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Preface,

It is really a tragedy that Bihar with vast potentialities for econo-
mic and industrixl development remains one of the most backward Srates
in the conntry. Tt reads like a “para dox of poverty in midst of poten-
tial plenty’. 1t may be said that the soil of Bihar is rich but the people
are poor. Not only that; while other areas of the country are forging
ahead, the economy of Bihar stagnates in low income trade.

The Bihar Institute of Economic Davelopment has heenset up to
undertake, aid, promote aond c¢o-ordinate scientilic economic, industrial
and management research and development more particularly in the field
of applied scicnces with emphasis on economic, agricultural; social,
educational, labour (both induostrial and agricuftural) and employments
problems, problems of the backward areas and problems of the weaker
sections of the community and genmerally o undertake all activities
necessary, copducive, incidental or ancilliary to attain the above-men-
tioned ohjectives. The Institute has two wings. It tuns a college for
Diploma in Business Management at Muozaffarpur (North Bihar). The’
college is affiliated to the University of Bihar and imparts post-graduate
training in Business Mansgement.

The Headquaiters of the Institute is at Patna, where research is
carried on Economic development. The State is one of the poorest
in India. The Inslitute is dedicated to the noble task of conduct of
continuous  researches into the poverty of ~ the  people af
Bihar, as well as buildiog up of managerial skill and business acumen
50 that the resources of Bihar may be tapped fruitfully, optimally and
economically. The workers in the research section of the Institate at

“Patna carry on constant invcstigaliuna to noravel the hurdles in Bihar’s
way of economic advancement. I(is our endeavour to delve into the
causes of poverty of Bihar and our researches and studics are tailored
ta this end.

The Institute has undertaken publications of research papers rela-
tlng to the economic growth of the State and this book is the second
in the series. In this Research work, an humble attempt has been made
to study the problems of agricujtural marketing in B8ihar, The book
begins with the subject of socialisation of Agricultural Murketing
. followed by a detailed study of Agriculture in Bihar. The third
chapter deals with the concept of Marketable Surplus. The book pro-
ceeds with discussions on the Role of Transport, the Economics of
storage and conscrvation, the problems of Regulated Markets and the
prospect for to operative Marketing. The concluding chapters nclude
discussion on the role of State in Agriculiural Markctmg and the prob-
lem of Pnce Stabilization in Agricultural Marketing.



( i)
We hope this Research Paper will be of help to people who are
interested in the economic development of this state. _'

We are grateful to Dr. 8. B. Singh, Bihar University and other
Research Scholars who have completed this work and our guidance and
supervision. 5

- Jagannath Mishra
Chairman
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Introduction.

The whole of gur country is in the grip of food shortage. Barring.a
few States, akmast all the States are fighting for more allotment of feod-
grains from the Centre. Bihar's food-shortage is alarming and acmte, Bihar,
specially the northern part of the holy ganga, which used ta be claimed as
the “Garden of India” and *“Granary of the Nation” has become a perma-
nent beggar before the Centre and is clamoenring for more foed-grains.
During the current period, the problem has mere -acute with fae-
quent occurrences of natural calamities like heavy floods and unpreeeden-
ted draughts. Stupendous efforts are requived to boost-up the agriculiumal
production in order to sirike a balanice between the total availability of
food grains and the growth of pepulation. This chronic difieit in food gra-
4ns is not going te be wet permanendly with a mere increase in the velume
of food supply. The problem of productionds there, but the'more impor-
tant problem is-that 1s of distribution, What is produced, if not distributed
evenly, may create bottlenccks is ane sector while shortage may .exist in

" other sectors. An efficient marketiog machinary tries to remove this lacuna.
The distributive agency has to play an impertant part in developing econo-
mies like outs which are characterised by low lével of consumption, savimg
and low productivity in every sector. Thus the whole of the marketing steu-
ture has to be revolutionised in the back graund of planning.

Our State Government havelaunched a compaign—it is a compaign
(o free our masses from hunger. The agricultural production has to be rai-
sed. Efforts have to be made at the farm level to induce our farmers for
adopling improved types of techniques in cultivation. Any plan of agricul-
tural development will remain half-executed if agriculturists do mot feel
enthusiasm in viewing agriculture as gainful eccupation. In ether words,
farmers must be assured that their efforts for increasing production sxe not
poing to beill-rewarded. To ensure better prices to farmers and reduce the
marketing cost, the different stages of the marketing have to be re-acgani-
sed on sound footing. Orderly marketing acts as an exccllent incentive for
increased agricultural production and its importance in a planncd econemy
of a country needs on emphasis. It will not be out of place o quete here
the weighty words of the Marketing Committee of the United Nations
Conference held in Qctober 1945 at Quebec. The Committee says :

. «Marketing is the crux of the whole food and agricultural problems.

¥ would be useless to increase the output of food, and would be equally

futile to set up optimum standards of nutrition unless means could ‘be foy-

._nd-to move food from the producer to the consumers at a price which rep-

“weseats fair remmneration fo the producer and is within the consumers’
_ability to.pay.”

7 1. Quoted by the Murketing Sub~Comittes { Govt. of Indin ); 1916; Poge—2.
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Naturally, the marketing of agricultural products is vitally important
in any compaign to free our population from hunger for two reasons. Most
of those who go hungry do so because the food they need costs more
than they can afford. Since a large part of the consumer price is often
made up of marketing costs, it is clear that high marketing costs ase -
impartant reuson why some people have mot enough foed. The morc
these costs can be reduced, therefore, the easier will it be for poor consum-
ers to get the food they want. This aspect is all the more important in
developing countries where the proportion of the population living away
from the farms and dependent on the marketing system for their food
is increasing rapidly as a result of socio-economic changes.

Apart from giving relief to consumers through providing food at
reasonable prices, an efficient marketing system has a -stimulating effect
on production. If the producer can not see an easily accessible market
outlet where he can sell his produce beyond his own needs; the farmer
will have little incentive to rc-organise his industry with a greater dose of
input and regard agriculture not only as a way of fife, rather more than
it. The existence of out moded and dis-organiscd marketing system in
Tural cconomy has perpetnated the prevalence of the maxim; “Poverty
breeds  poverty.” The whole of the rural sconomy is suffering from the
vicious circle of poverty. Low returns of the marketable surplus as a
result of dofcctive marketing organisation have, been resulting in the
cumulative process. Marketing through the channéls .of  low income, low
savings, low investment, low agricultural production, low marketing
surplus and thus low bargaining power, The vicious Circle of rural poverty
thus starts with low returns and it lastly ends with the same. *The Indian
farmer is poor primarily becuuse the system of rural marketing is defective
and the system of rural marketing is defective because, above all, the
farmer is so poor. Poverty breeds poverty. Its eflects are cumulative.”’ 2
The dilferent gtages of our rural marketing are so ill-equipped and ill-
organised that at each ladder the share of the apriculturists’ return is
pocketed by.the intermediaries working between the producer and the
ultimate consumer. Any Scheme which aims at raising the level of farmer’s
income must incorporate the revitalisation of rural marketing through
“which the viciouns circle of rural poverty can be demolished for ever. While
-discussing the various factors responsible for the slow “growth in agricul-
tural production the Draft culline of the Fourth Five-Year Plan remark :
“Price and marketing policies will assume added significance during Fourth
Five-Year Plan period in the conmiext of a massive effort for securing
rapid increase in production.”® :

Our agriculture is gradually shaking off its subsistence character and
is now moving but very slowly towards commercialisation. Farmers are
now not producing only to meet their family needs, rather to move their
surplus to distant places for meeting the .needs of urban population. Asa
direct consequence of rapid industrialisation and economic development,
a greater. volume of the marketable surplus from agricultural sector will

2. Rural Markoting and Finance; 1046 (N.P.C.); Paga—38 . :
3. Drolt Quiline of the Fourth Five Yedr Flan (Plerning Commission), New Delhis,

1966, Page-174. ' ' s
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have to be moved from the rural areas. to the vrban areas. Insuch
process, the significance and the vital role of an efiicient marketing system
hardly needs and emphasis. The process of agricultural production can
pot be regarded as complete without the sale of the produce, One-sided
reform or higher agricultural production alone camnot profit the tiller
of the soil. Side by sidc with the changes in the art-of cultivation, aticmpts
should be made to develop an efficient marketing system which can benefit
both producers and consumers as well. “With each stage of evolution
from subsistence to advanced states of economic life there arises functions
and processes which require for their performance a complele set of
institutions which in aggregate make up the markeling structure. This
marketing structure when efficient can have a stimulating and at the same
time regulatory influence on production methods. It can help in avoiding
misguided and vmorganised production and distribution. In a similar
manner when incflicient, it can result in 2 waste of resources which
developing economies can ill afford.””¢ The unique role of an efficient
rural marketing indicates that incrcased agricultural productivity will not
be translated into a proporiionate increase in the level of real income in
an cconomy in which the distributive system is inefficient and wasteful
of resourccs. Hence, the economic need for an efficient markcting up is
imperative.

In addition to giving fillip to mere agricultural production, efficiency
in marketing may bave also jts effects on consumption plans. Under-
developed economies arc characterised byhigh income elasticities of demand
for agricultural products. Any improvement in the marketing sphere
which can be transmitted forward, even if partially, in the form of lower
prices to the consumers, would have substantial repercussions on total
consumption. Thus we must conclude that cffective marketing is also
crucial for the success of development programmes designed to uplift the
population as a whole. In spite of the massive efforts that are being made

.in many less developed countries for achieving the goal of industrialisation
as a weapon Lo cut the “Gordian knott” of the “Vicious circle of poverty”,
a large seetion of population must continue to depend for their living on
agriculture. “Any plan of economic development that aims at diminishing
‘the poverty of agricultural population, reducing consumer food proceds,
earning more foreign exchange or eliminating economic waste, has there-
fore, to pay special attention to the development of efficient’ marketing for
food and agricoltural products.”” §

Is there any objective criterial for determining thr effciency of a
marketing system ? What standard should be adopted to evaluate the effec-
tiveness of an existing marketing organisation ? The whole question appears
to be a vexed onc. Efficiency may be defined broadly as the effectiveness of

__..Lompetence with which a structure performs its designed functions, In dist-
ribution, it may pertain to techmical competence. or econamic efficiency.
Technical efficiency relates to such matters as mechanisation and rationali-

4. Marketing Iifficiency in Indisn Agriculture, Allied Publishers, Bombay, Tir,
{Mijss) Zaibun Y. Jasadawalla; 1966, Page—1.

b, Markoting-Its Fole in Incleasing Productivity, F.A.Q.T.N.O, Rome; 1964,
Page-2, ) . i )
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sation of individual work processes, To be technically efficient, a marketing

structure will have Lo utilise the best method available for every marketing

job, and to use these mothods with maximum effectiveness. Fconomic effici-
ency on the other hand implics the realisation of maximum out put from given
resources. Aftentively, it is the minimisation of the amount of inputs requ-

ired for a given out-put of goods and services. It thus involves the elimina~ -
tion of waste, high costs and exploilatative profits. Keeping thesc two ideas

of technical efficiency and economic efficicncy in our view, an cfficient

marketing is that which sevurts the best for producers as well as for consu-

mers. The interests of the producers and comsumers must be harmonised

with the improvement in the marketiag system. Any improved system of
agricultural marketing which is in realily an improvement must, iberefore,

henefil consumers and original producers. “Any programme of improvem-

ent in our present system, that is, must aim to benefit produccrs and consu-

mes, ‘and pot the onc at the expensc of the other. Both ‘arc victims of was-

tes in digtribution, both must be beneliciarics of economies of reforms.”

Generally, experts of agricultural economics have tried to analyse the
concept of officeint marketing in the back ground of the margin -of profits
that accures to the middleman. High returas to the marketing scctor arc
often expected to e at the expense of agricuiiural prosperity and so high
markcting margins are usually taken as important indicators of market ine-
fiiciency. Most of the Committees appointed by the Government for intr-
‘oducing reforms in the existing rural marketing set-up have vehcmently
commenled on the high margins of profit that go to the middlemen who
act as intermediarics betweep the agriculturists on the one band amd thg
ullimate consumers on the other. Any improvement which narrows down
the “Price-spread” and enhances the bargaining power of the agriculturists
by reducing marketing costs and eliminating superfluous middlemen is yeck-
“oned as an eflicient marketing, However, thesc canclusions are fallacious.
Sometimes, marketing efficiency may entail higher cost. In the initial stage
‘of re-organsaticn of the different channels of rural marketing and finance,
cfficiency may have to be maintained at higher costs. “The important thing
is not the size of the share bul rather the total rctu rn which is received by the
agricultural producers from the sale of their produce. = Higher marketing
costs and more prosperous agriculture are compatible ideas.”’” It is not nec-
essarily fruc that the system that provides the distributive scrvices at lower
cost is the most effective-“good and henest marketing may actuoally cost
more than 2 slipshod and corrupt one.”’ 8 Any how, under the existing pat-
tern of rural marketing, the scheme which tones up ithe farmer’s income by
reducing the marketing cost may he taken as an addition io the growth of

efficient marketing system.

Agricultural revolution is the precondition of industrial revolution.
But agricultural revolution cannot be said to be complete unless the system
of agricultural marketing has become efficient. Efliciency of agricultural

. Marketing of Agricultural Products; J.8. Boyle, Mo, -Graw-Hill-Book Company,
Lid., New York; 1925; Page 208 )

7. Marketing o Agrienltural Prodnets B.L. Kolha Fage-106,

&. Problems Befors the New Mdrlketing Agencies, M.L. Dasiwala, Indian Journst
of Agricultnral Reoucmies, Vol. XII, April-doze, 1957, Page-T84.
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inarketing means that the surplus raised in the agricultral sector is mobil-
ised easily and economically for the benefit of the non-agricultural sector.
Immobilisation of surplus raised in the agricultural scctor will also bea
disincentive for the agriculiural class. On the other hand, cheap and unint-
errupted pipe line of agricultural commodities to the urban and induvstrial
population will fulfil an essential condition of the induvstrialization of an
underdeveloped economy. The incrcasing monetisation of the agricultural
sector is alsa dependent on the substantial improvemcnt in the present and
the largerly defective system of marketing, The present system of agricul~
tural marketing suffers from many defccts such as lack of arganisation
amongst agriculturists, the presence of large pumbers of intermediarics,
lack of up-to-date market intetligence and proper slorage arrangement etc.
The general criterion of an efficient marketing is thal the “price—spread”
between what the consumers pay and what the producers receive for a
bundle of agricultural goods should be the minimum possible. But this
criterion is unfortunately not fulfilled in our State at preseat. Deciective
system “of agricultural marketing is a roadblock to a greater productlion as
well as better distribution of the agricultural production. This barrier must
be removed if the cconomy is to develop in a balanced manner with agri-
cuklllura] and industrial development supplementing and reinforcing each
olher. ’

A humble attempt is made in this book to study the problems of
agricultural marketing in Bihar. The book begings with a general econo-
mic survey af the state followed by a detailed study of Agriculture in
Bihar. Third chapter deals with the concept of Marketable Surplus.  The
book proceeds with discussions on the Role of Transport ( chap. TV );
The Economics of Storage und Conservation ( chap. V ); the problems of
Regulated Markets ( chap. VI); the prospect for Co-operative Marke-
ting { chap, VII ). The concluding Chapler include discussion on the role
of State in Agricultural Murketing and the problem of Price Stahilization
in Agricultural Marketing. _ '




CHAPTER 1 _
Socialisation of Agricultural Marketing

Strictly speaking, marketing includes the farmers’ transactions
bath in buying and selling, bat it is generally confined to the selling side
of his business and is used to cover all activities involved {rom the time
the product leaves the prodncer, until it reaches the consumer. Chering-
ton has defined it as *“designed to cover the complex group of services
involved in the distribution of merchandise from producer to consumer,
excluding only those functions which involve alterations in the form of
the commodity.” The system of marketing farm produocts is very compli-
cated. While the farmer usually remains his own salesman, the bulk of
his prodace is actually marketed through « distributive machinery which
is in the hands of non-agricultural specialists. ‘Farm products almost
invariably combine larpe bulk and weight with small value, Their trans-
port is very costly and storage expensive compared with many manufa-
ctured articles. Further, agricultural products comprise perishable arti-
cles, with the result that the farmer is compelled to sell his produce
irrespective of the prices ruling In the market- The farm output is gene-
rally produced neither at the time, nor in place, nor in the farm in which
consummers require it. Since, the object of all production is to satisfy
consumer’s demands, agricultural output is useless until these maladjust-
ments have been corrected, and supply and demand brought into relation
with one another. -

Marketing involves many services hesides selling and distribution,

Tt is the function of the marketing system to give farm utility, {ime
utility and place utility to the goods which the fermers produce. With
respect to farm; the critical service is identification, and the heteroge-
nous ontput produced on the farm must be sorted into grades and if
possible classified according to grades; so that the quality differences ars
related to prices. Thesc services are to be performed by neutral parties,
government agencies or by private dealers who label their products and
follaw them up with an advertising compaign. With reference to place,
the guestion is none to provide accurate price differentials based upon
Tocation of the product and the provision of efficient transport services.
For this, it is essential to organise an adequate price reporting and
communicatior service along with an adcguate transport system. With
respect to pricing overtime, the question is how to cope with the uncer-
tainty associated with [uture cvents. Accurate and timely market infor-
mation will help a lot in this respect. The time aspect is of great impor-
“tince because of the seasonal nature of agricultural products and because
they are marketed over an exiended .period. Good storage facilities
linked with reasonably good forccasts of future demand and snpply will
help in foture forecasts of prices. Middle men perform these services, as

" an equalizing function by adjustments varying supply to the changing

1. Cherington, Klements of Marketing pp, 122
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demand. Most of the farmers are not in touch with distant eustomers,
nor are aware of the organisation and conditions of marketing, nor can
follow market information intelligently. Some sort of intermediary or
agency is necessary between the producer and the consumer,

Marketing today exists in various slages in different parts of the
world. In developed countries like U. 8, A., Canada, and Australia
where production system has developed greatly, errection of giant ele-
vators for collecting wheat has developed, while in less developed coun-
tries like India and Burma, direct marketing in the true sense, with full
direct contact between producers and consumers can be found. This
is more true of large number of farmers, more or less self-sufficient
groups of people who are still proAucing primarily for the sake of sub-
sistence.  These farmers do not gain from the wholesale and specialised
markets a5 they deal on their own and have very small supplies to offer
as compared to the large transactions carried on there. The farmer
sells whenever the crops are ready for the market or when he is in need
of money. Thus, in under-developed couniries, lack of proper marke-
ting services, ungraded and unstandardised commodities, poor and
upscientific packing and methods of transport, absence of public markets
and warehouses, unbalanced production, lack - of market infor-
mation, unfair practices by middlemen and bad credit facilities

- are the most important cuases of inefficient marketiog and high costs.
The cost of marketing is high as supply of apricultural products is
produced in the wrong place, at the wrong time, in wrong quantity and
of the wrong quality. These four maladjustments are overcome by the
middlemen with the help of transport, storage, sorting and grading and
must assume risks. In the end, therefore, the consumer pays for goods,
plus services, plus the high price of so called convenience.

Although under a system of {ndividual enterprise and freedom of
individual choice, as it operates in agriculture, the marketing services
should have been performed at a cheap price, vet, it seems that competi-
tion in fact, is far from perfect. MWarketin g Services bring in imperfec-

tion in the market. Marketing agencies do not effect consumers demand

for food and the supply is determined by the actions of farmers and
natural conditions. Therefore, middlemen do not “determine retain
prices for most kinds of foods. * But the margin taken by middlemen
determines the net income of the farmer or the prices returned
to the farmer after deducting the marketing  charges
which  subsequently affects farm production and marketing.
Cohen® says, the danger in wholesaling is mainly excessive profits,
while in retailing it is excessive costs. Consumers preferences are not
communicated to the producers in time and the marketing system does
‘not co-ordinate itself with the fluctuations in supply. Monopolists and
monopsonistic dominations depend on the size of the markets and are |
observable even ip small local markets. In a capitalisistic, developed
economy, with soffictent capital available, large storage facilities, a deve-
loped transport system, and a fairly large and transparent market, these

monopsonistic tendencies are not so obvious, while, in underdevetoped
2. R, Cohsn; The Eoonomips of Agricpltme.—-.—? 13

e
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¢ountries these tendencies afe much more developed. The markets with
strong imperfect competition are most obvious on the lowest level of the
local macket (village). Some individuals or traders, strongly bound by
their loyalties form potent monopsonistic groups in most of underdeve-
loped countries, It is further strengthened by the transportation bottle-
neck and many institutional elements, such as, lack of seller’s orgamisa-
tions. The result is an unstable system of prices in the market.

However, the three important factors ereating conditions of imper-
fect competition, namely prodect differentiation, locational advantages
and restraints on trade have limjted application with regard to agricul-
tural products.  In case af agricultural coramodities and food  stuffs,
every one considers himself n good judge of the quality. Competition
among those-engaged in agricultural marketing appears to be of an
intensive character. There seems to be far less of the pentlemanly or
ethical approach to buying and selling in agriculture than in industrial
marketing® . The great size of agricultural market restricts. the scope
of any restraints on trade. And, the advent of good roads and improved
transport facilities have greatly reduced locational advantaxes. Thus,
neither product differentiation is in a position to effect the general level
or prices of the commodity except widening the comsumer-price differen-
tials for quality, nor do the effects of locational advantage and restraints
of trade give rise to imperfect competition. Their net effects are just
to increase margins and to reduce returns to producers. Buot these cons
ditions are more true of developed countries. In underdeveloped coun-
tries where the marketing of agricultural produce is largely in the hands
of a hody of men, who as distinguised from goverpment and co-opera-
tives represent private interests, and who control both the sources of
credit and the disposal of the produce, the farm prices and farm income
remain unsiable, and lone.

It is imperative to have a clear perspective abowt the aim and
abject of price stabilization. The objective should be to maintain food-
grain prices within desirable ranges and to check fluctnations outside
this ranpe which may be due to oligopolistic tendencies and other factors
responsible for these imperfections, This can be done by extending
the technique of open market operations to the wholesale commodity
markets. The role of the State would be limited to the manipulation
of demand and supply without unduly interfering in the structural and
functional organisation of the market. Socialisation of trade is as much
under and altogether different issue which is as much political as econo-
mic. Moreover, it is not essential for the successful implementation of
a price stabilisation programme,

.. Tt may be suggested that the norm of efficiency in markeling should be
related to the extension of the area of confluence of the interests af
the primary producers and the witimate consumers. The arca of the
confluence of interests can be widcned when the market is extended,
the cost of incorporating space, time and farm utilities in a product is
minimised and the price level is reasonably stabilised between one pro-

8. Thomecoin & Foot ¢ Agriculiural Prices : P, 102
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duction period and the next. Based on thése conditions of the cofluence
of interésts, some measurable indicators of marketing efficiency are
_supgested.  First condition of efficient marketing, thus concerned would
be the extension of market itself. Secondly, by minimising the cost of
incorporating various utilitics in the products, and thirdly by avoiding-
sharp (Inctuations in the prices of the products, -

However, the need for a policy of price stabilisation in cur country
has been emphasised repeatedly. There arises the need for stabilising
prices of important individual commodities. This is particularly true of
foodgrain prices, firstly because they still form the core of our price stru-
cture and secondly, because they register under fluctuations and thirdly,
because they affect the wagnitude and the pace of marketed agricultural
produce. It is generally believed that wide fiuctuations and large varia.
tions in prices of foodgrains over time and space result from the - imper-
fect natnre of the marketing organisation which may be due to oligopo-
listic tendencies, difficulties in trunsport and imperfect mobility of fac-
ters of production. To stabilise foodgrains prices, therefore, it 8 mDece.
ssary to eliminate the imperfections in the markeling structure, or fai_
ling that atleast to mitigate the ill-effects of these imperfections through
countervailing measures.  State trading in foodgrains requires the State
to assums the role of a dominant trader in the cconomy with sufficient
lunds at its disposal ta be in a posilion to effeclively influence the de-
mand for and the supply of foodgrains by (i) building up stocks in good
years which can bc drawn upon in bad years (ii)purchasing stocks during
harvest scason which can be utilised during lean seasons and (iii) acqu-
ring stocks in surplus States for disposal in deficit States. Among other
basic repuirments of the scheme are {a) fixation of maximum ard mini-
orum prices (b} maintenance of a reserve stock, as distinet from a buffer
stock, for pericds of real crisis. The first and foremost requirement of
this programme ig the formation of a high-powered board to formulate
the policy for price stabilisation and Lo determine the programme to en-
force it, Secondly, maintenance of the floor & the ceiling prices presu-
pposes the availability of syllicient storage and warchousing facilities.
Thirdly, beth the floor and the ceiling prices should be ecalculated for the
fair average quelity crop in the main producing arca. Regional and qua-
lity differentials may then be worked out.  Fourthly, while formulating
pelicy, it may be desirable to have a comprehensive plan covering, as far
as possible, all the major crops, in the absence of which the strucutre of
relative prices may be distorted, patterns of trade interrupted and pla-
nned cropping patterns disturbed. Fifthly, establishment of an effective
machinery ta take up the procurement and sale programme, of the State
is essential. And lastly, the success of scheme will depend, on the funds
at the disposal of the State and its ability to maintain sufficient stock at
the right time and place, It is therefore necessary to (a} find ways and
means of raising additional resources and (b) maintain suflicient stock at
selected strategic points.

The scheme of State trading in foodgrains should be made as fle-
xible as possible and it is desrlable to have an upiform approach as rega-
rds the basic principles throughtout the country.  Further, if the major
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gountries these tendencies afe much more developed. The markets with
strong imperfect competition are most obvious on the lowest level of the
local market (village). Some individuals or traders, strongly bound by
their loyalties form potent monopsonistic groups in most of underdeve-
loped counntries, It is farther strengthened by the transpottation bottle-

neck and many institational elements, such as, lack of seller’s organisa-
tions. The result is an unstable system of prices in the market.

However, the three important factors creating conditions of imper-
fect competition, namely product differentiation, locational advantages
and restrainis on trade have limited application with regard to agricul-
tural products.  In case af’ agricultural commodities and food stnffs,
every one considers himself o good judge of the quality. Competition
among those'engaged in agricultural marketing appears to be of an
intensive character. There seems to be far less of the pentlemanly or
ethical approach to buying and selling in agriculture than in industrial
merketing® . The great size of agricultural market restricts the scope
of any restraints on trade. And, the advent of good roads and improved
transport facilities have greatly reduced locational advanfapes. Thus,
neither product differentiation is in a position to effect the general level
or prices of the commodity except widening the consumer-price differen-
tials for quality, nor do the effects of locational advantage and restraints
of trade give rise to imperfect competition, Their net effects are just
10 increase margins and to reduce returns to producers. But these con»
ditions are more true of developed countries. In underdeveloped coun-
tries where the marketing of agriceltural produce is largely in the hands
of a body of men, who as distingnised from government and co-cpera-
tives represent ptivaie interests, and who control both the sources of
credit and the disposal of the produce, the farm prices and farm income
remain unstable, and lone.

-

It is imperative to have a clear perspective about the aim and
object of price stabilization. The objective should - be fo maintain fuod-
grain prices within desirable ranges and to check fluctnations outside
this range which may be duoe to oligopolistic tendencies and other factors
responsible for these imperfections. This can be done by extending
the techriqoe of epen market operations to the wholesale commodity
markets. The role of the State would be limited to the manipulation
of demand ard supply withcut unduly interfering in the structural and
functional organisation of the market. Socialisation of wrade is as much
under and altogether different issue which is as muck political as econo-

‘mic. Moreover, it is not essential for the suceessful implementation of
a price stabilisation programme.

., It may be suggested that the norm of efficiency in marketing shonld be
related to the extension ofthe area of confluence of the interests of
the primary producers and the wliimate consumers. The area of the
confluenoe of interests can be widened when the market is extended,
the cost of incorporating space, time and farm utilities ina product is

minimisad and the price level is reasonably stabilised tetween ome pro-

. Thomseoin & Foot : Agrienltural Prices : P, 102
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part of the initial pro¢urenient by government is undertaken in a year of
abundant harvests and relatively low prices, there is no reason why thro-
ugh prope: aujustment ol selling prices in years of shortapes the govern-
ment should not be able to cover all its costs and make whatever profit
is considered reasonable in the food industry. Moreover, the long-term
social and economic advantages to the whole economy will be so much
that the scheme would be economically worth carrying out even if it in-
volves some loss to the State in an immediate financial sense. The most
opportune time for initiating the scheme would be a year of good har-
vest, so that sufficient stock may be built up from the home market. The
intervening period may be utilised for preparing the pround. The need
for a comprebensive and co-ordinated scheme may be emphasised and
half-hearted or hajting implementation may be ruled out, because a half-
hearted scheme will only end in failure and this in turn may be used by
the laissez-faire enthusiastis as an argument for a policy of inaction in
fatuze.

