivals stali-tics
Hasetl (»n the dala loi the c<'inpicliei’si\c
scheme on ci>st of cullivaiion lur tlie p- linrj
I'W2 -K.Uoi Ittdia, Kumai and Miuiliynnia) a
{1989)esiin)aled llii* piopodion ol mail.eted
suiphis in the output ol «hcat at 58.* pcf
c<nl and a similai piopotlioti It>r pad ly a(
*11.7 pi’«cenl. 1hose lijMiies aie mucti liM:hn
Ihantltat indicalc'dalMi\clionimaiki't ati.vaK.
In a similai sludy toi a inou' u'ccni p iitnl
ol 1982 83 lo 198()-8 7hu KanrUaka. Ke ddv
et al esiimaicil the piopoiiimi ol niaikctcil
smplus ol Jowar al 56,." pi*i ccnl and c'l rapi
al per cent |Ketldy el al 1995| i is
inteiestini: llial even cnaive ceienl - aic
C(M»)meuialised. il Ihese lii:uics are a p iidi.".
aiea seems to he main! ydue lohnvcr demand
lor those ct>n>iiated lo snpejior veu-.i's

Iti spite <l a laiily sipnilicatil proputtion
ol maikcted stii|’his lor Ihe iwo mdlets.
demand al souico lioin jiiovveis ihein'-.-hes
continues lo play an itnpoilanl i(>le in ihcir
case. Kedily el al lound that claslicuy of
niatkeled suiphis with lespect lo pric.' was
nc|Mtive for ragi (Ni/, -0S7). Init i’ uas
positive thoufih less than one h»i jowat (vi/.
0.393). This can he conliasietl wiih s'rnilai
elasticities estinialeil hv Kuinat ami

INDiHXiiic and lulitii.ii W'rrl Iv. 1"V

loi |taddy \shii;hindi(.ate lhcii hellerinaiket
responsiveness ami a inoie c«»nHnercialised
character. Ihesupply response ol subsistence
crops cannol he piicc-clasiic. As ajiiicullure
becomes inoie ctmunerclalised, its supply
function lends lo become nioie elastic. 'I'his
is tnie not tmly of marketed surplus but of
output as well. It nny he recalied Ihat
Knshnan 0965) Uavl esiux»;\ted ihe elasticity
at marketed sui|’lusot loo”lprainsasne”:alivc
durinpthe 1960s, Iliis is not tnjc any more
for at least nee and wheal, as the sludy by
Kumar and Ntruihyunjaya referred above
showed. They also showed Ihat the elasticity
of output supply of wheat to its price was
1.13 and the same lor ricc was 1.39. On the
eonitary, ilie sludy by Keddy et al sl»owed
a very low bul positive elasticity of output
orjowar(vi7,0.028) and anegative elasticity
of output of ragi (-0.51).

AcCIliLtRAIING M o MTTISATION 01- InTIHS

The process of commercialisation of
agriculture has covered inputs loo. which arc
ex|)criencing accelerating monetisation. Kven
a traditional input like laimyard manure Is
highly coinnierclalised now. It has a good
market and fetches a good price. The
dependence on (purchased inputs Is growing,
1 he inciease in the consutnpiion ol chenu* :il
leUiliser has t\cen I'hvnnjucntsl, as can be

seen fr<MU Table W hile this consumption

per heclaie cl j'tosst a i e a ifieiea'ied
I'v only IS 11 lii'in 1VM kjr m 1**70 71
In 31 95 kp i’l K|, il iniii-ised hy ns
tnuchas W 1k“dtitin(;ilielolli>\\'itu’dciade

ﬂ67,19 l.e m |'I"in-*»| Duj; [0 a <;j|:nilicanl
govcfnm'Mil Qii**T\'-"itii'H. \i/, rrtu(‘val of
subsiilirs tm plinspliaiic ami p<iiassic
Icitiliseis, iliL'ir ion “iiin|t[i'n ~leclincd alter
1900-<)I  I{(IA (.-vet, ihe lolal ciMisuMiplinn ol
kg in 19'M ">> Indi.i has ah'*:>d> meuipassal
a lew di-vcli'pitiii ii’MUtiics in this ii;laid,
I huiiii: 1'1'1" 'M, uhili- hulia's {('nsumplion
ol ti-itiliM'i pn Iv'aic n| ai'iaiiltut.il aica
was (i8 2 ke, (I -Aas (>n!v 50.6 kg in Clttna,
53.3 ku in I'hihppiii'.-s. 52.1 k<?in 'l hailand,
and 25-t kj' in the wntld as a whole
|l 1itiiltiii \ p I\ tt7].

Since iii['nis aie hniiehl olten tlin’Uj’h
instiiulii'iial m'lln (In’in co-opeiaii\es aivl
commercial banks), iiends in it are a good

again, iis we can sec liom Table 4. thcie has
been acceleration after 1980-81. Table 4
piescntsdata forcrpilit How - boih lolal and
on |>er hcctarc bnsis, in nionclary terms as
well asadjusted forinllalion using tiieindcx
numbers of wholesale piiccs. lhe increase
in the How can be seen to be significant In
real terms too. paiticulaily alter 1980-81.
divestment in private migation also has
grown considerably. Indicating reduccd
dependence on government crcaled Irriga-
tion. Net irrigated area as per cent of net
sown area increased in India from 17.6 in
1950-51 lo only 18.5 per cent in 1960-61,
and lhen accelerating to 22.2 in 1970-71,
27.7 per ccnl In 1980-81, 33.6 in 1990-91
and 34.5 percent In 1991-92. Itis most likely
» to taper off as it approaches exploitable
potential of irrigation. Irrigation from*
sources other than by governinent canals
and tanks can be said to be n”ainly from
private sources. Tliough there are a few
public tube wells, well irrigation is
dominantly private. Tabic 5 below presenl.s
the relevant picturc. Net area irrigated by
tube wells, other wells, private canals and
‘other sources' (other than government
canals aitdtanks)increasedfrom 10.1nfillion
hectares in 1950-51 to only I1.0 million
hectares in 1960-61, and Iherealler lo 15.1
million hectares in 1970-71, 21.1 million
hectares 1980-HI, 2R.U miUiun heetiues
in 1990-91 and 28.7 million hectares in
1991-92. In the process, their propoilion in
lolal netirrigated aiea intreasetl Irom 48,4
per lent to 44,4 per cent, 48,4 per cent, 54,4
per cent. 58,5 per ccnt and then lo 58,7 |H;r
cent duiing ies|H’clive yeais, (Jn the con-
trary, there was only a slow increase in area

| AHi.n't: Fi.owiNsirii'iioNAi-C'liiDti ro

Acrici'i.il’kr. AlLi. Inuia
liisliltilioiial liislitiitiiiDal
ciex<lil cfedil I'IT
hilal ~Hi'ilaie of
Ksfnm'
('loppcil
Aii-a(Ks}_
AU-tim'niv At jKi-«2
I'rifcs I'riccs
IV70-71 KK5 1'l 53 V; 147,HJ
iGKHxt  3.'S)if> 196 K) 2IM) 9H
"m)()'M R)K?W umRI 20 2M “H
1'39]-'>2  11S Ofif)! f.2yK1 .tmoK

