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It is widely realized in India, as elsewhere, that planning for economic
development and the creation of a socialistic society require the collection of in-
formation and statistical data on . large scale. Since 70 percent of the people
in India live by agriculture and the country as a whole barely feeds itself, planned
development clearly calls for data on the present state of the agricultural econ-
omy, both as a benchmark for measuring the needs and the successes of the Plans
and as keys to which measures of development are likely to be most fruitful,

Statistics for the nation and the constituent states have been published by
the Ministry of Agriculture, The Indian Council of Agricultural Research and
the agricultural celleges and the universities have been making surveys of village
and farm businese for 40 years, although on a limited scale. Under the First
and Second Five Year Plans, the Research Programs Committee of the Planning
Commission has been organizing a .nuch wider range of research inte farm busi-
ness practices. It is with some of these projects that the present paper concerns
itself,

Cur problem is what kind of farm management research is most appropri-
ate to the present conditions of Indian agriculture and will be mo st relevant to
planning decisions. Are cost accounting, farm-management, input-output tech-
niques taken from the methods of agricultural economics in the United States and
Great Britian relevant to, or do they reveal the practices and problems of, the
Indian peasantry ?

Current Indian Research

Apart from the continuing government program of crop estimates and mar-
ket reports and the random sampling surveys of the Indian Statistical Institute,
the main effort of current Indian farm business research is concentrated in two
programes: a three-year project at six centers® to establish the cost of production

1 This paper is based on a year's experience working with farm accounts in
India at the Gokhale Institute, Poona, and the Punjab Board of Economic
Inquiry, Ludhiana, for the India Project of the Center for International
Studies, Magsachusetts Institute of Technology. I am alsc indebted to Dr.
Charles H. Berry of Yale for his critical reading of the drafts of this
article.

o In the Punjab, in Uttar Pradesh, in Madhya Pradesh, in Bombay, in Ma-
dras, and in West Bengal.
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of various crops, and farm incomes and outlays; and a longer-term project of
village surveys and re-surveys at five-year intervals at four Agro-Economic
3

': enters. T

Each Agro-Economic Center is independent of the others and free to try
such methods as it chooses. The objectives are to discover better means of mea-
suring, and more accurate measures of, rural socio-economic data. The frame
of reference is much wider than in the case of the farm costing centers, for the
Agro-Economic Centers are interested in all aspects of rural life. The problem
dealt with here arises most clearly in the work of the first set of projecte deal-
ing with the costs of farm operations and of producing various crops.

The particular farms examined in the farm costing projects were selected
in a multiple stage process of random sampling, First districts, then villages,
and finally, in stratified samples from the villages, two hundred farms, twenty
in each village, were chosen for analysis by each center, Farm accounts for the
farms in each village are kept by a field worker who resides inthe village through-
out the year.

The same six centers conduct parallel, overlapping surveys by the "occa-
sional questionnaire'” methods. A field worker goes to the village three times a
yvear and collects the same kind of data as the resident field worker, but gather-
ing the data not from continuously kept records but by asking each cultivator what
has happened over the preceding months. Some of the respondents are the same
ag those for whom continuous records are kept: others are different. The object
is to see if the extra costs of keeping a continuous record are justified by the
greater accuracy of this method as against the occasional questionnaire. It is of
course assumed that the results of confinuous record-keeping supply accurate
data, and the merits of the questionnaire system will be judged by how closely it
approximates the more costly system. If both systemns give similar results, the
less expensive system can be used in the future.

The contention here is that the efforts of the farm costing centers, and of
the Agro-Economic Centers insofar as they approxdmate to the methods of the
farm costing centera, are misdirected, in that they do not attack the variables
which are relevant to peasant behavior, nor do they appear to be well-adapted to
discovering what such variables are. Farm costing surveys assume that the agri-
cultural activities of the cultivating peasants are governed by considerations of
costs, prices, and profit margins, and that the business attitude is the appropri-
ate rational attitude for the peasantry. They implicitly assume that activities
which are not rational by business standards are irrational, and that the peasant
cultivator would be better off if he changes his practices to conform with the ra-
tionale of business. There are, however, a number of circumstances which may
aoften, if not generally, make an unbusinesslike atHtude rational, or at least make
a businesslike attitude unnecessary when considered in the light of other aims,