This book on Agricultural Marketing in Bihar, begins with a brief
description of the agricultural position in the State. The basic weakness
of the agricultural organisation is the pattern of land ownership. About
20 percent do not own any land and about 2.15 percent ownland less
than one acre, About 71.6 percent, all rural families have either no land
or less than 5 acres and their share is about 29.3%, of the areas. On the
other hand about 12 percent of rural families have more than 10 acres
each with a total share of about 66 per of the whole area while one per-
cent have more than 40 acres each and account for 20 percent of the
aren. The small farmer-gultivating his fragmented holdings, and lacking
in capital and other inputs falls an easy prey to unfavourable climatic
conditions. His farming is still largely of the subsistence type. His sales
of produce are intermiltent, Until, therefore, he realised that asa seller
of the produce be must study the art of sale, either as an individual thr-
ough combination with other producers, it is inevitable that he should
come off second best in his contest with the high!y specialised knowledge
and the vastly superior resourses of those who purchase his produce. As
such, there is need for the orientation of the entire marketing system in
the state of Bihar so that exploitation of the primary producer is progre-
ssively eliminated and he is enabled to dispose of his surplus under fair
conditions of buying and selling.

An attempt has been made to define “Marketable Surplus’, ‘marke-
ted surplus’ and ‘potential surplus’ and concludes that they are variable
guantity depending upon special and economic factors. In north Bihar,
the percentage of marketable surplus with reference to main commercial
crops comes to 85 to 90 percent. In case of cereals & pulses it is very

_lew, i.e. rice (19.5%), Arhar (16.5%), Urid (39.0%;), Moong (25.59%),
Masur (39.0%), Gram (11.0%). By substantially increasing the marke-
table surplus of agricultural produce, a food and raw material base for
rapid industrialisation can be created and it may be possible to meet the
growing demand of urban population as well as to bridpe the gap of
food deficit. Any imbalance in the demand fot food (as a result of incr-
easing population, a rise in per capita_income and a higher income-cluse
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ticity of demand for foodgrains) and supply of marketable surplus ( as
supply of foodgrains is generally inelastic) is sure to affect the prices of
foodgrains. An efficient marketing structure is a must to solve this prob-
lem and to bring about an adjustment betwecn the demand and supply
and to meet the task of distribution at a low cost. Regulated markets can
play 2 great role in Temoving the distortions in marketing. The need of
co-operative marketing has rightly been emphasised, as regulaion of
agricultural mandis by state legisiation can help the poor agriculturists
by reducing and rationalising the market churges, but the long tchain
of middiemen operating between the real producer and the ultimate
consumer can only be climinated, when the whole structure of agricul-
tural marketing is placed on co-operative lines. A good begining has
been done with the socialisation of the foodgrain trade in Bihar and the
achisvements can only be consolidated with a net work of co-operatives
assembling the marketable surplus, and ccotrolling the retail sales. Co-
operative marketing should be looked upon as a business and should be
in a position to avoid or overcome the adverse effects of business depre-
ssions, monetary maladjustments and commadity surpluses. The ultimate
guarantee of good marketing lies in the quality of bargaining power of the
buyer and the seller and in this scheme of re-organisation the State has
to come forwaid to render assistance of the requisitc magnitude and of
a type which will enable the co-operatives to meet the opposition of ves-
ted interests, Marketing societies should be linked up with cooperative
processive and co-operative consumers socisties.

Thus agricultural marketing in Bihar, would have to be gradually
socialised, as individual ipitiative and freedom of enterprise in marketing
arc incompatible with the objective of a comprchensive State plan, Mar-
keting therefore, would have to be brought under the effective control,
regulation & management of the State which will see where each item
would be mest useful, it will see that each item is made available as and
where and when it is most wanted and so likely to be most serviceable in
working of the state plan.

2. The progress made so far and the likely achievements by the
end of the Fourth Five Year Plan in various activities of agricultural
maurketing are as follows -—— -

(a) Regulation of markets—The Binar Agricultural Produce Mar-
kets Act, 1960 was enacted with a view to safeguarding the interests of
the farmers in the markets. There arc 314 wholesale markets in the State,
out of which 88 markets have been brought under regulation by the and
of 1971-72. During 1972-73 a target for bringing 68 new markets under
the purview of the Act was fixed against which preliminary notification
for 50 marketa has already been issued and in respect of the Temaining
18 markets the work is in progress. During the year 1973-74¢ the propo-
sal is to regulate 50 new markets. Thus, by the end of the Fourth Five
Year Plan 186 markets are expected to be brought under regulation,

(b} Development of marketing complex—(i) Under . D. A, Project—
L D. A, has sanctioned a project for the development of 50 markets at
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part of the initial procurement by government is undertaken in a year of
abundant harvests and relatively low prices, there is no reason why thro-
ugh prope: acjustment of selling prices in years of shortages the govern-
ment should not be able to cover all its costs and make whatever profit
is considered reasonable in the food industry. Moreover, the long-term
social and economic advantages to the whole economy will be so much
that the scheme would be economically worth carrving out even if it in-
volves some loss to the State in an immediate financial sense. The most
opportune time for initiating the scheme would be a year of good har-
vest, so that sufflcient stock may be built up from the home market. The
intervening period may be utilised for preparing the ground. The need
for a comprebensive and co-ordinated scheme may be emphasised and
half-hearted or hajting implementation may be ruled out, because a half-
hearted scheme will only end in failure and this in turn may be used by
the laissez-faire enthusiastis as an argument for a policy of inaction in
future,

This book on Agricultural Marketing in Bihar, begins with a brief
description of the agricultural position in the State. The basic weakness
of the agricultural organisation is the pattern of land ownership. About
20 percent do not own any land and about 2.15 percent ownland less
than one acre. About 71.6 percent, all rural families have either no land
or less than 5 acres and their share is about 29.39% of the areas. On the
other hand about 12 percent of rural families have more than 10 acres
each with a total share of about 66 per of the whole area while one per-
cent have more than 40 acres each and account for 20 percent of the
area. The small farmer gultivating his fragmented holdings, and lacking
in capital and other inputs falls an easy prey to uafavourable climatic
conditions. His farming is still largely of the subsistence type. His sales
of produce are intermittent. Until, therefore, he realised that as a seller
of the produce he must study the art of sale, either as an individual thr-
ough combination with other producers, it is inevitable that he should
come off second best in his contest with the highly specialised knowledge
and the vastly superior resourses of those who purchase his produce. As
such, there is need for the orientation of the entire marketing system in
the state of Bihar so that exploitation of the primary producer is progre-
ssively eliminated and he is enabled to dispose of his swrplus under fair
conditions of buying and selling.

An altempt has been made to define ‘Marketable Surplus’, ‘marke-
ted surplus’ and *potential surplus® and concludes that they are variable
quantity depending upon special and economic factors. In north Bihar,
the percentage of marketable surplus with reference to main commercial
crops comes to 85 to 90 percent. In case of cereals & pulses it is very

-lew, ie. rice (19.5%), Arhar (16.6%), Urid (39.0%), Moong (25.5%),
Masur (39.09%,), Gram (11.0%). By substantially increasing the marke-
table surplus of agricultural produce, a food and raw material base for
rapid industrialisation can be created and it may be possible to meet the
growing demand of urban population as well as to bridge the gap of
food deficit. Any imbalance in the demand for food (as a result of incre
casing population, a rise in per capita_income and a higher income-elase
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tion and promotion of orderly marketing by achieving effective distribu-
tion and fair pricing of farm products needs no emphasis. So far 48
Morket Intelligence Centres have been established and another set of 21
such centres are likely to function by the end of 1973-74,

8. Link Roads—Out of the 60 markets taken up under the Wortld
Bank Project, 22 full in the Command Areas of Kosi, Gandak and Sonec.
11 link roads are being constructed at an estimated cost of Rs. 100 lakh
in tbe Kosi Command Area. The Central Government have also sanc-
tioned link roads for Gandak and Sone Command Areas at an estimated
cost of Rs. 100 lakh and Rs. 65 lakh tespectively. The work on these
roads will commence from the current year (1973-74).



CHAPTER T
AGRICULTURE I_I';Nl BIH&R

Bihar is a predominantly agricultural State, 76.8 percent of her total
working population being engaged in agriculture which-excludes from . its
scope plantations, orchards, forestry: and cven operations such as thrash-

“ing and cleaning of grain, not lo meation dairying, lacgrowing and -bee-
“culture which are indirectly connecled with agriculture. Among the. States
" of India, Kcrala is the only State where the number of non-agricultural
_workers exceed the number of agricultural “workers. - Onc can perhaps
-expect that the higher the density of popul ation in a State, the lower would
b the dependence of its population on agriculture or in other wards that
the density of population of a State would be inversely correlatéd with the
proportion of its workers engaged in agriculture. In fact, the. yaming of
-the 14 States of India according to these iwo.criteriz shows a remarkable
- consistency except in the case of four States, viz.,Assam, Gujcrat, Bihar and
-U. P. 1In the case of the former two States, non-agriculiural employment
is higher than one would cxpect, judged by the density of their populaiion;
“while in the case of the two latter States, it 1s the other way round. - The
predomijnantly rural character of Bihar population is also brought out by
“the fact that although she contains 10.6 percent of the Union population,
she has only 5.7 percent of the towns in the Indian Union; her rural popu-
lation being 91.6 percent of her total population against all-India’s
82 percent. - ' ' h

Large dependence on agriculture is nat only a sign of undeveloped

- economy, but under the present conditions in India, it subjects the nation-
‘al income to a considerable degree of instability. Among the States of
India the dependence on agriculture is the highest in Madhya Pradesh,
Rajasthan and Bihar and they arc also among the least developed. States
of India. The instability of agricultural income is shown by the fact that

- in two successive years, viz., 1957-58 and 1058-59 the indices of the avail-

ability of foodgrains (net) per capita per annum ( 1451-52 : 100) varied
from 74 to 132 in Bihar, from 85 to 131 in Madhya Pradesh and from 121
to 151 in Rajasthan.! In Bihar, not only are 77 out of every 100 workers
engaged in agriculture (even.in the restricled sense in which the term has
been used in the Census) but 72 of the these 77 workers arc engaged in the
production of food crops alone cven ¢xcluding rape and mustard and
groundnut from the definition of food crops and 57 workers out of 77 arc
engaged in the production of foodgrains, ie., cereals and pulies,  Bihar's
agricultural economy is overwhelmingly a food economy; and of her gross
_cropped area all but a paltry 5 percent is devoted to.the cultivation of
“food crops. Maharashtra {(including Gujerat) and Kerala devoted in
- 1956-60 one-third of their gross cropped area to. the . cultivation of oy,
“food crops, while Mysore and Madras grew non-food crops on one-four

I. Vido note by . M. Sharma ol poge 442 of Cendus of India Paper no. _Iot‘_E%_}("»:Z_._-' .
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Foodgrain Requirement And Food Outturn :—

Judged by the nutritional requirsment of the population at 14
ounces of cereals and 3 ounces of pulses per adult consumption unit per
day and converting the total population into adult consumption vAits
at 80 percent and also deducting 12.5 percent from pross produetion to
allow for seeds, wastage ele., it 1s found that the average outturn of food-
grains in Bihar in the five years centering round 1960-61, allowed: the
population of Bihat at the 1961 level, a consumpiion of 137 ounces of
sereals and 2.6 ounces of puluses® which falls short of the standard by
0.7 ounce per day. The extent of Bihar's foodgrain deficit for the 1961
population works out at 265 thousand tons or 3.8, percent of her gross
production. In fact, Bibar was importing on an average (1959-62) at least
300 thousand tons of cereals (rice and wheat) annually from outside;
Bihar's deficit was‘only-of a marginal nature. A similar calculation on
the basis if average annual foodgrains production during 5 yeats centering
round. the year 1950-51 and the census population of Bibar (before state
re-organisation) of 1951, shows the availability of foodgrains to have
been 14.24 ounces per consumption umit per day. This indicated
a shortage of more than 200 thousand tons and Bihar imported from
outside about 413 thousand tons of foodgrains annually during the period
1949-50 to 1951-52. Ii, therefore, appcars that in spite of the gro-
wih of-population during the decade 1951-61 the supply of foodgrains
in Bihar has shown some impravement. This improvement may be
cither nominal or real. It would be nominal if the estimated higher prod-
uction is the outcome of an improvement in the quality of estimating
crop outturns, and it would be real if it has been brought about by extens-
jon of irrigated areas, greater usc of chemical fertilizers, higher density of
c]:opping gtc,, perhaps the improvement revealed was ditributable to both
the causes. .

According to the Registrar General of India’s Estimate the popula-
tion of Bihar has been increasing at the rate of 2.3. perceat per annum
eummulatively since the last census. If, therefore, the minimum mtritional
sequirement of 17 onnces of foodgrains is to be assured to the increasing
population the outturn of foodgraing must also -increase correspondingly,
The Bihar famine of 1966-67 has poignantly focussed ihe attention on the
immensity of the problem of finding food for the growing population;
and although last year's condition was quite abnormal yct if means
cannot be found to transform the agricuftural ‘methods and practices or
if the growthrate of the population cannot be damped down, it is not
unlikely that recurring scarcitics and scrambles for food will hecome a
regular feature of Bihar's economy. That there is a considerable scope
for improvement in Bihar agriculture is evident from a comparison of
Bihar's agricultural economy with that of Punjab. It has already been
segnthat a food worker in Punjab can grow food for 5.8 persons inclu-
“Wing himself as against Bihar’s 3.3 persons. Too many persons are guart-
ered on the land in Bihar, viz., 547 workers for 1000 acres of pross culti-
vated arca against Punjab’s 190 workers; and yet Bihar's outturn s 9
percent less per acre than that of Punjab. If this redundant population
can be withdrawn from agriculture and provided with useful work in the
industrial ficld, Bihar’s economy can be gubstantially improved. Bihar’s
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overcrowded agricultural economy.can also be ‘illustrated “with reference
to the quanlity of foodgrain produced per agricultural worker {engaged
1n foodgrain production) in Bihar in 1962-64 which was only 1256 peunds--
the lowest among'.the Stales in India--compared with 3920pounds in punjab
2392 1Bs. in west Bengal, 2139 Ibs. in Orissa and 2121 lbs. in Gujerat,
The nearest. approach to Bihar in point of the smallness of [vodgrain,_ofiti-
urn per worker is that of U. P. with 1431 Ibs.” o '

- The quantity of foodgrains grown by onc worker {(in the field of
frodgrain production) and the number of persens who can be supported
by it would depend on- the area devoted to foodgrains which is cultivated
by one worker and the rate of output of foodgrains per. acre. A sample
survey conducted by the Natiozal Sample Survey for the crop year 1953-34
indicatéd that an average household in Bihar owned only 3.5 acres of
_]and'—vj._'hich was the lowest in India except for three States viz., Madras
{3. 4 acres), West Bengal ( 3.0 acres ) and  Travancors-Cochin {2.0 acres).
1t wus-as -high as 15.3 acres in Rajasthan, 11.1 acres in Mudhya Pradesh
and-8.4 actes in Punjab.  Of course, the entire household is not devoted
to the production-of foodgrains nor is every momber of the houschald. an
agricultural worker- A comparison of the number of agricultural workers
as given in the 1961 Census Report with the acreage and outturn of food-
grains in the diffcrent States of India in 1962-64 shows that there was ons
worker for about 1.86 acres under foodgrains in Bihar and Assam—this is
the lowest figure among the States in In lia, Madras camiog nexl with 1.95
acres; while the States with highest acreage under foodgrains per .worker
were Punjab with 5.29 acres, Rajasthan with 4.65 acres and Gujerat. with
4.18 acres.  The yield of foodgrains-per acre was, however, fairly high in
Bihar, ¥iz:, 676 1bs, -which was cxceeded. by Kerala (1190 1bs.), Madras
{981 Ibs.), West Bongal (949 1bs.),Orissa (810 1bs.) and Punjab {741 1bs.).The
lowest yicld of [vodgrains per acre was in Rajasthan (323 Ibs.), Maharashtra
(470 ibs.), Mysore (530 lbs.) and Gujerat (507 lbs.}). Among the food crops,
however, the ield rate per acre-varied from crop to crop, those for rice,
wheat; barley, maize and ‘mara being higher than those of other cergals
and pulses. - Thc acreage under these five foodgrains formed 75 percant of
the total-acteage under foodgrains in Bihar in 1963-G4 and was excesded
by:Orissa (87 percent),~ Wesl Bengal (84 percent), Kerala (94 percent) and
Assam {95 percent), while (he proportionate acrcage uoder thase foodgrians
was the lowest-in Maharastra (19 pereent), Rajasthan (21 percent), Gujerat
(28 percent) and Mysere (32 percent). -:In the light of this the performance
of Punjab and Madras appears to be all the more créditable; for in spite.of
-a comparatively low proportion of area devoted to high- yield crops, viz..
31 percent and 58 percént respectively, the yield per acre of total food-
grains, viz., 741 Ibs. and 981 Ibs. is quite high. The higher yield of [oodgrains
in Punjab.and Madras compared with Bihar, may be duc to the higher
‘proportion: of these-crops which are irrigated, viz., 35 percent and 33 per-
‘cent-against-only 19 percent in Bibar, ' : o
Ecoriomic holding : o . _ : - A
: Tt has been seen that the sample survey of .agricultural holding for
the year 1953-54 rovealed that the average size of an ownership holding. in -
the rural arcas of Bihar was 3.5 acres with household membership: of 5.3
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persons. A few of the holdings werc found to be used for non-agricultural
purposes, and if these are excluded, the average size of agricultural hold-
ings in Tural Bihar worked out at 4.1 acres. The entire arca of this hold-
ing was not nceessarily cultivated in 1053-54. At the 1961 population
consus data were also collected on sample basis regarding area of land culti-
vated by tural and urban households. Land included all land normally
used for cultivation purpescs including temporary [allows. Cultivation,
however, cxcluded fruil growing. According to (he census data an avorage
rural agricultural houschold in Bihar consisted of 5.88 persons of whom
n.20 were family workers and 0.7 hired but permanocnt workers and the
Test, i.c., 2.98 being non-workers. Apatl from members of the household
an average cultivating household also employed 0.08 casual workers far
cultivation work. According to data collected by the census an average
agricultural houschold in Bihar had a holding of 4.1 acres comprising net
sown area together with current fallows; and of 4,9 acres ol other fallows,

culturable wastes, orchards, pastures and grazing land are also included.

Can 4.1 acres of land including current failows, which is the average
cize of a household holding in Bihar, be regarded as an economic holding ?
Fcoriomic holding is not easy to define. It would depend upon objective
standards which differcnt persons may adopt to suit their own ideas.
Hete we shall {ake it to mean subsistence and viable holding; in other
wards, we shall examine whether the size of an average household holding
in Bihar is such as would ensure the reasonable {ood requirements
of the members of the household and would alse vosure reasohable employ-
#erét to the human and animal resources possessed by an average house-

old. :

An average helding with net sown ared of 3.58 acres would have a
gross cropped area of 4.76 act®s owing to some areas being cropped more
than ones. Oul of this gross area it would be usual to grow foodgrains
on 4.22 acres. As the average rate of vield per acre of foodgrains, the out-
turn of cereals and pulses from 4.22 acrcs would amount to 1.22 toms.
Deducting 12} percent from it for seeds, wastage etc. 1.07 tons would be
‘available for consumplion. Converting the 5.88 persons who comprise an
average rural household in Bibar inte adult units (at 80 percent), it i
found that the vicld of foodgrains from the household holding would allow
about 22 ounces of cercals and pulses per head per day against 4 nutrition-
al requirement of 17 ounces. The household would thus have a market-
able surplus of about 918 Ibs. of foodgrains, or a little less (say 900 1bs.)y if
we allow for the breakfast and tiffin which is given to the -casual workers
émploved by the household for cultivalion. Roughly speaking, the holding
would vield a gross income of Rs. 809 (or Rs. 38 per head) at Rs. 170 per
acre al 1962-63 prices of farm produce.

The average agricultural household holding that has been considered
above is a theoretical average the size of which has been pushed up due to
a small pumber of very large holding such as 50 acres and above. In lact
the wmber of agricultural holdings of a size lower than 3.0 acres in rural
areas was 814 thousands against 324 thousands above this sizc. Hence
the median size holding, i.¢., the farm size which has many holdings larger
than it in size as holdings smaller than it in size, would be mare represcnta-
tive of holdings in Bihar than the arithmetic type of average holding. The
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be the worst. Although we have concentrated our aitcntion omly on the
rural backwardness and foodgrains since the area ‘under foodgrains
covers almost 90 percent of the gross cullivated area in Bihar, we may
_ broadly say that at least haif the agricultural holding in Bihar are uneco-
nomic in size in as much as even apart from the other necessarics of life,
they cannot even provide tbe foodgrains pecessary for the consumltion of
the household. If account is also to be taken of the other necessaries of
lifc of the household, such as, food items. other than foodgrains and also
non-food items, it would appear that a holding of the size of 3.5 acres
- including current fallows, would be necessury to make the agricultural
hausehold in Bibar self-supporting at the existing level of expendilure, as
computed for 1960-61 by the National Sample Survey. If this is correct,
then about two-thirds of the agricultural households in Bihar would ap pear
" {0 be non-self-supporting. Perhaps this is the reason why the Census  Rep-
ort of 1961 found that—*among persons having cultivation as principal
work, as much as §i. 8 percent have agricoltural labour as their secondary
work; similarly among thoss having agricultural labour or household indu-
stry as their principal work, as much as 92. 9 and 78.1 percent respectively
liave cullivation as secondary work”. ' :

Economic IIolding And Draught Animals :—

Tf we conncct the total werking anmimals with the net sown area
(1960-61) in the different Stales of India, we find that thc nct arca sown
per pair of working animals is the highest (13 to 15 acres) in Rajasthan,
Gujerat, Maharasira, Punjab and Mysore and these are alsu the Stateés
where the average size of agricultural bolding is very large; Kerala lorming
an exception with the smallest size of agricultural holding yet with almost
twelve acre of net sown area per pair of working animals. On the other
hand the net sown arca per pair of working animals is the lowest in
Eastern India, viz., Assdf, Bibar, West Benpal and Orissa—4.5 to 5. 3
acres—and here too the average size of agricultural holding is also the low-
est in the country. For India as a whole there is a pair of working animals
for 8. 5 acres of not sown arca against only 5 acres in Bihar which is the
lowsst in India except Assam, The most —common size of farm in Bihar
is of less than 3 acrcs; so that much of the potential working
capacity of his farm animals remains unutilised and is wasted. We have
thus reached the conclusion that even il a holding of 3.5 acres may under
existing rates of yield prove sufficient for meeting the ordinary consumpti-
on necds of the cultivating households at the presefit standard of living
yel it is too small to give full employment to his working callle. Much of
animal power in Bihar, thercfote, runs (o waste.

Econoeiic Holding And Man Power

At thé Census of 1961 some data were collected regarding the differ-
ent sizes of farm cultivated by agricultural households and the numbers of
family workers and hired workers employed for cultivating different sizes of
farh. It has already been scen that the median size of rural agricultural

“holding in Bihar consists of 2.6. acres. of land which is cuoltivated by
2. 4 family workers and 0.5 hired workers. The datafor differcnt farm sizes
chow that the family labour employed on the farm increases fiom a
minimum of 2. 1 persons for a farm size of 1 to 2.5 acres to a maxi-
mum of 2.8 persons for a farm size of 10 acres and above, although the
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average size of agricultural femily pces on increasing frem 3.1 purscns
housholds with a holding of 1to 2.5 acres to 9.5 persons for boldings
of 5Qacres and abave. The number of hired agricultural labourers excluding
casual workcers, however, goes on increasing from 0.24 persons for farmsg
of § to 2.5 acres to 4. 83 perscns for farms of the size of 30 to 50 zcres
The total number of workers (family and hired workers) emplo¥ed for

farming increases [rom 2.3 persens for farms of size L to 2.3 acres to 7.5

persons for farms belween 30 and 50 acres. The proportion of hired workers
to total workers increases continuonsly [rem 10 percent for farms of 1 to
2.5 acres to 64 percent for farms between 30 and 30 acres.

Analysis of the available data  shows thal with the metheds
ol cultivation and the cropping pattern followed in Bihar although even
for a very small holding a mintmum of about two workers is necessary yet
a holding ol 5 acres in size can be cultivated by 3 workers (including family
and hired workers) and for every addition of two and a half acres the
addition of half a worker is needed upto a farm size of 15 acres. The
requirement of additional workers for farms of even larger size decreases
still further, Judged by this standard of 3 workers for holdings ef 5 acres
it appears that for 71 percent of the total rural agricultural holdings is
Rihar which are of a sizc of less than 5 acres, about 50 percent of the
labour employed is surplus in the sense that they would not be necded for
the work of cultivation if afl the farms cultivated had been at least five
acres in area.. Although, thersfore, the average for Bibar is 3 workers for
o farm of § acres and 1n the sense u farm of 5 acres may be regarded as an

-economic holding so far as employment of man power is concerned, vet it

should not be confused with the idea of optimum holding, for the data
shows that farms of a size of cven 15 acres can he managed by 3 workers.

Low productive cfficiency and overcrowding ja
Bihar’s agricultural economy : T

A study made with 22 crops covering 94 percent of gross cropped
area of Bihar in 1955-56 showed that the cropping pattern followed by
Bihar raised the value of her gross outturn by 27 percent over what it
would have been had she followed the average zll-India cropping pattern
(vide L. J. A. E.. April-Tunc, 1962). At the same time, however, it may
be noted that the physical outturn of crops per acre in Bihar was generally
lower than the all-lndia average. Taking 18 crops tovering 92 percent of
the total sown area of Bihar in 1962-63 the index of preductive efficiency
in Bihar, i.e., the yield ratc of crops per acre using “weights” given to
differeni crops by the State Stalistical Bureau, Bihar in culculating the
index ‘of agricultural production, was about 9 percent lower than the
all-India level of efficiency. -

Bihar employed, in 1961, 53 cultivators, 22 agricultural labourers and
39 working animals per 100 acres of her net sown arca against all India
31, 10 and 24 rospectively. Thus Bibar uscs 70 percent more cultivators,
120 percent more agricultural labourers and 62 percent more catile power
per acre of net sown arca than all-India.  In fact excopt for Assam the
densitics of cultivators, agricultural labourers and draught animals’ per acre-
of net sown area in Bihar agriculture are the highest in India. This may be
partly accounted for by the higher intensity of farming in Bihar (double
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crop area in Bihar being 39 percent against India’s 15 percent). In fact
it is the highest in Tndia and the smallness ol the size of her agricultural
holdinps the Jowest in India except Kerala, yet there is no doubt that there
is u redundancy of both man and cattle employed on land in Bihar. Accor-
ding to Bihar Unemploymeni Committee, 1959, an averfige subsistonce
holding of 7 to 10 acres can be worked by to full labour units with the help
of a pair of buflocks. On this basis the Committee estimated that 44
lakhs out of a total of 110 lakhs farm workers in Bihar"1951 were redundant.
Even if we could have maintained in 1961 the same land labour ratio in
cultivation as we had in 1951 (525 workers in 1951 as against 745 workors
in 1961 for 1000 acres of net sown zrea), the (pet) value of agriculiural
produce per head of. agricultural workers would have been 42 percent
higher in 1961 thyn it actually was, viz., Rs. 247 as computed by the §. B.
B., Rihar. In fact; the agriculture ecopomy of Rihar is so over-crowded
that a study made by some local economisls (published in the T.T. A.
Ecopomics, April-June, 1962) showed that although the agricultural (net)
incorne per acre in Bihar in 1955-56 was Rs. 82 which was higher than that
of Bombay, Orissa, Madhya Pradesh and Rajasthan yet calculatcd por
head of the agricultural population, it fcll to Rs. 57 only the lowest in the
whole of India. *

Land tenure and productive efficiency :

Tn Dihar the vast majority of coltivators culfrvate lands which are
cither whally owned by them or mainly owned but partly supplemented by
land taken on lease. Thus according to the Census Report of 1951 almost
88 percent of the self-supporting cultivators in the rural area of Bihar culii-
vated land mainly owned by them while only 18 percent cultivated land
mainly unowned. The percentage ol cultivators cultivating mainly owned
lapd was the highest in the scheduled iribe arcas comprising Chotanag-
pur division and Santhal Pargana, varying from 2.5 percent (Palamau) (o
98.5 percent (Ranchi).

Bihar is a land of small holdings; holdings of a size of less than 5
acres forming 71.6 percent of fofal holdings of which 21.5 percent were
made up by holdinps of less than one acre, 26.7 percent of holdings between
one and 2.5 acres and 23.4 percent of holdings between 2.5 and 5 acres.
These 71.6 percent of the small holdings, howcver, contained only 29.3
percent af the land cultivated in Bihar.  As many as 86.5 percent of these
small cultivating honseholds cultivated only their own land, 9.2 perecnt
cultivated only lcased land and the remaining 22.3 percent cultivaled partly
owned and partly leased land. It is interesting to note that as the size of
the holding goes up from less than one acre to 10 acres, the proportions of
both (hose who cultivate only owned land and of those who cultivate only
leaged land decreusc continuously from 72.7 and 14,1 perceni respectively
for holdings of less than one acrc to 62.8 and 2.6 percent respectively for

--holdings between 7.5 and 10 acres.