1M t' fns'ir.U’iio™ oi fiii micAl, I'l hiiiisi hJ : Ai i. Inoia

(i=ir-iiin]’iinn in | (imv's Coitsunijilion I'cr I'lccliiic o{ Cjross C'i(>p|>cd
N mmj’.'~0.~k (j = intur Area in Kgs
") (i.M ss 9 70 0.58 (197-52)
14M1 hi 2\2 Sl 21 2V4 191
1970.71 11 511 2.K) 22Vi 1.V61
1'JSO HJ 1214 f-2t SSK) 31 95
[V'») 91 i)y'n 221 12556 67,49
iwa-'js AL 213t 1(161  14*i20 73,99
Siiiinr i r/lihitr Sttili UK « 1V'J 1 rp | XLiml 111)
UK,
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jfrigatcd by government canals and lanks
together, and their proportion declined
significantly, particularly so under lank
irrigation.

Capital Formation jn Agriculture

The declining importance of public
irrigation is reflected also in the total gross
capital formation in agriculture (GCFA) on
government account. In fact, the latter
showed an absolute declino in real terms
after 1980-81, whereas GCFA on private
account increased in real terms up to 1990*91
(Table6). However, there has been adecline
in absolute terms in GCF on private account
too after 1990-91 as™on public account. The
share of GCF on private account steeply
increased between J980-8! and J990-91.
and has remained at a slightly lower level
during the last two years. To some extent,
private GCFA depends on public GCFA.
When the latter declined, itisremarkable that
the former did notdecline in absolute terms
at least between 1980-81 nnd 1990-91. A
continuously declining GCFAon government
accountwouldhave affected GCFA on private
account. In any case, the proportion of
private GCFA to total has increased from
67 per cent in 1960-61 to 77 per cent in
1992-93. There was a decline in this
proportion between 1970-71 and J980-81
due to massive increase in GCPA on public
account. Will the decline in GCF on private
account after 1990-91 be a momentary
phenomenon? Hopefully so, bccause after
199J-92. )l has risen again ihough it has not
regained the 1990-91 level.

What can be quite worrisome here is the
continuously declining proportion of total
GCF to GDP from agriculture after 1980-81.
The increase in total GCF in 1993-94 has
not been enough to regain earlier levels. An
acceleration in growth rales after 1980-81
does not apparently tally with this pheno-
menon. Ifthis trend continues, it could well
lead to growth rates tapering off. Apart from
a decline in GCP on go\ernment account,
could this decline in the rale of GCF be a
cumulative effect ofa continuosly declining
trend in the proportion of areaunder medium
and large holdings, as wc have noted in a
section below on str\ictural trends? This
decline was particularly sharp during the
decadc after 1980-81 (from 52.6 percent of
total operated area to 44.6 percent). Iflarger
holdings are the major source of capital
accumulation, a decline in the rate of GCF
in agriculture may not be surprising under
these circumstances. Had if not been for this,
an increase in GCF on private account would
have been signficant en<iugh to offset the
decline in GCF on government account, But
how did the accelerati<'n in growth take
placc in spile of the decline in the rate of
GCF? The corresponding increase in the

proportion of area under .smaller holdings
would have increased the requirement of
labour per hectare and reduced relatively the
need for Hxed capital. Both in the case of
food crops and non-food crops, the
importance of working capital required for
the purchase of current market inputs like
fertilisers seems to have sharply increased
as we have noted elsewhere. There has been
no corresponding increase in the need for
fixed capital. It is interesting to note in this
connection that the ratio of net fixed capital
formation to NDP (both at 1980-81 prices),
which increased from 1.23 in 1960-61
and 1.22 in 1970-71 to as high as 1.57 in
1979-80. began to fall thereafter, in spite of
fluctuations around a declining trend. It
was 1.43 in 1980-81. and fell to 1.26 in
1990-9J and further to 1.25 in J993-94
IcfEPW-RF1995:3252).Thedecliningshare
of operated area under medium and larger
holdings may not be the only factor behind
falling capital-output ratios. The spread of
literacy and general education among the
rural people including farmers would have
increased theirskills and productivity. Could
it be that formation of human capital has

more than compensated lor the falli(® rale
of GCF. making possible acceleration in
growth rates? This needs further probe,
any case, it Isthe fall in capital- output ratios
which made higher growth rales possible in
spile of a decline in the rate of GCF. Bui
we cannotalwayscounton declining capital*
outputratios, and a stepping up of GCF may
be necesary to keep up agricultural growth]
rate in future.

Possible Causal Factors

Before going Into the implications of the]
accelerated commercialisation since the
1980s, we may explore the factors behind
this phenomenon. An improvement in the®
overall economic growth and the rise of th™'
middle class in the Indian economy miist"
have played an important role in steppinj®.
up the demand for superior cereals and noHr>
foodgrain agricultural commodities, ‘niese”-
commodities enjoyed a higher income
elasticity of demand. The procurement ok
foodgrains and building up buffer stocks of
foodgrains also gave an assured market fot*
superiorcereals, and protected farmers froro'

Table5; Irrioatto Area »y Source. All India

Government

(in million heclares)"

1)+ Tubewdls Other Private Other (4)+ Total

Canals Tanks 2) Wells Canals  sources (5)+ Net

(6)+ Irrg o

7) JArea’
(1) (2) (3 4) (5) (6) Q)] (8) 9)
1950-51 7.2 3.6 108 6.0 11 3.0 10.1 20.9
(.14.4) (17.2)  (516) - (28.7) (5.3) (14.4) (48.4)  (100)
1960-61 9,2 4.6 13 8 0.2 7.2 1.2 2.4 11.0 248
(37.1) (18.5) (55.6)  (0.8) (29.0) (4.8) (9.7)  (44.4)  (100)
1970-71 12,0 4.1 161 4.5 7.4 0.9 2.3 15.1 31.2
(38,5) (13.1) (516) (14.4) (23.7) (2.9) (7.4)  (48,4)  (100)
1980-81 145 3.2 17.7 9.5 8,2 0.8 2.6 21.1 38.8
(37,4) (8.2) (456) (24.5) (21.1) (2.1) (6.7) (54.4)  (100)
1990-91 16.5 3.3 198 143 10.1 0.5 31 28.0 47.8
(34.5) (7-0) (41.5) (29.8) (21.1) (1.1) (6.5) (58.5) (100)
1991-92 16.8 3.3 20,1 14.8 10.2 0.5 3.2 28.7 48,8
(344) (6.9) (41.3)  (30.3) (20.9) (1-1) (6.5) (58.7)  (100)

Nnie: Figures in brackets arc percentages Jo total net irrigaicd area.

