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Note: A mathematical model with a more

precise analysis is available for the interested

reader by writing to the author and would

soon be published in a standard journal.
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Amit Bhaduri

DEVELOPMENT BY

DISPOSSESSION*

One of the main reasons for my

coming to National Institute of Rural

Development and Panchayati Raj

(NIRD&PR) is, of course, Kailash Sarap

who is an old student of mine and we

have kept in touch on and off,  as  also

Shri Sankaran. When he said he was

inviting from Sankaran Chair, I said I

would definitely come. I did not know

Shri S. R. Sankaran well personally, but it

is quite clear that he was a very special

kind of person. The second reason is,

although Prof. Saraf said, I am mostly

known for my rather formal academic

work, this is not quite true in terms of

my interest, because my interest always

has been society, not even economics.

Most of the time, I have tried to

understand society’s  problems  actually

at  ground  level, travelling and talking

to persons. And I have done it twice in

my life, once in the context of rural credit

and related problems during the 1970’s

and the other time recently, in the

context of land acquisition particularly

that is going on during last 10 to 12 years.

Most of the real life problems are not

problems in economics, not problems in

politics, not problems in sociology; but

they are an intersection set of everything

put together. Now this is the problem of

land acquisition. This is a problem of how

you deal with natural resources and

growth in this country; how you deal

with various marginalized groups in this

country; how you deal with women’s

questions in this country; and how you

deal with linguistic divisions in this

country. But many of these dimensions I

was not aware of. I don’t think anybody

would be aware of by reading books. I

think you simply become aware of real

life problems by travelling to different

parts of the country. Some of this I

originally thought I would try to put

together in a short note/paper, a diary-

like in my earlier book as well. I never

thought of writing a paper, because my

clarity was much less and now also I

realize, in many ways, I am not very clear,

but gradually I realize, a picture emerges

in my mind, which many of us know, but

many of us don’t either know it fully or

do not want to say it openly, I do know

what it is. Either there is a conspiracy of

silence about the obvious among

academics or, there is a certain kind of

vested interest. So, this is a paper on

* Public Lecture, given at S. R. Sankaran Chair (Rural Labour), National Institute

of Rural Development and Panchayati Raj (NIRD&PR), Rajendranagar, Hyderabad.
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development by dispossession, a term I

have used. Development by

dispossession is basically, as the term

suggests, dispossessing the poor to

develop the country in a certain way. It

is a story with various links. It is not

related to just one particular academic

discipline, for it cannot be. Now let me

start from something and this is the only

part which might sound a little bit

technical, but I think it is necessary.

Basically you can think of an

economy as a very large system of

interconnected production, that is not

only market in terms of exchange, but

also interconnected production. You

require steel to produce coal; you

require coal to produce steel. Some

other product requires something else.

You require bauxite to produce energy

and, energy to produce bauxite. Thus,

there is a tremendous amount of

interconnected simultaneity. Now this,

among economists, is known as input-

output analysis and, can be expressed in

simplified mathematical terms. When

done, it becomes a very large

simultaneous system, but this is where

the story starts and though not

discussed in this paper, it is there on the

back of my mind.

If you think of an economy as coal

producing steel, steel producing coal,

railways taking transport, and put them

all in a complex as a break form. Some

two things do not fit in are what

economists, and biologists and what

everybody else call the primary input.

That is, the natural resources like land,

labour, water and land based natural

resources. I am leaving out the sky based

natural resources, since they are too

modern for me. All these natural

resources including labour constitute the

primary inputs. If you take out all the

complexities of the internal system there

still exists a relationship between the

two primary input components i.e., land

and labour. Capital is not one of them,

because it is produced by the people.

Now let us come to the main part

of the story. Suppose there is a natural

part of the economy. Let me take a very

simple arithmetical example where you

do not have to be anything - economists,

mathematicians, sociologists, historians

- to talk about. Suppose there are 10

people employed in this natural

economy as simple agricultural workers,

earning their livelihood.