CHAPTER I

THE CONCEPT OF MARKETABLE SURPLUS

e

£

The present era is characterised as an age ol ecopomic development
which has attracted the attention of modern economists towards the var-
ious problems involved in this feld. The ever-growing jmportance of eco-
nomic growth has thus led to the wide discussion of literature on this topic.
But it remains a fact (hat the literaiure on ccopomic development is
unfortunately lacking in cxplicit definition of the basic terms it employs,
and ope finds that the term “cconamic development” covers a wide range
of different and some times conflicting ideas. Varioms terms such as ‘eco-
nomic development’, ‘economic growth’, ‘economic progress’, econoim ic wel-
fare’ and secular change ete. are used to connote the same kind ol mcan-
ing. In fact, they are synonymous. And vet itis difficult to locate any

single concept which may convey a precise and generally acceptable meaning
of cconomic development. Some wrilers have used the term ¢ Economic
Development’ in the sense of a mere increass in the national income, with-

out regard to the size of average per capiia income or the distribution of
incotse. To somc economists, the concept “Economic devclopment”” secms
{0 imply nothing more than an increase in the~supply of capital available

to “underdeveloped” areas.

Despite [the conflict in the concept and nature of the problem, a
growing unity of concept has gradually emerged which regards economic
development as an increase in the national product that results in the rai-
sing of the average per capita income. Thus the core ol sconomic develop-
ment is the increasc in real income of the nation. seping this idea in
our view, “Bconomic Devclopment” may be defined asa ‘‘process whereby
an economy's real national income increases over a Jong period of time.™
< this accepted concept of “economic development” is examincd and
claborated we come across with three distinctive characteristics of the prob-
lem. Firstly, economic development is not 2 fixed goal, rather we are
concerncd with the process of change. “Process” implies the operation
of cerrain furces; these forces operate over the long' period and cmbody
change in cerlain variables. Details of the process vary under diverse condi-
tions in space and time. But there urc some basic common features. For
the sake of simplicity and analytical examination of these common features,
. we can classify most of these af the changes in the fundamental factor
supplies and changes in the structurc of demand and products. I is possi-
ble, therefore, to interpret economic development in terms of specilic
developments in factor supplies and product demands. Secondly, econo-
mic development brings about a definite and sustained augmentation in the
production of material goods and services. . Above, we have based our
definition of “ccopomic development” on the concept of real national in-
come which refers to the couniry’s total out-pul of final goods and services,

1. Teonomic Development, Theory, History, Poliey; Meir and Baldwin Page—3,



expressed not in money terms but in real terms; the money expression of
national income must be corrected by an appropriate price index of both
consumer and capital goods. Here a  distinction must bec made between
Giross National Income and Net National Income. . Here “National In-
come’”’. however, refers fo met national mcome and not gross national
income for provision must be made for the wastage of machinery and other
capital goods. 'Thirdly, from the stand point of economic development,
the increase in net national product must be a sustained increase. A short
period expansion, such as occurs within a business cycle, is of secondary
impartance & mMinor wave comnpared with the upsurge of rising time. Really,
it is the increase in real national income between cycles that denotes deve-
lopment.  Economic development is a long-period process.

Lastly, we must' bear in our mind that the definition of ‘economic
development’ should focus on an _increase in real national income rather
than on real per capita income. If an increase in per capita income is
_ taken as the measure of development, we would be compelled to say that
a country has not developed if its real national income has increased to-
gether with the rise in population at the same time.

Tt appears desirable to link economic development with gemeral in
all spheres of life. Thus in the process of cconomic development, the ele-
ment of jmproved welfare should be maintained. As a matter of fact,
“igconomic progress is sometimes regarded as a process of change leading
to greater and better supply of material goods and services, for the safe-
puarding of human personality and capicities”.* A nation aspiring to
switch over from a stagnant to developing phase of its existence will have
necessarily to pass through a period of stresses and strains in respect of
economic and cultural values. The process of development should be
such that these stresses and strains are minimised and the transition (o a
higher level of economic and cultural values is achieved smoothly.

Such a wide interpretation of the term *“Ecodomic Development”
involves consideration of proportionate relationship between rate of eco-
nomic growth and rate of population increase, pattern of income Cdistri-
bution, qualitative composition of production, ethical value, judgements
about social relations and institutions, about working condition and ahout
the concept of human welfare, etc. T is true that the weltare of the society
as a whole is the sole objective of material advancement. Fot, eccnomic
goods and services are the means 1o an end-maximum satisfaction of
human wants. Thus, an adequate and cheap supply of goods and services
is one of the many pre-requisites of social welfare in genmeral. In order to
maintain accuracy and to evaluate its results in a scientific way, it is better
that, ‘economic development’ be considercd a long-term process leading
t0.a sustained increase in an economy's real national income, accompained
by other changes which contribute 10 social welfare in gemeral. Therefore,
economic development is a process consisting of a long chain of Iinter-co-
nnected changes in fundamental factor supplies in the structure of
demand for products, finally leading to a rise in real national income over
a long period. !

2, Agrienlture and Eeonomie P’rogramme, Ojula, Page—1
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The conceptual analysis indicates that economic growth is of the same
genus as economic wants ! the time for its cessation never comes. Even
so-called ‘developed’ nations are scized of the problem of growth so that
the population may be maintained at an ever-rising level of living, In fact,
the terms ‘developed’, ‘undeveloped’ and ‘under developed’ are only relative
{erms.

In recent years, the term “marketable surpuls” has become a cateh-
word in the discussion of agricultural cconomics. The raising of agricul-
tural productivity for the creation of a sizeable volume of marketable sur-
plus is regarded as indispensable for rapid industrialisation and economic
development of under-developed economics where agriculture is the main in-
dustry. Thovgh it is a common opinion, it has hardly been processed.In simple
language, the term ‘markctable surplus’ connotes the meaning of differen-
tial surphus. 1t is the difference between the total volume of farm. Pro-
duction and the volume of retention maintained by agriculturists and
house-hold consumption, seeds, payments to the laboures in kind and
wastage undergotie in the process of storage. The agriculturist does not
sell the whole of the farm produce, rather a portion is retuined on the
farms for different purposes mentioned above. A certain quantity is also
wasicd on the farm and in transit. Therefore, the quantity which leaves
the farm after making allowances for the above uses and losses constitutes
the marketable surplus. Hence, “it represents the theorctical surplus avai-
lable for disposal with the producer, left after his genuine requirments of
family consumption, payment of wages in kind, seed and wastage have
been met.”? “Marketable surplus, thus interpreted.in the most simple words
is the difference between the total volume of the agricultural produce and
retention by the farmer’s family for differcnt uses.”® The farmers are both -
producers and consumers of foodgrains and, therefore, dispose of only
what is in excess of their requirments. '

Sometimes, the concepts of ‘marketable surplus” and “Marketed sur-
plus’ are both used to convey the same meaning.  But if examined scien-
tifically, we'mark a fundamenta] difference between them. The former is
a broader concept whercas the latter is a narrow one. “Marketed surplus’
represents that portion of “marketable surplus” which is actully marketed
and is placed at the disposal of non-farm producers. What this explains
is that the total volume of ‘marketable surplus’ does not move to the urban
area for the use of non-farm producers, rather a portion of it. Marketable
surplus js thus ‘gross surplus” whereas the marketed -syrplus represents a
‘net surplus.” - All thai is marketed by farmers-the gross marketed surplus-
does not obviously enter urban areas. A portion of what is, dispoced
of after harvest season may be bought by the farmers at later stages
for their own consumption or seed requirments. A part of the surplus may
be consumed by the non-agriculfural rural population. When these are
deducted from the ‘gross marketed swrplus,” the remainder may be called
the ‘et marketed surplus.” The residual net balance of the marketable
surplus is made available for the consumption to the urban population
(or for export, beyond the level of sclf-sufficicncy). What is, therefore,

3. The Journsl of Agricultural Eccuumi_cs {January-March, 1961, Page—26. -
4. Indian Econcemy, G, €. Jangir, Page—232. )
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important for all practical purposes’ is. the ‘marketed surplus” as against
the “marketable surplus,”. But for raising the volume of ‘marketed surplus”
in an economy, increase in the size of the marketable surplus becomes
essential and in turn it requires augmentation of the total volume of
farm-production. “Fifst is the basic question of continuing growth in the
out-put of agricultural commoditics, in order to generate an increasing
proportion of absolute surplus, over and above the productive and per-
sonal consumption of the producers. This we might call the problem of
generation of potential surplus. The other is the question of the conver-
sion of this potential into actual marketed transaction, that is its movement
from the producing point to the consumers in the villages and cities,”®

Both the marketable surplus and ‘marketed surplus’ will be equal only
under ideal conditionis: _ -

In the paragraph above, concepts of ‘marketable surplus’ marketed
surplus’ and “potential surplus’ have been examined with a brief reference
to their significant roles in the field of economic development. As the
concept of marketable surplus is mathematical in character, its calculation
becomes a complex problem. So far use of two approaches has been made
for-defining and calculating, ‘marketable surplus’ of the varions Indian
crops. They are as follows :—

The subjective approach, which has been adopted by the Directorate
of Marketing and Inspection, Govt. of India leads first to the determina-
tion of farmers’ retention of seeds, wages, personal consumption etc. and
rest of the produce is taken as average marketable surplus of the crop. It
is usually expressed in terms of the percentage of total production. In
short, total production—(minius) farmer's retention comes to marketable
surplus. For simplicity, if we can express the total production as P and
farmers’ retention by R then we get M. S. (Marketable surplus) as P-R=
M. S. It is a short of subjective guess work rather than a result of arith-
metical calculations of the actual quantity of the produce sold in the
market. The figurs arrived at according to this approach, after a careful,
detailed and micro-stndy of the farmers’ retention based on case-study
method, can yield reasonably satisfactory figures at least in the case of cash
crops where the percentage of the crops retained by the farmers is very
insignificant.  But the result arrived at under this approach for the commo-
dities in which former’s retention constitutes a sig nt portion of the
total produce, such as in the case of food crops like. wheat, rice, jowar and
gram, may not be satisfactory. -

Another approach for calculating marketable surplus -of agriculture
crops is known as the objective approach, Here an attempt is made to cal-
culate the actual quantity of the produce entering into the markets.  This
approach has been developed by the panel of Exports appointed on the
recopumendations of the Price Variation Enquiry Committee, 1956. Market-
able surplus as defined by the Panel of Experts, is .to comprise only the
“arrivals,” direct from the producing areas, out of the new crop. Itis

b. . Problecrgs of marketable Surplns in Indian Agrieulture, 5. Naqvi, (1. J. A.E.)
' Page-..67. E
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only these arrivals which can be correlated with the production of new
crops to arrive at the proportion of marketable surplus out of the year's
Crop. :

Though this approach is based on arithmetical calculation, yet it
suffers from several limitations. The magnitude of such limitations.imay
be so immense at times that it may be difficult to calculate the probable
margin of error as well. These limitations may be summarised as follows (—

The production season of each crop differs from one region to the
other; therefore, it is very difficult to atrive at a common production year
for the country as whole. ’

The sccond difficulty is that of demarcating the arrivals of the old
crop from the new ones. ‘

In a secondary market, the product is bought from the farmers and
assembling mandis, the latter being already recorded at the point of their
first-arrival. G, ¥

As a result of imposition of Sales Tax on the sale of the agricultural
commodities, there is a tendency among certain traders to collect the pro-
duce from fthe farmers and store the same in villages near the road from
where it is dispatched direct to the consuming centres with a view to evading
sales tax and even market charges in some cases. Such market arrivals are
omitted altogether from the calculations. el

In certain regulated mandis, particularly those of market committees,
which are weak and inefficient, the traders usually try to report under-
estimated figures to the market committees regarding market arrivals at
their shops with a view to evading part of the market fee.

The collectetion of the statistical data relating to marketable surplus
in the unregulated mandies is a result of merely the guess work of the
reporting agent who is somelimes hardly caPabla of mmaking reliable
estimates of the same. He may not even try to verify the figures by going
into the market,

The market arrivals are sometimes influenced by the State policies as
well. During recent years (1965-66 and 1966-67) there as a trend in cer-
tain areas, particularly foodgrains growing areas, to-dispose of the produce
in the villages rather than to bring them to local mandis. This is due to the
declaration of the State Policy for monopoly purchase of foodgrains in the
district of §8aharsa and Purnea.

In view of thesc difficulties, it may appear better to depend more,
even in case of food crops, on the subjective Guess Method rather than
on objective Assessed Method based on arithmetical calculations.

Owing to various difficulties inhercat in the calculation of marketable
surplus, we do not get exact estimates of the same, specially of food-grains.
Really, what is trie with the country as a whole is also true with our State.
We must admit that there is no precise or upto-date estimate of either
gross or net marketable surplus covering the entire agricultural crops.
Haphazard attempts have been made to calculate the marketable surpius
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culteral sector: ; Secondly, it would ¢ontribute 10 an improvement of the
standard of living in the agricultural sector by making available to it the
industrial consumer-goods: and . thigdly, it would contribute to capital-
formation in the agriculturai sector by fetching to it the requisites of agri-
cultural production, : : . o

In the different stages of econcmic development, an .underdeveloped
economy has to face many big difficulties. Amongst them, availability of
idternational Jiquidity for financing imiports poses a_great hurdle. If the
country happens to be an agricultural oig,-t can solve this problem to a
great extent by creating marketable suwrplus in agriculture. Exports gf
farm products may be pushed up for obtaining foreign exchange. “Agri-
cultural exports play a vital role in the economic development of an under-
developed country by enabling it to earn international liquidity for the
import of capital equjpment, strategic raw material, technical know-how
and a number of interediary goods. etc.”” If these developments are
financed by loans and foreign assistance, it merely postpones the necessity
for exports but does not solve this problem. As ‘a matter of fact, it will
require a greater volume of exportable surplus in future for meeting the
debt charges and to pay for the normal volume of imports. Hengce, the
capacity of import will depend to a great extent on the capacity to ex-
port. . The maxim is ‘‘Export pays for Imports.”  Apart from iis role in
mport financing “the export sector plays by itself a powerful level of
economic development because of its “spread” and “linkage’” eifect.”'®

This. analysis assumes a particular importance in view of the recent
devaluation of the rupee resorted to with a view to imporving the rate of
exchange in order of push up the exports and thus earn more foreign
exchange which is crucial for the ecomomic development of our nation.
For achieving the targets of agricultural exports as edvisaged in the Draft
outline of the Fourth Five-Year Plan, marketable surplus- of the commi-
ties like jute, lea and tobacco must be augmented. 1t may be, mentioned
that the principal increase in exports envisaged during the Fourth Five-
Year Plan period are mainly in respect of agricultural commodities like
tea, jute manufactures, fruits and vegetable (including cashew kernels)
vegetable oils ( non-essential ), oil cakes, fish, tobacco (unmanufactured)
and cotton fabrics, etc.””® - North Bihar is very famous for fruits like
mangoes and lichi.  These two commodities are exported in huge gquan-
tities ffom: the different stations of Muzaffarpur, ‘Darbhanga and Cham-
puran districts to many- distant places of our country. If these may be
exported -under refrigerator, it can carn foreign exchange. Purnea district
is noted for jute manufactures, the marketable surplus of jute must. be
increased, The whole discussion indicates that for rapid industrialisation
and economic development, a predominantly agricultural country must .
plan to strengthen the position of exportable surplus in agricultural sector
by expanding the marketable'surplus. If the country fails to raise the

..a s ) . L . i .

7, Ibid: Page =—18 « [/ . . oo :
g -Indian‘ Agrieulturel. Eiports And -Economic Development, Economic Review
«(A;1.C.C.)Veol: 18, No, - 12, Page—15 . A . RS
9.~ Tourth Five Yetr Plaf—A Draft.outline, . Page—0%
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level of marketable surplus in subsistence sector, the nation is bound to
lag behind in the race of progress and prosperity. The magnitude of
export surplus, in the absence of foreign aid, initially and almost directly
regulates the rate of growth of industries, though subsequently, as the
other scotors develop export-capaciyy, the strain on the primary sector is
correspondingly reduced. For transformation of an unbalanced and low-
income economy into a more balanced and higher-income stale, indugtriali-
sation 1s inevitable. The necessary capital equipment for industrialisation
in under devcloped economy is ex-hypothesis unobtainable internally, and
thus it has to be imported from abroad. Since the country in question is
primary agricultural one, no other sector of the economy except agricutu-
ral 1s ikely to have any capacity to export. Nuturally, agricultural cxports
must go up to linance the growing imports of capital equipment necessary
for rapid and balanced development, How crucial has been the role of
this marketable surplus in cconomic development may be illustrated by the
past experiences af prédominantly agricultural countries like the U.S.S.R.,
China, Japan and Poland which have seen rapid ¢conomic growth.

The period between 1922-23 and 1927-28 in the cconomic history of
the U. 8. 8. R. is known as the *“Scissors-Crisis” which occurcd as a con-
sequence of rapid decline in the volume of marketable surplus in agricul-
tural scctor. This created the problem for feeding the urban population
and providing raw materials for industry and expanding foreign trade.
This sudden fzll in the volume of surplus in agriculture restricted the impo-
rts of capital goods for industrialisation, No doubl, agrarian reforms in-
traduced in the U. S. S. R. just after the War Communism, had influenced
the agricultural production but the marketed surplus remained well below
the pre-war level, While in the pre-war days, the marketable surplus co-
vered about 30 pereent of the totul agricultural production, it canie down
to less than 25 percent of the total production in 1923. The fall in the
prices of agricultural commodities along with a marked fall in the volume

_of marketable surplus and on the other hund the steep rise in the prices
of industrial goods burst out into an economic crisis—the *“Scissors Crisis™
of 1823.  The shortage of consumer goods and the unfavourable price rela-
tionship between agriculturel and manufactured poods also reduced the
farmers’ incentive to part with their surplus crops. Sovict Planners and
ceonomists took measures immediately for solving this crisis by raising the
prices of the agricujtural commodities on the one hand and reducing the
price of the industrial goods on the other, The decling in the marketed
surplus was tending to be a serious drag on the indusirialisation which
Soviet Russia had sct her course. With narrowing down of the spread
between agricultural and industrial prices, the Soviet Planners switched
over to the organisation of large scale State Farms and then they toek up
the programme of callectivisation of agriculture. .

As a consequence of the various measures, the marketable surplus of
agricultural commodities considerably increased. In case of foodgrains,
it went up by two and half times in 1938 as compared in 1928. The rapid
growth of marketatle surplus in agricultural sector of the Soviet economy
paved the way for guick industrialisation and economic development.
The food shortage as well as the problem of feeding machines and factories
was thus over-come. By substantially increasing the marketable sucrplus
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of agricultural produce, they created the food and raw materials base for
rapid industrialisation. The collective farmers played a decisive role in this
process,”*

Similarly the economic history of Japan'' (1880-1920) reveals the
significant role of agricultural marketable surplus in her economic develop-
ment. Adoption of machanised and intensive farming with increased use
of chemical fertilisers and improved techniques resulted in considerable
expansion of agricultural out-put which even out-stripped the population
growth. Prior to this, Japan had been experiencing the problem of food
shortage. But the rapid rise in the farm out-put with a heavy dose of in-
put averted this situation and protected the drain of foreign exchange which
was required to finance the food imports from India. TIn order to expand
the flow of marketable surplus as a consequence of increase in the total
agricultural production, Japanese Government introduced the payment of
land revenue in agricultural commedities. As adequate quantity of market-
able surplus from agricultural sector was not coming forth, Japan had to
take recourse to this unique system of land revenue.

Japan thus solved the problem of marketable surplus by the State’s
appropriation through heavy land taxes. It may be said that land taxalion
played in Japan the same role as compulsory grain collection from collec-
tive farms played in Soviet Russia; both constituted the means by which
the agricultural surplus was diverted for industrial development.

Let us now examine the case of People’s Republic of China where
creation and mobilisation of marketable surplus has influaenced the path of
industrialisation and economic development to a great extent. The intro-
duction of revolutionary_Jand reforms and organisation of collective farms
covering niearly 91.7% of the rural households have not only resulted in a
substantial increase in agricultural production but have alse made possible
for the State to transfer to the Government, a considerable share of agri-
cultural out-put. In China. the State is now the sole buyer- of all impor-
tant agricultural commodities with co-operative marketing societies acting
as the agent of the Government. Besides monapoly purchase of food-
grains and other important agricultural commodities, agricultural tax is
also collected in kind. The agricultural tax accounts for about 10 percent
of the total revenue. About 93 percent of the collection of the agri-
cultural tax is made in kind and the remaining in cash.

Thus through the organisation of agrarian cooperatives, collection of
agricultural tax in kind and provision of liberal credit facilities for
production purposes, China has sought to increase the flow of marketable
surplus for urban consumption and industrial development, The Indian
Delegation which visited China in 1957 to study agricultural planning and
techniques have ponted out that the increasing requirments of urban
consumption arising from the accelerated tempo of industrial develop-

L —— e .
10, Studies in Agricultural Economies, Vol. TTT-Isued by vhe Economis and Stati-
stical Adviser, Mimistry of Food and Agriculture, India. Page-30.

11. For Further details see (a) Journal of Political Beonomy, Dee, 1951

(b} The Economie Development of Japan, W. W. Lookwood, Page......300-1
(e} A short Economic History of Japan, G, C. Allen, Page;...106
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ment and the need for export of agricultural produce kave been impor-
tant factors which hastened the transition from. a controlled market
economy fo the unified system of purchase and sale of foodgrains which
have been developed since 1953.

How marketable surplus can play a limiting factorin_the processof
cconomic development is also illustrated by the  experiences. of  past-war
(World war T1) period of the economic history of Poland. ‘The sweeping
land reforms inangurated in the year 1944 and completed in 1949 brought
about. a revolutionary transformation in the agrarian economy of Poland.
~Availibility of adequate credit facilities and .organisation of collective farms
with heavy investment resulted in the tremendous rise in agricuitural out-
put and thus the volume of marketable surplus increased in Poland.

The comparative examination and analytical review of the process of
economic development and industrialisation of the different countries
clearly highlights in the first place the importance of increasing agricultural
productivity as a basis for rapid industrialisation and secondly the impor-
tance and the flow of marketed supply to sustain and quicken the tempo
of development. Increase in productivity has been brought abiout by the
organisation of collective farms and by heavy in-put of capital in the
Soviet agriculture, by intensive farming with improved techniques on small
farms in Japan and by organisation of co-operative farming ih China.
Measures to angment marketed surplus have also differed from country to
to country depending upon the nature of econofilic and social -set-up of
the country. Comrmunist countries like the U. S. 8. R,, China and Poland
have relied on. the compulsory grain levies as a measurg to mobilise ‘the
marketable surplus while Japan relied on heavy land taxes. But Colle-
ction of agricultuzal taxes in kind has been also been a means of genera-
ting the marketable surplus in China. ' L

Againsi this background, we may now conclude that our State
stands in great need for expanding the level of marketable surplus in order
to bridge the gap of food deficit and to meet the growing demand of urban
population. ’ o

The crucial role of marketable surplus in the ficld of economic deve-
lopment of the countries like ours clearly indicates that’ there would be a
greater demand for marketable surplus in order to pave the way for rapid
industrialisation and.meet the growing necds of food grains and raw - mate-
rials in the economy. Attempts must be made to safeguard the economy
from being caught in the inflationary spiral resulting frem an imbalance
between the actual flow and demand for marketable surplus in a - growing
economy.” With the increasing tempo of industrialisation and. urbanisa-
tion, common in developing economy, the pace of flow of marketable
surplus has to be stepped-up.”'* But before examining the measures for
augmenting the flow of marketable surplus, we must make - ourselves - fully
acquainted with those variable factors which may exert their influence on
the demand for marketable surplus in future. Briefly discussed, these
factors are the following .— -

12. Ibid- Page—232,
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Food is.the first requisite of human beings. As a result of growth
of population in an cconomy, there will be pressure on the supply of food
grains for the teeming millions, “Assuming that no changes occure in
taste and income distribution, demand for food will be 2 function of
population. This function can be further broken dowa inio two parts;
natural growth of population and ocupational shifts of population.”® Ta
Bihar, changes have taken place in both thesc directions and so increased,
demand for more marketable surplus is quite natural. As 4 result of the
vast explosion in our population, there will be a grater demand for more.
food in rural as well as urban arcas and thus there will be a marked pre-.
ssure on the future demand for marketable surplus.

The second determinant of the flow of marketable surplus is the rise
in the level of income. The income elasticity of the demand for food is.
relatively low for middle class familics : that is as income increases, the
demand for food rises, much less than proportionately. But for the poor
class, the income elasticity of the demand for food is relatively high as
the greater proportion in the rise of income is spent on the food and Jless
is.spent on other items of family budgets of this section. But it is an
established truth that the rise in income results in the' rise of consumption
but less than proportionately. Failure of consumption o rise proportion-
ally with a rise in income is a familiar economic relationship. Indeed,
it is upon this relationship that much of siress has been laid by Keynes'
analysis and his theory. Keyne's statement of the principle is that “men are.
disposed; as a rule and on the average, to increase their consumption as
their income increases, but.not by as much as the increase in their in-
come”’™ This has been particulary underlined by the Food Grains En- .
quiry Committee (1957) in the following words: T

“The relevance of the consideration of changes in the per capita
national income lies in the fact that all available data relating to the con-
sumer expenditure, both past and more recent, show considerable income
elasticitics of demand for food-grains throughout the existing ramge of
consumers income.. This mecans that with higher incomec to spend, the
consumers tend to spend a high proportion of the increased income on
food-grains.”' This has also -been confirmed by the National Sample
Survey that with rise in levels of income per capita consumption of food-
grains has imcreased to a marked exent in the lower income groups while.
it has emained fairly stable in middle income group.”'®* In Bihar two-
thirds of the State population are half-fed and so an increase in the per
capita income is bound to push up the demand for food-grains for which
economy will require a greater volume of marketable surplus in the future.
Any imbalance in the demand for and supply of thc marketable surplus
is sure to affect the prices of food-grains. If the marketable surplus is
not. augmented, the prices of food-grains will result in inflationary trend
in the economy. : :

1%, Agriculture nnd Industrialization : Pei-Eing-Chienge Page-24.

14, General Theory of Employment, Interest and Money: Keynas. J. M, Page—96.
15. Food-Grains Enquiry Committee, Govt. of Tudis, 1957. Page—53

16, Quoted in “Agrinultural Mmk%ijﬂg in Indiz.” B. B, Mukherjez, 1980, _Page—b‘
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A shift in the cosumption pattern of the people is bound to be refle-
cted in pushing up demands for those comedities in favour of which this
shift take place. A rise in the marginal propensity to consume a2s a
consequence of the change in the level of income exerts influence’dfi
the consumption pattern of the people. In recemt vears, this change ‘in
consumption pattern has taken place in two dircctions viz. (i) Quantitative
and (i) Qualitative. Quantitatively, the demand for more quantitics of
the same farm product has gone up in the low-income groups and qualita-
tively, the consumption has shifted from coarse grains to superior quality
of goodgrains. “The system of rationing has converted many who formerly
used to live on coarse grains to cating rice and wheat, people who used to
live on roots like fapioca or sweet potatoes are now transferring their
demand to millets or coarse rice and people who used to take millets for--
merely are now gradually shifting over to ricc and wheat.”"" It is but
quite natural that the introduction of partial rationig in towns and villages
will surcly change the consumption-pattern of the people and thus there
will be a greater demand for marketable surplus in the future.

Quick tempo of industrialisation and opening up of new avenues of
employment in cities and towns have attracted the migration of people
from rural areas to urban arcas. The pace of tendency of urbanisation
has heen facilited with the development of transpert and communication,
The setting up of new indusiries in North Bihar like Barauni Qil Refinery
Company Ltd., The Thakur Paper Mill, Samastipur acd the The Ashoka
Paper Mill, Darbhanga have attracted more labour force from their neigh-
bouring areas resulting in urbanisation of thesc towns in a rapid way.
Apart from this, the ex-zamindars attracted by the various facilitics of
town life have tended to setile in towns. The combined effect on the rise
of the percentage of the urban population has gone up in the recent years.

The following tables will clearly show us the tendency towards’
urbanisation —

TABLT NO. 3.2

Distribution of Rural and Urban porulation in the District of
Darbhanga. -

Census vear.  Total population. Population Porcenlage
Urban  Rural. Urban. Rural.
1921 2,913,529 52,599 2,820,930 3.6 96.4
1931 2,166,004 104,823 3,051,271 37 96.3
1941 3,457,070 122,259 3,334,811 3.6 96.4
1951 3,769,534 160,091 3,600,443 4.2 95.8
1961 4,422,363 191,853 4,230,505 4.4 95.6

Source :—Bihar District Gazctteers (Darbhanga 1964) Page—38,

17. Ibid...I’age-39.
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TABLE NO. 3.3

The distribution of rural and Urban population of the district Saran.

Year. Total Lrban % of Urban Rural o4 of Rural
population. population. population. population. population.

1931 24,86,737 70,475 2.81 24,26,262 97.19

1941 28,60,537 84,171 2.90 27,176,366 97.10

1931 31,55,144  1,26,138 4.00 30,28,986 96.00

TABLE NO. 3.4

The growth of population in some of the important towns of North
Bihar since 1931.

Name of towns

Year - : S S —
: Muzallarpur. Darbhanga. - Madhubani. - Katihar.
1921 32,753 53,700 16,582 15,533
1931 43,049~ 60,676 18,789 15,864
1941 54,139 69,203 20,272 26,326
1951 73,594 84,816 23,283 42,365
. a9.419

1961 ' ©1,19,789 1,03,106 28,557

Source —District Gazetteers of Saran, Muzaffarpur and Darbhanga
Districts. _ .