Siiurce: For years 1950-51 to 1980-81- Agriculiural Statistical Compendium. Vol 1Foodgrains
Part I. compiled by P C Bansal, Techno-Economic Research Insliluie, New Delhi 1990;
For years 1990-91 and \99\-n Fertiliser Statistics 1994-95. P I1I-1 1.

Table 6: Gross Capital Formation in Indian Agriculture at 1980-81 Prices

Total Public

1960-61 1773 585 (33.0)
1970-71 2884 789 (27.4)
1980-81 4864 1892 (38.9)
1990-91 5874 1313(22.4)
1991-92 4988 1135 (22.8)
1992-93 5128 1185(23.1)
1993-94 5228 na

(Rs crort)
Private Total GCF in Agriculture as

Per Cent of GDP from Agriculturt
1188 (67,0) 5.4
2095 (72.6) 7.0
2972 (61.1) JO.O
4561 (77.6) 8.4
3853 (77.2) 7.3
3943 (76.9) 7.1
na 7.0

Niiie: Figures in brackets are percentages Jo Total GCF case

SttuTie: Nutional Avonmts Statistics.



(I)c risk ui uny shatp lull in prices even in
nhc years of bumper harvests. The piices
(hcmsclves have been made more
remunerative through the announcement of
progressively increasing procurement and
minimum support prices. Terms of tiudc
have once again turned favourable lo
agriculture.

As Acharya (1994) has observed, tlicre
were also olher signiiicam improvements
in the performance of domestic markets.
Owing lo buffer stock operations in ricc and
wheat, there has been a decrease in the iiiira-
year price rise from peak to lean seasons. In
the case of oilseeds also, the spread beiw een
postharvestand lean season prices isreported
to have come down |ibid:156). Even in the
caseofcommodhieslikelruilsand vegetables,
there has been an improvement in the (orm
ofariseofco-operative marketing institutions
which have evolved a network for purchase
from farmers and for sale to consumers as
in Karnataka. A wide network of regulated
markets and warehouses also has helped in
the process. According lo Acharya. physical
losses during handling, storage and
transportation have reduced. The procc's of
price discovery is more open, and miuket
charges arc rationalised. The backward and
forward linkages of wholesale markets have
been strengthened.

Intcrlinkages of credit with factor and
produci markets have been a banc of forced
cominercialisation in India as Bharadwal
had pointed out (Bharadwaj 1974:4). Tlicse
things have evidently been changing. &
brought out by a recent study in Anilhru
Pradesh. A comparison between a backw ard
and a developed village showed lhat while
interlinked credit transactions were hiijhly
prevalent in the former, they were much less
in the latter (Reddy 1992]. Moreover, the
study distinguishes between interlinkagcs of
a voluntary type where both parties ben Tit,
and of a coercive type where the dominant
party exploits the weaker party. The
interlinkagcs Ihat remained in the developed
village were mainly of a voluntary t\pe.
This indicates that overall economic
developntent. including improvement' in
maiketing and other inliastmcture. tcnils to
reduce coercive types of transactions md
gives a spur to genuine commercialisation
and further growth.

This does not mean, however, markciing
problemsarcsolved and coercive transactions
havedisappeared. Commercialisation m.ikes
farmers more vulnerable to market forces
and market risks. Marketing efficiency has
not develo|)ed as yet equally well in oiher
commodities as inricc and wheat. particul irly
wheat. Monopolistic elements are known to
he colluding in price fixation in the caso of
many commodities like fruit and vegetal®les
in big markets. Yet. famiers prefer lo hiing
their produce here because of assured sules.

Particularly notable is the lact that there is
today hardty a credible instituliona}
mechanism to actually provide for support
operations in a majority of crops apart from
exceptions like rice and wheat. Perishable
crops like fruit and vegetables are specially
vulnerable. Not all farmers are equally well
poised to undertake i market risks.

There have been soiuc developments in
recent years however, which have tended
to contribute towards reducing market risks
of even relatively smaller farmers. Several
processing companies are making direct
contracts with farmers for purchase of farm
produce such as tomatoes, papain (from
papaya), marigold seeds (used as poultry
feed to brighten the colour of egg yolk) and
umpteen such items. Thecompanies provide
technical know-how, seed, sometimes even
credit, and of course assured purchase. It
may look like a monopolistic arrangement,
but farmers have gained in absolute terms
by entering into such contr.icls and have
improved (heir financial position compared
to their earlier status. This has led lo a
tremendous diversification, the full richness
of which is yet to be documented.

Commercialisation requires new skills on
the part of farmers. Though total literacy is
yet to be achieved in rural India, it has ad-
vanced considerably, and so has the general
educational level. It is common lo find
several matriculatesand even a few graduates
in Indian villages today. They are sensitive

to market information given by the media.
Their better educational and information
levels would certainly have aided commer-
cialisation and growth, and enabled farmers
to deal with traders and processing com-
paoieson alillle stronger footing than before.

Table 8: Total Costand Net Income fkom
Principal Crops in Karnataka: 1990-91
(In descending order of total costs)
(Rsper hectare)

Crop Gross  Total Net
Income Cost Income

More Commercialised Crops

Sugarcane (firstcrop) 38005 28218 9787
Sugarcane (ratoon) 39272 22954 16318
Tobacco 21597 14825 7772
Colton 17519 10971 6548
HYV paddy 12127 8862 3265
HYV maize 7479 5394 2095
Ground nut 4130 3515 615
Soyabean 5047 2774 2300
Sunflower 3004 2011 993
Red gram 3049 1909 1140
Olher crops

HYV ragi 2671 4006 -1335
HYYV jowar 2050 1936 114
Horse gram 2182 1843 339
HYYV bajra 1242 1219 23
Green gram 1138 1193 -55

Source: Report on Regionwise Cosi of Cultiva-
tion for 1990-91, Farm Managcmcm
Division. Directorate of Agriculture.
Government of Karnataka, June 1992.

Tabi.e 7: Average Net Income rom Selected Crops during 1972-83 across States.

Slate’ Superior Cereals

Crops Rs Per Hectare
Andhra Pradesh Paddy 474
Bihar Paddy 85
Wheal 528
Punjab Paddy 2272
Wheat 422
up Paddy 251
Wheat 692
Kamalnka Paddy 2009
Tamil N dclu Paddy 975
Gujarai
Maharashira
Haryana Paddy 626
Wheat 251
MP Paddy 675
Wheat 367
As.<;am Paddy 316
Ori.ssa Paddy 611
West Bengal Paddy 628
HP
Rajasthan

Other Foodprains Cash Crons

Crops Rs Per Hectare Crops Rs Per Hcclare

Jowar 67 Sugarcane 3204
Cotton 535

Maize 2318 Sugarcane 2595
Cotton 856
Sugarcane 3479

Jowar 147 Cotton 916

Jowar -128 Sugarcane 2075
Groundnut 172
Cotton 7.