Suppose these 10 people produce

two units of output each. That means 10

people produce 20 units of output. You

decide to displace these people and now

we have displaced them and destroyed

their livelihood and, in turn, we destroy

20 units of output. Against this, you take

these people out and, out of them you

give employment to some in a modern

industry.  In simple terms, you call it the

corporate sector, which is a large

organized sector. You are taking away 10

people’s livelihood and have employed

only four people. We all know that some

people will find employment when they

are displaced and the rest will not. Now

2 Amit Bhaduri
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comes the first thing which you may not

have quite thought of it in this way.

These four people, who are given

employment in the corporate sector,

have a much higher productivity. In some

other papers, not only me, but also

others, who have worked in this area, say

about this. You see, if you take modern

industry, it produces much more than

what you produce in agriculture at

current prices. TATAs, to give you one of

my favourite examples, between 1993

and 2003, because I have studied the

Singur case very closely. Tata steel

increased its value of output by five

times in a decade. This is not my

statistics, but given by Financial Times,

London statistics for a consultant. They

reduced the number of workers by half.

So, in effect, in 10 years, they have

increased their output by 10 times i.e.,

1000%. Now this kind of productivity

growth is what you can achieve if you

could transfer people from a very

backward nature of agriculture with a

low productivity to a highly organised

modern sector. This is what Prime

Ministers and many of state Chief

Ministers would all say that, for growth,

we require this kind of labour transfer,

and it is not untrue because, this kind of

labour transfer will increase output

tremendously.

If we go back to the example, only

with four people, you lose 20 units of

output, but even if you are producing

only 3 times more, which is much less

than the average of the corporate sector,

in the whole organized industrial sector,

you are producing six units of output.

You employ four people now in the

corporate sector, not 10. You are taking

away 10 people’s livelihood and have

employed four people. What do you get?

4 x 6 = 24, so you lost 20 and got back

24, you get a growth rate of 20%. This is

what the story of growth with

unemployment in a nutshell is all about.

I mean you can have an enormous

statistics base, but unless you know the

fundamentals, you do not know what

you are looking for.

The story can be enriched with real

statistics, but you have to know what the

basic is. Basically, what you do is, you

take out a number of people and give

jobs to only a fraction of them, yet they

produce much more. So you have a fair

output growth, but there is a

simultaneous deterioration in the

employment situation, so far as only this

example is concerned. And this is the

story of jobless growth. This is not only

the story of India but also of China and

to some extent, of Brazil. This is the story

also, to some extent, of Europe today,

i.e. whether you have high or low growth

rate, you witness some growth in output

but virtually with no growth in jobs. The

economic connection that economists

are used to automatically think of  does

not exist  any longer and it exists much

less if you have displacement and taking

away people from their original less

productive occupations!

SRSC Public Lecture Series No. 1 3
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Although many questions arise, I

will deal here only with two questions.

One is what happens to those people

who do not find jobs after they are

displaced. And the second is to increase

productivity, you not only need people

to be employed in modern industry, but

also you require various other inputs for

production which you do not require in

simple agriculture. Even to produce a

cup of coffee, if you go to a Mall, with

coffee comes air conditioning, filtered

water, plastic cup, electricity. And this

you can calculate its economics. One of

the great achievements of Leontief as an

economist, was precisely producing a

computable scheme for explaining

directly and indirectly how much of

various  inputs are going into the

production of such a cup of coffee. And

this is how we make a cup of coffee so

much more expensive in a Mall with

various indirect inputs as compared to

what we have in a street side dhaba in

terms of input use. And when you have

it in country side or village dhaba/shop,

it can cost you much less, because it is

mostly from nature. So you not only have

unemployment, but also a second

problem. And this is a problem on the

implications of which, I have been

working on with a biologist, Madhav

Gadgil, for the last few years. We

together have tried to see how much of

economics and biology, i.e. artificial

production and its support from nature

can fit in a story of sustainable growth.

Thus you have the other problem i.e. you

have to have the required natural

resources to support the corporate

sector’s enormous productivity. From

this arise two basic problems which the

Indian economy may have to grapple

with in various forms and I hasten to add

here, I would say very soon, Indian

politics and ordinary Indians would face.