The first circumstance has been recognized quite widely: when a large
portion of farm output is destined for consumption by the farmer's family, the
relative and absolute prices of different crops are not very important considerations

L At the Gokhale Institute in Poona, Bombay: at Santiniketan, Bengal; at the
University of Delhi; and at the University of Madras.
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in deciding what to produce. Being his own supplier, the income effect implicit

in higher prices is cancelled by the price effect on real income implicit in these
game higher prices. In India, two factors make this circumstance much more
important than it i{s in the West. Both the proporton of self-supplying subsistence
farms and the proportion of produce retained on any farm are much higher, and
the possibilities of marketing a larger quantity of one crop is apt to be so0 limited
that producton for sale combined with purchases for consumption does not seem
to the cultivator to be a realistic alternative to domestic self-sufficiency.?® Seme
households produce as much as B0 percent of all the gocds they consume, and
among the moderately well-to-do farm households studied by the Board of Eco-
nomic Inquiry (Punjab), 60 percent is the typical figure. 2 Figures from a sample
collected by the Indian Statistical Institute show an all-India average of 40 per-
-r:-ent,'E' which may be low, but which in any case reflects conditions in the highly ‘E:
monetarized sugar, jute, and cotton tracts, and in the market gardening areas i
around the cities, | as well as conditions in the typical country area.

witig

Less frequently appreciated is the state of affairs when "alternative costs"
are not measured on the market. All costing implies that there is another use
to which the resources or efiort can be put. To evaluate costs in money terms
requires that there be a market to price these costa., For any individual the value
of leigure must always be implicit and to measure it requires a specific set of
assumpitions about a person's alternatives. In India, the problem of the implicit
value of leisure is more difficult to handle because the leisure of permanent serv-
ants and employees ig a matter of the magter's choice. These servants are often
bound to the cultivator or landlord by a debt too larpe to repay or by a traditional
statue of protector-dependent. How much the servant works or rests is not so
much up to the servant as up to the employer. The difficulty with costing the labor
arises because the servant is paid by the year--in maintenance, occasional bon-
us=s of cash or clothing, and perhaps a share in the harvest--and customarily
does many household and other non-agricultural chores. Consequently there is
no direct, and only the most tenuous indirect, relationship between the cost of a
servant and the amount of farm labor he contributes,

The problem of valuing labor input is complicated not only by the absence
of alternative jobs. Neither the "master'" or his "
during the slack season or when they have '"free" time resulting from the small-
ness of the agricultural holdings. The importance of this absence of alternative
employment becomes clear when new forms of employment are opened. An ex-
panded road building and maintenance program or other public works disrupt the
traditional relationships, and employing peasants cease using "'hired' labor because
they must now pay a cash wage competitive with that paid by the Public Works De-
partments instead of enjoying the services of dependents who take what they are

gervant'” can choose to work

Py [T

given in kind.

4. See below.

5. Family Budgets, Board of Economic Inguiry (Punjab), Ludhiana, Punjab;
1945 through 1953 published, 1954 through 1956 still in manuscript.

6. From a private paper by Dr. Wilfred Malenbaum at the Center for Inter-
national Studies, Massachusetts Institute of Technology.

g See below.
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Other inputs besides labor are not meaningfully priced on the market,
One of major importance is the labor of bullocks. Occasionally a cultivator whea
is not using his bullocks or happens to have an extra pair® will rent them to an-
other cultivator, but almost universally the working bullocks are owned by the
cultivator who uses them. Bullocks can be costed at their cost of upkeep plus
depreciation {from the peak value at three vears of age, but there are two objec-
tions to this imputation. First, much of the cost of upkeep involves imputing
prices to the bhusa {straw from grain) and other home -produced feeds (which fre-
quently include oil and oil cakes). Secondly, the Indian peasant does not con-
ceive of managing his farm otherwise than with his own bullocks, so that the ele-
ment of choice necessary to a concept of alternatives is not really present. ?

