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In this paper I discuss some of the issues raised in the comments made by C H H Rao, I N Krishnaji, Memo-
ranjan Majumdar and B Prasad ("The Economic Weekly", April 17 and May 15, 1965) on my paper ('The Economic 
Weekly', 16th Annual Number, February 1965.) 

IT is obvious from the title and 
contents of my paper that all my 

"inferences" relate only to a single sub
sistence crop. The words "a subsistence 
crop" occur even in the passage quoted 
by Rao. But he seems to assume that 
I am generalising my findings into pro
positions about the marketable surplus 
of all crops, or all food crops. Since my 
paper contains no propositions at alt 
about the marketable surplus of all 
crops, or all food crops, I find many of 
Rao's comments interesting but not 
very relevant to my paper. 

Market supply, relations pertaining to 
individual crops, all crops, and groups 
of crops, need to be sharply distinguish
ed, and analyzed and estimated sepa
rately, for there is no a priori reason to 
expect that they should be similar. 
They are often mixed up in the litera
ture and, I am afraid, in the comments 
on my paper which was explicitly con
fined to single-crop relations. 

As for my conclusion regarding farm 
size policy, Rao omits the following 
important sentences in the passage he 
has quoted: 

"There may be important reasons 
for altering the farm size structure. 
But in areas of constant sale pro
pensity the necessity of increasing 
the marketable surplus need not be 
one of them." (The marketable sur
plus referred to here is that of a 
single crop.) 

We do want changes in the farm size 
structure. And it is likely that the out
put elasticity of the marketable sur
plus of all crops wi l l depend critically 
on the structure. The point made in 
the passage is only that one of the rea
sons for changing the structure, viz, an 
increase in the surplus of a single food 
crop may be weak if and where the 
marketable surplus relation for this crop 
is linear. 
*Rao says that I have "overestimated 

the elasticities of marketable surplus 
because the number of hired labourers 
and consequently the amount of kind 
payments increase steeply with the in
crease in farm size." But my elasticities 
relate to the marketable surplus as I 

have explicitly defined it in the begin
ning of my paper. Pertaining to mar-
ketable surplus so defined ihcy are 
what they arc. The statement that they 
are "overestimated1' with reference to 
this definition is meaningless. What Rao 
has in mind is that the elasticities of 
marketable surplus, differently defined, 
will be different—with which I agree. 

Rao says that I "could not hold the 
family size factor constant." On this 
point I have to invite his attention to 
footnote 5 of my paper. In this, I have 
reported that "experiments revealed 
that if it (family size) is specified as a 
variable in addition to output, it turns 
out to be non-significant in most cases". 
Rao surely knows that specifying a 
variable in addition to others in a mul
tiple regression is one way of "holding 
it constant" for estimating the coeffi
cients of others. Deflation of the market 
sales as well as output by family size 
could be another way. The choice bet
ween these two specifications depends 
inter alia on the form in which estimat
ed coefficients are more useful, I pre
ferred the former specification because 
the change in the coefficient of output 
when family size is specified as an addi
tional variable would be very informa
tive. Now, we have reason to believe 
that the output (of a single food crop) 
and family size will be positively corre
lated. But in any given year family size 
determines output rather than being 
determined by output. And vince the 
coefficient of output does not change 
significantly when family size is aho 
specified as a variable, there is a strong 
case for inferring that output alone is 
a sufficient explanatory variable. 

Rao insists that any hypothesis about 
"the marginal propensity to consume 
(or sell) would be meaningful only if 
it can be shown that the crop under 
study is the only crop grown in these 
areas or is at least the predominant 
crop." This insistence, as indeed his 
whole comment, boils down to the view-
that only relations about the market
able surplus of output as a whole are 
worth study; the study of single crop 
relations is useless. This view is under

standable because in the literature on 
marketable surplus most writers have 
been consciously or unconsciously pre-
occupied with the marketable surplus 
of all crops. Rao merely conforms to 
this orthodoxy. But I suggest that the 
analytical basis of this exclusive pre
occupation with the surplus of all crops 
needs to be critically examined. 

The relation between the value of 
sold output and the value of total out
put (of all crops) is considered import-
ant for many reasons. (When many 
crops are involved we can only talk of 
aggregate money values—aggregated at 
market prices.) The ratio between the 
two can serve, first of all, as an index 
of the monetisation of the agricultural 
economy. 

