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Rapid agriculture growth and rapid rural employment growth were always the focus of India’s policy makers. 

Mahatma Gandhi envisaged India as a Nation of self-sufficient autonomous village republics. Land - the summum 

bonum of rural existence, and agricultural structure was the most important determinant of India’s development. 

Highly skewed distribution of land was responsible for agricultural backwardness. As land was the critical income 

generating asset of rural India, changes in agricultural holding structures were necessary to ensure prosperity of the 

rural population. Accordingly, India’s State policy focused on State Governments formulating and implementing Land 

Reforms legislations. These included the Land Ceiling Act, the Tenancy Act, the Land Revenue Act and broadly 

adopted the land to the tiller policy. Surplus arable government lands were distributed to the poor and needy peasants 

for livelihoods. These policies were envisaged to promote agricultural growth and alleviate rural poverty. 

  

After the bank nationalization in July 1969, a big push was given towards expansion of banking activities. Rapid 

expansion of bank branch network into rural areas and expansion of bank credit to agriculture and related activities. 

Priority sector lending targets and interest rates were introduced as part of a social banking approach. The rural bank 

branch expansion significantly lowered the rural poverty and increased non-agricultural growth. However, as time 

progressed, divergences emerged between the levels of development in States. The richer and faster growing States 

were better at reducing rural poverty while growth was volatile in the poorer States. The faster growing States had 

formulated laws for amalgamation of farm holdings into viable units for investments, productivity and growth. In the 

poorer States, the alienation of small and marginal farmers from their lands and subsequent conversion to landless 

agricultural labor made them entirely dependent on the vagaries of the market. Large scale labor migration was 

witnessed in areas where rainfed agriculture practices were prevalent. The richer States also attracted higher 

investments and had better infrastructural development which resulted in higher per capita incomes as compared to 

the poorer States. 
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