A plance at these tables clearly indicates that with the growlh ol
population, the percentage of urban population has gone up steadily and
so the there is a tendency towards uwrbanisation.  As a result of thig
urbanisation, the demand for superior food grains like rice and wheat will
go up. Naturally, there will be a high pressure on the marketable surplus

- in the fulure.

Rapid growth of industrialisation has an important bearing on the
fulure demand for more marketable surplus. In all the plans, emphasis
_has been laid on the significant role of industrialisation for cconomic
. development of our Statc economy. Though North Bihar does not possess

great potentialities for industrialisation in comparison to South Bihar and
" the platean of Chotanagpur, yet this part of owr Statc presents great
_ environment for the development of agro-industries. In the field of Sugar
indostries, this part has an important place in our country. Paper indus-
tries have a good future in North Bihar. As new industries will grow up,
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the demand for good grains and raw materials will also increase. Concen-
tration of labour from neighbouring and adjoining villages will naturally
push up the demand for food. This future rise in the volume. of snppl{
will have to be met by increasing the size of marketable surplus. = *Thus
the farmers would have to be induced to part with a larger amount »of-
marketable surplus to feed the non-farm and urban populatlon.- =
) In the foregoing paras, we have examined the main factors influenc-
ing the size of marketavle surplus for an economy. Bihar being a deficit
State in the field of food-grains, steps must be faken to raise the total
production of agricultural commodities so that the flow of marketable sur-
plus may be strengthened in the future. Now, we propose to examine in
the Jilextlsfew pages the measures for augmenting the volume of marketable
surplus.

Having examined the role of marketable surplus in a developing eco-
nomy and the different factors influencing its volume, we must now devote
ourselves to the study of ways and means for augmenting and mobilising
the marketable surplus in order to create exportable surplus in our agri-
cultural sector, We have marked that it is not the total agricultural pro-
duclion rather it is the creation of marketable surplus which is more impor-
tant in underdeveloped economies like ours, Naturally, the analysis of
the techniques for expending and mobilising the volume of marketabje
surplus can not be-neglected in our discussion.” The pace and flow of
marketable surplus will play a very important role in the next few years .
for two basic reasons (i) increase in the couniry’s population; (i) expan-
ding food needs of the urban areas as the tempo of development and
urbanisation-increases. The rate of the growth of industrial sector and
of non-agricultural employment depends, to a great extent, on the success
with which we are able to transfer the increascd production of food and
raw materials to the urban-industrial-sector. If the quantity of food
required to sustain a given increase in the industrial employment is not
forthcoming either industrial development will be slowed down or inflation-
ary pressures will develop in the country. “Hence mobilisation of agri-
cultural surplus is ultimately a part of the problem of augmenting the
investible surplus or savings in the economy.”*

In course of discussing the various measures in 'the field under re-
view, we must bear in mind the creation of marketable surplus poses no
great problems in the case of commercial crops. But some times, the
creation of marketable surplus even in commercial crops like sugarcane
and jute has cieated problems for industries depending upon the flow of
these commodities. But it is not the fall in the marketable surplus, rather
it is the shrinkage in the total production that has been responsible for
such a malady. Any how, it Temains a fact that a high dose of incentive
can produce a far healthy effect on the behaviour of agriculturist for ex-
panding the volume of marketable surplus in cash-crops like sugarcane,
jute, tobacco, chillie, oil seeds and pulses. The reason that these commio-
dities are mainly produced for meetting cash-needs and purchasing non-

T18. Btudies in Agricultural Beonomics Vol. IIT-Page:33.
18. Probilem of Marketable Surplus in Indian Agriculture B, Xot Rajan (I, J. A. E.}
Page—182 _



farm products from the sale of these commodities. Domestic consump-
tion and house-hold retention in cases of commercial crops 1s very
negligible. .

The picture regarding the percentage of -marketable surplus in case
of food grains seems to be guite different as the consumption demands of
the agriculiural food producers are relatively great. Since population is
increasing and the majority of the farmers arc at a near subsistence level,
an increase in the put-out of food grains tends to be obsorked by in-
creased consumption. As Lhe rate of growth in non-agricultural employ-
ment will depend to a large extent on the magnitude of transler of food to
the urban sector, means have to be devised to transfor a part of increased
production of food gruins, if this is not brought aboul by the automatic
working of thc market forces. “Thus to sustain an increasing tempo of
development of the economy, it is essential that the magnitude as well as
ihe flow of marketable surplus should be increased. This means that side
by side with measures directed to raising agricultural productivity, steps
have to bo laken fo ensure & larger flow of marketed surplus out of the
increased productivity.”# '

. Measures for expanding and mobilising the marketable surplus may
fall under tow categories, viz. { i) Industrial changes and ( ii } "Technical
changes. Here, we have introduced the word “changes” in place of
techniques in order to demonstrate that it is the technical as well as insti-
tutional changes in the present structure of agricultural economy that can
prove to be of great help in raising the volume of marketable surplus,
Though these two changes are predomindnt in our economy conscquently,
we now propose to proceed on with the measures relating to institutional
changes. As slated above, marketable surplus of food grains is the excess
of production over the family requirements. The requirements here should
be considered in a broad scnse, so as to include not only the guantitics
needed for consumption of the fumily, but also thuse needed to pay to the
labour and other services in kind and also needed for stocking feeding
and sced purposes.  Obviously, the marketable surplus can be increased
either by discauraging the retention of the produce by the farmer for one
purpose of the other or by encouraging the production. Let us see how
far we can reduce the proportion ef retention. :

While developing the concept of marketable surplus, we have noted
that it is a residual balance over and above the domestic requirments of
the total production. Therefore, our first attack should be on decreasing
the percentage of the farmers’ retention kept for different purposes. So
far as this sort of retention is concerned, the most important purpose is
household consumption followed by the payment in kind, utilisation for
seedt and stock feeding. With progressive monetisation of economy, the
““practice to pay in kind is on the verge of decline. But reccent abnormal
_ rise in the prices of foodgrains has vnce more attracted the agriculoural-
labours to demand their wages in kind. On personal investigation. I
found that at present nearly cent percent of the rwal labourers demand
the payment of their daily wages in kind. This tendency of labourers

2, :(gricultuml Sitnation in India, August; 1958, Page—156
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workidg in rural arca clearly indicates that there is a little scope for redu-
cing the perccntage of reserves to be used [or the payment of wages in
kind. Since the emphasis in our Fourth Blan is on achieving targets of
agricultural production mainiy through higher vields rather than extension
of cultivation, the requirmonts of seed will also not go down significantly. "
On the other hand, in view of the stress being laid on live stock and poul-
try devclopmenl, it seems certain that a higher percentage of food grains
production like Jwar, Bazara, Millet and Khesari would Lave Lo be Te-
tained for stock feeding. Thus the only way left to the farmer’s retention
is to discourage houschold consumption. Is it possible to cut the propo:-
tion of the grains retained by the agriculturist for household consump-
tion ?  Cun we tighten our belt more for releasing foodgrains for urban
population 7 Obviously not. It will certainly be against the principle
of equity to expect the smull producers to tighten thoir belt further. It
may encroach upon the subsistence living of small producers and may
cven impair their health and cfficicncy. -

tis a well-known fact that in developing economy like ours the
the marginal propensity to consume is high. The income elasticity of
demand for foodgrains is also very high-much higher than in developed
counlrics, Thus with an increase in lovol of incomes consequent on “the
exceution of development projocts, many of the farmers being small prod-
ucers would tend ta consume more of their farm _produce or switch on to
the consumption of superior cereals. Naturally, this would result in the
the reduction of the marketable surplus. It is. therefore, obvious that
left 1o the forces of market, the retention of goodgrains by the farmers
for house-hold consumption would increase at least in the initial stage
of economic development. Thuys, the only alternative is to revoluiionise
the outlack of the farmers who are oriented 1owards family mnedds rather
than the market denand. In subsistence sector, the farmer’s main objective
behind this furm production is not to move his produce to the market,
rather Lo preserve it for domestic consumption. Our farmers being deprived
of these rupees lack in the consciousncss of business intiative. “In casc,
the markctablc surplus of food grains is lo be augmentsd, it is necessary
to make the farmer more murket-conscious so that his requirements of
nonfarm products which are now very limited show a progressive increass.®!
One way to stimulate the flow of mzzkeluble surplus, is to encourage
sale of articles of consumption like clpth and kerosene oil etc. on payment
(in kind ) basis in rural areas. The adoption of hirc-purckase system
will also stimulate demand for such articles as bicycle, radios and cosmetic
gaods. Here the consumers’ cooperatives can play a vital role in mobilising
the marketable surplus. All the articles of -daily use (non-farm products)
may be supplied by these co-operatives and the farmers may be cncouraged
to pay thewr prices in kind. This would naturally push the flow of marke-
table surplus. :

Apart from the articles of consumption for which payments are
made, there are a pumber af pre-requisites of production such as fertilise-
crs, improved seeds, insecticides, cement, ctc., which can be purchased
mainly in market; Again, according to the criterion laid above, the

T21 Ibid  Puge 76
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marketable surplus would increase only if the prerequisites of production
are made available at zclatively high prices. But in acival practice, this
may “act as disincentive in the way of adoption of improved mcthods of
cultivation, it is therefore, very necessary to make thesc items of requir-
ements available (in kind) on loan basis and also on subsidiced in case
.there is not much demand for them. Here the service co-operatives can
transact this sort of credil business. The capital-equipments of farm may
be made available to the member-agriculturists on credit basis and they
may be induced {o execule a bond for paying off their dues in kind.
Resides this, the agriculturists may be pursueded to pay the share, maoney
of the village co-operatives party in cash and party in kind. Though these
institutional changes may not be successful in discuraging the domestic
consumption and thus reducing the farmers’ retention yet they muay push
up the level of marketable surplus making it available for the consumption
of urban population. :

Extention and growth of menctisation in rural ecomomy can
stimulate greater flow of marketable surplus. In rural sector, most of
the village sales {ransacted by women folk in shape of “Bencha’ is an
example of monetised marketing. In true sense, itis a soft of barier
economy. Most of the consumption-needs of -village economy is in
kind. At present 45 percent of other total consumption in the rural secror
" is non-cash. In the words, barter sales are frequent in someé areas even
at the present day. “Tharus” living in the Northern side of champaran
district, generally represent {ke character of . barter economy
where the percentage of non-monetised marketing is high. Similar picture
can be seen amongst +the Adivashi living in the Chotanagpur Division
of the State. Rapid development of educational facilities and means
of transport can encourage the tendency of monetisation in such rural
areas and with a progressive monetisation of economy it can be expected
that the farmer will tend to part with a larger and larger amount of his
produce for fneeting his cash-needs. It should not be forgotten that
progressive monetisation of the economy is only a long-term process
which tekes place very gradevally. But it remains a fact that the
growth of monetised marketing will no doubt have a favourable effect on
marketable surplus.  As this ipstitutional change in our socio-econcmic
structure can bear fruit in the long run, other measures for expanding
and mobilising marketable surplus will have to be taken.

Expert of Agricultural Economics bave some times discussed the
payment of land revenuc, irrigational fess and agriculiural income tzx in
commodities as a measure to give a fillip lo the fow of marketable surplus.
The rise in the prices of agricultural commodities specially after the
Second World War has improved the retentive capacity ¢f the cultivator.
The land revenue of our country has remained virtually siatic for the entire

““period of the Second War and post-war years till 1949-50. In Rihar, the
land-revenue has been revised only after Famindari Aboliticn in 1950-51.
What this analysis indicates is that the “cash needs of the cultivator are
never very long large and most of them, such as for rent and land revenue,
have remained unchanged aver a long period” .22 With agricultural prices

P22 Report on Market Arrivals of Food grains, Session 1958-39. (Directorate of
Teonomies and Statistics, Minislry of Food and Agsienlture, Govi. of India,
1859) Page—22, . ' -
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standing several times above the pre-war levels, the real burden of the tax
demands in fixed monetary terms has become much lighter. This prima
facie warrants assumption of large stock with growers who can now meet
their tax liabilities by parting with smaller physical quantities of farm out-
put. A study of the price changes of agricultural commodities and of
consumer goods of industrial origin leads generally to the conclusion that
terms of the trade of agriculture have improved over the last two decades.
The relative improvment in the bargaining capacity of the ‘agriculrists as
a consequence of the reforms made in the field of Agriculturc marketing
have enhanced the hoarding capacity of the cultivators, All this has re- .
sulted in the shrinkage of the marketable surplus. Therefore, one way to
mobilise the surplus in agricultural sector may be the collection of land-
revenue and irrigational charges in shape of agricultural products. This
suggestion may be suported by the experiences of the Russian and Japanese
economies. '

An experiment on this line may be made in the selected panchayts
of the package Programme Areas of the State. Co-operative societies of the
concerned Panchayts may be entrusted with the collection of the land
revenue of the area in collabcration with Panchayats afd the collecting
institutions may be given a good margin of commission i e. a slightly
higher margin of the commission than what is being given to the Pancha-
yats for the collection of land revenue at present in-our State. This may
encourage the co-operatives to take up this new business with a great zeal,
Though this suggetion sounds well, still there are certain inherent difficul-
ties in introducing this scheme even on experimental basis. Since most
of the payments will be small and will be in driblets, the cost of collection
will be inordinately high, This means that collection of land revenue and
irrigation charges in kind as a means of increasing the marketable surplus
is not justified on the principle of economy.

If this measure cannot be put into practice owing o rcasens more
than one, as an alternative, we can resort to. the measure directed to the
collection of the prices of fertilisers and seeds in the ferm of gains, Here
again the difficulties of collection from a large number of small producers
have to be taken into account and unless ihe entire distribution of the
fertiliser is not made through a single agency in the -village, the difficulty
of collection is bound to persist in one way or the other. Moreover, in
our State the co-operatives are not well-developed to take up this business.
When the village co-operatives have failed to supply the fertilisers to the
agriculturists and act as an agent for the distribution of fertilisers in their
respective areas, we cannot hope much from co-operatives in this field.

Experiences in the other States like U. P., Maharashtra, Madras and*:
Pupjab have shown that the gradual development of regulated markets -
have encouraged the quantum of the arrivals of food grains in such mar-
kets. Regulated markets promote fair market practices and save the cul-
tivator-sellers from the arbitrary deductions and other malpractices, Thus
well organised system of regulated markets of important mandis can easily
serve two important services i. e, firstly, it can reduce the proportion of
the market charges and secondly, it can tone up the flow of arrivals in the
markets. Therefore, regulated markets should be organised on a suund
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lite covcr‘iﬂg the l’mportant rnarketing centres of our State. Though a
start has been made in the regulatian of markets in our State, yet the pro-
gress in this field has been miserably poor. Except a few markets that

can be counted on fingers like the market of Kushunginj and Sasaram,
all regulated markets of our State are on paper.

A well-defined price policy coupled with income-support programme
may constitute a powerful instrument for facilitating a larger flow of mar-
ketable surplus. “One of the major uncertainties which afflicts farming
activity emerges from not the infrequent phenomenon of a sudden preci-
pitous fall in prices of agricultural commodities.”® The agriculturists
must be assured of minimum return of their produce as an inducement
to the flow of farm products in the market. To impart a certain measure
of stability to the market and induce the growers to dispose of a larger
amount of their marketable surplus, it is imparative that reasonable mini-
mum prices for principal food grains should be announced at the time of
harvest and the prices should be kept stable for over a period. Such pro-
gramme will act as an incentive to the agriculturists for marketing more
of his produce and so the volume of marketable surplus would increase.

Multiplicity of intermediaries in the marketing organisation also
restricts the flow of marketable surpls and hence their elimination is essen-
tial. It has been noted that what is marketed by the farmers does not
often reach the ultimate consumers because of the activities of intermedi-
aries. A more direct and-close relationship should be established between
the producers and the ultimate consumers. Improvement in our marketing
strucrure can solve this problem. What is surplus in agricultural sector
must be brought to the market for non-farm population. Agriculturists
can be pursueded to market his surplus produce with the improvement in
the existing marketing arrangements. No doubt, efforts have been made
to reorganise our agricultural marketing, but with no result, What is
ultimately needed is the establishment of co-operative marketing societies
of farmers which will establish direct link with consumer co-operatives in
urban areas. This will ensure a social control over the flow of surplus to
urban consumers, and at the same time it can climinate artificial scarcities
generated by anti-social elements. But alas ! the movement of co-0pe-
rative marketing has failed to a great extent in our State.

Reforms of the existing system of land tenure and consolidation of
heldings have a great impact on the farmers’ incentive for-more investment
in the land and this to raise the productivity of agriculture. One of the pri-
ncipal impediments to efficient cultivation in Bihar is that agricutural hol-
ding-gencrally consist of scattered fields lying at considerable distence from

ope other. Size of holdings of land has a close relationship with the
magnitude of marketable surplus.

The following table will clearly show this relationship. Tt may be
.noted that for increasing the volume of marketable surplus the size of the
holding of land between 50 acres to, 150 acres is desirable.

28, Report of the Agricultural Prices Commission for 1965-68, Page—1,
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TABLE NO. 3.5

Distribution of Marketed Surplus by Size-lavel of Holding,

81, Size of the Marketed surplus as percentage
Mo. farms in acres. of total production,

1. 1.25 and less. 5.8

2. 1.25 2.50 32.0

3 2.50 3.75 34.6

4. 3,75 5.00 15.1

5. 5.00 : 7.50 35.3

6. 7.50 10.00 a7.3
. 10.00 . 1500 342

8. 15.00 20.00 36.6

9. 20.00 25.00 26.8
D, 23.00 30.00 23.8
11, 30.00 40.00 262
12, 40.00 50.00 21.9
13. 50.00 10000 504
14, 100.00 150.00 53.6
15, 150,00 200.00 39.5

Source —A. M. Khushro; Rellection of Redistribution of Income, Wealt_lix
and Opportunities in India ; 1950-60. Enquiry No.—4.

The table suggest that consolidation of holdings coupled with
the introdution of cooperative farming can greatly help us to raise the
level of marketable surplus. “For one thing, the little surplus cmerging on
2 number of small farms, which may otherwisc be frittered away, are brou-
ght together to form a sizeable pool in the cooperative farm.” * But recent
investigation imto the working of the cooperative farming in Bihar has
shown that it has failed to achieve its objectives in total.

We have already exumined the institutional change that -can help
us in raising the marketable surplus in our State, But the originating
point of the agricultural surplus is the fotal production, Unless, total
production is augmented, we cannot expect greator flow of marketable
surplus. Thus the main problem of the creation and mobilisation of marke-
table surplus is the problem of raising our agricultural productivity lnstitu-
tional changes in the field of credit, marketing and land revenue will not only
affect the creation of marketable surplus raher they will bave a simultan~
vous effect on the productivity of the land. But the technical factors are
more important in raising the total praduction of agricultural sector,
Under this head, improved vatiety of seeds, more irrigational facilities, ade-
quate and timely supply of credit protection farm insects and use of chomi-
cal fertilisers may be mentioned. We do nol want to examine these faclors

24. : T, C. C. Boovomie Review (Vol. XT—1963) Page—25.
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in detail as most of them have been discussed in a separate Chapter and
remaining factors do not come under our reference,

Mobilisation and augmentation of marketable surplus in agricultural
sector has to play a significant role in the field of industrialisation and
economic development of an agrarian econemy. Social and economic
changes as a consequence of economic planning are expected to influence
the foture demand for more marketable surplus of food:grains and raw
materials. Failure to raise the level of agriculuiral productivity in response
to the growing needs of urban and rural population may result in the
-vicious vircle of inflationary spiral. This may act as a Lmiting factor in
the processs of cconomic development. Naturally, ways and means have
{o be devised to raisé the level of marketable surplus in subsistence sector.
Rut the real solution of the problem would lie in increasing actnal
production.

However, a mere increase in the volume of agricultural production
i not sufficient unless the surplus created in the agricultural sector is
mobilised efficiently and regularly. Thus the problem of increasing market-
‘able surplus requires double-barrel attack i. e. on the onc side, the total
volume of production in agricultural sector has to be raiscd with the help
‘of improved techniques of farming coupled with institutional changes in
our agricultural sector’ and on the other farmers have to be induced to
release greater portion of their surpluses for other sectors. An elficient
marketing may work as an incentive in both these directions.
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this institution. But now most of the major kaccha roads have been trans-
ferred to the P. W. D. and villages roads connecting the village with Pucca
or main roads have come under the control of Gram Panchayats. Lack of
adequate funds at the disposal of Gram Panchayats is one of the basic fac-
tors which has restricted the rural road development. ‘The state Govern-
“ment of Bihar has recently organised a separat department “Rural roads
Development “Department’” under the community Development Depart-
ment” of the State Government whose main objective is to develop the
village roads.  But it will take still some time to reach the objective laid
down by the Magpur Plan { 1943 ) that no village in an agricultural area
should remain more than 5 miles from the main road and that no village
in non-agricultural area should be more than 20 miles from the main

'

road. -

If the cast tract of north Bihar is illequipped with proper villages-
roads, the position of metalled roads is also every appalling and insignifi-
cant. It is only after Independence that some progress has been made in
the construction of Pucea roads in our State but still the percentage of the
total metalled road in North Bihar is far less than in South Bihar, There
are nearly 50,000 miles of roads in our State in which 82% consists of
local road and village-roads and rest 18% comparises of National Highw-
ays, State High ways and Major District Roads. But major portion metalled
roads falls in Sourth Bihar. Thus North Bihar is extremely poor in having
all weather roads. If Nature has favoured the northern side of the holy
Ganga with fertile land, it has also given some furious rivers. for plunging
the major portion in flood.during rainy season. Naturally, North Bihar is
in disadvantageous position in cnjoining the privilege of metalled roads.
There are natural di%culties in the constuction and maintainence of meta-
1led road in the Northern part of this State, specially in those _areas which
are frequented by heavy floods. “North Bihar presents difficulties in the
quick development of any road system. Coal,Stone, metal, steel and cement
have all to be transported with considerable difficulty and against a number
of bottleneck.” ® The entire region falling on the northern side of the river
Ganga constitutes a huge drainage basis for a large number of reviers and
streams originating from the Himalayan Range, some of which present a
horrible scene during the rainy season by rendering many villagers home-.
less. This has involved a huge expenditure in construction of many costly
drainage structure for a satisfactory system of communications. Flood be-
come so terrible on many occasions that railway lines have been washed
away on several occasions by the swift current thus dilocating the commu-
nicatiom. '

In the districts of Saharsa, Darbhanga and Purnea the construction
of metalled roads is particularly difficult owing to the unpredictable chara-
cter of the Kosi river,—“Sorrows of North Bihar.” The Kosi Project
works have tried to stabilise the flow and in its work a large number of
bridges have been constructed which havegfacilitated the construetion work
of metalled roads in North Bihar, but still its position in respect of meta-
1led roads in comprision to South Bihar is far from satisfactory.

8. Bihar, (Issus({_‘b; the Public Relations Dept.. Govt. of Bihar ), 1960-8]
?a-ge‘---lTZ .
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In the matter of surfaced roads, the positionis really disquicting.
Considering the fact that the factors for development of industries are so
favonrable in this State, the State should have been leading other States in |
the length of surfaced roads, but when the position is compared with_the
average figure of India, we find this State almost stare of the ladder. This
will be borne out from the following details. We may skip over. the small
percentage of Air transport in the State which is really of limited impor-
tance. So far the question of bringing agricultural produce to the market
concerned, Expect Mangoes and Lichis on other agricuitural commodity
reaches the market through this medium of transport. Thus there remains
(e} Roads ( b} Railways and (c) Water transport system for discussion.

Roads :—8¢ far, the roads are concerned even on the eve of third
Plan®. Thus, even at the end of the Third Five Year Plan, if implemented
as planned, the population-wise State average (roads mileage population)
18 still to remain below the average of 1956 figure for India as a whole. If
road mileage per million population and per thousand square miles is bro-
ken into North Bihar and South Bihar , the former will show a very poor
picture. It must be noted that North Bihar is mainly agricuitural in chara-
cter, the South Bihar particularly platean of Chotanagpur is the seat of
mineral resources and has got vast industrial-potentialities. But “if agri-
culture and industry are the back bones of the national organism, trans-
port and communication are its arteries.”’® .

TABLE NO. 1.5

4. Statement showing the Iength of surfaced: and road mileage to per
million population and per thousand sgr. miles, .

Y_ear. Length of surfaced Road mileage Road mileage

roads per millioh per ‘thousand
: population. sqr. miles.
India (1936) " 1,01,141 miles. 312 miles 104.0 miles.
India (1961) 1,44,000 miles 4435 miles 148  miles.
Bihar (1956) 4,756 miles. 122 miles. 70.7 miles.”
Bihar (1961) 5,330 miles. 163 miles. 94.5 miles.
Bihar (1966) 7,800 miles. 200 miles. ©166.0 miles.
( On the basis of the Plan )

P. W.D. 6,500 miles.
I 8. G 1,300 miles.

With the fransferrence of the Districi Board to the Govt. a gaod
number of Kaccha road mileage connecting the sub—di\tisional_ headquarter
to Block headquarter has come under the P. W. D. and now it has become
possible to increase the road mileage of metalled roads in the State. In

6. - 3. C. Jangir; Indian Beonomy; 1965 Page—502.
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the planned development, the crucial role of transpoit system in State
economy has been recognised in the [ollowing words; “If there are no
veins and nerves in a human body the flow of blood in the different parts
of the body will not be possible with the result that the human body will
cease to exist.  Just as for the existence of & human body, it is essential
that there should be proper veins and arlcries, it is necessary that there
should be a net work of roads all over the country for its proper and integ-
rate working and development.”®

Before the dawn of independence, the country had very bad roads
and so was the case with the State of Bihar also. During the Second
World War, the conditivns of roads of Bihar detcriorated considerably
for want of materjals and repairs. Subsequently, First Five Year Plan,
Second Five Year Plan and Third Five Year Plan have been formulated
for the improvment of roads,

At the time of Independence in 1947, the Bihar Public Works
Depactment had only 1,315 miles of roads under their charge, out of
which 201 miles werein I"qorl.h Bihar. During the period under review,
the total length of the metalled roads in Bibar under I W. D. was only
89"dn:}}£es, out of which North Bihar had only 32 miles of metalled
Toadas

In the Post-war penod the P. W. D, was "entrusted with the special
responsibility for improving the old roads and construct new ones. North
Bihar was extremely backward in the matter of good roads. Tremendous
efforts were required to develop road communication in the North

* Bihar.

The progressive development of roads in the State started with lhc
Post-war Road Development Scheme prepared on-the basis of recommen-
dations contained in the Nagpur Plan of 1943, This Sclieme, however;
was actually started after Independence. The mileage target laid down
in the Nagpur Plan was of the pre-Independence era and paturally did
cnvisage the tempo of development obtaining now.

The First Five Year Plan was the strating point in our planned deve-

. lopment, This State Plan® envisaged an out-lay of Rs. 11.04 crores on
road development which was approximately 15.194 of the total outlay of
the State Plan. Inspite of transport difficulties and scarcity of road building
materials, the result achieved at the end of the First Five Year Plan, was
gratifying, In 1956, the mileage of road under P. W. D. went uplo 3,544
miles which matalled and surfaced road were 3,707 miles. The sharc of
the North Bihar in this period rose to 1,804 miles against 201 miles in
1947. The road mﬂeage of the State increased four times and that of

Norih Bihar nine times and all this was more than the plan target.

The Draft Qutline of the Second Five Year Plan was so ambitious
for the development of road and communication that is proposed an out-

Bihar; 1862.83, Page—192,

Blha:', 1960- ﬂ], T'age...171.

Third Five Year Plan of Bihar, Page-28
Bihar; 1963-84, Puge-I86

rHmAae
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lay of Rs. 45 crares® for their the development with in the State. But this
allotment was drastically cut down to Rs. 15.06 crores, which was nearly
8.259% of the totul outlay of the State plan. Even essential demands for
more and better roads for the industries and the people could not be wifet.
The plan Schemes executed by the P. W. D. of the Government of Bihar
during the Second Five Year Plan may be grouped under the following
three categories =

() lmprovement of State Highways.
(i) Improvement of Roads around Sugar Factory uarea.
(iii) Improvement of Roads around Jute growing area.

Under this scheme, the target fixed was to spend Rs. 1,275.46 lakhs
over the improvment of 1.452 miles of roads during the Second Five Year
Plan. Against this, P, W, D. spent Rs. 1,318.31 lakhs and improved 1,465.5
miles ol roads, thus P. W. D. achieved both financial and physical targct
in each year of the Second Five Year Plan. .

This scheme is a part of Agricultural Sector of the plan. Selection of
roads to be executed under this scheme is made by the Agriculture Depart-
ment. P. W. D. is responsible for only cxcuting (hese schemes. The depa-
rtment improved about 145 miles of roads under this schem against the
target of 133 miles. Apart from this, thc Sugar Factories have also taken
initiative in improving the roads falling under “reserved areas”, They have
created “Development Fund'’ which finances the road construction around
factorics. But villages falling within the radius of five miles only are cove-
red undes this scheme. Any how, these factories have added to thec total
mileage of metalled roads of our State,

Purnea district is the most important region for Jule cultivation where
inadequate facilities of metalled road is a problem in marketing Jutc. For
improving the roads in such areas, a new scheme in the Agriculture sec-
tor was initiated in 1959-60.. Actually spcaking, the work started in 1961
and during 1961-62, about 59 miles of roads in Jute growing areas, were
improved, .