Closely allied to the problem of measuring these costs is that of measur-
ing the costs of capital inputs. Many of the irrigation and minor engineering
works bave been built and maintained over long periods of ime. The construc-
Gon and maintenance of these works is done to some extent by the family and by
the family's servants. However, much of the work has heen and is done by wvil-
lage servants and craftsmen and by the cooperative labor of a number of cult -
vators. To differentiate construction from maintenance would be impossible,
but beyond this it is impossible to value the work of village servants and of coop-
erative effort. The servants are often supported by a traditional share in the
harvest and do their work irrespective of the payment they get in any year. The
origine of these works date back many years, sometimes even centuries. The
same considerations apply to the reclamation of sections of fields. Salinity is
common in dry areas, and the reclamation of saline patches consists of repetitive
digging with a mattock, irrigation, and growing of fodder, all of which is done by
unpriced labor of man and animal (for bullocks power many of the wells), and all
of which is certainly a capital input.

A striking example occurs in the hills in the north of the Punjab in the
Kangra Valley. The peasants' fields are terraced on the sides of tha steep moun-
tains down which the water races during the rains. Running alongeide each natural
streambed 1s an artificial channel in which the rate of flow can be controlled.
Subsidiaries branch into the terraced flelds. The main and subsidiary channels
are constructed of large boulders and smaller stones. The flow of water during
the rains is so great that the fields are quickly flooded despite the irrigation chan-
nels, so there is a gap in the outside wall of each terrace allowing the water to

8. "Happens to have" is used here advisedly, as the breeding of bullocks does
not appear to be a planned affair; and as the young bullocks grow up, a
family may have more than they ordinarily do without having planned it
that way and without having any definite plans about what they will do with
the extras.

9 In one case where the records showed wide variations in the number of
bullocks on a farm and in the intensity with which they were employed, the
writer pursued the matter with the cultivator and discovered that one year
the culHvator wae {11 and so did not work stony fields; in ancther a bullock
was lame; in another an unusually large number of calves came of age.
When asked why he did not even out his bullock costs and use by rental and
sale, he replied that no one would rent and that he did not like to sell the
animals he knew,
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flow off to the next lower terrace, while other channels have been constructed to
carry off some of the excess flow. Boulders embedded in the soil form paths
between terraces, 1The lower halves of mountainsides have been terraced and
channeled so that a solid slope of paddy is presented to the eye as far as one can
sae in either direction and going up one, two, and even three thousand feet.
Archaeological excavations show similar developments in the early Indus Valley
civilization, and in the Kangra valley the works date back well before the advent
of colonial rule. They are presumed to have been conatructed by the cooperative
labor of the culdvating peasantry, and today are maintained by village servants
whose sole and permanent job is keeping the channels clear and making minor re-
pairs. When major repalrs or new works are called for, the cultivators in the
neighborhood combine to undertake the job. The monetary costis a minute pro-
portion of the total effort which went into building the system. One could puta
value on the system by asking an engineering firm to estimate the cost of repro-
ducing the job, but this hardly seems a relevant measure when it is inconceivable
that any group of peasants would consider hiring an engineering firm to construct
such a system, or even think of constructing such a system themselves except
over a very long period of time. Without a market for the cooperative labor or
the labor of the permanent servants, without a2 realistic alternative way of con-
gh-.;cﬁng wuch works, and without any alternative empln',rment of time except
leisure, one cannot cost the irrigation works. 10

Were it merely a question of evaluating the historical costs of these works,
the problem would only arise in attempting to value depreciation in the current
farm accounts. However, the same systemn is employed today in repairing and
improving the existing works and in constructing new ones. It follows that mea-
sures of current investtnent expenditures are as liable to erroneous interpretation
as are measures of the original cost.

In drawing up farm accounts, it has often proved possible to attribute val-
ues to inputs and outputs when the farmer has not bought or sold anything by using
the prices of other transactions in the same village, but this is not easily justi-
fied. Let us suppose that a very small partion of the bhusa (straw) from a harvest
is sold in the village. There is a price for the main feeding-stuff of the village,
but can we price all the bhusa produced (and consumed by the livestock) at this
price? Against the obvious argument that this is the price at which the produce
was actually sald we must weigh the argument that in imputing values in America
and Britain, for instance, we use the price at which most of a product was sold
to impute the value of the little which was not sold. Ewven in the case of labor on
American farms, where the implicit inputs exceed the purchased inputs, the flow
between the markete for farm labor and for other labor, and the flow from city to
farm and back, is so easy and frequent that there is no unreality in attributing the
actual wages of one group to another. In India we have the opposite situation.

