
1/3

By B.K. Agarwal • November 24, 2020

Land Reform Can Transform India’s Economy
fairobserver.com/region/central_south_asia/bk-agarwal-land-reform-agriculture-sector-tenancy-farming-india-

economy-news-59911

According to the Centre for Monitoring Indian Economy, India faces a serious decline in

employment due to the COVID-19 crisis. An estimated 122 million people lost their jobs

during the first quarter of 2020. Streams of migrant workers returned to their villages —

often the only fallback option for the millions working in urban informal sectors.

Regardless of their vows to never come back to the cities, the majority of them will likely

have to return in order to earn their livelihood. In the present state of affairs, agriculture,

the mainstay of rural India, cannot offer them incomes comparable to industries and

construction firms in cities.
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Despite its falling share in the economy, agriculture is India’s most important sector. Its

contribution to the country’s GDP has decreased from 51.81% in 1950-51 to 15.87% in

2018-19, but it still employs about 42% of the country’s workforce. While increasing

shares of secondary and tertiary sectors is a natural phenomenon of economic growth, in

India, this has happened without maximizing the potential for growth in agriculture. Per-

acre yields of rice and wheat in India are drastically lower than those of other BRICS

nations.

The shift in GDP share is the result of high growth rates in secondary and tertiary sectors

despite relative stagnation in agriculture. The agricultural sector still has a massive scope

to generate greater income and employment. However, this can be done only with the
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spirit of liberalization, similar to what other sectors of the economy have received since

the 1990s.

Overregulation and Underutilization

Soon after independence, land reform laws were enacted throughout the country with the

objective of distributing land equitably and increasing the efficiency of farm operations.

This produced only partial success due to a variety of reasons. The ownership of only 4%

of operated land could be transferred to cultivators, 97% of which lies in just seven states

— Assam, Gujarat, Himachal Pradesh, Karnataka, Kerala, Maharashtra and West Bengal.

Notwithstanding this uninspiring outcome, land reform laws foisted excessive restrictions

on the tenancy of agricultural land.

This has adversely affected the growth of agriculture in the country. Landowners are

reluctant to lease out their land under formal tenancy due to their fear of losing it

permanently. According to National Sample Survey Reports, about 15 million tenants

cultivate 10 million hectares of land on an informal basis; 92% of these tenants are

landless laborers or marginal farmers. They have no security of tenure or access to

institutional credit, crop insurance and other benefits offered to farmers under

government schemes. Due to legal restrictions on tenancy, many landowners who cannot

cultivate themselves prefer to leave their land fallow. In 2015-16, 26.72 million hectares of

land were left fallow across India.

Make Sense of the World

Unique insights from 2000+

contributors in 80+ countries

These restrictions on access to cultivable land not only deprive poor people in rural areas

of opportunities to enhance their incomes, but also have a detrimental effect on the

growth of the entire agriculture sector. Simply formalizing tenancy and cultivating

millions hectares of fallow land can be a game-changer for agriculture in India. Once

tenants get security of tenure and access to institutional credit, they will have requisite

incentives and funds to make long-term investments on their land.

This can be achieved only with immediate and effective policy interventions by state

governments. The National Institution for Transforming India, the premier policy think

tank of the government of India, has set the ball rolling by publishing the Model

Agricultural Land Leasing Act, 2016, to help the states enact new laws or make required

changes to their existing laws on the tenancy. The Model Act seeks to formalize tenancy

agreements, circumventing the restrictions imposed by the land-reform laws of the state.

It aims to integrate the security of tenure along with the protection of ownership.

However, until now, only a few states have gone ahead in this direction.

Uttar Pradesh, Uttarakhand and Madhya Pradesh have amended their existing laws to

allow the renting of agricultural land on liberal terms. The Maharashtra Agricultural Land

Leasing Bill, 2017, now awaits the assent of the president of India. The Andhra Pradesh

Land Licensed Cultivators Act, 2011, was enacted even before the Model Act of 2016 was

https://niti.gov.in/writereaddata/files/document_publication/NITIBlog2_VC.pdf
https://niti.gov.in/writereaddata/files/document_publication/NITIBlog2_VC.pdf
https://www.networkideas.org/featured-articles/2018/05/agricultural-tenancy-in-contemporary-india/#:~:text=Agricultural%20Tenancy%20in%20Contemporary%20India%20Vaishali%20Bansal%2C%20Yoshifumi%20Usami%20and%20Vikas%20Rawal&text=The%20problem%20of%20tenancy%20%E2%80%94%20informal,the%20agrarian%20question%20in%20India.
https://niti.gov.in/sites/default/files/2020-05/Report-of-the-Expert-Committee-and-Model-Law-on-Agricultural-Land-Leasing.pdf
https://eands.dacnet.nic.in/PDF/At%20a%20Glance%202019%20Eng.pdf


3/3

framed. This special law has recently been replaced with the Andhra Pradesh Crop

Cultivator Rights Act, 2019. The other states also need to implement this vital reform to

transform agriculture in their states.

Alternate Solutions

The enactment or amendment of laws is only a first step in improving the access of the

rural poor to the land. Even in states where these laws have been enacted, very few

landowners and tenants have come forward to enter formal agreements. Landowners are

still apprehensive of losing their land, and tenants are still afraid of getting ousted if they

insist on formal agreements. Therefore, state governments also need to effectively

communicate with tenants and landowners to allay their fears and convey the benefits of

formal agreements to them.

Until the time when requisite laws are enacted effectively, group loans can provide relief

to informal tenants. In Kerala, where tenancy is illegal, about 250,000 informal tenants

have organized themselves into joint liability groups. These groups receive crop loans

from banks without requiring formal tenancy agreements. The guidelines of the Reserve

Bank of India and the National Bank for Agriculture and Rural Development allow such

agreements without requiring formal tenancy. Alternatively, Odisha has recently launched

the Balaram scheme to provide agricultural credit to groups of landless laborers. Other

states should also liaise with banks to provide credit to informal tenants until the time

when legal provisions for allowing tenancy are put in place.

Such reforms have enormous potential to revamp and develop Indian agriculture,

especially during the ongoing economic turmoil. At the national level, the central

government has shown the way forward by deregulating agricultural markets. Now it is

time for states to act decisively.

The views expressed in this article are the author’s own and do not

necessarily reflect Fair Observer’s editorial policy.
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