Secondly, the total marketable surplus 
can be linked to the potential for capi
tal formation in a developing economy. 
But the relation between the two has 
to be clearly understood. The total 
marketable surplus is not equal to the 
saving or investment of the agricultural 
economy. (I am neglecting, in the In
dian context, the direct taxation or 
confiscation in kind of all or most of 
the marketable surplus for investment.) 
Only a part of the cash received by the 
farmers is likely to be saved; the rest-
is likely to be spent on manufactured 
goods or paid out in the form of rent, 
interest and taxes. We do not know 
much about the proportion of the value 
of sold output that is finally saved by 
farmers, landlords, moneylenders and 
the government. In addition, of course, 
some saving is directly generated by 
retained output in the form of farm 
improvements by extra labour, 

When the sold output moves into the 
urban sector, its gross value, again, is 
not equal to potential saving. The sav
ing is merely equal to that proportion 
of the profit from the sale of this out
put—earned by traders and/or the 
State—which is, in fact, invested. 

Therefore, the total saving in the 
rural sector and the urban sector, taken 
together, bears a very tenuous relation 
to the gross value of sold output. We 
can only say, generally, that the corre-
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lation between the two is likely to be 
positive ceteris paribus. 

A third reason why we may be inter
ested in the value of the total market
able surplus is that it represents the 
total flow of foodgrains and raw mate
rials from the rural sector to support 
the growing urban, industrial sector-
Insofar as this is the reason for our 
interest in the total marketable surplus, 
what we need is not merely a balanc
ing of urban demand and the marketed 
supply of all agricultural commodities 
but of each commodity separately. The 
adequacy of the total agricultural out
flow is not enough for smooth growth; 
the imbalance in the urban market for 
each commodity must be minimized. 

Therefore the behaviour of the mar
ket supply of each of the foodgrains is 
a matter of as much importance from 
the point of view of growth as the 
behaviour of the market supply of all 
agricultural commodities. And it is the 
farmer's behaviour in respect of the 
sales of foodgrains which presents dif
ficult problems because in the case of 
foodgrains the proportion of retained 
output to the total output usually ex
ceeds 50 per cent, whereas in the case 
of non-food crops, it is negligible. 

Hence the need for studying separate
ly the marketable surplus relations per
taining to individual food crops. Their 
study cannot be subsumed under, or 
rendered superfluous by, the study of 
relations about the total marketable 
surplus, though the latter is, of course, 
important. To say that only the study 
of marketable, surplus relations for all 
crops is important is like saying that 
after estimating a Keynesian consump
tion function we need not estimate elas
ticities of demand for individual com
modities. 

M Majumdar has spelled out the im
plications of the linear cross-section 
marketable surplus function about the 
consumption behaviour of the farmer. 
If the output elasticity of marketable 
surplus falls as output increases, the 
output elasticity of consumption in
creases. Majumdar finds this unaccept
able because all consumption studies 
show that the income elasticity of con
sumption falls as income increases. 

His difficulty arises from his assump
tion that a rising output elasticity of 
the consumption of a single food crop 
necessarily implies a rising income elas
ticity of consumption. He makes his 
assumption on the ground that "farm 
income is an increasing function of farm 
output." But he misses the fact that 
the total farm output of all commodities 
does not enter my equations. Only the 

output of a single food crop is specified 
as a variable. Income is, of course, 
positively related to total farm output 
but its relation to the output of a single 
food crop (say, wheat) is not systematic 
enough to be easily specified. Wheat 
output can increase without total in
come increasing; and total income can 
increase without wheat output increas
ing. Since wheat income is only a frac
tion of total income, it is quite possi
ble that the elasticity of wheat con
sumption with respect to wheat income 
may increase and at the same time the 
elasticity of wheat consumption with 
respect to total income may be falling. 

It is easy to see that if non-wheat 
revenue is independent of wheat out
put, the income elasticity1 of wheat 
consumption equals the output elasticity 
of wheat consumption divided by the 
ratio of wheat revenue to gross total 
revenue.2 If the output elasticity in
creases (say, from .2 to .25) as wheat 
output increases, the income elasticity 
can nevertheless decrease (from .6 to 
.5) if the ratio of wheat revenue to 
total revenue rises (from .33 to .5). 

Thus the apparent contradiction bet
ween a linear marketable surplus func
tion for a single crop and the generali
sation that income elasticity of con
sumption falls as income increases is 
not real in many cases. However, the 
two elasticities wil l increase together 
(1) where agriculture is monoculture 
(subsistence farming) so that wheat re
venue is nearly the gross total revenue; 
or (2) where farmers are so resource
ful that as wheat output increases by a 
certain proportion, their non-wheat re
venue increases by a larger proportion 
so that the ratio of wheat revenue to 
total income falls substantially. 

Perhaps that is why at the lower and 
upper extremities the "general market
able surplus function" has curvature. 
Where the farm size structure is cha
racterised by the dominance of extre
mal sizes, the function was found to be 
quadratic. 