Bajra 279 Groundnut 564
Cotton 1271

Jowar 115 Sugarcane 6116
Cotton 404

Bajra 150

Gram 56
Jute 397
Jute 592

Maize -187

Maize 297

Bajra 59

Gram 366

Source: MrulUyunjaya and Kumar <1989) based on Comprehenstve Scheme on Cost of CuUivalton
of Principal Crops. Directorate of Economics and Statistics. Govemment of India.



C rop Economics

Under a commercialised selling, farmers
icncj 10 grow more of ihose crops which fetch
them more net income per hectare, after
meeting their costs. Relative economics of
competing crops becomes, therefore, more
important. Based on data from the Compre*
hdnsive Scheme on Cost of Cultivation of.
Principal Crops ~sponsored by the directorate
of economics and staiislics, MrutUyunjaya
and Kumar havccstimatcdaveragenr*nncome
per hectare during ihe period 1972-83 for
principal crops across various states in India.
These figures are reproduced in Table 7. An
all-inclusive concept of cost is used here.
There is some variation across the stales in
net income, but what matters from the point
of view of choice are relative differences
within a state or region. Sugarcane tops over
all he crops in net income per hcctare, but
we cannot generalise that all non-foodgrain
crops fetch more netincomethan ft>odgrajns.
Paddy and wheat, particularly paddy, also
fetch high net incomes, though not as high
as sugarcane. Cotton is also quite attractive
in stales like Gujarat. Foodgrains olher than
the two superior cereals generally fetch low
netincomes, but maize can be quite allractive
ksin Bihar. However, netincome Irom maize
varies from Rs 2,318 in Bihar lo a loss of
Rs 187 in HP. Evidently, agto-climatic
features of regions have a role to play in
determining relative economics. On the
whole, the foodgrains other th;<n rice and
wheat face the threat of continuous decline
and - hopefully not - even an extinction, if
this picture of relative crop economics con-
tinues in future, Pulses no doubt have a good
demand and fetch high prices, buitheiryields
should considerably improve for making
them economically more viable to grow.

One of lhc problems of cultivating more
remunerative crops is that it also calls for
more investment per hectarc. including
working capital, and also more supervision.
This has a signiHcant equity implication in
thatthose farmers who cannot clford this are
likely to be small and marginal and may not
able to fully reap the benefits of
commercialisation. Equity apart, it is
necessary to arrange timely ”nd adequate
credit to all farmers so that th-jy can grow
the crops they want. Table 8 below presents
figures on gross income, total cost and net
income per hcctare from princ tpal cixjps in
Karnataka during 1990-91. This is based on
a separate scheme for the collection of
farm management data, which is the state
government’sown. The conccpt of cost used
in the state scheme is also all inclusive, and
is even more comprehensive than what is
used in the COI schemc. The concept used
in the former includes risk costs (10 per cent
of total variable cost in irrigated crops and
I5perccntondrylandcrops),?nd managerial

costs as well (Rs 400 per hectare for annual
crop and Rs 240 per hectare for seasonal
cropsofsix month.sor less). ThelabJeshows
a generally positive association between the
level of total costs and net income, but HYV
ragi is a stgniftcant exception involvinghigh
cost but giving a net loss. The more com-
mercialised crops have not only a higher net
income, but also require higher expenditure.
It is necessary to recall here that the crops
which arc shown as making net loss or very
low net income do so on the basis of a very

comprehensive concept ofcost, and thalthSy
may well be recovering their paid out costs.
Secondly, net incomes are subject to
fluctuations on account ofweatherand pests.

Since both gross and net incomes per
hectare of non-foodgrain crops are con-
siderably higher than those from foodgrains,
theirshare in GDP generated from agriculture
must be much higher than what is indicated
by theirshare in total gross cropped area. We
had noted above that the share of non-
foodgrain in area is about one-third now. If

Tablf 9: Cropping Pattern across Size-Classes of Agricultural
Holdings in India, 1970-71 and t980-81
(Percentages to Total Cropped Area)

Crops Year Marginal Small Semi Medium Medium Large All
(less than (1-2 hec) (2-4 hec) (4-10 hec) (10 hec and
1hec) more)
Rice 70-71 38.8 34.4 27.8 19.0 11.4 22.9
80-81 39,8 345 27.2 18.9 11.3 24.5
Wheat 70-71 13.2 12.0 12.2 11.7 10.1 11.6
80-81 14.B 12,9 13.0 12.5 11.3 12.8
Olher 70-71 20.7 24,0 27.2 30.9 34.2 29.0
Cereals 80-8J 17.3 22.0 25.5 28.9 32.3 26.1
Total 70-71 72.7 70.4 67.2 61.6 55.7 63.5
Cereals 80-“ 1 71.9 69.4 65.7 60.3 54.9 63.4
Pulses 70-71 10.4 111 12.3 13.8 16.0 15.1
80-81 9.5 10.1 11.0 12.9 15.1 12.0
Towl 70-71 83.1 81.5 79.5 75.4 71.7 78.6
foodgrains 80-81 81.4 79.5 76.7 73.2 70.0 75.4
Sugarcane 70-71 1.9 1.8 1.8 15 0.9 15
80-81 1.9 2.0 2.0 15 0.9 1.6
Groundnut 70-71 2.4 4.0 4.4 55 5.0 4.6
80-81 2.3 3.5 4,3 5.1 3.7 4.0
Oilseeds 70-71 6.1 6.9 7.5 9,2 9.0 8,2
80-81 6.1 7.2 8.6 10.2 9.2 8,7
Colton 70-71 1,0 2.2 3.6 6.2 7.4 4.9
80-81 1.0 2.7 4.2 6.3 6,6 4,6
Jute 70-71 1.0 11 0.7 0.3 0.2 0,5
80-81 1.0 1.0 0.6 0.2 0.1 0.5
Non-food- 70-71 16,9 18,5 20.5 24.6 28,3 21.4
grains 80-81 18,6 205 233 26.8 30.0 24.6
Source: Census of Agrivullural Holdings - All Indiafor 1970-71 and 1980-81.
Table 10; Cropping Pattern across Sizc-Classes of Agricultural
Holdings in Karnataka. 1985-86 and 1990-91
(Percentages to Total Gross Cropped Area)
Year Marginal ~ Small Semi-medium Medium Large All
Rice 1985-86 24.6 14.0 10.9 7.2 4.5 10.1
1990-91 23.4 12.9 10.5 7.3 5.1 10.4
Other cereals 1985-86 38.5 42.9 43.3 44.0 43,5 43.1
1990-91 37.4 40.6 39.6 40.0 36.8 39.3
Total cereals 1985-86 63.1 56.9 54.2 51.2 48.0 53,2
1990-91 60 8 53.5 50.1 47.2 41.9 49.7
Pulses 1985-86 10.6 13.3 13.3 J3.8 141 13.4
1990-91 8.0 121 12.9 13.2 141 12.6
Total food- 1985-86 73.7 70.2 67.5 65.0 62.1 66.6
grains 1990-91 68.8 65.6 63.0 60.4 56.0 62.3
Other fogxl- 1985-86 7.2 6.1 5.8 4.8 4.0 5.3
groins 1990-91 8.0 7.0 6.5 6.1 5.6 6.5
Oilseeds 198S-86 12.1 15.6 17.5 19.6 20.0 17.9
1990-91 *14.3 18.1 21.3 24.2 26.6 21.7
Fibres 1985-86 2.2 4.5 5.8 7.4 8.0 5.4
1990-91 3.4 5.6 ‘5.7 5.8 5.0 6.3
Other non- 1985-86 4.8 3.6 3.3 3.2 5,8 3.9
food crops 1990-91 5,5 3.8 3.5 3.4 6.9 4.2
AH non* 1985-86 26.3 29.8 32.5 35.0 37.9 33.4
foodgrains 1990-91 31.2 34.4 37,0 39.6 44.0 39.7

Source: Census ofAgricultural Holdings, Karnataka, 1985-86 and 1990-91.
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TaMes 7 and 8 are an indication, iheir share
ii»GDP from agriculture must be at least
twice as high. Though foodgrains domin®ue
in terms of area, non-foodgr&ins domin.itc
in tcmu of value added.

