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Response of Acreage to Changes in Price 
A Study in Madras State 

P Kamala Devi 
An attempt is made here to study the impact of changes in prices on acreage. 
Two five year periods are studied: 1937-41 and 1959-63. The commodities considered are rice, cholam, ragi, 

groundnut and cotton which among them account for more than 66 per cent of the total cropped area in Madras State. 

T H E object of this study is to exa-
mine the changes in price struc

ture and acreage response in Madras 
State between two periods separated by 
nearly two decades. The first period is 
the quinquennium 1937-41 and the 
second the quinquennium ending with 
1963. Though the second world war 
commenced in 1939, agricultural prices 
did not show a rise until 1941. The 
period 1937-41 may be said to be one 
during which there had been stability 
of prices, in the sense that there was a 
recovery from the depression of thir
ties, and the country had not yet faced 
the inflationary situation of the suc
ceeding years. Hence this period is 
well suited for purpose of comparison. 

Five Commodities 
Five commodities, namely, rice, 

cholam, ragi, groundnut and cotton, 
which cover more than 66 per cent of 
the cropped area of Madras State are 
chosen for this study. Since farm har
vest prices for the earlier period are 
not available, wholesale prices are 
taken up for study. Quotations of 
wholesale prices for various market 
centres month-wise for the first period 
are available in the "Quinquennial 
Statistical Abstract for the Madras Pro
vince" compiled by the Madras Govern
ment.1 For the later period similar de
tails are available in the Bulletin of 
Agricultural Prices for selected market 
centres.2 Monthly prices are averaged 
and the Quinquennial annual averages 
are presented in Table 1. Groundnut 
records the highest rates of rise and 
cotton the lowest. Among foodgrains, 
rice records the maximum rate of rise. 

To study the changing price struc
ture, the quinquennial average of each 
commodity, is related to the geometric 
mean of the quinquennial averages of 
the other four commodities. The rates 
of the average price of the commodity 
to the geometric mean of the prices of 
the other commodities is then derived 
for the two periods. With the 1937-41 
rates as the base an index is worked 
for the 1959-63 period. The results are 
shown in the last column of Table 2. 
In the other columns the changes in re

lative price of each commodity in rela
tion to the other are presented. The 
figures are derived by relating the 
quinquennial average of the relative 
price of each commodity in the second 
period to the corresponding average of 
the base period. 

From the last column the following 
may be inferred. The relative prices of 
rice and cholam have registered slight 

increases over 1937-41. The relative 
price of ragi has recorded a fall. The 
most significant increase in terms of re
lative price is that of groundnut and 
the most significant fall is that of 
cotton. 

Relating each commodity with each 
of the other commodities the results 
are as follows. Groundnut cultivator 
gained an advantage over all others 

Table 1; Wholesale Prices of Agricultural Commodities (1937-41 and 1959-63) 
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and cotton cultivator lost. Rice culti
vator lost only in relation to groundnut 
cultivator. Cholam cultivator lost in 
relation to rice and groundnut culti
vator and gained in relation to ragi 
and cotton cultivator. Ragi cultivator 
suffered losses in relation to all except 
cotton cultivator. 

Changes in prices may now be relat
ed to changes in acreage. The average 
acreage for the districts of present 
Madras State is shown in Table 3 for 
the two periods. 

(a) Since acreage figures for some co
mmodities for the year 1962-63 are not 
yet published the quinquennium ending 
1961-62 is taken. The maximum 
rates of rise are seen in the case 
of groundnut and paddy and the 
lowest rates of rise in the case of 
ragi and cotton. The order of rise in 
prices may be compared with the order 
of rise in acreage : 

There is a surprising correspondence 
between the ranks in both the columns 
suggesting the influence of change in 
relative prices on change in relative 
acreage. 

A better understanding of the res
ponse of acreage to changes in relative 
prices may be got by relating such 
changes to changes in relative acreages. 
In respect of each crop the ratio of 
acreage to the total acreage of other 
crops is derived for the base period. 
Similar rates are derived for the second 
period. The second ratio is related to 
the base year ratio. The results in res
pect of acreage are as follows: 
Rice 117 
Cholam 83 
Ragi 81 
Groundnut 123 
Cotton 77 

The changes in relative acreage may 
now be studied in relation to changes 
in relative prices shown in the last 
column of Table 2. The correspondence 
between changes in relative prices and 
changes in relative acreage as seen from 
Table 4, is quite revealing, indicat-

Table 4: Ranks of Changes in 
Relative Acrage and Relative 

Prices 

ing the influence of prices on acreage. 
The data, however, suggest some signi
ficant differences in the degrees of res
ponse. The response of rice acreage is 
much more than that of others. Not all 
of it could, of course, be attributed to 
prices. The remarkable improvement in 
irrigation facilities must have contri
buted much to this extension. Cholam 
acreage showed little response to price 
rise. Even though the relative prices of 
cholam had risen more or less as much 
as those of rice, relative acreage has 
shown a fall. The correspondence bet
ween the fall in relative prices and the 
fall in realtive acreage is much closer 
in the case of cotton. 

The study has revealed the influence 
of relative prices on relative acreage. 
The decline in cotton acreage compared 
to the earlier period both in absolute 
and relative terms is the result of fall 
in relative prices. This suggests a case 
for revising the ceiling prices, if a 
stimulus is to be given to cotton ac
reage. The study also reveals that cho
lam acreage responds little to prices 
and measures other than price policy 
are necessary if an increase in cholam 
acreage is desired. 

Notes 
1 "Quinquennial Statistical Abstract 

for the Madras Province" 1934-35 
to 1938-39 and 1939-40 to 1943-44. 
Published by the order of the 
Madras Government. 

2 Weekly Bulletin of Agricultural 
Prices, published by the Directo
rate of Economics and Statistics, 
Ministry of Food and Agriculture. 
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