Thus at the end of the Second Five Year Plan, the P. W. D, had
7,645 miles of roads, of which 3,100 miles fall in North Bihar. The total
mileage is over 6 times of the 1947 level, while in North Bihar, the road
mileage increased by nearly 15 times. The lenth of the metalled roads inc-
‘reased from 897 miles to 5,300 miles during 1947-56 of which North Bihar
got 1,600 miles against 32 miles in the pre-Independence period, thus reco-
‘rding 50 times increase. . ' .
_ The road development in our State under the Third Five Year Plan is
based on the recommendation of the Second All India Road Development
Plan, 1958, which was drawn up by the Chief Engineers of Central and the
State Governments under the direction of the Government of India. This
is a twenty years plan stretching from 1961-81. Tt envisages an increase of
road mileage of India from 3,32,000 miles in 1957 to 6,57,000 miles in

10. Ibid; 1963.64, Page-186
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1981. Bihar will have nearly 54,339 miles of metalled road by the end of
this abmitions plan.!? On the patlern set out in the Second All India Road
Development plan (1961-81) the Third Plan of our State was drawn up
which cnvisaged on outlay of Rs. 32 crores in the proposed plan. As usual,
it was slashed down to Rs. 19 crores which is nearly 14.89 of the total
out-lay of this plan by the planning commission. The P. W. D, has been
allotted Rs. 17.45 crores only, the balance Rs. 1.55 crores is the share of
the L. S. G. Department.

A road connecting to States or two countries is known as National
Highways. In other words, the roads which are the main highways running
through the lenth and breadth of India, connccting parts, foreign high-
ways, capital of States_and including roads required for strategic moveme-
nts.for the defence of India, are known as National Highways. The con-
cept of National Highways was firstly orginated by Sher Sah. Such roads
are planned and financed by the Govt. of India, but the State Govern-
ment through which such roads pass arc also responsible for the exccu-
tion of such roads. In the North Bibar, notable National Highways are :—

(i) Sugauli-Raxaul road, upto the Nepal boarder.
(ii) Peparakoti to U. P. boarder.
(iii) Muzaffarpur-Barauni-Khagaria and Phulwaria Scetion connecting
West Bengal and Assam. .

Except the road from Piprakoti to U. P. boarder, all arc complete.
Road bridges on the Muzaffarpur-Barauni-Khagaria Seclion are under
construction. Such roads have immensely benefited the agriculturists of
the North Bihar, specially the vegetable and fruit growers. Direct truck
traffic from Calcutta has opened new avenues for such cultivators,

The Government of India have decided to undertake the develop-
ment of Lateral roads covering 1,100 miles along from Barailly in U. P. to
Amingaon in Assam passing through Bihar and West Bengal and across
the Northern boarder of India for the purpose of all round development
of the country. The length of this road in Bihar is neacly 411 miles, which
is entirely in North Bihar, In North Bihar, it will pass through Gopalganj,
Pipara Kothi, Muzaffarpur, Begusarai, Purnca, Araria, Bahadurganj and
Galgalia. Besidcs this, there would be link roads from Svgauli to Betiah,
from Muzaffarpur to Darbhanga and from Araria {0 Forbesganj,” Pratap-
ganj, Narpatganj, Supaul and Maricha. :

A separate wing of the I. D. A. ( The International Decvelopment
Association) in the State P. W. D, has heen created to handle ounly the
specific National Highways which arc fiananced by the loans obtained by
the Govt. of India from [nternational Development Association, Washing-
ton. Qut of the total aid of Rs. 29 crores given [or India upto the year
1966 about 50% has been received by Bihar.!* This Scheme consists of con-
structing nearly 500 miles of roads in our State. _ '

_ Thus by the end of Third Five Year Plan, Bihar has 9.108 milcs of
metalled Toad which consists of 1,120 miles of National Highways, 6,126
miles of State Highways and 1,852 miles of the Major District Roads.

11. Thid. Pape—I87,
12, Third Five Year Plan of the "W.D., Bihar. Page...15.
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TABLE NO. 4.1

_ Statement showing he progressive canstruction of metalled roads™in
Bihar during Plan Periods. '

Year. Tatal milcage of important roads.
N. H. 5. H M. D. R. Total.
1956. 1,101 3,580 863 5,544
1961. 1,120 - 5112 1,412 7,644
1964, 1,120 5,892 1.572 8,584
1966, 1,120 6,126 1,862 9,108

Source :—An Intricm Appreciation Report on the Highways C.P.W.D.

In FEastern region which consists of Bihar, QOrissa and West Benpal,
Bihar will lead in the metalled roads construction. West Bengal and
Orrissa can beopoorly compared with Bihar as they will have 3,656 and
5,462 miles of roads by the end of 1966-67.

TABLE NO. 4.2

Statement showing the total mileage roads, road mileage (pucca)
per thousand square miles and per lac of population (district-wise of MNorth
Bihar) upto 31. 3. 64.

Name of District. ‘Total . Mileage per Mileage per
mileage. - thousand of lac popu- -
sqr. miles. lation.
1. Muzaffarpur. 532.14 18.29 13.44
2. Darbhanga. 671.25 20.25 15.34
3. Saran, 512.26 11.69 14.27
4, Champatun, 515.14 14.50 17.13
5. Purnia. ‘510.14 11.99 16.55
6. Monghyr. 500.34 14.59 14.77

Souros :—Third Five Year Plan® Bihar.

Tt is apparant from the above table that in North Bibar Darbhanga
had the longest road mileage from the point of view of lengith and per
thousand sguare miles. But on the State basis, the district of Singhbhum
has the smallest ( 7.82 miles ) road mileage per thousand miles where as
the district of Dhanbad has the longest road mileage per thousand
sqr.-miles ( 26.56 ). But from the population point of view, Ranchi dis-
trict has the longest road mileage ( 28.37 miles ) per lakh of population
and Patna district is the poorest ( 15.05 ).
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The Chinese agression of 1962 has alerted the State Government to
the construction of metalled road along the boarder districts of our Slate.
- A scheme for construction of boarder-roads is under the active considera-
tion of the State Government. The construction of such roads will not
only strengthen our defence, rather it will also opemrnew avenues to the
boarder arcas. It is expected that the roads development in the district of
North Bihar will prove a boon te. our poor agriculturists and will give an
impetus to our industrial programmes, “Transport and communications
-are essential economic overheads and must always go ahead of industrial
development™.1® Thereis a proposal to construct a road connecting the
boarder districts of North Bihar commencing from Raxaul in Champaran
district to Jainagar of Darbhanga.

The State is served by railway net work with different -guages; the
North Eastern Railway (meter guage), the Eastern; South Eastern and
North West Frotier railway ( broad-guage), the four light railways in South
Bihar and the narrow guage railway in Chota Nagpur. The bifurcation
of the State by river Ganga devides the railway net-work,  into two diffe-
rent systems.

Prior to the comstruction of railway-cum-road bridge at Mokamech,
there was no direct railway link between the North and South Bihar.
Steamer ferries were the only connection links between North South Bihar.
Naturally, North Bihar was a great sufferer for supply of essential commo-

. dities and transporting agricultural commodities like tobacco, Chillie ete.
‘'to the other parts of the country until a railway-cum-road bridge was built
on river Ganpga conncc:ting Mokameh in Patna district with Barauni in
Monghyr district. It is only after the opening of this bridge (“Rajendra
Pul)”) in the year 1959 that North Bihar has been brought nearer to
South Bihar. - Now from Patna, the capital of the State, one can casily
motor to practivally all the districts .of North Bihar except Purnea. This
bridge has intensified the movement of food-grains from either sidés by
truck traffic, - The construction of railway-cum-road bridge at Mokamah
has proved a great boon to the cultivators of Northern Monghyr, Samasti-
pur sub-division of Darbhanga district. A great quantity of Chillies
tobacco and mangoes is directly tramsported from these " areas to Calcutta,
and important industrial cenfres of the Chotanagpur platcau. This has
‘thus cheapened the transport facilities which have provided the cultivators
_with the benefit of higher prices in distant markets. In other words, since
the opening of this bridge,. a notable improvement in the economic condi-
tion of the cultlvators belonging to the neighbouring areas has been
marked,

A similar bridge on the Ganga near Patna to link North and Socuth

Bihac is a vital neccssity for commercial, industrial and economic develop-

ment of the State as a whole. It will be & great boon to- the Hazipur Sub-

division which has specialised to a great extent in the production of vegeta-

-bles and bananas. At present these agricultural products of this area are
being transported from Konhara and Bhairopurghat by counntry boats

which entail much time and transport cost. Opening of this bridge at Gan-

ga near Hazipur will provide a direct route for truck traffic which will

13, Techno-Economic Survey of Bihar, Vol. IT; 1969, Papa...,..58
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take Iess time than coudtry boats. The Governiment of Bihar have imade a
detailed survey of the area around Patna and Chanchar, Aerial land survey,
river survey, cross-sections of the rivers, flood obscrvations,collection of
geological and hydraulic data and a tentative selection of sitcs have alrcady
been donz. The poona Hydroulic Research Institute has recommended the

" site at Raghopur (near Hazipur). Opposité Patwah (Patna district) for the

construciion of this bridge on the Ganga. The scheme has been included
in the Fourth Five-Year Plan. A road bridge crossing the river Ganga at
Buxar to link U. P. with Bihar is also under active consideration of the
Central Government. :

There is also a pressing necd to reslore the direct link between
Bagahan and Gorakhpur for shortening the distance to U. P. by nearly
250 miles. Bagahan had a railway bridge on the river Narayani (Burhi
Gandak). But this has been cut off by the collapse of the railway bridge
an Bagahan in the year 1924. This line is most valuable for carrving the
grain traffic of Nepal and North Champaran.

But the waler transport is on decline, Compelition between road and
railway and the higher of **Conservancy” are the main reasons for this
decline. ““In the existing conditions of Bihar's economy which is insuofficie-

‘ntly served by road and rail, inland water transport does have a place,”

The completion of to Multipurpose-River valley projects viz, the Gandak
Project and the Kosi project, will give an impetus to  the development of
inland water-transport in North Bihar. There is a need for establishing a
public Corporatin known as “State inland Water Transport Corporation™

which should be responsible  for the development of inland” waterways in ‘

our State. The possibility of providing power for country boats, extensively
used for cross-river and short distance hauls, shovld be considered, as this
waould help to speed up much traffic. The State Government in the labour
Department originally submiited a ‘scheme for developing Inland Water
Transport in Bihar at the estimate cost of Rs. 3.62 crores to the Govt. of

"India and requested for its inclusion in the Third Five ‘Year Plan. The Gov-

ernment of India recommended to the Planning Copmmisson for making
provision of Rs. 40 crores for developing water transport in the country,
out of which a sum of Rs. 2 crores was proposed to he aliotted to Bihar.

“But the planning Commission agreed to make . provision of Rs. 5 crores
‘only tor the hole country and in view of this = drastic cut, the Government

of India recommended to the planning Commission that out of this provi-
sion a sum of Rs. 35 lakbs- should be earmarked for Bihar. But us yet it
has not beén possible for the planning commisson however, to make any
provision for commercial inland water transport services. A fresh Scheme
has now been sent to the Government of India.'® - As the railway systcm is
State owned and managed, there appears a. justification for nationalising
water-transport for bringing co-ordination between the two systems of
iransport. 1t will also contribute towards the smooth running of different

modes of transport system”. Just as, inspite of the advent of motor lorries,

14, ' Ibid.—FPage—...67
15. Bihar; 1963.54 Page—.,. 168
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the bultock cart has an assured place in our transport system, so also the
boat traffic is likely to remain the cheapest means of transport™?8

" Inland water iransport in India has a very brilliant past. In pre-Bri-
tish days, the inland novigation of India was very important. As roads and
failways had not developed by those days, the inland water transport pla-
yed an important role in transport. “The introduction of stcamvesseles in
North East India during the early part of 19th Century completely revo-
lutionised inland water transport and assisted in the growth and develop-
ment of the indigo industry in Bihar, the Jute industry in Bengal and the
tea industry in Assam, Sylhet and chcher valleys, and brought down the
products of these areas to Calcutta for distribution to world markets.”"?
“Inland waterways playsd an important role in the transport system of
India till the middle-of the nineteenth century.”’® Since then on account
various factors including the development of railway and withdrawals of
large amounts of water for irrigation, water transpert has been stecdily
declining. But even to-day, in some areas of this vast country, inland water
transport carries considerable amount of freight traffic. Nearly 93% of the
Assameesc tea and 909 af her- Jute are transported by waterways. ‘‘Assam
will have to continue to depcnd on the river transport system .as hitherto,
not ‘only for its export of jute and tea, but also for the large toonge of
by-products for the new oil refinery, the expanding timber production
and various other transport requirement connected with industrial and
economic development of the State.”’!® In the North Bihar, water transpor-
occupied the place of chief means of communication before the developn
merit of railway in this part, Rivers were the chief means of communicatiot
before introduction of thg railways. “The Statistical Report™ for . August,
1876 mentioned that “the principal river as means of communication in
Tirhut were the Great Gandak, the Bagmati and the Burhi Gandak. The
rivers carried the produce of the Bastern Tirhut to Calcutta,”® “Revelganj
in the district of Saran, appears as the second largest rivér mart on the
river Ganga. In exports, it stands first of all, but in imports it is headed by
Patna; and the average of both exports and imporis added together exc-
eeds ten lakhs of mounds per annum.”?! Though the river Ganga acts as
a boundry line between North Bihar and South Bihar, no important town
has developed in North Bihar along the river-bank of the Ganga. All com-
mercial centres situated on the bank of the Ganga fall mostly in South
Bihar. Rivers like the Burhi Gandak, the Kosi, and the Gandak have got
an important place in inland water transport. The Ganga passes in  North
Bihar touching southern boarders of the disticts of Saran, Muzaffarpur, Pur-
nea and northern side of Monghyr. Naturaliy important Ghats have deve-
loped on the Northern bank of the river Ganga which serve as transpor-
ting centres agricaltural commodities, Notable among them are Sinha
Ghat, Dighwara Ghat and Pahleza Ghat in Saran district, Mahanar and
Bhairopur in Muzaffarpur district, Sahpur Kamal in Monghyr district and

_18. Rural Marketing end Finance; (N, P. .) Page—65.
17. Report of 1the Inlend Water transpot Commitee { Govt. of India ), 1958
Page :—...18
18, Seng:nd Five Yeat Plan (India); Page—...486. .
19. Ibid; Pago...22. :
90. ‘Bihar Distriet Gazetteers (Darbhanga); 1964; Page—362
21, Bihar Diftrict Gazetteers, (Saran); 1960; Page—205
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Manihari Ghal in Purnea district. Besides country boats, private steamers
also ply from these Ghats to the other important basiness centres. “Boats
carry agricultural produce (Sugar, rice and grains) from Bihar to Assam,
ranging about 50,000 to 60,000 maunds per month and on the way back
these boats load Jute, timber and other products in Aassam for exchan- -
ping at Calcutta.”®®

What sort of conclusion can now be drawn fram the above analysis?
Can we satisfy ourselves with the adequacy of cheep and quick transport
facilities that are available in aur Statc 7 Our answer is naturally negative.
If any progress of metalled road has been made, it is in Sourth Bihar and
the Chota Nagpur plateu. North Bihar is poorly served: by railways and
road transport. The State as a whole has the densily of roads to the ext-
ent of only 12 miles per 100 sq. miles of arca againt 30 miles in Madras,
33 miles in Kerala and 25 miles in West Bengal. In Rihar there is only one
vehicle for a population of 1000 against one vehicle for every two persons
in the U, 5. A*  Similar is the case with the railway transport, On the
whole North Bihar is poorly served with inefficient system of transport
and communication facilities. If Bihar is to be given a place of pride: in
the industrial map of Tndia, transport systom has to be developed to mect
the growing needs of our cconomy. )

22, Techoo-Economie Survey of Bihar, Paye—...67 .

23. Speech delivered by 8l V. Naroyun, Chairman of the Soual Conference of the
Indian Doads and Transport Development Assoeciation Titd., New Dulki-—May,
30; 1067, (Fuhlishad in rhe Search Light, dated 31, 5. 67. -



CHAPTER V
THE ECONOMICS OF STORAGE AND CONSERVATION.

The function of storage is regarded as the second fooi-step in the
field of apricultural marketing. the first being the assembling of the produce
at the farm level. Movement of agricultural products fram the growers
to the consumers is facilitated by means of the activities like transporta-

- tion and storage.r _Transportation is the physical movement of products
Irom the places of production to the places of consumption, and storage
is holding back all goods that arc produced from the time of completion
of production to the time of cunsumpiion. Naturally, storage forms an
important stage in the process of orderly marketing. The existence of an
cfficient system of storage is a measure of the cfficiency of a marketing
system, _ '

" There is an ecomomic reason behind storage and conservation of
dgricultural products. It benefits both ends of our marketing ladder i. e.
the producers and consumers as well. The need for storage arises out of
the fact that most of the agricultural products are seasonal and cannot be
disposed off immediately afler harvest. But the consumption of food
resources is a continnous day-to-day process. Therefore, the importance
of storage function arisgs from the periodic and Qucivaling agricultural
production on the one hand and, relatively apeaking, the continuous
process of consumption of most of the agricultural products on the other.
These peculiarities of the agricultural production necessitate the importance
of conservation of what is produced in onc crap till the tifle of next one.
“The economic motive, therefore, is lo hold over the supplies during the
glut period to more favourable selling period.” Secondry, some fvod
resources like food-grains ere durable and may he stored and consumed
aver a scries of vears, while others like [ish, [ruits, vegctables and milk
are perishable and can be carried over time only by means of special devi-
ces and processing.

Again, the production of dillerent food rescurces is localised owing
to various causes, and the main centres of production and consumption are
separatcd by spdcc from ong other. For example, urban and industrial
area do not generally produce food materials but represent dense centres of
consumption, Again different localities even within the same region may
specialise in production of different kinds of food resources owing to natu-
ral or acquired conditions. But while preduction isso diversified, consump-

~tion habils are structured, even standardised, to a great extent, so that
different varieties of food resources are required at cach place.

Mareaver, the supply of agricultural production is not rcgular and
uniform, the reason being the predominant role of Nature in agriculture,
but the demand Ffor it remains more or Jess regular and in order 1o have a
regular flow of marketable surplus to the markets, the conservation of
agricultural products becomes essential. Thus storage, in other words,
bring’s out an adjustment necessary for the post-production period and for
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neighbouring markets. The insighificant portion which is retained by the
farmers for the domestic use is generally storcd. When our state-is passing
through the acute problem of food-deficit, carc has to be taken at tho
ditferent points of our distributive sysiem to minirise the percenlage of
losses in course of storage and conservation. Food-grains must be preser-
~ed like arms and amumition. : o :

There is no doubt that our agriculturists are fully acquainted with the eco-

nomics of storage but their cash-needs are so urgent and pressing that they
arc lefl with no other alternative except lo sell their produce in the villa-
ges. “There are inherent difficultics under which Indian Agriculturists are
forced to sell their produce. within a month or so of harvesting the CTOPS.
‘Lo them might be added another causc-insufficient and poor storage”.*
Poor ugriculturists of North Bihar are not an exception - to this broad gene-
ralisation.  As a result of inflationary trend in the prices of food-grains, *he
traditional attitude of our agriculturists in respect of disposing the entire
‘markelable surplus at the close of the harvesting season has undergone
change. In recent years, agriculturists are conscious of holding their produce
in anlicibation of rise in prices of apricultural products. They are reluctant
to bring the whole marketable surplus to mandis with the cnd of the harve-
sting season. This has also béen corroborated by the food-Graing Enquiry
Committee (1957), in the following words: “Data available from most sour-
ces show that stock-holding at the farm level has increased considerably
in 1956-57 as compared to 1955-56. Less than 60% and in some areas,
“even less than 509 of the crops came Lo the market in 1956-57 within two
-or three months ol the harvest season as compared 1o 70 to 80 percent in
.normal years. Sales in the middle and to some cxtent even in the end of
-the scason became relatively. more important”,” But this must be pointed
out that it is not the result of improvment in the storage facilitics at farm-
“level, rather it is the conscquence of the rise in.the prices of the farm pro-
“ducts which has cohenced the retaining capacity of the farmers. 1t is an
open secret that our agriculturists are poorly equipped with storage facili-
tics for holdind tae production for any long period of time and they do
" not make any arrangement for long-term storage.

. Lastly, we must mention that the system of servers and storage .is a
versatile weapon to meet two diametrically opposed situations. Tt is-known
-that demand for food.is typically inelastic. A small sloruge of onc percent
"may forece prices to a level many times higher on  account of the anxious
_competitton among the consumers. Similarly, a small excess of supply may
“make the price come down very much, because beyond a certain point the

capacity for consuming food grains is limited, however Jow the price. The
“function of storage and buffer-stocks, therefore, would be to take 2 long-

range vision and even out or flatten the demand-suppy relation inspite of
" the fluctvations in production. Thus, in years of lean production and for
" regigns hit by adverse climatic and rainfall conditions, the réserves in store

would release the supplies (o cquaic the total supply with demand. In the
* years of high productivily, the load of stock can be taken away- from the
-market to prevent prices storage facilities in surplus as in . deficit areas

" 4, Ibid, Page—..144 o _
. B.. Report ot the Fuod.Crains Enquiry Committos 1957; Page 44-45,
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ﬁé:ii_l_.._éc'wpy an important aspect of the buffer-stock organisation in food-
graims. S

- The function of the storage is performed at the different stages of

- marketing by the various agencies in the marketing activities. For example,

it is the agriculturists and itinerant merchants who perform this funetion
at village Jevel where as Arhatiyas—both kachha and Pukka-—operating in
big mandis discharge this function in secondary market,

But like other Scates, North Bihar also presenis a primitive picture
of the system of storage at village as well as mandi level. The home-made
receptacles such as ‘Berib, ‘Dhansar’, ‘Kothi’, and “Mojor’ used for storage
purposes in the rural areas are open to various defects. ‘Golas’ or godowns
of Arhatiyas in the secondary markets are also not free from evils and ins-
e¢ts: Here the prains-elevators working in the foreign countries like the
U. 5. A. and Canada are the subject matter of theoritical analysis only.
The State-sponsred Ware-housing and Cold storage facilities are still in the
initial stages of their dévelopment.

COLD STORAGE

. .. Due.to the high temperature's prevailing in the potato-growing areas

of North Bihar for the longer period of the year, special facilities of cold
storage are called.for in. respect of this commoadity and  miore so. of fruits.
Besides a suiable temperatur, a proper amount of humidity and’ véntilation
48 also necessary to avoid excessive losses of fruits and vepgetables, But for
three to. four months’ storage, heat even upto 52°F may not prove dama-
‘sing. and 80%, t0-90%, of humidity is regarded. as. satisfactory. Such atmos-
pheric environment can be maintained gy .cold storage only. The. provison
of cold storage will benefit. both producers and consumers. The prodircers.
will benefit from protection against decomposition and deterioration in
quality; where . as consumers will derive benelit from the lower prices of
these commodities which will be ensured by a regular supply in post-harvest
scason of potatoes and onions. The glut in the vegetable market, specialy
of potatoes and onions, lowers the prices.in the market. The prices of pota-
toes.and onion begin to rise.since April and by the end of September and
October of the year, potato prices rise by 3. to 33 times and omion prices
gbout two times. The consumers are the worst sufferers from the abnormal
#ise in prices of these vegetables. Thus adequate cold storage facilities - will
:be of an immense value to both producers. and consumers. In 1928 the
Royal Commission on Agriculture remarked that “cold storage is, in other
countries, such a remarkable part-in. the. marketing of .goods both for
export and internal consumption, with results generally so profitable to the
.Jprivate enterprise undertaking the arrangements as well as to the formers,
that we do not doubt that soomer or later there will, be development
in India.,” -

_ After the Second World War, the system of cold storage has received
a flew impetus. Although the first cold storage in India was established.as
early as 1912, the major development of this industry took place during the
last 25 years gnly, In Bihar, Patna is regarded as the pioneer in the ficld of
cold storage system. It was in the year 1940 that the first c¢old ‘storage ‘in
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our state was establishod here with an installed capacity of 10,000 maunds,

Between 1940-45 the growth of this system has rcmaind almost -stagnant.

The .difficulties created in the import of the machinery due to war and the
non-availablity of.electricity in potato-growing areas stood in the way of
further expansion of cold storage in Bihar, By 1945, however, peaple were
convinced about the suitability of potatees slored in cold storage for secd
and table purposes. The assurance of adequate supply of elcotricity in the
areas also attracted attention of businessmen towards this enterprise. The
financial assistance provided by ihe Industries Department of ‘the State
‘Government has increased at a fast rate afier 1945, By the end of 1966,

the number of cold, storage has gone upto 67 from 1 in 1940. The progre-
ssive growth in the establishment ofcold storage is really remarkable, Samu-
Jtaneously, the installed capacity of cold storage has also gone up from
10,000 maunds in 1940 to 18,30,700 maunds in 1966. Thus the increase
has been both in respect of pumber of cold storage as well asin the c'tpa-
city of established units,

The year wise progress of cold qtorage and the installed stnrage
capacities from 1940 onwards is given befow 1—

TABLE NO. 5
10 Statement showing the establishment of cold storage in Bihar since
1940, S :
Year. - No. of Cold Storage. Installed capacities
(In lakh maunds)
1940 to 1 10,g00
1945 2 28,000
1946 2 46,000
1947 - 9 1,48,000
1948 . 10 1,71,000
1948 11 1,594,000
1950 . 13 2.19,000
- 1951 16 2,239,600
1952 138 2.51.800
1953 20 ' . 3,24,000
1954 . ) 20 3,56,000
1955 24 4,30,000
1956 ; 30 6,92,700
1957 . 34 8,30,000
1958 38 10,824,200
1959 . 67 18,30,700

1966 . 67 '18,30,000

Source :—Report on the Cold Storage in Bihar the office of the Dy
Director ( Marketing } Deptt of Agrlculture Gowt. of
Bihar, Patna. : :
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.7 “Most of the"cold storages are concentrated in the potatoes growing area
Jn our 8tate. Il North Bihar; Potato-growing area is insignificantin compa-
tison to Patna Division which has acquired national reputation for potato - |
“cultivation: On the northern side of the river Ganga, it is only the diftrict
of Saran where potato is grown on a big scale. Next come Muzaffarpur and

. Champaran, Naturally, nearly 979 - of the .total cold storages established
in-North Bihar are concentrated in Saran Distict. Out of 67 cold storages.
:in our Stafc in the year 1966, only 26 i. e. nearly 379 were in North Bibar
out of which 509, were in Saran district. In champaran district, a cold: sto-
tage has been cstablished at motihari in 1965, - a . K

The Bihar State Financial Corporation and the Department of Indus-
tries arc playing a vital role in the development of cold storage’ by provi-
ding necessary financial assistance. Up to 27. 3. 1967, louns amounting to

‘Rs. 1,01,400.00 were sanctioned by the Bihar State Hinancial Coiporation
out of which a sum of Rs. 90,40,300.00 has alrcady been 'disbursed by the
Corporation. Under the State Aid to Industries Act also a sum of Rs.

“51,76.158 has been given to individuals for setting up cold storage. A major
portion of this financial helps given in the shape -of capital equipments
and machinary on the hire purchase system.

Paradoxically enough, even these cold storages are not fully utilised

.and that pearly 959 of them are used for storing potatoes rather than other

“vegetables and fruits, Attempts are now being made to investigate the possi-
bitities of storing all fruits, vegetables and other perishable comodities.
‘This points to the need for better. know-how and for educating the produ-

cers in the economics of cold storage and developing among consumers
the demand for frozen food.

As regards the place of storage, the consuming centres are more
appropriate than producing centres. Cold storage vegetables and fruits do
not stand transport and handling. As production is seasonal and demand
continual, storage at production centres would entail repeated transport
and reduce the size of consignment. In order to emspre that the producers
take due advantage of price fluctuations, they should have a say in the
time of disposal of the produce stored by them. These stores, should,
therefore, be run by organisations which have representatives of produ-
ces. Market Committeces of the regulated markets and the cooperative
associations secm to be the mosl suited for undertaking this servicc in
regard to the various interests involved. But the cooperative institutions
of our State are too weak to take up such kind of risky business. Out of
24 co-operative cold storages in India (1964-65) 15 were in Punjab, 2 in
Maharasthra, 2 in Bengal, 2 in Orissa and one each in U.P., Bibar and
Jammu and Kashmir. It was in the year 1961 that a cooperative cold
storage was established in Biharshariff (Patna). It had 327 individual
members on 30. 6. 1965 with a total share capital of Rs. 3.86 lakhs. But~

- gven this solitary cold storage organised on cooperative basis is running
under loss. Bold steps have to be taken to pul this cold sterage on sound
- footing. In order to provide advantages of the cold storage to the agri-
culturists of the potato-growing areas, necessary arrangements should be

3
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madé to ‘organise more cold storages on coopcrative basis, such a step
will ensure the growth of an orderly marketing in our state, '

WARE HOUSING

With the realisalion of thg crucial importance of agriculture in
national economy, the Governments of many advanced agricultural coun-
trics have come forward in strengthening this second fadder of marketing
structure, " The U. 8. A, have taken a lead in the development of were-
housing scheme. It was at early as 1916 when a ware-house Act was
passed in the T¥S.A., and the said Act was amended in the years 1919 and
1923. The establishment of the Commpdity Credit (_orpmation {CC.CH
in the year 1933 introduced a new element in the grain storage. Under
the -Canadian Grain Act, 1922, country elevators are bound to supply
storape at ¢stablished rates, so long as they save space. During the periad
of Second World War, the Ministry of Food, Great Britain, undertook
the direct responsibility for providing suilable slorage Facilities to the far-
mers. Consequently, a number of grain silos, well equipped with bins
and cleaning and drying machinery have been ‘coistructed by or brought

. under the direct control of this body.