Reach OF COMMERaAusATioN

We observed above tliat, generally, higlier
levels of netincome per hectare also go with
higher levels of expenditure incurred, which
tends to favour betterendowed farmers. Wc
canexamine now how farcommercialisation
teachesdifferentsize-classesof farmers. Tlie
reports on the Census of Agricultural
Holdings conuin information on cropping
pattern in difTerent si/e-classes. We follow
the ccnsus classification of holdings into (i)
marginal (less than one hectare), (ii) small
(I to 2 hectares), (iii) semi-medium (2 to 4
hectares), (iv) medium (4 to 10 hectares), and
(v)large(tOhcctarcsandabovc). Admittedly,
there is some arbitrariness here because
dirfercnces inirrigation endowment, rainfnt)
and soil mean that a given hectare docs not
have the same productivity in all regions.
Nevertheless, the information from the
Census can be used though with caution.

Table 9 presents the cropping pattern in
terms of area under principal crops ns
percentages to total gross croppcd area in
respective size-classes of holdings in tl)c
country as a whole for 1970-71 and 1980-
81. It is interesting to see that thouj'h
foodgrains arc cultivated more by small :r
size-classes than by larger ones, it is main’y
becauseboth superiorcerealsaregrown more
by the smaller size-classcs. There is a
tendency for the proportion of area unO r
both superior cereals to decline as the si?e

Table 11; DisnuBunoN of Net Sow'n Ahea

(NSA) ANON et tRMGATto A rea (NIA) ac»os”

Size-CXasses of Holoincs

Year Mar- Small Scroi- Medi- Lai?e AU
ginal Medium um
India

NSA in million hectares:
1970-71 130 170 26.2
1980-81 171 20.2 297
NIA in million hectares:
1970-71 4.4 4.1
19S0-81 69 6.6
NIA aspercentof NSA
1970-71 3S.« 279 252
1980781 34.0 329 29J

Kamaoka
NSA in UtHI hectares:

409 386 1358
40.7 289 1366

66 a
87 9947

50 291
% «

204 150 214
242 160 269

198.5-86 785 1721 2600 341 1986 10527
1990-91 965 2104 2891 3314 1589 108W
NIA in 000 hectares:

1985 86 209 286 .«7 411 164 1457
199091 251 -W 516 579 237 1976
NIA asperccM of NSA

19S5-86 26.6 166 149 120 83 13S
199091 260 187 I7.S 175 149 182

Scmpoe; Resiveclive Reports on Census o f Agn-
cultural HoM ii*.

of holding ittcreases, which is particularly
conspicuous in the case of rice. On the
contrary, the proportion of area under other
cereals - which have a less commercialised
character-increaseswiththesizeofholdings.
This of course does not mean that the extent
of commercialisation decreases with
increasing size<lass, particularly since the
proportion of area u n * non-foodgrains -
which are highlycommercialised- increases
with the size of holding. The proportion of
area under pulses - which are more
commecrdalised than coarse cereals - also
increaseswith the increasingsizeofholdings.
Though the proportion under more
oommercialiscd crops tends to increase with
the size of holdings, there is also another
influencing factor, ttamely,irrigation. Since
small and marginal holdings are more
irrigated, they opt forsuperiorcereals, which
explains why a higher proportion of these
crops arc under smaller holdings. The
proportion of dry crops increases with size
of holdings because the proportion ofdiy or
rainfed area also increases with size, and this
charactieristic is shared by both coarse cereals
as well as relatively dry cash crops. A
similar pattern is seen in Karnataka also
for more recent years, as can be observed
from Table 10. Because of higherirrigation,
smaller holdings are also commercialised. If
weisolatetheeffectofirrigationorstandardise
holdings, wc may perhaps find a positive
association between commercialisation and
size of holding. But irrigation after all is
a very important factor in the
commercialisation of agriculture.

Because of the importance of irrigation,
wegivemorealtenliontoillhtoughTable 11
which shows how net sown area and net

irrigatedareaweredistributed in Indiaduring
1970-71 and 1980-81 and also the share of
the laner in the former in respective size~
classes. The table cleariy shows that the
propoition of irrigated area decliites as the
size of holding increases in both the years.
However, asbetween 1970-71 and 1980-81,
marginal holdings improved their irrigation
endowmentonly marginally from 33.8 to 34
per cent, while in all other size-classes it
grew much more noticeably. The highest
increaseintheirrigation proportion has taken
placeinthesmalland semi-medium holdings.
Unfortunately. 1990-91 figures for India as
a whole were not available to us at the time
of writing. We may, therefore, study
Karnataka data for 1985-86 and 1990-91. a
period when commercialisation accelerated
there. These figures are also presented in the
lower part of Table 11. We find here that
it isthe laige holdings which increased their
iirigation proportion the most, and marginal
holdingseven suiTeredasmall decline. Since
irrigation development has been mainly on
private account as we observed earlier, it is
not surprising to find here that marginal
holdingsare disadvantaged inthisregard and
the large and medium holdings have reaped
most of the increase in iirigated area. It
should be noted, however, that in absolute
terms the marginal holdings have also
increased their area under irrigation to some
extent

Itisinterestingto find that the consumption
of fertilisers perhectarealso followsasimilar
pattern as irrigation across dilTerent size-
classes of holdings. NSS 26th Round for
1971-72 for South Zone (Report No 265/4,
March 1976) has shown that application
rates of both nitrogen and phosphorus

Table 12 : Average She and DtsnuBunaN or OrEXATioNAL Houxngs
Marginal Small Sentt-Medium Medium Large All
(lessthan 1heel) (1to<2 ha) (2to<4 ha) (4to< 10ha) (IOhaand
above)
Number of holdings in million
1970"71 362 n.4 10.7 7.9 2.8 710
1980 81 SOl 161 14 81 22 88.9
199091 621 20.0 139 7.6 17 105.3
Operated area in million hectares
1970-71 146 193 30.0 48.2 ' 50.1 162.1
1980-81 197 232 246 485 377 163.8
1990-91 246 28,7 38J 450 289 165.6
Average siee of operational holding (hectate)
1970-71 040 144 281 ' 6.08 181 2.28
1980-81 0.9 144 198 602 174 184
199091 0.40 144 X76 5.90 173 157
Distribution of the number of holdings in sice caiejriries (per cent)
1970-71 51.0 159 15.0 112 39 100
19S0-8I 56 4 181 140 9.1 14 100
199091 59,0 19.0 13.2 72 16 too
Distribution of operated area in sire caiegortes (per cent)
1970M71 90 119 185 29.7 W.9 100
1980SI 111 u.l 21.2 29.6 23,0 100
199091 149 1?2.01 23,2 27,2 174 100
Nt*e : 1990-91 figures »iepro\-is«on»l,

Siwnv: AN
m S.plo4tiheUnerforl990-91).