And these two problems are: first you

create output, but you do not create

enough employment. But actually in this

particular example, in the context of

displacement, you create

unemployment because, only a few

people can get absorbed again. Others

have to find employment in some other

way. The second thing is, they produce

more output that requires more natural

resources, the reason being that they are

highly natural resource-intensive

industries and so on. And, very often,

superficially, you cannot see much

deeper. For example, once I was asked

to give a lecture to an audience

constituting of industrial workers. I was

asked how are you saying this professor?

This is not true. Look at these high rise

apartments, they occupy so little space

and so little land is needed, yet they

accommodate so many people. On the

other hand, look at villages, places where

there are mines, or the place I (i.e. the

concerned industrial worker) come from

that is, Bihar, so much space is required

to accommodate a few people. What

one forgets here is that each high rise

building requires electricity, water, steel,

iron and other inputs. If you calculate the

chain of costs, you will see that it works

out to much more. I do not know if

4 Amit Bhaduri
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anybody has calculated it for Indian

Cities. I have only one calculation done

for one city, that is, New York and the

calculation says that for each unit of land

New York City takes on an average, in

different parts, close to 15000 units of

land in United State of America. That

land has to be acquired. Now, New York

is a much more mechanized city than any

typical Indian city, but really not very

much more mechanized than cities like

Hyderabad and others. So to develop

each acre of Hyderabad City properly,

you can imagine what its impact can be

on the countryside in terms of land

acquired. This is the natural resource

problem we create. But there is a much

more serious source of the natural

resource problem that we create in the

context of developing cities. For

instance, as part of transport service,

Delhi has Metro Rail. Just imagine its

natural resource content that makes it

work. So you are confronted with these

two imbalances. One is unemployment

and the other is pressure on natural

resources related to the inter-related

problems of development and

urbanization. Here, what we need to do

is to see whether it is possible to put

these two together and find a situation

in which there is a natural resource

balance (not a long term ecological

balance) rather a simple natural resource

balance in terms of demand and supply.

This is my simpler way of dealing with

the problem.  Also employment balance

in that what happens to those people

who do not find employment post-

displacement and what happens to the

natural resource imbalance. Now,

whether an equilibrium of this sort can

necessarily exist or not is a slightly formal

question, so we leave that out.

Basically, what one can see and

what one might not have seen based on

one’s common sense is that there is an

obvious connection between natural

resource balance and employment

balance. But we do not always see it.

Those who do not find employment in

an organized industry, if you look at

Indian statistics must find employment

in two ways. Some find employment in

the broader category of informal sector.

If you travel in countryside in India,

particularly outside the big cities, you

can see something that has changed.

One of the dramatic changes which you

will see as I have seen while travelling to

Jharkhand, West Bengal and other parts

of Odisha over many years, is that

emergence of non-agricultural livelihood

options. This is in the context of

agricultural sector. People who cannot

leave their villages make a living on the

margin because, they cannot do

anything else. They have lost their land

and/or the land cannot be improved

because, the land has been taken away

either for real estate, industry,

infrastructure or something else. And

you see them selling tickets in the black

market near Cinema halls, but these

cinema halls and the paraphernalia

provide them some employment. Some

people sell peanuts or something else in

SRSC Public Lecture Series No. 1 5
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the morning. Many of them used to have

land. All these examples which I am

giving are real life examples. And in the

worst cases, they are seen just breaking

stones for laying roads which itself

facilitates exploitation of natural

resources, something which I saw

especially in Kalinganagar in Odisha. So

everywhere you have people engaged in

all kinds of employment in villages and

also in cities. In cities, the informal

employment, becomes very central to

our politics.

People come to cities because

their land has been lost or for other

reasons, like population growth etc.

Most of them do not have proper places

to stay, do not have jobs to do, so where

do they stay? They stay in shanty towns.