Long ago the Central Banking Enquiry Committee {1929) recommen-
ded the cstablishment of warc-houses as a means to provide storage [acili-
ties and opportunilies fo our agriculrurists for obtaining favourable prices
for products. In inviting altention to this important defect of our rural
marketing, the foreign experts associated with this Enquiry Committec
remarked : “that survey leads to the conclusion that considerable improve-
ment of the credit situation and the money market in' India can only,
under present condilions, by achicved by improving and extendmg’ so far
and as soon as possible, the storage dnd ware- housmg of goads in ordet to
enlarge the basis of the credit system".

Though the importance of the State action in the field of the ware-
housmg in our rural marketmg was recognised long ago vel the start has
been very late. This has retarded thc growth of rural banking and agri-
cultural markeling in our country. Provision of ware-housing: facilities
has always been recognised as an important adjunct to orderly marketing. .

Since its very inception, the Reserve Bank of India has been taking
an active interest in the development of the ware-housing system in our
country. It circvlated & ware-housing Bill in 1944 to ihc State Govern-
ments and requested them for enacting ware-housing legislation, . Accord-
ingly, some States epacted the necessary legislation and displayed interest
in the construction of godowns. But except in Madhyapradesh and
Bombay (now Maharastra) hardly any progress was madc in the de:velop
ment of an organised scheme of ware-housing.

Really speaking, u well-devcloped mheme of ware-housing in India
had to wait till the publication of the Report of the Rura]l Credit Survey
in the year 1953-54. This Survey laid a great emphasis on the importance
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of developing storage and ware-housing facilities as an integral part of the-
rural marketing and credit sturucture. The nced for concrete measurcs
emphasised by the Agricultural Marketing Sub-Committee (1945) and the,. .
Rural Banking Enquiry Committee (1950) was reiterted in the Report sof
this Survey in the following words :—

“We are not less impressed than previous Committecs with the
magnitude and urgency of a problem which is connected with one of the
gravest economic handicaps of the cultivators. The effort called for inm its
solution has to be concentrated and country-wide,” The broad lines of
solution suggested by them were the establishment of (i) a national board
which plans and finances ( ii ) an all-India Corporation with share capital
from the Central Government and from various institutions, ( iii ) State
Ware-housing Corporation in which the State Governmenis on the one
band and the All India Corporation on the other hand participate, and
(iv) the cooperative societies at the very base of the programme”,

As a result of the acceptance of the recommendations of the All
India Rural Credit Survey, an Act known as ‘The Agricultural Produce:
(Development and Ware-Housing Corporation) Act of 1956 was passed by
the Parliament in June, 1956, Consequently, the Central Ware-Housing
Corporation was set up in the same vear. Under section 28 of the said
Act, every State was requested (o enact a similar legislation for itsclf, The
Bihar Assembly passed an Act known as The Bihar Agricultural Produce
(Development and Ware-Housing) Act of 1957. This Act provided for the
cstablishment of a Corporation which was virtually set up in the year 1958
under the name of The Bihar State Ware-Housing Corporation and it
commenced functioning from the same year. The State Ware-Housing
Corporation works under the guidance and supervison of the National
Co-operative Development and Ware-Housing Board, but it is predomi-
nantly nnder the Central Ware-Housing Corporation,

The authorised share capital of the State Corporation is Rs. 1 crore
divided into one lakh shares of Rs. 1000/- each. The State Government
and the Central Ware-Housing Corporation haye contributed to the share
capital on the basis of 50:50. The paid-up shuare capital consists of
Rs. 22 lakhs divided into 22,000 shares of hundred tupeecs cach, The
Corporation has set up branches in most of the important agricultural
mandis of the State. There are 20 branches of the Corporation working
at present in Bihar, It had increased to 30 in the year 1964-65 but, due to
heavy losses sustained by the Corporation, 10 branches have been closed
during the year 1962-63 and 1963-64, ' -

In course of investigation into the working of the Corporation, il
was revealed that generally four types of owners store their produce in the
Ware-Houses. These are (i) State Government, (ii) Traders, (iii) Agricul-
turists and (iv) Cooperative Societies. In recent vears, the percentage of
the Government Storage has increased enormously. T agriculturists have
failed to reach the Carporation for utilising their services, the cooperative
socigtics present a dismal picture in this respect.
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TABLE NO. 5.1

Statcmeit showing the percentage of storage under different catego-
ries of owners of goods.

TYPES OF OWNERS.

Year. _ "Government. Traders. Producers. Coop. Societies.
1. 1962-63 0319 83.35%,  16.269 0.05%
2. 1963-64 5169, 85.65%, 0.06%, 0.13%,
3. 1964-65 80.28%, 16,729 2.86%, 0.14%
4. 1965-66 78.80%, 16.38% 3.57%, 1.16%,

5. 1966-67 e 73.919% 21.55% 2.47% 0.079%,
Source :—Annual Report and the Accounts of the B.S.W.C.

It is appracntly clear from the above table that the Corporation has
totally failed to achieve the main objective i. ¢. to provide storage faci-
lities to agriculturists. If in its initial stage, the traders have been bene-
fited, at present, it is the Government which has occupied the main posi-
tion. Poor agriculturists and down-tradden cooperatives. are rather no
where in the Corporation. The Scheme of the State Ware-Housing Corpo-
ration is an integral part of the regulated markets and the cooperative
marketing. The total failure of the development of cooperative market-
ing and regulated markets in our State has restricted the benefits of the
Corporation going to the agriculturists. .

The main reasofis for the rise in the percentage of the Government
-storage and subsequent fall in the agriculiurists’ percentage in the total

storage of the commoditics by the Corporation may be mentioned ag
follows :— -

] (1) Maintenance of more buffer-stocks of foodgrains by Government
as a result of the extension of partial rationing in the State.

(i) Introduction of paddy-levy scheme in the year 1964 has frightened
‘the agriculturists who are afraid to store their produce in the ware-houses,
as this may reveal their production-position.

(i) Lack of the transport facilities from the farm to the godowns
of the Corporation.

(iv) Reduction in the margin of advance against foodgrains.

_ (¥) Non-availability of sufficient numbers of braaches in the rural
areas. :

(vi) Delay in the advances by the banks on the producﬁon of the
“ware-house receipts.

The most striking feature of the Rihar State Ware-Housing Corpora-
tion is that it has becn incurring loss since its commencement. The net
anuval loss which stood at Rs, 2,237.52 np. in the year 1958-59 has gone
to Rs, 2,11,872.28 np. on the 21st. March, 1962. The annual net loss
-sustained by the Corporation came to Rs. 4,68,675,07 np. in the vear 1964-
65. Thus the net loss has been multiplying year by year and it has aceu-
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mmulated to Rs. 15,09,386.76 np. as upto 1964-65, This huge financial
loss is a matter of grave concern. Immediate steps have to be taken to
stop this financial loss. .

- TABLENO. 5.2
Statement showing the Net loss sustained by the Corporation sipee

its commencement is given below :—
!

Financial year. - Amounts of Net loss.
1958-59 2,237.52
1959-60 96,157.21
1960-61 . 1,63,723.08
1%61-62 : ' 2,11,872.38
1962-63 3,00,795.49
1963-64 2,65,926.01
1964-65 4,68,675.07
15,09,386.76
Source :-Amnual Report and Accounts of the B.S.W.C, from 1958
- to 1964-65. :

_ The profit and loss Account for the 1964-65 shows that the main
reason for such a huge loss is the defaleation by the staff posied at Jai-
nagar and Jogbani ware-houses. Besides, the expenses incurred on rent,
municipal rates and taxes also attribute to this heavy loss. All godowns
running under the Corporation are on rent. It does not possess even a
single building of its own for godown purposes. A bluc print must be
prepared by the Corporation in consultation with Public Works Depart-
ment for constructing its buildings for godowns. 1t was due to. this heavy
loss that the State Government had decided in the year 1963 to wind up
the Corporation. Since the Centrc was opposed to this move, the State
Government could not do so,

A Lird's eye view of the main objectives behind the establishment of
the Ware-Housing Corporation fully convinces us that provision of storage
facilities and necessary funds, till the goods stored are agt finally sold,
are the goals of the Corporation. When goods are stored in the godowns
of the Corporation, the owners of the goods are granted receipts by the
Corporation. Such receipt§“contain the information regarding the name
and full address of the party, name and value of the commodity stored
etc. There are two kinds of ware-house receipts, (i) negotiable and (ii)
non-negotiable. FEach serves a separate and distinct purpose. As these
receipts are practically all uniform, at least uniform in information given,
they are assumed to be negotiable unless it is specifically stated on the
receipt that it is non-negotiable, Negotiable receipts become discountable
by any scheduled bank in the Stafe. It has rightly been observed by the
Rural Banking Enquiry Committee (1950) that “However, perfect may be
the ware-house system, the cultivator with no resources at his disposal and

- faced with various claims for cash, for paying interest and capital to his
credifor, rent and land revenue, will in general be not in a position fo avail
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himself of such storing facilities unless he can pledge his produce to

. borrow funds”. Besides, there are sufficient reasons for creating genuine

trade bills in India if the credit machinery is to operate fo the maximum
advantage of the economy as a whole.

On the production of the ware-house-receipts, the scheduled banks,
specially the State Bank of India, advance cash to the owners of the
receipts after keeping a suitable margin.  Upto 1961, the margin kept on
the advances against foodgrains was 259, of the value. But it has been
raised 1o 409, in recent years. The rise in the margin requirement has
diminished the business of the Corporation. The margin requirement
differs from commodity to commodity. Fixation of srargin and . observa-
tion of set rules regarding the advancement against the receipt are not the
concerns of the Corporation. These belong to the banking authorities.
The Corporation’s Tunciion ends when it has issued receipts to the owner
of the goods.

TABLE NO, 5.3

e Siz'ltemen_t' showing the quantities of grains stored and - the advances
tnade against the negotiable receipts by the schedulsd bank in Bihar, .

- Year.. Quartities of grains ~ Amount advanced against -
. : stored in ware-houses. the security of the' ~
' house receipt. ™

1958-59 40,065 maunds.

) ' Rs. 1,95,266.00 .
1959-60 3,46,396 maunds. Rs. 35,12,356,00
196061 6,34,931 maunds. Rs. 1,09,86,608.00
1961-62 5,15,997 maunds. Rs. 32,38,029.00
1962-63 .. . 19,589 metric tonnes, Rs. 44,01,737.75
1963-64 16,191 metric tonnes. - Rs. - N A,

- 1964-65 32,317 metric tonaes. Rs. N. A.
" Source :~ Office of the B.S.W.C. Boring Road, Patna.

‘In the U. K. and the U. S. A. private agencies also provide ware-
housing facilities. These ware-houses are licensed ones. The Central
Banking Enquiry Committee (1929-30) and the Rural Banrking Enquiry
‘Committee (1930) has greatly emphasised the unique role of licensed’ ware-
houses in the field of rural marketing. But no steps have been taken
gither by the State or Central Government to eéncourage the development
of private ware-houses in rural areas. In North Bihar, it is only the
.tobacco-growing area of Dholi in the district of Muzaffarpur where a few
private ware-houses are operating for the last 20-25 years. Figures of such
private ware-housed are not available and naturally their role in the ruraf
mazketing cannot be adequately examined. These private ware-houses

- are greatly helpful in providing storage facilities to the tobacco growers of
these areas. . If adequate facilities can be provided to these licensed ware-
houses, they and play a better role. The Department of Industries of our
State Government can meet their financial needs under the State Aid to
Industries Act, _ :




CHAPTER VI

t . REGULATED MARKETS.

i

They can be casily climinated by organising cooperative marketing.
Marketing' being a complicated business,- devclopment of one or two
aspects of marketing atone will not bring the desired resulfs unless a com-
prehensive plan embracing all the pricipal and ancillary marketing setvices
" mentioncd above is put into operation, :

_ The elimination of middlemen from the different stages of marketing

raises another issue i.e. the problem of their absorption in other business
of life. This problem may be ireated on the same footing as the problem
of surplus hands already working in the field of agriculture. “The surplus
number when it 15 weeded out will, it may be presumed, have to be dealt
with in the same manner as the surplus population whick now erowds in
agriculture. It fallows that any excess of population over the optimum
pumber at present employed either in the actval cultivation of land orin
the distribution of the produce from the land, will have to b¢ absorbed in
other spheres where the social marginal utility from their work be

2]

higher”.
REGULATED MARKETS.

In the previous chapters, we have been mainly concernmed with the
main difficulties and bardships under which our poeor cultivalors market
their produce in toewns and mandis, Aparf from bad communications and
lack of storage facilities, the cultivaters who venture to bring produce to
mandi have 1o suffer a lot due to the various malpractices and arbitrary
deductions prevalent in the mandis. The poor and ignorant cultivators

are helpless in such a state of affairs and they are thus lefi at the mercy of
Arhatiyas and “Dalals” who ulways claim a share in their toil. “Coupled
with high market charges, the common practice of the prospective and ihe
psudo-buyers a like of taking away, under the nume of samples, substan-
tial quantities of produce, the incorrect and false weights, and the almost
universal custom of seorct or “cover-bids”, thereby kecping the seller in
dark, and placing him at the mercy and honesty of his Arhatiya, are fur-
ther defects found in the mandis”.?

It is well established fact that various Lypes of arbitraty deductions
made in mandis such as Arhat Kharch, Tolai, Dalali, Goushala, Dharmada
and commission are truly unjustificd in favour of which no logical argu-

1. Report of the Nutional Planning Commission on Rural Finance and Market-
ing, 1945; Page—3¥. :

2, Ibid. Page—280.
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ment can-bz advanced.  ““The-farmer, in general, sells his produce at the
unfavourable place, and at unfavourable time, and usually he pets very
unfavourable terms™.? ' .

To meet this challenge—a challenge of reform in the marketing strue-
ture—state regilation of marketing, becomes an essential part of the State
policy. The tegulation of markets is one of the measures that are taken
for social ecvolution. If the producers do not get the full return and ins-
tead distributors get more, there would be no inecentive {o producers,
Regulated markets have been developed in our country since the beginning
of the twentinth century in order to protect the farmers from being help-
less before the powerful commission agents who operale in towns and
mandis. Unless the cultivator is sure of the refurn (o his labour, no
amount of any incertive will encourage him to take up new plans of agri-
cultural production, and improvement of soil. “The importagce of such
murkets lies not only in the functions they fulfil but in their reactions upon
production. Well regulated markets creat in the mind of cultivator a
- feeling of confidence and of recciving a fair play and this is the mood in
which he is most ready to accept new ideas and to strive to improve his
agricultural production. Unless the cultivator can be certain of securing
adeguate value for the quality and purity of his produce, the cfforts requi-
red for un improvement in these will not be forthcoming”.*

If our agricultural mandis are expecled to function smoothiy and cffiici-
ently without jolts and jerks, they must have 2 {irm gripover the widerange
of activity covering all these stages. A logical corollaty of this is that the
market must afford facilies for trading, regulate it in an impartial manner,
fucilitate the speedy settlerfient of disputes assaciated with the trading acti-
vity and place ot the disposal of the buyer and the seller a mechanism
under which bargains can be struck and completed withoul causing any
loss to any one. Keeping this idca in mind, the Royal Commission on Agr-
iculture ( 1929 ) recommend the estabishment of such regulated markets
throughout the length and breadth of our conntry, inthe follawing words :-

“The establishment of properly tegulated markets would confer an
immense boon on cultivating clagses of India. Tt must indeed, in our view,
form esschtial part of odered plan of agricultural development in this coun-
try, for only in this way can be work of the agricultural -departments be
‘brought to full froition™?

The history of regulated market in our country starts with the imple-
mentation of the recommendations made by the Royal Commission on
Agricuiture. The Berar Cotton and Grains Markets Act of 1897 which
was designed to purge marketing of its abuses, is a landmark in the histo-
rical development of regulated markets in India. Tn 1919, the Indian
Central Cotton Committec recommended the establishment of regulated
~ markets for cotton and it suggestcd to follew the example of Berar which
‘had already enacted a special legislation for protecting the cotton-growers

8. Ibid. Page—42.
4, Thid. Page—iIBE.

5. Ibid, Page—389.
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and saving them from malpractices of the cotfon mandi.
had sct a good example in this direction, it is a sad comment
example remained unemulated by other States
of the Roval Commission on  Agriculture {1929} were published, except
Bombay where the Government of Bombay passed 2 legislation entited-,
“Cotton Markst Act” in the year 1927, Hyderabad was the first State -
India to pass the Agricultural Produce Markets Act in the year 1930. By~
the end of the year 1958-59, almost all the States of India took stepsto
pass special legislation with a view (o regulating agricaltural markets in:-
their respective areas,

Though Berar -
ary that this
until the recommendations

Bihar remained the only State where no step was laken to organise
regulated markets in the end of fourth year of Second Five-Year Plan. If
our agriculturists are illiterale and ignorant and thus upable to take up any
programme of reforms or improved techniques of cultivation, our adminis-
trators are not less responsible for this State of affairs prevailing in the
field of marketing. The Agriculture Department of our State Government
remained deaf und dumb on the issue of regulated market till the vear 1960
when the Government of Bihar snaounced the Act for reguluiing the
agricultural mandis. The frst step taken by the Stale Government in this
direotion starts with the introduction of the “Bihar Markets and Dealers
Bill” in the Bihar Assembly on the Sth, May 1939. The Bill was circula-
ted for public opinion. The opinions recéived were given consideration
but the proposal had to be abandoned for ths time being owing lo the
resignation of the provincial Ministry in the vear 1939. )t was again taken
up 1 the year 1944 bul it was considered that the Bill which had been pre-
pared in 1939, required modification and redrafling in view of the chapged
conditions. 1t was then decided that the question of regulating markets
should be taken up after the war (Second World War), Though the Cong-
ress Ministry was formed as early as 1945 and since then the Congress has
bzen in pawer in our State for many ycars, the question of repulated mar-
kets was thrown in the waste-paper basket and the State Govcrnment slept
over this Bill until the year 1958 when another Bil] known as The *Bihar
Agricultural Produce. Markots Bill” was introduced in the Bihar Legislative
Assembly. While introducing the Bill in the Bihar Legislative Assembly,
the then Agriculture Minister, Bihar, explained the main object of the Bl
in-the following terms :— : -

§
B

“The main object of having regulated markets is to seeure to the
cultivator better pricas, fair weighment and freedom from illegal deduc-
tions. A fair deal for his produce is & good incentive for the agriculturist
to adopt improved agricultyral programme.”®

The preamble 1o the said Act reads—
lation of buying and selling of agricaltural
of market for agricaltural produce in the §
connected thereawith. 7

“To pravide for the betier regy-
produce and {he establishment
tale of Bihar and for matfers
The framers of the Act have tried to incorporatq
& Bibar Fxtra Ordinary Gazettes | 4-12-1933 ) Speech delivered by

Sri Birchand Patel, the then A tural Minister, Bihar, Page 24,
7. See the Bihar Asricultural Prod

Produce und Markets Act, - 1960
Page....., 1. g
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the merits of various Markets Acts prevailing in the country and thus the
Act has been made as the most comprehensive one.” It includes, cereals,
pulses, oilseeds, fruits and vegetables, fibres, animal husbundary products,
condiments, spices, grass and fodder narcotics. Though the Act appcars
to be a restraint on the liberty of tradcrs, essentially it is democratic in
character, The act has provided the traders with the right to file any

objection in respect of organisation of any regulated markets in our State.
and only when no objection is received within the period not less than (wo

years from date of such notification by the Depuly Director of Agricul-
tural Marcketings, the said area is declared regulated.  Section (3) of the
Act incorporates such conditions. The said Act was passed on the
20th. May 1960. In bricf, following advantages flow frow regulated
markets :— =, :

(i} Market charges are clearly defined and specified; excessive charges
are reduced and unwarranted ones are prohibited;

(i) Market practices are rationalised;

(iii) Correct weighment is ensured by periodical inspection and veri-
fication ol scales and weights through the system of licensing of weighman
and supervision of weighment becomes possible;

' (iv) Suitable arrangements for settlement of disputes regarding
quality, weighment and reduction ete., prevent litigation and .safegnard the
interest of the seller and smoothen business; . ) :

. (v) Insistence on prompt payment of the value of the produce by the
buyer considerably helps the poar seller; . C

(vi) Reliable and up-lo-date devicc is made available to the users of
the market; '

(vii) Suitable quality standards and standard terms of contract for
buying and sclling can bs conveniently enforced in regulated market;

- (vii) Reliable statistics of arrivals, stocks and prices cun be maintai-
ned in a regulated market; and .

(ix) Various facilitics and conveniences can be provided in a regula-
ted market such as sheds for the use of sellers, shady space for parking
carts, water cisterns for cattle, and storage accommodation {or agricultural
produce etc. - '

= To what cxtent the growth of regulated: markets in thu'" country has

-~ * reduced market charges is clear from the statistics given below 1 —
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TABLE NO: 6.

Statement showing the market charges and afier Regulation. -

States Market charges per Rs. 100 worth of produce.
Before _ After ' -Baving, ~
Regulation. Regulation.

Bombay. 274 1.37 L37

Andhra. ' 4.09 2.30 1.79

Madras 4.65 : 1.45 R

Mysore, 4,14 220 1.94

Punjab, _ 2.4% 1.76 . 0.67

All India average. 3.41 1.79 1.62

Source :—Indian Journal of Azricultural Economics. Vol. XVIT No. |
vear 1962,

Tt is thus quite clear from the above statistics that the establishment
of regulated markets has reduced the market charges in the various States
where such markets have bsen [ully developed with the mutual cooperation
of the State Government on the one hand and the traders and agricul-
turists on the other. Besides reduction in the market charges, false weights
have also been eliminated from the mandis. If the market charges are
rationalised and [alse weights are driven away from the market, our agri-
culturists will b relieved of the malpractices to a great cxient. But it must
be emphasiscd that regulated market is not a magic and which can be
able to cure all ills from which our present marketing systern suffers.  Any-
how, regulation of market can prove to bz of groat advantage to our farm-
producers who are always at the mercy of traders in the mandis.

Let us now examine the growth of regulated market in our State.
(if) Progress in Bihar

Bihar'is onc of the poorest States in the progress of, regulated mar-
kets. It was proposed to regulatc 55 markets within thec period of three
years commencing from 1958-59, Thess markets were classified in two cate-
gories viz, (i) Class ‘A’ and (ii) Class ‘B’. Eighteen markels were put under
class ‘A" and reraining thirty seven in class ‘B’ ~In the first two years, 15
markets in each year were to be regulated and remaining 25 in the third
year of this phased programme. But in the first year, only 10 markets {class
‘A’) were taken for regulation. These market were Patna, (Gaya, Ranchi,
Bhagalpur, Mokamal, Sasaram, Muzaffarpur, Sitamarhi, Darbhanga and
Purneu. At present, Bihar has got in all 60 regulated markets. On personal
survey of the Muzaffarpur Regulated Market, it was revealed that the mar-
ket for regolation was notified in the Bihar Gazeltee in the year 1961 but
it look nearly four years to commence its activities. But until the year 1967
on steps had heen taken to establish market yards and sub-market yards.
Within the period of two years, only 16 traders out of nearly 50 have becn
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ticensed. Bvery trader has to pay Rs. 75,00 only as license fee and on rene-
wal fee is required to be paid. : ,

' (iif) Constitation of Market Committee

Every Act of the regulated market makes a provision far the constitu-
tion of Market Committee. Though the composition of the Market Commi-
ttees differs from State to State, the main features and ingredients of this
regulation are broadly similar, The first step is the declaration of the mar-
ket area and the notification of commdities to be brought under regulation.
The next step consistes of the constitution of market commillecs in accor-
dance with the Act and Rules framecd by the State Government.

The novelty of the constitution of market Committee lies in its demo-
cratic character, Attempts have been madc to incorporate and provide rep-
resentation of interests of every section of the community. The Bihar Agri-
cultural Produce Markets Act, 1960, deals with the subject matter of the
constitution of the Market Committee under Sections 6 and 9. The total
number of the members of the Market Gommittee has been fixed at fifteen.
Baut the first committee will be constituted by the State Government  itsclf,
The strength of the Commitiees working in the regulated markets of the
different States varies from 8 to 16 members. But in Bihar the strength of
the Committee is 15. The term of the office of the members of the first
Committee extends for onz year only. The members of the second Commi-
© ttee are partly elected and partly nominated by the Government, In Bihar
the Second and the subsequent “Market Committees arc constituiedas
given below :— :

(i) Seven memberS are elected by the agriculturists of the -area for
which it is estableshed frem amongst them selves in the manner prescribed.

(ii) Three persons are elected by traders, other than enoperaﬁvc saci-
eties; holding valid licences under this Act, from amongst theselves in the
‘manner prescribed.

(iii) Two persons are clected by cooperative societies ho[ding' a lice-
nce under this Act from amongst their membess in the manner prescribed;

(iv) One persen is appointed by the Co-aperative bank of the market
- arca provided that if therc are mere cooperative banks than onc in the said
area the appointment is made by the Co-operative banks in such order of
rotation as is specified in this behalf by the State Government;

(¥) One person is appointed by the State Government; and

(vi) One persen is clected by the members of the municipality or the
Executive Committee of the Gram Panchayat established under Section 3
of-the Bihar Panchayat Raj Act, 1947, within whose jurisdiction the Prin-
" cipal market yard is situated, from among the members of the municipality

-of the members of the Executive Commiltee of the Gram Panchayat, as the
case may be. " _

Apparently the constitution of the Commitlee maintains the represcn-
tation of each section such as traders, agriculturists, co-opcrative socielies,
municipality and Gram Panchayat, Though the strenth of the trader is only
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three out of fifteen of the Market Committee, the hold a key position i,
- manancment of the regulated market. The idea behind the representation
of traders is to utilise the experiences of busiicimen in the maaketing acii-
vities. The representatives of agriculturists and cooperative Societies hardly
take any interest in the management, v :
' (ivy LICENSING Lo

Licensing of functionaries is.an unilersal feature of regulated markets
and it is the chief means of enforcing various provisions and effccting imp-
rovements. In Bihar, every trader the jurisdiction of the regulated market
is legally tesponsiblc to take licence from the “Market 'Committes” for
which Rs, 75.00 is to be paid as licence fee: ' -

_ (M CESS (LEVY)

Ccess ds another chief source of income to the Market Committee. In
fact, in many States the income of the Market Commitice from cess is
higher than that from liccnces, Levy of foes on the sale of the agricultural
produce in the jurisdiction of reguluted market and the taxes on  bullock

carts, tyres and trucks constitute the main sburces of the income.of the
market Committee. ’ , o T
Section 27 of the Bihar Agricultural Produce Markets Act, 1960 has
made provision for levy of fees. The scetion roads as follows e« ... .
(i) The Market Committee shall levy and colleet market fees on the
agricultural produce bought in the market arcas, 3t such rate mot excee-
ding ecfllf ty patse per Rs, 100 worth of agricultural produce, as may be pres-
cribed. ) T . . e ]
(ii) The fee realiscd from the buyer under sub-section (i) shall be

recoverable by the buyer {rom the seller as & markat charge,

In Muzaffarpur, the levy has been fixed at twenly five paise per Rs,
1.00 but until the end of the year 1966 not a single paise has been realised.
in course of discussion with the staff of the office of the Deputy Director
(Marketing) it was revealed that this section of the Act has proved to'be a
great hurdle in the progress of the regulated market in the State.

| TABLE NO. 6.1 B
MARKET CHARGES AFTER REGUIATION '

Names ol . Market fee Puldari, Weighment Commision. Broke- Godown
the market. for Rs. 100 sewing per bag, for Rs, 100 ragefor charges.

worth of  stacking worth of Rs. 100 Per bag
- produce. etc. per produce. worth of "per
bag., : produce, Month,

1. Jainagar  0-25np.” 006 np. 003 np. 1-50 np. 0-06 np. 0-06 np-
2. Darbhanga C-19 np, 0-06 np. 0-03 np. 1-56 np, 0-10 np. 005 aps
3, Sasaram  0-25ap. 0-12nap. 003 pp.  1-56 np. 0-12 np. " 0-06 np-
4, Bhagalpur 0-15np. 0-10mp, 0-03 np, 1-750p. Q-10 np. 0-06-np.

Soucrec—Deputy Director of Agricultural Marketing, Govt. of Bihar;
Patna. ) : : . .