Affiininral Ctnns <mJAgricrntmnil Siaristici »haClmce, March



nuiricnls per acre of gross Irrigafcd area was
highcsiamong smallerholdings .ind declined
as the size of opcralional holding increased.
li is notable (his is so within ihc irrigated
area. In any case application rates are lower
indry orrainfcd areas which dominate larger
hol<hngs.

W hatabounl)esprcadofcomiucrcialisal)on
across different regions in India? It is
heartening thatas indicated from agricultural
growth, the proccss has been spreading fast
almostall overthecountry. Sawam-Achutan
study (1995) showed that not only did the
compound annual rale of growth per annum
in GDP from agriculture increase from
2.16 per cent during the f>eriod 1968-69 to
1981-82 to 3.28 per cent during the period
1981-82to 1990-91.even states like Kerala,
Tamil Nadu, and MP which registered
insignificantgrowth in SDP from agriculture
during the first period, expeiicnced higher
and significant growth during the second
period. Except for AP. Gujarat and Maha-
rashtra. all other states had much higher
raic.sofgrowth in SDP fromanriculture than
during the first. The eastern region which
was con-sidered to be lagging behind in
agricultural development experienced high
growth rates, during the second period, for
example. West Bengal having 6.88 per cent
and Oriii.sa 3.4 per cent. The spread of
irrigation in the eastern region wa.'i a major
contributory factor in this. WHiiil is remarkable
from the findings of this stu<ly is that those
stales from northwest, cential and eastern
regions which did exceedingly well in
foodgrain growjh. did equally well in non-
foodgrain growth. And whnl is more, in the
southern region, which suffered a decline in
foodgrain growth, the signilicant growth in
the non-foodgrains output more than com-
pensated for the poor growth in foodgratns,
and rccentoverall rales were still higher than
in the earlier period.

The consumption of chcmical fertilisers
per hectare of gross croppcd area is a fairly
good indicator of the degree of com-
merciaiisation of agriculture, as wc noted
above, I( would be rntcreslirig to see to what
extent iis .spread has accelrralcd in different
states in India. The eastern region, which
on average, has the lowest consumption of
fertilisers among the four /.ones even now.
has considerably narrowed the difference
relative to alMndta figure. In 1970-71, the
consuinpiion per bcctare was 7.32 kg as
against alMndia's \3.<n Kkg; the cor-
responding figures in 198(1-81 were 18.1 and
31.9 kg, and in 1994-95 they were 50.9 and
74 kg respectively. The coefficient of
vari.'ilton (CV) In fertiliser c<kmsumptlon per
hectarc taking all the .staii-sand UTs (except
Andaman and Nicobar) - the major and
small, declined continuoiisly from 140 per
cent in 1970-71, to 125 p -rcent in 1980-81.
124 per cent in 1990-91 and 115 per cent

in 1994-95, This does not Indicate a steep
decline and the CV aKsoappears raiher high,
mainly becausc ofextreme observations. On
the one hand we have such high consumers
as Pondicherry and Delhi (consuming
respectively 490 and 250 kg per hectarc In
1994-95), and on the other such low lakers
like Nagaland (consuming only 1.2 kg in
1994-95). The extremity of values has
continued. Takingonly the 17 large or major
states, however, theCV in the consumption
of fertilisers increased from 74 j>er cent in
1970-71, to 81 per cent in J980-81, but
thereafier declined to 58 per cent in 1990-91
and 57 per cent in 1994«95, If the con-
sumption of fertilisers is an indication, there
are still significant variations in the extent
of commercialisation, but the variation has
declined significantly after 1980-81. This
was the finding from a study of growth rates
across regions too.

Structural T rends

It may seem paradoxical but true that even
the accelerated commerecialisation and
growth has not brought about any polarisation
in Indian agriculture. This is in spite of the
fact noticed above that commercial crops
need more expenses to be incurred though
they are more remunerative. We find that not
only ihe proportion of marginal and small
holdings has gone up. even their proportion
of total operated area has gone up
correspondingly, with the result that the
average si/.e of marginal and small holdings
has remained practically the .*ame during the
three agricultural ccnsus years; 1970-71,
1980-81, and 1990-91. On the other hand,
the average size ofmedium and largeholdings
hasdeclined so much that the overall average
also has declined. (This can be seen from
Tabic 12). This was inevitable bccause the
number of opcralional holdings has
proportionately increased more ihan the total
operated area. A break-up has occurrcd
mainly in the large and medium holdings and
not at the lower end. suggesting that farmers
do notbreak-up small and marginal holdings
10the point ofnonviabiliiy as lar as ihcy can.
and seek alternative jobs for their offspring
and even try to limit the si?.c of their family.
The' large and medium holdings which
together accounted for 15.1 per cent of total
holdings in 1970-71 and 8.8 per cent In
1990-91 had as much as 60.6 per cent of total
operated land in 1970-71 but only 44.6 per
cent of it in 1990-91. The semi-njcdium
holdings (of 2 to 4 hectares) seem to share
the characteristic of trends shown by the
marginal and stnall farmers. Interestingly,
in the average size of Ihcir boldijigs declined
upto 1980-81 butreversed thereafteralmost
regaining the one prevailing in 1970-71. It
would appear that this si/.c-class is the most
dynamic in the post 1980-81 phase of

A
acccleratcd commercialisation. Between*

1980-81 and 1990-91, this is the only class
which improved its average size noticeably
enough. It would seem that the process of
fast commercialisation has been led by this
group, as it is economically viable and can
generate a surplus and capital accumulation.
The largerclasscsarcalsoeconomically viable
and no less commercialiscd but tend to break
up due to demographic pressure.