Now, what is this shanty town? They are

illegal. If you visit slums in our cities, you

will usually not find proper connection

to water and electricity. But there are

many of them have illegal connections

of water and electricity. And if they are

planning to set up some small factory,

for that too they have to have illegal

connections. From their point of view,

this is how they earn their livelihood and,

of course, they have to earn their

livelihood. However, from our point of

view, this is a continuous deterioration

in the quality of city life. But there is

something deeper involved in this. We

are creating a whole class of illegal

citizens who live on the border between

legality and illegality. And they have to

do it because they cannot do anything

else, as they do not have jobs and if they

were to pay for water, electricity etc.,

they would not survive. And every time

you see political parties come to power,

a promise they make is legalization these

facilities. This is a standard thing and

here comes the first generation of

political change. It is not very advisable

to mention names here, but actually you

can mention by name politicians who

become service providers. Some of them

who are in some government jobs, high

or low, and many of them are with

corporations either in job or sitting

outside the corporation to help these

people get water or electricity

connections regularized. And if they do

it successfully, they themselves become

political leaders. There is one

Maharashtra Chief Minister who rose to

fame and I know his career exactly, this

was the process he went through. And

this process is seen in many other states

including Delhi irrespective of the

particular party colour. This ‘ illegal’

population emerges when you take away

their land without providing them

proper employment and what is more

disturbing is the politics involved in it.

There is one question at least

which might arise in your mind that if in

the above example 10 people are

displaced, then why are only 4 people

employed? And if you go to any big

American university, they would say that

resources move from one sector to

another seemlessly and as a result, all

people find employment in the

6 Amit Bhaduri
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corporate sector. Many politicians also

say the same thing. However, what they

forget is the obvious thing that why only

four people are able to find employment,

and not all 10. If 10 people could find

employment they would have produced

60 units of output in the above example,

and then you would have been able to

manage natural resources for 60 units

through land acquisition, but even that

resource prloblem is a secondary matter.

The binding constraint usually is, you

would not have been able to sell your

product. I once tried to explain this some

years ago to Montek Singh Alhuwalia,

Vice Chairman, Planning Commission,

Government of India. He told me that

you can sell it abroad. If you look at the

statistics, it becomes clear that India

buys foreign product continuously more

from outside than it sells. So imports are

more than exports. The result is that

external market does not work to create

demand. It does not work sufficiently for

even China these days. And India is the

last place where one can expect to sell

enough products for full employment

through export surplus in foreseeable

future.

Second and perhaps more

important is the lack of a sense of history

in claiming that full employment is

obtainable quickly through corporate

expansion. Think of the number of years

it took for England to industrialize

collecting resources from colonies. That

is, almost 100 years on a conservative

estimate, plus-minus 10 years while in

the case of America, it was about 80

years. You have similar kind of time span

taken by Germany which was an

industrialized country before it was

destroyed during the World Wars. The

reallocation of labour even in the most

successful cases takes a lot of time. And

in a country like India, if you take people

out of agriculture and put them in

industry, it will certainly take several

decades if not a century. Now two

questions are very important. First, how

do these people or generations live in the

meantime? They live as an illegal section

of marginalised population as I have

already pointed out. But more

importantly even if they somehow

manage to live, many of them actually

die out a slow death in poorer places like

Odisha. Here you have the other side,

the dark side of industrialization which

is equally important. How the

dispossessed people manage during this

interim period when we are in the

process of industrialization, when they

could find no employment or be

absorbed in the industry. Going by my

experience related to Singur, Nandigram,

Posco and Dantewada district of

Chhattisgarh and many others in India

in recent years, it simply does not work.

I do not know what the government has

been inflicting a version of state

terrorism consciously or unconsciously.

Yet they have options seldom talked

about by any political party. One of the

things they could do or could have used

as a guide line for strategy is something

very simple. You see, this country does

SRSC Public Lecture Series No. 1 7
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not have a tremendous external market.

You know 70% of the people in this

country live with, according to one set

of statistics, with less than Rs. 20 per day

or around that figure. You have a large

number of people, but you do not have

such a vast market. And even less, you

do not have a market which can cater to

corporate goods, which are

sophisticated ones, because the poor

people will rather have a bicycle or a

motor bike than a car because it is still

quite far away for most people in terms

of purchasing power. So, how do you

manage a country like this? And there is

a little bit of comparative economics

here. You give subsidy to industry, which

all countries have done and small

countries like Singapore, have

successfully done it while big countries

like Brazil, have not been so successful

in their earlier history. But in India, you

give, very approximately speaking,

various lavish tax breaks and subsidies.