.
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attempts have been made to realies the coss from the buyer (trader), legal
points have been raised in Courts. In the mandis like Sasaram, Gaya and
Purnea, the traders have gone fo the High Court for making this section
‘of the Act as null and void. It is thus the non-co-operative attitude of the
trader class which has been responsiblc [or the poor progress of regulated
markets in our State, '

{vi) Market Charges:

The most visible cffect of this Icpislation has been on the Market
charges. The existence of numercous unjustified market charges has heen
the main genesis of market regulation and it must be admitted that the
regulated markets have amply justified themselves on this score. Through
the reduction in these charges, the producer-seller has benefitted a jot,
Other economic gams have been the correct weishment, {imely and correct
payment, competitive conditions of sale cle.” To what extent the merket

- charges in our State have becn rationalised is apparent from the tables no.
3-6 and 4-6, , : : .

(vi) Evaluation of the Achievements of the Regulatéd' L
 Market in Bihar; :

Tt is needless to say that the achievements of the repulated maracts
in our State have been miserably poor. Though neatly €0 wholesale market
out of 325 (ncarly) have been brought under regulation, yet there are only
5 or 6 regulated markets which are in working condition. Among them, the
names of Jaimagar (Darbhanga district) Bhagalpur, Kishunganj (Purnea
district) Sasaram (Shahabad district) regulated markets deserve mention.
Bui not a single rcgulated market of our State deserves to be compared
favorably with that working in the other Statcs like the Punjab, Maharas-

-tra, Mysore and Madras. Tn coursc of my personal visit (0 some of the
régulated markets like Kishunganj, Sitamarhi, Katihar and Sasaram, 1
found that no where either principal orsub-market yardshave becn covered
out or necessary buildiogs have been constructed, Thus the regulated mar-
kets of our State are mostly in early stage. Very few agriculturists living is
the neghbouring villages of these regulated markets know. about their exis-
tence. This only shows the failure of the department of agriculture (Marke-
ting) in respect of popularising this scheme amongst the agriculturists for
whom these markets exist. It is the lack of the responsibility on the part of
the State Govenrment which has been one of the basic reasons for not
evoking enthusiasm ixf the rural areas. Tailure of the Marketing Departme-

- nt of the State Government has thus retardet the growth of regulated mar-
ket in vur State. The sooner the State Government realises its responsibi-
lity in this respect, the better it is for the future prospect ‘of this scheme,
The initiative particularly in initial states must come forth from the Siate

- Goyernment. The Government must establish some important regulated

_.markets as model ones which can be able to atirast the eyes of agriculty-

" In brief, following are the main diflicultics before the Market Com-
mittee and the State Government in devloping the scheme of the reguiated
markets in our States ;(—

(i) One of the most important of these difliculties is the acquisition
pf proper site for the market yard, oflice and ware-houses at fair priceg

£
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‘and at places where the Market Commntee under the Act is set up. Unless
a proper site is acquired, advantages of regulation would be practically
very little, as the bulk of the trade in  agricultural commodities would not

" be transacted in that event in the market yard under the close supervision

of the Market Committee and its staff. 1t is pretty difficult to control trafi=
sactions taking place outside the murket yard, nor would therc be any ex-
tensive compelition amongst.the buyers for the purchase of agricultural
products, if dealings are frecly permitted in the premiscs beyond the mar-

ket yard. The normal procedure for the acqisition . of land for the market
" yard is very clumsy and complicaied.. Where ever the market committes of

the selected regulated markets of our State has moved the Government for
acquisition of land, legal objections have been raised by the local trader
and general pubiic. This is the main reason why not in a single relgulated

_ market, we find market yard.

(ii} Efficient functwmng of a Market Commzttee would also necessi-
tate the construction of podowns, office-rooms, sales-hall ete,within the
market yard.  These would requir econsiderable financial outlay which an
infant. Market Committee finds it had to incur. The Stale Government is
helpless to mect the financial needs of the Markel Commitiee. But the

- Commitlees are.-hardly in a position to meet even their pecessary expenses.

(iif) Another difficulty which a Market Committee has to face is the

" absence of co-operation from local bodied which™ stand to gain much after

the stablishment of a refrulated market within their jurisdiction. Mnunicipa~

" lities working in the areas ol the regulated markets have virtually failed to

extend their whole-hearted co-operation to the Market Committes. Tt was
revealed by the members of the Market Cominittecs that the municipalities

" generally treat them as their competitors. They (hink their control over
" traders will cnd in regulated markets, the reason being -that the local tra-

. ders will have direct dealings with the market committees and not with the

Lot

municipalities. Such a feeling of jealousy on the part of local bodies has

* prevented them from extendmg full co-operation o the Market Committee,

- (iv) Similarly, the traders and businessmen have failed to co-operate
with the Market Committees, In spite of several reminders and warnings,

- only onc-fourth of the total traders dculing in the Muzaffarpur rogulated

market has taken licence from the Market Committee for carrying out thier
transactions in agricultural products. Besides, the traders and local Arha-
tivas have objected lo the imposition of fees by the Commitice. In Sasaram

. and Gaya, - the ‘businessmen have failed obijection in the High Court for
- declaring this section: of the Act void. The case is pending im the High .
- Court. The State Government will have (o think over this issue seriously.

Steps have to be taken to remove this lacuna-of the Act. |

_ (v) Lastly, the lack of trained personnel for carrying out the business
of the  Market Committee is also a hurdle in the progress of the reglated
markets in our State, If the Market Committee are to carry . cut the various

: reforms in thé marketing system, an cssential condition is that therc must

be a trained persannel to act as Secretary, President, Treasurer and mem-
bers of the Commmiltee. The Directorate of Marketing of our State Govern-

- ~ment has o scheime-for imparting necessary training to the office bearers

ol the Marketing Committees:  The dificulty which a Market  Committee
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and at placea where the Market Lommntw under the Act is set up. Unless
a proper site is acquired, advantages of regulation would be practically
very little, as the bulk of the trade in agricultural commodities would not
be transacted in that event in the market yard under Lhe close supetvision
of the Market Committee and its staff. It is pretty difficult to control tram=
sactions taking place outside the murket yard, nor would there be afiy ex-
tensive competition amongst.the buyers for the purchase of agricultural
praducts, if dealings are freely permitied in the premises beyond the mar-
ket yard. The normal procedure for the acqisition of land for the markot
" vard is very clumsy and complicated.. Where ever the market committee of.
the selected regulated markets of our State has moved the Government for
acquisition of land, legal objections have been raised by the local trader
and general pubiic. This is the main reason “hy not in a single relgulated

_ market, we find market yard.

(i} Eflicient functlomng of a Market Commitlee would also nccessi-
tate the comstruction of godowns, office-rooms, sales-hall etc.within the
market yard.. These would requir econsiderable financial outlay which an
infant, Market Committee finds it had to incur. The State Government is
helpless to meet the financial nceds of the Market Committee.  But the

. Commiitees ar¢ hardly in a position to mect even their necessary cxpcnses.

(iii) Another difficulty which a Market Committes has to face is the

" absence of co-operation from local bodied whick™ stand to gain much after
 the stablishment of a regulated market within their jurisdiction. Municipa-
lities working in the arcas of the regulated markets have virtually failed to
extend their whole-hearted co-operation to the Market ‘Commiltee. 1t was
revealed by the members of the Market Committees that the municipalities

" generally treat them as their competitors. They think their control over
" traders will end in regulated markets, the rcason being that the local tra-
- ders will have direct dealings with the market committees and not with the
municipalities. Such a feeling of jealousy on the part of local bodies has

" prevented them from extending full co-operation to the Market Commitlee.

- - (iv) Similarly, the traders and businessmen have failed to co-operate

- with the Markel Committees. In spite  of several reminders and warnings,

- only one-fourth of the total traders dealing in the Muzaffarpur regulated
market has taken licence {rom the Market Committes for carrying out thicr
transactions in agricultural products. Besides, the traders and local Arha-
tiyas have objected Lo the imposition of fees by the Committee. In Sasaram

. and Gaya, the businessmen have failed objection in the High Court for

- declaring this section: of the Act void. The case is pending in the High

. Court. Thc State Government will have to think over this issue seriously.
Steps have (o be taken to remove this lacuna-ol the Act.

(v) Lasily, the lack of {rained personnel [or carrying out the busingss
of the Market Committee is also @ hurdle in the progress of the reglated
markets in onr State. If the Market Committee are to carry. oul the various

- reforms in thé marketin £ system, an essential condition is that there mmst
" be a trained persannel to act as Sceretary, President, Treasurer and mem-
bers of the Committee. The Directorate ol Marketing of our State Govern-
~~ment hag no scheine for impartiog necessary training io the oflice bearers
of the Marketing Committees. The dificulty which a Market' Committee



has to face in having trained personnels could be over come if the Depart-
ment of Co-operation is to select proper personnel and get them trained
at the Cooperative Training Institutes which are being run by the Depart-
ment. The services of such trained personnel properly acquainted with the
problems of agricultral marketing may be made available to the Market
Committee on the condition that the cost on account of such officers is
wholly or party met by the Committees concerned. But alas, the Commi-
ttees are themselves in the grip of financial crisis. The_only alternative is
thus the State assitance. In the early stage of my scheme of economic deve-
lopment the initiative must come from the State. It is gralifying to note:
that the Co-operative-Department of the State Government- has taken up
resonsibility to provide the cosoperative marketing societies with trained -
personnel, Similarly it should be the first responsibility of the Director of
Marketing (Agriculture) of the State Government to impart necessary trai-
ning to the selected personnel and office-bearers of the Committee. Thus,
the whole programme of the regulated market depends upon the full co-op-’
- eration of the State Government, local bodies; traders and businessmen and
lastly, the agriculturists. _ :

To conclude, Marketing is a socio-economic institution. It is a natu-
ral-out come of the growth of exchange economy. An efficient marketing
brings an adjustment between production .and consumption on the one
hand and supply and demand on the other. It also helps in discharging the;
functions of distribution with less cost. Disorganised markets act as a great:
hurdle in reducing the level of marketing cost. :

In north Bihar, the primary markets konown as ‘Hats’, “Bazars’ and.
‘Pethiyans’ are completely.  disorganised. We cannot call them markets.
False weights and low prices paid to the agriculturists are the common
features of the village markets.  Secondary markets are also undeveloped
and disorganised. A long chain of middlemen such as ‘Kachha Arhatiyas’,
Pakka Arhatiyas’, ‘Dalas’ and ‘polledas’ operating between the real procu-
cer and the ultimate consumer is a great challenge to the reformers of agri-
cultural marketing. * The State legislation in the field of regulated market
has hot brought any substantial change in the marketing organisation. The.
implementation of the scheme of regulated market is still in its initial stage,
and consequently the achievements of the Marketing Directorate (Agricul-
ture) of the State Government are negligible. = We can hardly come-across
any single regulated market in our State which can favourably be compared
with into counterparts in other states such as Madras, Maharastra and’
Punjab. If the agriculturists are to treat their industry as a gainful business
rather than a way of life, regulation of markiting becomes a  part and per-

cel of agricultural planning.

.
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ing which strengthens the farmers’ position as a seller, .assures him of the
regular trade outlet, and enables him to abtain better prices™.! Further,
individual farmers are in a walk bargaining position as the local merchant
i8 also the money-lender and the marketing system “usually degenerates
into a trmck system that embraces the weuker partner in a complicated
network of indebtedness, obligations and eventvally cconomic exploi-
fation”.? The middlemen are in a better position in respect of bargaining
capacity and the cultivators on the other hand Iack the capacity to bargain
in the present environment of rural marketing, He has no alterpative but
to accept the prices fixed by the traders and how down helplessly hefore
them: Co-operative marketing aims at eliminating the chain of middle-
men operating between producer and the ultimate consumer - and thus to
secure the maximum price for their produce. The situation can only be
rémedied if the farmers sell their output colleclively through their own
wmarketing co-operative, instead of selling individually in local ‘mandis’
Consequently, a co-operative-form of marketing is an attempt at seif-help
to overcome the difficuities arising out of the smallness of operations and
to undertake onc or more functions performed by the middlemen and ather
servicing agencies. “Co-operation is a weapon to being about the correc-
tion of many of these abuses of the private marketing system and in this
sense the benefits of co-operation are given 1o all farmers, whether or not
they become members of co-operatives.2 :

.. The potentialities of co-operztive marketing againist the background
of existing system of marketing structure clearly justify the case for ihe
organisation of rural marketing on the co-operative basis. Co-operative
marketing is, thus, not only an essential adjunct for the success of agricul-
‘tural plan, rather it vctupies a central position in the field of rural rocons-
truction, The sooner the whole sale mandi and rural marketing are
brought under the co-operative fold, the better the result. '

Integrated Credit And Marketing Scheme,

. The present set up and working of rural credit and finance isl the
direct outcome of the main 1'cco‘quend ation of the All India Rural Credit
Survey, popularly known as Committee of Direction. The whole bodv of -
1ts recommendation is based upon three principles :— - ' )

_ (a) Integration between credit and marketing societies, (b) State
patticipation in the share capital and the management expenses of the co-
operative socicties beginning from the primary level to apex instilution and
(¢} Supervision of co-operatives by trained personeel,  Though - these re-
commendations of the Committec are inter-related and so they cannot be
studied in solation, yet we shall be mainly concermed here with the
“Integrated scheme of rural credit” as visualised by the Survey. -The
Committcc was highly influenced by the working and success of the
“secured credit” system working in Salem district of Madras. Tn its o pinion,

“one of the basic reasons for the failure of cn -operative credit and market-
ing societies 1s the absence of close co-operation,  co-ordination and. last]y

1, Report of the Co-operativo Pl'annj;u‘-gr;- Committes { 1964 ) Page.... Bl
2. Raural Progress through Co-operatives; U, N. 0. Newyark; Page.......,.66-67,
3, Aspeets of Eeonomic Development and Poliey; Prof. B. K, Madam, Yage......115.
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integration in their working. Working in isolation, credit co-operatives
as well as marketing co-operatives have failed to achieve their main goal
of movement. Naturally, the Committee of Direction has pointed out
that “Co-operation has failed”. But it rightly avoids the inference that
the path of co-operation can be abandoned. So it says **Co-operation,...
must succed’’é, and has suggested an integrated programme of credit and
marketing co-operatives, fostered and assisted by the State, to help the
agriculturist.

The ‘“inteprated’ aspect of the programme for the development of -
co-operatives in India as recommended by the Commitice of Direction is
the effort link credit and marketing. The credit co-operative is 1o finance
its members on condition that the produce of the member is sold through
the nearest marketing co-operatives. Onc of these marketing . societies ix
to servé a number of credit societies. The oredit co-operatives are to:
arrange for collection and transport of the members’ produce to the marke-
ting societies, The sums due to the members for their produce are to be
paid through the marketing society, which first deduct for outstanding
Ioans. In this way, the inteprated scheme is intended (o ensure recoveries
of Joans for members. The Scheme, as it appears, has a double advantape
i.e. on one sids the cultivators will be relisved of the difficulties: in .markef-:
ing their produce and ou the other hand loans outstanding against-such
agriculturist members will be easily recoversd by the markcting societies.
The Committee has called for a more business-lik€ upproach to pegsant
farming. ‘This is to be achieved by concentrating credit on the prodictive
needs of farm-business. Naturally, the co-operatives are to make advance
to the cultivators as producers of crop { not as owners of land ). The loans,
are to be given on the basis that a crop is anticipated and the ampunts of
the loans are to be related to the estimated outly for raising the ¢rpp. The
recoveries are to be made as and when the crop is sold, from' the procecds’
of the sale. But the success of the “crop loan” system entirely depends
upon the implementation of the integrated credit scheme. The whole
scheme of “integrated credit’” has been claborated by the Committee as
follows : “The system of crop loans cannot be regarded as rcally effective
and complete unless integrated, within the larger system, with co-operative
marketing. ‘There should, therefare, be a close link between primary agri-
cultural credit societies and marketing societics, The- primary society
should finance its member an the condition that the produce of the mem-.
ber is s0ld through the marketing society with which it works in co- -
ordination”.®

We must note that the need for linking of co-operative credit” with
marketing has been recognised for a long time and thus the scheme of
“integrated credit” as evisaged by the Commiltee of Direction i not an
entirely a now innovation. Really, Madras has been pioneer of this scheme,
In Salem district of the Stute (Madras) a system of ‘controlled credit” was
introduced as far as back in 1935. The Co-eperative Planning Committee
(1946) highly appreciated the success of the working of the scheme and
came to the conclusion that the scheme should be introduced throughout
India. '~

T4 Ibid. Bage......432. , o _
5. Xeport of the All India Rural Gredib Survey Vol IT; Page..,., 454,



_socicties should be given production ﬁnan;e on a more liberal scale”.
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Apart from the dcceptance of this scheme by the All India Rural
Credit Survey (1954), the Commiitee on. Co-operative Credit (1958) stro-
ngly commended that there should be a close link between the agricultural
credit society and the marketing society. “The former should finance
members on conditions that their produce is sold through the marketing
saciety with which it works in close co-ordination. -The Primary credit -
saciety should act as the agent of the lalter, assemble the produce of its
members and arrange for its transport to the marketing society, These
arrangements should be introduced throughout the country”.®

The subject 6f “integrated scheme of rural credit” was also considered
in the conference of State Ministers of Co-operation, held in New. Delhi
jn October, 1961 which made the following recommendations: “It was
stressed that the development of co-operative marketing was condition
precedent to the large-scale expension of Co-operative credit envisaged in
the Third Plan. Hence, the need for linking of credit with marketing was
considered paramount. It was agreed that effective measures should be
taken to introduce this linking on an adequate scale and where-ever possi-
ble, suitable incentives should be given. For instance, it might be consi-

dered whether producer-members undertaking sale through marketing
[Tl

Though the scheme under reference was accepted in our State at the
end of the First Five-Year Plan i.e. in 1956, it was put into actual opera-

" tion with the commencement of the Second Five-Year Plan. By the end

of this Plan, 220 primary marketing societies were organised at block level.
(In a few cases, two blocks werc combined together) While publishing the

" blue print of thé Third Five-Year Plan (Bihar) it was clearly mentioned-

that “co-operative marketing isa new experiment in this State and the
existing marketing organisations have yet to gain experience and develop
their business”® Keeping this in view, a small target for the organisation of
50 primary Marketing Socicties during the Third Five-Year Plan Period
was fixed so that greater attention could be paid towards consolidation and
expansion of the activities of the existing marketing societies. By the end
of the Co-operative year 1965 Bihar had 272 primary marketing societies

~popularly known as ““Vyapar Mandal”.

6. Report of the Committee on Co-operative Credit; 1958; Page......25.
7, Poliey circulars (Co-vperative Agriculture) Marketting and Processing Netional
Co-operative Development Corporation, Page......129.



§b

 TABLENO.7 -

Statement showing the aumber 6f primary marketmg mmeﬁeg nrgamscd
in Bihar and their share capital sincs 1955-56 :

-Year. = No. of marketing societies.
1955-56 A (s
1956-57 o - - B4
1957-58 g T 89
1958-59 T . 120
1953-¢0 . 220
1960-61 - 220
1961-62 . 230"
1962-63 : . o234
1963-64 . S 259
1964-(5 272

Source -—Co-Opcratwe Statistics Bihar (1965—66)
. TABLE NO.7.1 '

Statement showing the number of primary. marketmg SGCIE fes &
thclr paid up Caplldl 48 on 30th. June, }965 (Sta[c-mse) '

*(Rs m ]akﬁ )

Sl. ."Statc ...~ No. of pri-- No.,qf pri- Total paid Total Share
No, maty co- mary co-op- up share Govf. cont-
' operative  erafive mar- capital of nbut_lon to
marketing  keting socie- primary co- - the: -~ share

. societies. ties  Statec operative capltalaf the

. _ - participation. Marketing primary mar-

T ' " societies, keting docie-

. tlcs A

. P Andhra Pradesh 235 165 1360.61 ' 60.81 -

-2. Assam 195 126 32.50 25,70+

3. Bihar L 272 272 <6300 - - 56600

4. Gujarat - 276. © 1250 0 . Q0I6R. e 24052,

5. Kerala 74 o510 28,51 s 1767

6. Jammu & Kaghmir 50 43 70,11 S

7. Madhya Pradesh 239 Co204 117:60° -+ 7600

8. Madras 1129 91 - BO4e T RRT s

9. Maharasthra -~ . /385 * - - 304 24948 ., - 182.22.

10. Mysore w245 00 181 26366 232,62

11. Orissa 72 .57 48058 K
. 12. Punjab 174 TO1470 - 6988

13. Rajasthan CoMe - 115 T 4301

14. Uttar Pradesh 199 . 149 . 11485

15. West Bengal 231 113 o 33500 e

16. Union Territories 160 : 38 - 7120003

Source :—Review of Natlonal Co—opcratlvc Dewiopment Corpo-
ration 1965-66.
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The measuring rod of the viability of the society is its total sharc
" capital and membership. Though the quantitative progress of the co-ope-
rative marketing in our State appears satisfactory, yet our qualitative achie-
vement cannot be campared favourably with other States. It is clearly
evident from the table no. 2-7 that states like Andhra, M.P., Maharasthra,
Mysore, U.P. and Gujrat, having less number of primary marketing socie-
‘ties, have got a better base of share capital. By the end of the year 1964-
65, Bihar had 19,338 agricultural eredit societics out of which 12,000 had
been affiliated to the Primary marketing societies., But in Mabarasthra,
18,322 societies had been affiliated out of 20,039 agricultural credit socie-
ties during the same period. :

_ TABLE NO. 7.2
Statement showing the progress of affiliation of agricuftural’ credit
societies to the Primary marketing socicties in Bibar.

Year. No. of agricultural credit No. of credit societies
socictics. affiliated to primary matr-
keting societies.

1961-62 5177

2,733
1962-63 718,043 : 7,219
1963-64 " 19,568 . 12,649
1964-65. 19,338 12,000

Source (—Annual Review of N.C.D.C. for vear 1965-66,

We have already mentioned thal the main goa! of the development
of Co-operative movemenl on the lines suggested by the All India Rural
" Credit Survey was the integration of credit with marketing. If the achie-
vements of primary marketing socictics are cxamined in the back ground of
this scheme, we can [ind that the movement of linking credit and market-
ing has sustained total fuilure in our State. I note with great surprise and
disappointment that by the end of the 30th. June, 1965, the scheme has
:not been put into actual operation. Not even a single ‘society has taken
“up this scheme. There is not even a solilary ce-operative marketing society
 where credit and marketing has been linked in our State. But the States
like Kerala, Madras, U.P. and Maharasthra have made a good progress
under this scheme. Madras had been pioneer of this movement and steel

- hiolds the supreme position in our country.
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TABLE NO. 7.3

Statement showing the value of agricultural produce marketed by.
Co-operatives in Bihar—-Trend of progress.

o (RS- in ]akhg_) R
Year.  Markeling saciéties S ———

Primary.. Central. cane tive sugar * ssing  AE. lotal
supply  factories. socie-. Credit -

_ _ society. ties.  socictics.
1 2 3 4 ' 5 i) 7 8
196162 N. A. - 733.16 — 7055 804.11
1962-63  29.44 - 326.60 - - 81.81 43791
1963-n4 5449 - 480,36 - - 102,10 637.15
1964-65 I0.E0 - 550.75 - - N.A,  601.35

1965-66  93.00

1

1,415.00 - "33.00 1541.00

TABLE NO. 74
Stutement showing the value of relail diflribution of production-
requisites by vo-operatives in rural area (Bihar)-Trend of progress.
( Rs. in lakhs )
Year, Chemical Seeds. Agricultural Other produc- Total produ-

fertilisers. implements. tion requisitcs,  ction requisi-
tes.
1961-62 65.84 9.81 653 S 82.18
1962-63 79.42 15.70 0.92 072 96.76
1963-64 11997  19.87 0.79 115 141.78
1964-65 1:0.45 11.95 0.73 11.25 174.40
1965-66 561.15 1592 30.04 - _ 580.21

. Source :—Review of National Co-Operative Development Corporation for
. the co-operative ycars 1960-61 to 1%65-66.

Kerala holds the second position in implementation of this scheme.
Bihar does not find its name-even though the starl was made in the begi-
nning of the Second Five-Year Plan. It is apparent from the table piven
on the next page that though village credit societies of our State had. been
advancing short-lerm and medium=term loans to agriculturists, for one -
reason of the other, the primary marketing socicties have failed to recover
the amounts of behalf of the village credit societies. * Thus the “infegrated
credit’” scheme is still under the waste-paper-basket box in our State. The
primary marketing societies have been doing the business of pledgmg of
produce, acting as”a sale agent of fortiliser and slockist of food grains.
Thus Bihar has record of the marketing of agriculiural produce on. co-ope-
rative basis but it has failed to touch even tha outer point of the objective
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23
for which thede primary marketing societies have been set up on the reco-
mmendation of the Rural Credit Survey. Amongst the various co-opera-
tive marketing institutions doing the business of marketing, the place of
sugar cane supply societies is striking one in our State.. During the year
1964-63 the value of agricultural produce marketed by co-operatives was

1g the extent of Rs. 601.55 lakhs out of which the sares of the primary

marketing societies and cane growers sodietise oame to Rs. 50.80 lakhs
and Rs. 550.75 lakhs respectively. Similary is the case with the year 196a6.
Qut of Rs. 15.41 crores -which is the total value of agricultural produce
marketed by the co-operative marketing societies in the vear ending
30-6-1966, the cane Growers’ Co-operative Societies have shared -to the

extent of Rs. 14.15 crores and the shares of primary markcling socicties

and primary agricultural credit Societies come to Rs, 0:93 crores and 0.33
crores of rupees respectively. Marketing Societies, thus, present a- very
poor picture in our State. Central marketing societies, co-operative sugar
factories, and processing socicties have failed to find any. place of record

during the pertod under review,

TABLE NO.75

Statement showing the number and operations of retail depots of

\chemical fertiliser run by co-operatives in Bihar (Trend of progress)

(Rs. in lakhs)
Year. No-..of depots. Value of fertiliser sold,
1961-62 129 65.84
1962-63 _ 126 ' 79.42
1963-64 3,129 119.97
1964-65 3,129 - ‘150.45

Source :-N.C.D.C. Review 1964-65.

TABLE NO. 7.6

Statement showing the value of retail distribution of conswiner

articles by co-operatives in rural area of Bihar (Tread of pragress)

(Rs. in lakhs)

~ Year. : Tolal value.
- W61-62 © : , 19.76
. 1962-63 - : 88T
- 196364 ' ' 1026 -
T 1964-65 - T 38,35

) Source --N.C.D.C. Review from 1961-62 to 1.9.64_55_
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Fourthly, there is a false apprehension amotigst the cultivators that
the marketing of their produce through the primary marketing societies
will disclose their financial position before the Government and thus they
would be subjected to agricultural income tax and levy procurement
scheme. Naturally under such psychological atmoshphere, they do not iake
interest in either marketing or pledging their produce throngh the Co-oper-
ative marketing societies. For instance in the case of one Vyapar Mandal
( Paru under Muzaffarpur district ) pledged produce of one member was
seized by the B. D. O., Paru, for the recovery of the Government loan. Any
scheme of rural development requires some incentive in initial stage. Such
type of action on hehalf of the Government officers can only discourage
the movement.

Fifthly, absettce of collecting agents at the village level is also one of
the reasons for retarding the growth of the co-operative marketing in our
Statc. Bither the Manager of the Vyapar Mandal should collect the produce
of the members or the Secretary or any body assigned by the society can
spare himself to carry on this business. When the society fails to collect the
produce at the harvesting season, the total volume of the agricultural
produce marketed by the co-operatives is bound to be poor.

Sixthly, inadequate transport facilities are one of the difficulties for
the development of an efficient marketing system in our State. The villagers
have to bear the cost of trunsporting their produce from the farm to the
godown of the Vyapar Mandal. Under such circumstances, the agriculturists
will hardly feel any enthusiasm to market or pledge their produce with the
primary marketing society. :

Lastly, we must mention that the Scheme, of course, rests on the assu-
mption that the members of the co-opetatives produce crops primarily for
sale. As it happens, the main crops of India and particularly of our State,
specially of North Bihar are food-grains, most of which the” peasant fami-
lies do not sell but retain for their own consumption. A system such as the
Reserve Bank proposed on the recommendation of the Committee of
Direction would work best with growers of perishable cash crops like Sugar

cane and potatoes which require heavy investment and must be sold after,
each harvest,

We may also note that Reserve Bank's scheme did not face up squa-
rely to the credit meeds of the peasamtry for family living. From time to
time, the peasant families must spend on marriages, education, illness,
funerals, journeys, pilgrimages, etc. Ceremonies and festivals are either the
most solemn occasions of life, or occasions for the greatest rejoicing, “The
peasantry can and will do without neither. One of the main points made
in the Rural Credit Survey was that the borrowings of the peasants must
e inderstood as an over all “balancing factor”, Their loans arc a ““bala-
ncing factor” making up the diffeenice between their total current needs
and their current resources”.® - _ ’

In such caviromment, it is the strength of the village money lender
that he is prepared, at heavy cost to the peasant, to play the role of over-
all “balancing factor”. On this crucial ground, the Integrated Credit

9, Ibid; Page—I16.
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+ The statistical picture given above indicates that the Cane Growets’
Co-operative Societies occupy in jmportant position in the co-operative
marketing in our State. The value of the agricultural produce markefed
by the primary marketing societies appears poor in camparizon to the sugar
canc supply societies' of our State. So far the marketing of production.
requisites by co-operatives is conceriied, the pesition of the supply of
chomical fertilisers is the highest in the takle no. 6-7. The supply of seeds
through the marketing co-operatives is apparently poor. It is also
quite clear from the appendix that the value of food grains marketed in
Bihar during the vear 1964-635 is comparatively low in comparision to the
other states, Thus an inference can easily be drawn that the ‘inteprated
marketing is still in its initial stage in which canc marketing societies have .
a good 1ocord of success. However this failure of the scheme may be
attributed w 2 few reasons.