I do not understand why anyone 
should insist that it must be linear or 
quadratic everywhere in a complex dual 
agriculture. A continuously increasing 
marginal propensity to sell (after a 
point) will be a very convenient result. 
But in the real world we do seem to 
have situations in which it is constant 
over some ranges of output. If many 
different forms fit different parts of 
the real world the researcher must live 
with the diversity. 

The new form of the marketable sur
plus function proposed by Shri Majum
dar is very interesting. But it needs to 

be tested with data. A priori it seems 
likely that this function will be a bet
ter specification for the relation bet
ween marketable surplus and total in
come rather than the relation between 
marketable surplus and the output of a 
single crop. 

As for Majumdar's last point, I do 
not see why in a cross-section analysis 
(of data for a single year) we need to 
specify production functions (of each of 
the farmers?). We do not specify how 
the income of every person is deter
mined in estimating the income elasti
city of consumption of individual com
modities from cross-section data. In 
time series analysis, howew, it will 
be necessary to write the output func
tion (of the single crop) and other re
lations to derive a marketed supply 
function. In any case it is very import
ant to estimate the relation between the 
marketable surplus and different (given) 
levels of output. 

I agree with Krishnaji that in the 
case of purposive samples the result of 
the usual test of linearity is open to 
doubt. But in column 5 and footnote 
(b) of Table I, I have explicitly stated 
the nature of every one of the 23 sam
ples. I noted that 12 samples were cen
sus samples—comprising every family 
growing the subsistence crop in a vi l
lage; 2 were random samples; and 9 
were purposive samples. In the case of 
the purposive samples, the sources of 
data inform us that big, medium and 
small farmers were included in the 
samples, though strictly stratified sam
pling was not undertaken. In the case 
of the 14 census and rmdoiu samples 
the tests will apply. In the case of 
purposive samples, they would not; but 
since some attempt was made by data 
collectors to include farms of all size 
groups (without knowing that someone 
would use the data for estimating mar
ketable surplus relations) it can he 
argued that though the results may ho 
biased, the bias would not tun in any 
particular direction because of inten
tional sampling to produce it. 

B Prasad finds errors in my "selec
tion" of samples. I have to remind him 
that I have not "selected" them at all. 
My paper is an initial exercise to get 
some clues about the nature of market
able surplus relations with whatever 
cross-section data I could lay my hands 
on. (All the sources arc indicated in 
the Appendix.) My bias or prejudice is 
irrelevant to my results which were sur
prising even to me. 

Representativeness of the samples for 
India as a whole has nowhere been 
claimed by me. My numerical findings 
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will hold strictly only for areas to 
which they relate. Even in the passage 
cited by Prasad, I have cautiously said 
"in the areas covered by these sam
ples., " And, as I reported, linearity 
was found in the relations for some and 
non-linearity in the relations for other 
areas. I set out the empirical and poli
cy implications of both. I have no in
vestment in linearity! I would agree 
that for firm all-India generalisations 
more work should be done with data 
for more regions or representative sam
ple data for the country as a whole, 

Prasad demands that "there should 
be no underlying differences between 
areas from which data are selected." 
But the linearity (or, for that matter, 
the non-linearity) of the M-Q relation 
will be an interesting general hypothe
sis only if it is found to exist in many 
otherwise divergent areas. 

He also asks that "conditions must 
be the same for all items in the sam
ple.'' I suppose that since every sample 
includes farmers from the same area, 
this condition is satisfied in the broad 
sense in which it is meaningful. But 
taken literally this condition would im
ply that only one item would suffice! 

Prasad accuses me of ignoring the 

price variable. But he surely knows that 
in a cross-section study the price vari
able cannot be dealt with. And time 
series data about marketable surplus are 
indeed not available. But I have discus
sed an indirect method of estimating 
the price elasticity of marketable sur
plus in an earlier article. (Indian Journal 
of Agricultural Economics, July-Sept
ember 1962). This elasticity is negative 
in some but not in all circumstances. 

Prasad objects to the inclusion of 
farms of different sizes in the samples. 
I do not know what purpose would be 
served by including only farms of a 
given size class or only pure subsist
ence farmers who sell nothing. From 
a study of this subclass alone we could 
get no knowledge about the sale beha
viour of those millions of "dual" far
mers operating farms of various sizes, 
who consume as well as sell a part of 
their food output and whose behaviour 
determines the aggregate marketable 
surplus. Prasad would certainly agree 
that we do need this knowledge. 

Notes 
1 We may neglect for our immediate 

purpose the distinction between in
come and gross revenue. 

Let wheat consumption C be a 
function of Y, the gross revenue 
from all commodities produced by 
the farmers. The gross revenue 
from wheat is PQ, at the given 
price P of wheat. If the non-wheat 
revenue is called R, then 