On the whole, industry has received,

over a period of last 15-18 years, an

average of 2.2 million crore rupees. What

you give, roughly speaking, as subsidies

to the poor, including the National

Employment Guarantee Scheme, taken

together amount to 2.1 million crore.

This is the traditional Indian way and

even radical economists say that the

government gives too much subsidy to

the corporate sector, which is true.

Actually the game has changed

dramatically from about early or mid

1990s. The official line became very clear

that not only this subsidy to corporate

sector, internationalization of market will

do the trick. However soon it was

decided that we can give a much

stronger and different kind of subsidy

with land and natural resources. And I

must add this has little to do with Indian

version of capitalism. Actually China did

it more effectively because it has a one

party system.

But India actually started on the

subsidy regime of natural resources for

corporations rather recently, but without

disciplining the subsidised corporations.

Although statistics are not available,

I have only one set of statistics with me

given by a person who travelled with me

in the Narmada area. He has published

some statistics on which he was working

and he says it is something like 45-60%

of the total area acquired actually used

ever by industry. My own impression of

Jharkhand is similar. The land has been

acquired but almost nothing has been

used from the time of Mr. Madhu Koda.

Similarly, if you forget about POSCO and

think of the interior regions in respect

of Odisha, almost nothing concrete has

emerged though the land has been

acquired. You see, there is something

peculiar going on here. You acquire land,

but you realize that you cannot set up

an industry, because there is not enough

demand at home (as only 4 people can

be employed and not 10 in the above

example). So what do you do? You say

we will give you everything you want,

that is, we will give you land, free

8 Amit Bhaduri
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electricity, free water etc., to set up an

industry. And now the latest thing is that

you make states compete one against

the other in a race to the bottom. If you

go to the Chamber of Commerce and you

will hear that they will go to a state only

if they have the best facilities, tax breaks,

water, free land, free electricity etc. to

set up industry. Now, on the other hand,

whether the industry will be set up or

not will depend on whether they find it

worthwhile in terms of the absorptive

capacity of the market. We can take

example of bauxite industry in Odisha;

most of the bauxites blocks were sold on

auction, i.e. on lease to exploit the

resource. You know the bauxite price is

rising mildly, and if some sort of little war

breaks out, its price will shoot up

because, it is the lightest material for

manufacturing weapons. So you do not

take bauxite out of the ground. You just

sell it on paper. There are certain

financial instruments like call option

where you sell it for some future

delivery. And this was the same when

the recent Coal allocation scandal came

to light. When they started finding out

how many have been actually exploited,

of all the blocks which have been allotted

from 2006, only three have been really

operative on the ground, actually

exploited for coal. But they have all been

acquired. This is the name of the game.

The government said you need it to set

up or feed industry, but it somehow back

fired with hoarding not using it for

production. However something else

actually did happen in the process. And

the government was not doing it so

innocently which also probably many of

you know, because it was a quid pro quo

exercise. You gave the land and, in

return, as a political party, you get money

for yourself or for your party. The

distinction between the two is less

important because even if you do not

take bribe personally your position in the

party depends on it. In case of Singur, I

saw it myself. I got an opportunity. Gopal

Krishna Gandhi was the Governor at that

time. Thousand acres of land was given

to TATAs, one of the best companies in

the sense that they try to use their land

properly and treat their workers well to

the extent of the rules of the game

permit.  When the TATA’s representative

was asked, he actually explained that

only 600 acres will be needed, including

the factory site, playground, staff

quarters, ancillary industries and roads

that will come up. The remaining 400

acres i.e. 40%, was not explained. But the

interesting thing is, soon after that when

I talked about it, I found out that it was a

deal between CPM cadres and that the

TATAs who would get it and then hand

over a part of it to these people

connected with the party and perhaps

together they will have real estate

development. And this happened also in

the Hyderabad Airport land acquisition

case. I know so many people, NRIs sitting

in America who speculated on this land;

people were very unhappy when the

Telangana-Andhra issue came up,

because it would affect the investment

climate but not with respect to industry,

SRSC Public Lecture Series No. 1 9
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but in real estate land price. They are

worried as to what will happen to this

land price after the division into Andhra

and Telangana as most of them have

bought land here and in the airport area.