_-Firstly, the originating point of the markcting schemie is village agric-
ultural credit society i. e. Multipurpose Co-operative Society in our State.
But “Co-operatives in Bihar and Orissa have been notoriously weak., The
village co-operatives are not financially sound enough to meet the credit
nceds of the agriculturists. The very base of the scheme is the village credit
socicty which is very weak and when the germinating point is weak, we
cannot hope for strength in futore,”® Under the scheme the initiative must
come through the viltage society to market the produce of agriculturist-
member through the primary marketing society. This only indicates that for
the success of the scheme, we must revitalise the weak societies and make
them a viable one in order to meet the growing credit needs of the
agriculturists. :

Secondly, no step is being taken to get an agreement exccuted by the
members concerned to the eflect that the recovery of the loan advanced by
the village society will be made through the sale of the produce. No doubt,
the Government circular is there but of no use. As the member concerned
is not baund by apy agreement, he is free to dispose of his farmproducts
any-wherc he likes. We think that the very sanctity of the ‘crop loan’ has
been  lost sight of. The village society should only advance loans to any
member against the crop which is intended to be grown with the help of -
the financial assistance extended by the society, -

» Thirdly, Jack of "adequate supply of finance is one of the striking
featurcs of the primary marketing society in our State. Not a single primary
marketing society is financially so sound as can tuke up the business with
a great boldness.  In course of survey, T came to know from the Managers
of the Vyapar Mandals that even the Central Co-operative banks have
failed to meet the financial necds of the primary marketing societies. The
Manager of the Hazipur Primary Marketing Socicty (Vyapar Mandal)
reported Lo me that a sum of Rs. 25,000/- only was sanctioned out of the
indent of Rs, 1,50,000/-only in the year 196566, Sufficient supply of
finance is the first requisife for smooth running of the co-operative market-
ing society. '

8, Agricﬁitural. Co-operatives in India; -A Field Report Dopicl Thorner
Page—0d,
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Scheme, by contrast, offered him-nd campetition.. The Bank’s scheme
madc rather vegue and grudging allowances for subsistence meeds im its
system of crop loams. “Such needs will be automatically covered if the
quantum of crop loans at so much per acte of the particular crop cultiva-
tedis properly fixed for each arew after taking into account all relevant
consideratiofns.””'® We can simply say that one can roughly allocate manure-- -
on a crop aereage basis, but it is not so easy to do so with marriage. The
peasants thus must bow down helplessly before the money lenders who
still occupy a dominant position in the rural credit structure.

_ Unless these occasional necds of our agriculturists are mct by the
village co-operatives they are bound to [all an easy prey 1o the village
woney lenders. For developing rural marketing on co-operative lines, it is
highly essential that institutional arrangements should be made to free the
peasant from the clutches of the modern “Shylocks”. 'Ihis will naturally
widen the area of the success of the co-operative marketing in our State,

To conclude, the organisation of rural marketing on the basis of
co-operative principle has been regarded as an indispensible factor for
agricultural development. No doubt, regulation of agricultural mandis by
state legislation can belp the poor agriculturists by reducing and rational-
ising market chiarges, but the long chaim of middlcmen operating between
the real producer and the ultimate consumer can only be eliminated, when
the whole siructure of -agricultural marketing iz placed on co-operative
lines. Integration beiween marketing and credit is—an essential aspect of
co-operative marketing. Viewing the immense value of co-operative marke-
ting the All Tndia Rural Credit Swvrvey (1954) has recommended the integ-
rated credit scheme.

The success of the whole scheme of rural co-operative marketing
depends upon the success of the Co-operative movement. But Co-operge
tion has miscrably failed in Bihar, The State of Bihar does not find ifg
name along with the other States like Maharasthra, Madras, Kerala, U. P,
and Punjab where co-operative marketing has developed to a great extent,
We do not find in our State (Bihar) any Multipurposc co-operative Society
whete credit and marketing has been linked as visualised and reccommended
by the Committce of Direction. Like the scheme of regulated markets,
the integrated credit scheme has also sustained total failure in our State.
Thus all attempts of the State Government directed towdrds the revitalis-
ation of agricultural marksting have failed to bring any change in the
existing structure of marketing machinery. We can only be proud of the
Cane Growers’ Co-operattve Societies which have a record of success in the
field of co-aperative marketing. But the resson of its success may be attri-
buted to the compulsory channelising of delivery of  canes through the co-
operative sociely where C. G. C. 8., is runining. Naturally, the cane marke-
ting as a Co-operative venture has been boosted rather artificially. So even
the apparently bripht record of C. G. C. 8, in this respect is not a matter
of much congratulalion.

10, Boport of the all India Rural Credit Survey (I954) Vol. IT; Puge—d433.



CHAPTER VHI
~ THE ROLE OF STATE IN AGRICULTURAL MARKETING

The gradual evolution of the Welfare - state from the “Police State”
with the beginning of the twentisth century has increased the State respo-
nsibility in regulating cconomic activitics of the society. This change in
the outlook of the Stale has been responsible for the decay of the “laissez-
faire” and emerggnce of the State Intervention. In recent times the policy
of State intervention has touched every walk of life.  Agriculture being the
chief occupation of most of the under-developed countries, it is State
responsibility to raise this business to a gainful oceupation from a depr-
essed one. It is mainifest that agriculiure cannot be established on a
- remunerative basis by the unaided efloris of the agriculturists themsel-
ves*” 1 State regulation of the marketing ‘operations in the developed
countries, like Great Britain, the U. S. A., Canada, Denmadrk, Australia
and Newzealand has influenced the State policy towards agricultural
marketing in most of the under-developed counirics. It has mow been
accepted by almost all the Governments guided by the Principles of differ-
et ideologies and ‘ism’ that agriculture can not be placed onsound footing
and profitable business vl the State steps in. - ' '

The advent of the {wentieth centvry in the history of the economic
thought is characterised by the decay of the Laissez-faite as an economic
policy. Tillthe c¢nd of the ninelcenth cenlury, the principle of the laissez-
faire dominated state policy and povernments did not lnok with favour
upon a policy of economic intervention. Tt is not possible o mive an exact
-date when the policy of laissezfaire was established. But it is usually sup-
posed ta have been well on its way by the end of the eighteenth contury
when Adam Smijths followers expounded the therories of impersonal inter-
.national price system, and of free trade as the most desirable regulators of
ecanamic action and the promoters of national wealth.  Naturally, we find
that the whole period of the nineteenth century has been dominated by the
policy of “laisscz-fujrc”. This ever-rising policy of laissez-faire Iured
Cobden to prophesy in 1846 that “all civilized nations would very soon
follow great Britain’s example in removing the shackles of trade.”? Under
the working of this principle, the costprice structure was considered to be
the result of the market forces of supply and demand which rcflected the
capacity for production and the copsumption requirements. The automatic
- adjustment of the domestic prices by the forces of demand and supply and
the automalic adjustments of theé international priccs by the mechanism
““of the international gold standard constituted the anchor sheet of the
.economic system, - :

_ But the end of the ninetcenth century marks the end of this policy.
Economic society is not unlike a living organism which grows and functions

1. Report of the Prices Sub-Committes ( 1944 ) Page—l11.
2. Agrieultaral Marketing in India and Abroed, 8. R. Srivastave. T'age—I173,
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by increasing adaptation to an everchanging environment, It is governcd
by the law of action and reaction. Every movement has within it the
sccds of its own decay. There is always constant tide of evolution in
which the old is almost imperceptibly blended with the new one. The rise
of economic control, like that of the system il displaced, emanated from..-
various sources. Palitical philosophers, economic thinkers, the trend of
cconamic and political events, the type of ecanomic and political organi-
sations—z]l joined hands to bring about this revolution, a revolution in the
economic policy. Thus, the tide of individualism, after attaining its high—
water mark in the nipeteenth cenlury, teceded fasi in many countries.
MNaturally, the advent of the twentieth century marks an cmerpence of Stale
intervention in economic activities. '

The Great Depression of the thirties has worked as one of the deter-
minants of the change in the out-look of the State. Al nations of the
world were aflecled by this depression which broupht the evils of mass
unemployment and miserics that shook the foundation stone of the non-
interference policy of the State. While the depression affccted all the
countries in different degrees and intensities, its impact was particularly
- severe on predominantly agricultural countries like India, where because of
the relative scarcity of capital and land, a majority of producers live at or
near subsistence level even in normal times, The social consequences of
mass unemployment and mass poverty were so graye and fraught with so
many cconomic znd political dangers, that it was impossible for the Gover-
nments of the world to stand idly by and wait for natural economic forces
to save the situation. They had lo give up their traditional palicy of non-
intcrvention in order to arrest the fall in prices and to shorten the pericd
and severity ol the depression. The measures taken varicd widely according
to the characteristics of each country’s economy. :

In the modern age, the growing responsibilitics of the welfare States
have been recognised as “Sui-qua-non” for enlarging the area of social
welfare. State intérvention is now no longer looked as a restraint on indiv-
idual activities. Statc regulation of different occupations has become an
archetone of the national policy. Agriculturc being a distinet business
exhibiting some special characteristics, there is a special case for State inte-
rvention in agriculture. Organisation of agricultural ecohomy in modorn
lines can only suceeed when Stafe takes the responsibilities to safe-guard
the interests of poor cultivators arising out in this operation from the farm
to the point when their produce reaches the hands of consumers. It has
lor a long lime been recognised as axiomatic that to ensure the basis of
progress and social justice in the rural community as well as to release the
energies and enlist enthusiasm of all strata of population forsuccess of the -
planned development, one of the foremost as well as one of the toughest
problems ol agricultural planner is that of agricultural organisation™. @

Thus a special case may be advocated for the State Intervention in
the leld of agricultural re-organisation. Various reasons can be advanced
in support of the need for the State interference in the ficld of apriculture.
These reasons may be enumcrated as faollows :—

3. Asperts of Agrienltural Development and poliey, 4, K. Madan, l.’ags—!m.
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Firstly, agriculture is dependent upon the land and the system of
- land revenue and the law of inheritence play 2 significant role in determi-
ning the efficiency of cultivation. Thus the State can influence the pattern
of agricultural operations through these two channels. Secondly. rarming
is regarded as a small-scale industry and in most of the underdeveloped
countries it is carried on the fragmanted pieces of lands. Thus a cultiva-
tor is put to a great difliculty in obtaining proper, adequate and timely
capital for investment in cothpatrison to large-scal¢ business. “When he
wan(s loan, he has no adequate security to offer to the creditors. He is
therefore always in financial difficulties. He has no holding power. His
bargaining ability is poor. ¢ Hence State can help the agriculturists in
many ways by introducing changes in land reforms policy. Finally, the
agricultural prices and farmers profits fluctuate more violently specially in
the short period when supply does not adjust itself to demand. In underd-
eveloped countries, due to the low income of people, the deficit nature of
agriculture and the burden of indebtness, the growét fails to have adequate
purchasing power. This bas resulted in a chronic statc of under-consum-
ption and a low standard of living for the majority of the people. This
state of affairs required large scale assistance by the State for expansion and
improvement in agricultural production and for ensuring a certain degree
of stability and a resonable level of income for the farmers. -Further, the
inelastic nature of agricultural production, its dependence on the vagaries
of nature and the biclogical nature of its economy claim a special casc for
intervention and its assistance. ' ' -

The role of agricultural marketing for increasing the size of market-
able surplus and thus paving the way for rupid industrialisation-in most of
the agricultural countries has drawn the attention of the State for assista-
nce in reducing the costs of marketing. The whole agricultural plan for
its re-organisation and re-vitalisation entirely depends upon the efficiency
of marketing machinery. Thus along with increasing the farms’ efficiency,
the problems of agricultural marketing are now occupying the highest place
in agricultural planning of a nation. In India, the importance of agricu-
ltural marketing was not realised till the publication of the findings of the
Royal Commission on Agricultural (1928 ). While commenting on the
activities of the Provincial Governments in the field of agricultural market-
ing the Commission remarked—*It can not be said that they have been
able to give him ( Producer ) substantial help in securing the best financial
return for his improved quality and his increased out-turn. Fxcept to a
limited extent they have regarded the problems connected with the market-
ing of his product as outside their purview”. 5

The State legislation can help the farmers in obtaining just price for
his produce and in reducing the costs of marketing at various ladders of
our marketing structure and thus creating an orderly marketing. In our
State, the State legislation has influenced the marketing operations through
various channels viz. (i) Strengthening the structure of co-operative marke-
ting. (ii) developing regulated markets, (iii) providing Ware-housing facili-
ties, (iv) bringing uniformity in weights and™ measuress and (v) taking steps
towards standardisation and Grading. The first three developments as a

4. Agricultural Price problems in Indis, B. A. Patil, Page—49-50,
8, Roya! Commission or Agriculture ( 1928 ); Page—382.



90

consequence of the State-policy have -already been examined in previous
.chapters. "We now propose to examine the -State policy towards weights
:and measures, standardisation and grading, Marketing Intelligence and
Crop Insurance. . The porblems of grading, standardisation and marketing
intellgence are well known, *So we contibue our discussion to,..crop
insurance, _ - -

- Crop 7 Insurance

In recent years, agricltural insurance, particularly crop insurance, has
come to be recognised as one of the essential conditions for the efficient
working of the rural credit and marketing system. The natural risk in
agriculture is so great that a scrupulous lender not:only examines, carefully
the conditions existing: at the time of lending, but -also estimates probable
future happenings and will try to protect himsaIf accordingly. “Every appli-
cation for loan:needs to be judged in the light-of what is likely fo occur
during the entire period covered by the loan, A rosy picture on the day

- the loan is made: may be a dark one on the day the loan is due.”® But no
device which the most conservative lender may utilise can give -that meas-

-ure of security or safe-guard which agricultural insurance is capable of
-affording.”

Agricultural insurance is designed (o safe-guard the material interests
of the farmer by compensating him for his Josses. while at the same time
adding to the security offered by the borrower for the repayment of his

“loans. The farmer cultivates his crops with high hopes of being adequately
rewarded for his- efforts. He sees in the future a rich. harvest and.fair
-prices, : But some catestrophies like drought, floods or disease may occur
and:the farmer may fail to realise his hopes. In the event of crop failure,
‘the agriculturist in the absence of reserves, if he needs funds, has'to resent
to-borrowing or he may have to solicit public or private relief. At such
‘times :the cost of borrowing more often than not is high. Agricultural
Ainsurance eliminates the financial uncertainty that haunts the farmer in
- times of*stress. It gives him a certain amount of financial security. It has
been rightly observed by the Congress A grarian Reforms Committee .that
“while the guarantee of fair price will assure fair income to the agriculturist *
-in times of depression, there should be some device by which the cultiva-
-tors could be protected against the hazards of drought, floods, hail, fire
excessive rainfall, winds, plant disease and inscctpests. This is possible
‘only-through a scheme of state subsidised crop insurance.”? -

In many couniries of the world, particularly in Europe and America,
agricultural insurance is available to farmers from stock . or mutual
(societies) companies. The Agricultural Insurance Institute in Greece vnder-
takes direct insurance against hail and frost as , also Te-insurance of local
~agricultural “association and mutual. societies and unions. It indernni-
“fies up to 30 percent of the valuc. of the crops insured. Tt is
subsidised by “the Government, in additien to the .share it receives from
-the export levy on certain types of produce.- In Tunisia, where the

6. Agricultursl Finance, Willing C. Murray, Page,........62

7. Report of the Congress Agrarian Reforms Cammitteo. {1e45) 8, P, C, I’éga..‘153.
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Government has organised a system of insurance against hail in conjunction
with Jucal Provident Socicties, insurunce has been made compulsory by
law. Mutuoal or co-operative agricultural insurance is very highly developed .
in France, North Africa and latavia. The commercis] companies in these
countries operatc side by side with mutual sceicties. These societies are
subsidised by the State which exercises control aver them, The societies
in France are also helped by the Wational Bank of Agricultursl Credif.
In Germany, private companics as well as public institutions undertake
hail insurance. In the U. 3. A. Mutual Property Insurance Companics
provide insurance against wind, storm and haii.

Economic of Crop Imsprance

1nsurance is a protection against myriad risks which are inhercnt in
every walk of buman life but which cannot be predictably controlled. Tt
has much social significance. Crops are subject to many hazards. Tradition-
ally, Tndian agriculture has been 4 gamble in the monsoon. Besides the
main hazards of uncertain, inadequate and wunpredictable rains. there are
many other risks like, fire rodents and pests, frost and  inclement weather
to which the crops, whether cash erops of ofser-wise are subject. The
problems arc accentuated considerably by the fact thut the farmer has not
as yet completely eschewed outmoded belief and antiguated practices, The
economic condition of cur farmer whe is involuntarily saddied with many
social obligations, is weak and precarious. A single year of ruined.crops
will mean a complete catasirophe for him which he can seldom survive.
It i3 to puard him against these risks that the scheme of crops insurance
assumes and added signilicagce. Now, lor any scheme of insurance {o be
successful, it is imperalive that the risks undertaken must be clearly and
unambignously brought out in the policy iiseif. To lend it credence, we
will need a large quantity of scientific and statistical data. This aspect is
particularly important in this type of insurance. “Described eloquently as
the Magnacharta of Indian agricolturists it will be the harbinger of
progress and prosperity of the farmer who feels virtually suffocated in his
present plight. Though a belated realisatiom, the Scheme is bound to
have a great impact on our economy in duc course and would help in
leading to scif-reliance in food®,”

Crop Insurance And Government Policy

Our agriculiure has suffered much from the vicissitudes of nature
not only because of crop and live-stock losses, but zlso becausc these
losses very often make it impossible for farmers to meet even the interest
charges on their loans. Crop failures occure in some parts of the country
every year, The unpreccdented drouvght of Bibar and Eastern part of
U. . in the year 1966-67 will be rernembered for all times to come. Hence,
farmers must have prolection aguainst them, more so now that our foo
problem has become grave and the mation is fighting to preserve its lifé’
and freedom. The agricultural front must be strengthiened with ‘the help
of a crop insurance scheme. The importance of guaranteed returns to
cultivators mast not be belittled.*With an assurance of a reisonable return
the cultivators will turn te their production programmes with preéater
confidence. ' T

8. [Eeonomios Review (A,1.0.C.) Val. 18, Ko, 18, Murch, 1, 1847,
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Prices for agricultural commodities to-day are relatively high; they
will probably stay high for some more years to come. But prices, as
every cultivater knasw, means nothing to him whose crop is destroved by
unavoidable couses. Indeed the higher the price, the greater his loss
through crop failure and with each crop failure he suffers the risk of being
thrown away from the rank of solvent cultivators ta swell those of the
paupers. The farmers, faced with the problem of accumulated dcbts and a
miserably low standard of living, are compelled (o find other means of
livelibood in the event of a crop loss. Agriculture suffers as a consequence
of such migralory movements. The farmer finds it difficut to continue his
occupation owing to the lack of financial security. Against ail risks, crop
insurance is designed to give the farmer security of income and yield. The
first countrywide cxperiment for providing all-risk crop inmsurance to far-
mers was made in the U. S. A, in 1938, And to-day it stands as a monu-

mental illustration of Government policy in the agricultural field for other
countries to emulate, :

The Scheme of the crop insurance in India was first of all discussed
by the Co-operative Planning Committee (1946) in the following words :—
“Crop Insurance in india in the present circumstances appears, in our
opinion, beyond the scope of privatc agencies or co-operative orgnisation,
firstly because of the lack of reliable statistical dala and secondly because
of the inability of the peasantry Lo bear the incidefice of its cost. At the
same time, we believe that some scheme will have to be devised in course of
time to protect agricultural classes.”® The Committec’s suggestions were
endorsed by the Registrar’s Conference of 1947. The preparatory Asian
Regional Confercnce (1947) convened in New Delhi stressed the necessity
of affordlng income security to cultivators snd recommended crop and
cattle insurance for immediate consideration of the Government. ’

In pursuance of these suggestions Mr. G. S. Priolkar was appointed
by the Central Government in 1948 to investigate the problems of ctop and
cattle insurance in India, In this report submitted to the Government of
India in 1949, Mr. Priolkar indicated a line of approach to the subject in
Indian conditions and recommended all-risk crop-insurance for protecting
~ cultivators aguainst all crop hazards beyond the control,of the vninsured.

His proposed plan for Crop Tnsurance was broadly based on the U. S. A.
Scheme of the Fedoral Crop [nsurance Corporation set up under the
Agricultural Adjustments Act of 1938. As yet,” however, no serious

altention uppears to have been given by the Government to any of these
proposals, o .

As the cenire is disinterested with regaid to- the introduction of crop
insurance scheme on nation-wide scale, it is the duty of the State Govern-
ment to approach she Centre with a proposal of this scheme prepared and
drafted by the Department of Agricultural in consultation with the depart-
ments of Planning, Animal Husbandry and Co-operatton. The Scheme -
should be introduced on experimental basis in the pilot projects Areas of
Package Programme. Recently, the State Government of Punjab announ-
ced its decision for introducing Crop Insurance in the State.

8, Reporb of the Co-operative Planning Committes {1946) PugeL52-33,
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Some Factors to he Taken Tnto Consideration

Should we contemplatc compulsion for insurance of his ¢rops by the
farmer ? or should a standard be set alter taking into account the faclors
like acreage, annual vield, nature of crops, general topography of the
region cte, ? Admittedly, the scheme can be most effective in regard to bige
and mechanised farms. This qucstion is of paramount signilicance if tha
experience of co-operative farming is of any indication. Allied to it i
the technical probtem of premium determination. Can we  fix uniforms
rates of premium for every part of the country ? or will they vary with the
nature of crops and topography of the regions. Premium rates should not
he prohibitive. Tt is equally important thal the scheme be launched on
all India basis. The fact that the scheme covers the entire couatry, will
make the application of the cardinal principle of “Inortia of large members
effective which explains the national basis of the scienee of insurance™.
Basides this, many technicalitics of the Insurance business should be
¢nquiree into before the [ormal lauvnching of the scheme on a national
scale. '

Crop Insurance can prove a boom to our agricutlure which is now
in the doldrums. The agricultural sector of North Bihar is mot an excep-
tion to this broad generalisatiorn. In predominantly agricultural economy
it is a nceessary concomitant of any development plan. Two distinct adva-
ntages will accruc. A sence of security in times of disaster will keep the
wheels in groove and lead to greater progress and prosperity of the farmer.
Agriculture will come to acquire the complexion of an industry. Present
condition is most of the states like Bihar, U, P., M. P. and Orissa have
demonstrated that the lack of purchasing power with-the farmers has been
largely responsible for the pitiable situation. Under the circyumstances of
dire necessity resulting Irom tbe [ailure of crops, the farmers are compelled
to sell their cattle und implements which places them in a vitious circle. -
This can be broken by insuring their craps, '

e —



CHAPTER IX.

THE NEED FOR PRICE STABILISATION IN
AGRICULTURAL MARKET,

Stabilisation of agricultural prices in the background of stability of
general price level has been recognised as one of the most important pro-
grammes of the re-organisation of agricultural economy. Any wide fluctua-
tion in the general price level is not only injurious to the society as a
whole, it also distorts the implementation of economic planning. The im-
portance of stabilisation of agricultural prices and farmer’s income hardly
need any emphasis specially in agricultural countries like ours. *“For ensu-
ring a stable price level, the agriculiural sector holds the key. This is not
only because agriculture provides the raw materials for industrial develop-
ment, but also because food-grains constitute mor than 350 percent of the
consumption expenditure of the majority of the population.””! A sharp
movement in the prices of agricuitural commodities either in the upward
or downward direction is the primary factor contributing to the instability
of farmers’ income. Thus fluctvativas of wide range in the prices of agri-
cultural commodities bring instability in the purchasing power of the agri-
culturist class. Though in secondary industries a risc in prices is marked
by an increase in the total velume of out-put, yet the same is not true in
agriculture. The biological character of agricultural production and its de-
pendence on the vagaries of monsoon and weather coditions cause inelas-
ticity in its supply. The basic truth is that the agricultural prices hold the
industrial price.

The evils of rise in prices of food articles are responsible for the
rising unrest in the industrial sector. It is also injurious to industrial peace,
As the labour-class has to spend a major portion of their-incom on the
consumption of food stuffs, any tendency towards rise in prices of food-
grains is generally characierised by the clamour for higher wages, strikes
and lock-outs. We have examples of Red China, where as a comsequence
the Communist captured the Government in the year 1947. The increase
in the wage-rates is reflected in the rise of the cost of production. Thus a
vicious circle is created in economy. The whole industrial sector is disto-
red as a consequence of rise in the prices of agricultural commodities, spe-
cially of foodgrains. The path of rapid industrialisation becomes difficult
in absence of stabilisation of agricultural prices. “The strains and stresses
of a growing economy cannot but continue {o be reflected in the various
types of price disparities that exist; special measures will, there fore, be
necessary for keeping such disparitics within reasonable bounds.”?

1. Price Policy & Econamic Growth : Institute of Applied Economic Research,
2, Report of the price Sub-Committee; 1057, Pags,.....75.
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The hardships and miseries of the agriculturist class a¢ a whole are
- more pronounced and acute during the period of falling prices of farm-
products, The farmers show their ipability to respond to a change in the
price of agricultural commodities. ~ As a general proposition of econamics,
we find that out-put changes as there is a changc in the price of the
. gommodity, A rise in the. price level stimulates the manufactures and
..thus there-is an -increase .in the out-put. Similary, when there is'a fall in
the prices, -a coresponding fall in the out-put is also marked. -But the
. same generalisation does: not hold .goed in the  field of agriculture.
- Agriculture-as an industry-presents peculiar features which are not found in
manufacturing industry. . The reason why farmers exhibit reluctance to
. adjust their supply to changing prices is that the supply of various [actars
of production is itself highly inelastic i. e. the supply of the various agents
of productien is not responsive to the chavges in the prices of agricultural
. produce. The -whole analysis- of the elfcet of rise and Fall in agricultural
- prices indicates that the agricuiturisis are the worst sulferers during
inflationary -as wecll- as deflationary period. Any attempt to arrest the
. fNluctuations in the prices of farm products can: benefit the agriculturists to
a great extent. The stabilisation ol agricultural income is more important
than the stabilisation of agricullural prices. If is rightly mantaincd that
“what is important is not so much stabilisation of prices of the agricultn-
ral commaodities as a policy of stabilisation of incomes of farmers” families
at a teasonable level.”®

In our marketing structure, the producers and consumears are at two
extreme points.  Agriculturists are more interested in realising the maxzis
mum price of their yield where as the consumers are keen an giving mini-
mum price. A-violent fluctuation in these prices adversely affects the agris
cultural producitivity,  There for a sound agricultural price policy should
aim not only al increased production but also assure the [armer of a remu-
ntrative price enabling him to maintain a decent standard of living and
at the same time, #t should not undermine the interest of consumers,
If our cultivaiors remain uncertin about the prices of their commoditics in
future, they will always be in darkness about future investment in the land.
We must fully agree with the views expressed by the Krishnachari Commi-
ttee on Agricultural Prices (1943) that “all the other measures combined
will not succeed in attaining the objectives of raising agricultural producti~
vily and out-put unjess the producer is guaramiced a remunerative price
for his produce.”* Thus the question of stabilisation of agricultural prices
is the heart of agricultural plan which aims at ana re-organisation of this
primary industry.

In short, we can say that stabilisation of agrienftural prices will not
only introduce an element of stability in agticulture but will also produce
stability in other spheres of economic life and will assist in securing general
rise in national income, The maintenance of the income of the agriculturist
at a satisfactory leval will provide a large home market for the products of
our industries and incourage their development. It will make the revenues

3, Btudies in Rural Eeonomy, Dr. B. V. Bao. Page...... 189,
4. Report of the Trices Buh-Commities, 1945, Page......... 19.
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of State Governments miore stable because of its direct effects on land reve-
nue and water charge and its indirect effects on the yield of the other sou-
rces of revenue. ' '

The method of buffer-stock-organisation is one of the {echniques of
price stabilisation of agricultural commodities. Defferent measures can be
adopled for creating the buffer-stock-reserves. For instance, the Government
of Bihar has chbosen ihe method of monopoly purchase and the systcm of
levy on agriculturists and ricc mills. But the mcthed of monopoly purchase
had tfo be withdrawn as a result of sericus crilicisms and cracks in the
constituent parties of the United Front Ministry of our State. At present
it is only the method of levy which is in existence in our State. But the
method of levy is also open to various defects, which have restricted the
achievement of the objective of the Scheme. The Scheme of the State Tra-
ding in Food grains is stifl under consideration of the State Government,”
Naturally, (he issue of the stabilisation of agricultural prices in our State
has not been given serious thought as yet. The whole Scheme of monapoly
purchase and the system of levy have to be examined inthe back ground
of our past expericnces.

—————
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