A lack ofany tendency of polarisation can
also be seen from the figures of Population j
Census. We do not get a picture of a smalll
proportion of landlords employing a large!
army of landless labour. Though there iS"
inequality in the distribution of holdings jv
particularly if landless labour are included. <
it is striking that cultivators have always
outnumbered agricultural labour. Thenumber;
of cultivators increased from 78.3 million in '
1971 to 92,5 million in 1981 and 110.6!
million in 1991. On the other hand, the
number of agricultural labour increased j
during these years from 47.5 million, 55.5 j
million and 74.6 million respectively. Both
these categories of workers are as defined,;
in terms of their main activity. However,’
there is some increase in the proportion ofi
agricultural labour to all agricultural workenj
between 1981 and 1991. This proportion fell
slightly from 37.8 per cent in 197J to 375
per cent in 1981, but increased to 40.3 pci
cent in 1991. The accelerated comnicr-'
cialisation did increase proletarianisation 10,
some extent, but has not yet gone to such
anextentasiooutnumherthemaincultivatoa;i

It isobvious that both forces are operatinj
- demographic forces increasing the number,
ofboth cultivators and agricultural laboureri” j
and commercialisation which tends tg
promote hired labour. The former is tendinj
to disguise the latter. Many margin®;
cultivators cling on to agriculture as thejj
have nowhere lo go, and even agriculture hai'
limited capacity to absorb labour, especiallj
in asituation where small holdings dominal(
Duetodemographic forces and also ccrtaini
dueto inadequate growth ofjob opportunitit
offered by the non-agricultural sector, tf
propoiijonofagricullural workers (cullivaiD
and agricultural labour) to total worklorc
has declined only slightly over the yeai®
while the proportion of GDP from agrieultun
fell drastically. Thispointwasvividly brou”
outby VKR VRao{1983), butthe disparig
has conlinued to affect Indian agricullufl
even thereafter. Thus, in spite of an upsurp
inagricultural growth, the proportionof GDI
fromagriculture to total GDP (both atconstal
prices) fell from 34.7 per cent in 1980-81
to 29.5 pdtc'ent in 1990-91, while the shaft
of agiiculiural workforce fell from 66.5 pa
cent in 1981 to only 64.9 per cent in 1991,
As a result, in spite of an absolute increast
in perworkerincome inagriculture atconstal
prices, the ratio of per worker income



agriculture to non-agricullural scctordeclined
from 0.27 to 0.23 during this decade
(Nadkami 1993:4).

India will probably have to live with this
phenomenon of the proportionof GDP from
agriculture being lower than the proportion
ofagricultural woiklorcc. 'Hiis is sotiicthing
which characterises many other countries
too, both developed and underdeveloped.
But Indian agriculture can certainly hope for
absolutely if not relatively incroa.sing
incomes, significant enough (o m;ike an
impact in terms of removal of rural poverty.
This will depend not only on fast com-
mercialisation and high growth rates, but
also on who will be the agents of this whole
process and its benenciaries. A paradoxical
situation ofadynamic prospering agriculture
and stagnating peasants including labourers
would hardly be promising. What h:is been
the evidence so far?

Poverty and Equity lIssues

Commercialisation ofagriculture isknown
to rcduce poverty significantly, particularly
if it is accompanied by wider rural
development including the development of
the non-agricultural sector. This ishi'me out
from several studies, both cross-section arxi
lime series. An advantage with cross-section
studies is that one can sciect regions or
villages known o priori to be at significantly
different levels of commercialisatiim and
rural development, and examine the
differences in the extent of poverty. The
magnitude of difference in development
levels involved inthecross-scctioncompari-
son may not be simply available in ohser-
vatitms over a jicrioU of adccadc or two. We
may briefly see what evidence we h;ivc Irom
both types of studies, keeping in mind the
above caution in interpreting the t“'sults.

In a cross-section study of 15 villages in
three southern slates in the distiicts of
Anantpur (A P), Bijapur (Karnataka) and
Coimbatore (TN) with areference period of
1978-79. Nadkarni (1985) found that poverty
significantly declined with increasing levels
ofcommercialisationandr\iral development,
butinequality increased. The decline in rural
poverty was so significant that even the
poorest in the more developed villa®’es were
better off than small cultivators in the less
commercialised villages. In fact

under a commercialiscd setting it u as more

remunerative for very small cultivators to

be non-cultivating labourers. Coinmercia-
lis.'tlion has, therefore.been3prolclatianising
force, making the agrarian structure more
inequitous. While comniercialis.nion may
tend 10 weed out non-viable holdings from
cultivation, they need not at the same time
increase the share of large holdinj-’s, Small
holdings above some line of viability may
very well thrive under comincrci;ilisalion
without having to depend much <n wage
labour as a source of livelihood (p 161)

Though small farmers were also involved
in the market particularly in the more
commercialised villages, it was not under
duress or bondage. It was rather to take
advantage of the market, to increase their
purchasing power by selling output where
they had advantage and purchasing goods
which they needed. It was in more
commercialised villages that even the small
and marginal farmers obtained better prices
fortheir farm produce.It (commercialisation)
increased the incomes of not only marginal
cultivators but even of agricultural labour
and artisans. The agricultural labourers got
more employment as well as a little higher
wage in morecommercialised and developed

villages (p 228).

These findings are confirmed by a more
recent cross section study of Indian villages
by Chadha (1994), Heobservesinconclusion:

Asone moves from a backward agricultural

economy to an agriculturally developed

economy, not only do total mandays of
employment generally increase but even the
net yearly earnings and. therefore, per day
earnings improve considerably. The gains
of agricultural development thus percolate
down to the weaker sections in terms of
higher annual earnings. The trickle down
effect, however, bccomes far more pervasive
where the cconomy expands beyond
agricultural development (p 251). Further,
it is thus ahundnntly clear that a highly
developed agriculture does have a decisive
impact on rural poverty; the percolation

mechanism is unassailably at work (p 256).

Punjab, considered the cradle of green
revolution and having the most commer-
cialised agriculture in the country, olfcrs a
telling illustration of the potential of
agricultural growth to reduce rural poverty
over time. .Shergill and Singh (1995) have
shown that the propt)rtion of total rural poor
declined from 3.V64 per ccnt in 1967-68 to
10.40 in 1977-78, further to 8.48 per cent
in 1987-88 and then to a mere 3.45 per cent
in 1990-91. This happened in the case of the
ultra-pooralsoin rural areas. Their proportion
during the same years respectively declined
from 17.21 per ccntto4,28 percent, further
lo 3.42 per cent and then to only 0,49 per
cent. Tliough there were some fiuctuations
around the long-term declining trend, the
regression results showed the trends to be
statistically significant.