This is what the government does. The

government takes away the land and the

industry makes a kill of this because it is

not so much for the development of

industry that they will use, but because

it is land for real estate speculation. And

this is true also for the land based natural

resources like mineral deposits, water,

forests, mountains, coastlines, you name

it any. When they get it they hold a

significant fraction for capital gains.

What does the government get in

return? They have to return the favour

to some extent. This is where I think the

corruption argument is a little bit off the

point because, individual corruption,

though very detrimental, is a small

fraction of it. And it exists in many other

countries at various levels. It is not only

that politicians make money personally

and suddenly become very rich

overnight, but also what is more

important is that what they do with the

rest of the money. The rest of the money

goes to the political party. Mr. or Mrs. X

gets a lot of money for the political party.

Say some 30% is kept for personal use

and the rest goes to the party. And what

goes to the party affects policies in

different ways. Earlier, I told you about

service providers who might become

Chief Ministers, now you have another

class of people who enter the picture of

Indian politics. In a recent study

published, on an average, big political

parties like Congress or BJP, in the last

election, spent 30-40 crores of rupees

per seat, while smaller parties like CPM

spent something around 8-10 crores.

Now, where do they get this money

from? I am not talking of corruption, but

of the fact that much of this money they

get it is from these land deals through,

may be, legal changes in land acquisition

laws.

When it goes to the party fund,

why do I care as an ordinary citizen?

What is its effect on democracy? If you

compare Indian democracy of  30 years

ago with that of today’s, you will see that

there are many more rich people now

and actually somebody has counted it for

me as 322 multi-millionaires in the

current parliament. In the process, you

raise the bar, i.e. you cannot join this

wonderful democracy in elections and

have any chance of winning unless you

have this kind of money. And this is a

different kind of corruption. Getting rid

of two or four politicians by putting them

in jail would not be even worthwhile

because that is not systemic corruption.

What happens in the system is what you

see in the case of coal gate, what you

see in respect of 2G, or what you see in

the case of many other corruptions. In

each of these cases, what is corrupt is

the policy, policy loaded against the poor.

And you know all these in cases of

privatized water, privatized electricity.

Whether privatization is good or bad is
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altogether a different issue, but the

reason why you do it is that, there is a

fee you would get it return if you as a

policy maker do it the way they want,

that this should be done in this way and

not that way even if it helps the majority.

And most obviously this would influence

land policy, that we are discussing today.

The reason why all political parties and I

say all political parties from BJP to CPM

act in the same way while in power, but

preach differently while in opposition.

Electoral funds depend largely on how

you deal with natural resources for

corporate development. The colour of

the party hardly matters.

You see them all agreeing to two

things in the recent years. One, there

should not be any kind of right to

information or openness about party

funding. Aam Aadmi Party in Delhi, when

it was not in power and was campaigning

during  elections earlier, used to say ‘yes’

but it also says ‘no’ now. So, you should

not be surprised about mysteries of

election funding. And the second thing

which they all agree is what in Marxist

jargon amounts to ‘Negation of

Negation’ i.e. when in opposition,

oppose land acquisition and when in

power, indulge in a more vicious land

acquisition policy. This is not just

hypocrisy. There must be a method built

in the system and that is what we are

trying to explain. The method in the

system is, in this democracy, once you

are in electoral politics and electoral

political race to win at any cost you

cannot do it without having a substantial

amount of electoral funds. And that

substantial amount of electoral fund

comes not as a contribution from poor

people, say Rs. 1 to 10, but it comes from

what corporations give them. And this

is where Indian democracy stands

corrupted most today. And what you do

in the process is, you disconnect people’s

representation from democracy. You

have democracy which acts as a club for

the richer people to decide. I mean, we

have seen it in many places of the world,

and all democracies, to some extent,

have become this, but it is doubly tragic

in a poor country when it happens.

Because it takes away livelihoods of the

poor to keep the spectacular show of a

vibrant democracy going. And this is why

land acquisition is so important for all

political parties in the game of

democracy.  If you agree with much of

what I am saying, it is also important for

us to say so not in this way. There are

other ways to a less hollow democracy.

We must have the courage to try

alternatives.

Thank You
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