The experience of Punjab is not unique.
Though not as dramatic, the extent of rural
poverty has declined significantly in the
country as a whole between 1970-71 and
1990-91, though there are differences
between studies on the exact magnitudes
involved. The most rosy picture Is given by
the Planning Commission based on CSO
method, according to which the percenlage
of rural poor declined from 51.2 in 1977-78
lo 40.4 in 1983. to 33.4 in 1987-88 and,
further, steeply down to 20.6 in 1990-91.
However, even according to the Planning

Commission estimates, rural poverty
increased to 22.4 per centin 1992 (as quoted
in Gupta 1996:150]. Otherestimates ofrrural
poverty by Minhas et al and Tendulkar are
higherand do rwt show such a steep decline.
Based on these estimates, the extent of
rural poverty which was 57.3 per cent in
1970-71 fell to49 percent in 1983, to 39.1
per cent in 1987-88 and then to 35 per cent
in 1990-91. According to these alternative
estimates also, the extent of rural poverty
increased in 1992 to 41.7 per cent (cf Gupta
1986:151]. Since the new economic policies
of liberalisation and contraction of fiscal
deficitstarted in 1991, there hasbeen aworry
whetherthe increase in rural poverty in 1992
is going to be a reversal of the long-term
declining trend due to the adverse impact of
economic reforms. According to Tendulkar
and Jain, there was a constellation ofseveral
factors which may at least be an approximate
cause for the 1992 increase in poverty: a dip
of 4.2 per cent in agricultural production
in 1991-92,asleep hike in procurement and
open market prices of wheal and rice, and
adecrease inemployment generation under
Jawahar Rojgar Yojana. the latter being a
part of the squeeze on anti-poverty pro-
gramme (Tendulkar and Jain 1995:1375-77].
The squeeze on anti-poverty programmes
seems lo have been loosened subsequently
and agricultural growth also has resumed.
Agricultural production on the whole and
also foograins production are reported to
have grown by 4 per cent per annum after
1991-92. Whether poverty will continue lo
decline will depend not only on the
continuation of this growth but also the
nature ofcommpcrcialisation during the 1990s.
We will revert to this point soon. In the
meanwhile, we may note the impact of
commercialisation and agricultural growth
on employment.

If commercialisation and growth of
agriculture tend to rcduce poverty as the
above evidence suggests, it could be mainly
through increased employment generation
and real wages, resulting in increasedaverage
daily earnings. Increased employment is
brought about both by crop diversification
and growth in production. There is evidence
that commercialiscd crops like sugarcane,
groundnut, cotton and jute generate much
more labour days ofemployment per hectare
than less commercialiscd crops like jawar
and bajra. with wheat and maize falling in
between (Mruthyanjaya and Kumar 1989:
A-160-61]. In states like Bihar, where
maize is quite commercialised, it offered
more employment per hectare than even
sugarcane.

Vaidyanathan's study of the employment
situation has shown that both employment
and average earnings perday have improved
in mral areas between 1972-73 and 1987-88,
based on NSS Reports (Vaidyanathan 1994J.
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to figricultural labour. Though there has
bem come increase even in real terms, the
wage rates in agriculture are not high

end resort in the fonn of a farmhouse, avray
from their busy polluted urban setting, adds
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of increase in employinent has also been
much less than the rale of increase in
"agricultural output This is expected if the
average earnings per day per person have to
improve. However, there is no doubt about
the positive impact of agricultural growth
andcommeroalisatiooonearningsper person
in absolute terms, though one may consider
itinadequate. -
Inspiieoftheevidenceofapositiveimpact
ofcommercialisation so far.there is a cause
forserious worry on the equity and poverty
front Thisis, first, because the dependence
of the mass of the wofklbroe on agriculture
is still condnuing. as we observed above;.
This has resulted in the prepondeiance of
small and marginal holdings. Nearly S9 per
centoftheholdings continue 10be underthe
*maiginal’ cM”ary, and ihdr proportion is
relentlessly increasing over time. This

. cat™ory has maintained its average siae of

hokfing but has not been able to increase
it in spite of addition to operated area, and
bredaipofUrgerbolding& TheirproduCtivity
may of course have gone up. bM mayority
of them may not be able to rise above the
poverty line unless their ecoiromy is
sienficaM ly diversified offering them a lot
of non-f»m empioymerH and income.
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oommerdalisen are persons with a Ann ’ and would need no support from the]
family backgroundse”ed indiies, whoadd. . govenunent? There is a heartening signl
to their inherited holdings by the new> <that private irrigation and private invest-
purchases. Among the new entrants, there” ment are becoming more and more impor<
are also persons with no farm background, taut relatively to governmentefforts. Yet,|

but who have taken to agriculture as a
profession as they did not like to work under

the very existence of a marginal and smallH
sector accounting for an overwhelming”

somebody inanon-farmjob anddid nothave <rm "ty of holdings would suggest that ai”

the capital and confidence to take up a non-
fartnbusiness. Thenewentrantsaregenerally
well educated, arastly graduates, and quite
aware of opportunities offered by
commercialisation of agriculture. They can
bargain on an equal footing with companies
whoenterintocooiractsforpurchaseorfatm
produce. Allthis, however, need notbenefit
formers who have soM lands to them, except
perhaps through a remunerative price for
land which they would not have received
fiom the other traditional formers.

This is not to suggest that all commer”
dalised agriculture is by new endants who
still forma small segmeM. Infoctapheno*
menonUkeacoeletaledoomroercialisalionof
agriculture would not have taken placeif it
was confined only to gentleman fanners.
Yet if the expansion of the moderaised
gentleman terns takes place rapidly and at
the expense of foimers, we can fooe the

least this sector wouM continue to need
support Butpoliciesand programiTKshave
to be such th« they are targeted and benefit
the marginal and small fanners and
agricultural labour. '
. Since ooromercialisation would expose
formers to more market risks, these risks
have to be monitored and appropriate
instihitional improvements and infinistnic|
“ture supporu wouM have to be extended]
There may be a need fora body finctionini
at national and state levels, which cai
monitor agriculturaldevelopmentfromthe
point of view and suggest timdy

(I have bfc liied fnm JiOTnions on
poiac widi V M Rao. H G Hwnmm»
RM«aMc«iBtaiadwii,aadwiih Madtev
a new eaimai 10
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Arid Zone Environmental Research and Resource Centre (AZERC)

The Arid Zone Environmental Research and Resource Centre (AZERC) has been conceived with an aim to
formulate and experiment with alternative and sustainable paths to development in the arid regions of Rajasthan.
As an alternate research and resource centre, to facilitate local initiatives for natural resource management, AZERC

has as Its agenda:

Research and Documentation;

Developing a Resource Centre on the Arid Region;

Curriculum Development; Information Sharing and Training. Itis ah initiative of URMUL Trust- an NGO that
has been working primarily on issues of food-fodder and water security in western Rajasthan since 1986.

We invite applications from:

a) Persons Interested In undertaking research by locating themselves In the arid zone. Some of the issues for
research are Indigenous environmental knowledge, the Impact of the Indira Gandhi canal on the desert, the role
of institutions in natural resource management, and the impact of land tenure on natural resource management.

b) Persons who are keen to develop curriculum for children In the non-formal schools on local geography and

traditions of survival in th3 desert.

c) Person who would be responsible for organising trainings on natural resource management for NGO staff,
Panchayat representatives and the local community.

Interested persons may v/rite with a detailed curriculum vitae to the address given below:

Arid Zone Environmental Research and Resource Centre

URMUL Trust
Lunkaransar 334 603, Rajasthan

Fax: 0151-522041 and 01528-22388; Phone 01528-22104

E-mail:

URMUL.PRIJ®ACTION AID.SPRINTRPG.SPRINT.COM.