The little that is sold is used to impute the value for the much larger amount which
is not sold. As a matter of logic, a highly alert market can produce an equilibri-
um price with a single transaction, if that price is one at which all other potential
sellers decide to withhold their supplies and all other potential buyers decide not
to buy. It does not seem reasonable, however, to assume that this is the usual

10, Given the social system in which these works were built, it can be argued,
in contdnuation of what is said in the text, that the true alternative cost of

these works is zero.

.
'
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case in India. The markets are neither perfect nor highly integrated. One man
asks his neighbor for some bhusa when he needs it, and a bargain is struck. The
other farmers in the community are not standing by to step in on one side of the
market or the other. The price is probably not stable or representative because
g0 lHttle is sold. We have no idea what prices would prevail if one group sold all
its bhusa and another bought all that came on the market, or if a sizeable num-
ber of cultivators in one village decided to sell more. No attempt is made here
to answer the question one way or the other, but until it can be shown that the
price at which a few farmers sell their bhusa in excess of current needs is the
logical value to put on all bhusa in a village, there will be an air of unreality
about imputed output values and imputed costs of maintaining livestock. More
important, unless the cultivators themselves regard this price as the relevant
value for their home-produced and home-consumed bhusa, a farm account using
this price will not reflect the conditions which govern the cultivators' decisions. |
What is said here about costing bhusa applies, if often to a lesser degree, to the
pricing and costing of many other inputs and outputs. Perhaps three-fifthg, and
in some areas as much as four-fiftha, of the agricultural produce in India never

enters the market,

Beyord the difficulties of imputed accounting there looms the large prob-
lem of what we mean by rational behavior on the part of the peasantry. Rational-
ity for a farm business in a thoroughly market-oriented economy may differ from
rationality in the situation in which the Indian peasants find themselves. Where
rational behavior for the Indian peasant differs from rational behavior for a farm
manager, it is difficult to see how the results of farm management analysis can
help either the peasants or the planners,

The rule of efficiency in a market is that the marginal cost of producing
a little more of one crop is equal to the marginal revenue derived from that small
increment; or, in other words, that the profit of the farm coperatons be at a max-
imum. This rule ie a logical deduction from the proposition that the farmer tries
to get the greatest possible income, and from the corollary that his behavior is
efficient when there is no way he could employ the resources at his disposal to
produce greater value,

From this general rule of a market economy is derived the conclusion
that the less efficient farmers will be driven out of business because their profits
are lower or negative. However, this result depends not upon the rule of effici-
ency but upon the rule of survival, that cash income from all sources must excead
cash outlays for all purposes. The rule of survival approxdmates the rule of effi-
ciency when most "costs'" are outlays in cash, and it is with an eye to this particu-
lar circumstance that the traditional methods of farm business analysis have been

11. Since bhusa is an inevitable by-product of grain, the staple food of all India,
and since bullocks are owned by the cultivator or his landlord, the cycle
bhusa-bullock-work-grain-bhusa seems to be such an integral part of the
system that one cannot conceive of an alternative in India. Why then attri-
bute any cost to the bhusa? Yet in India farm accounts bhusa is an impor-
tant element. The alternative procedure of pricing bhusa at the cost of
alternative feeding stuffs (hay or meadow or maize or clover) would result
in showing every farm account bankrupt, to which condition it would be
extremely difficult to attach a meaning.
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developed. Where costs (inputs) have a corresponding cash outlay, as in com-
merce or in a fully monetarized industrial economy or in one of the highly spe-
cialized agricultural economies like those of New Zealand or Denmark, no prob-
lern of what is meant by rational behavior arises, and for most purposes the rules
of efficiency and of survival ceincide.

When the gap between the rule of efficiency and the rule of survival is
great, peasants' decisions and moves to survive and to fit their natural and social
environment can be very different from moves to maximize net money income or
income measured in material goodsa. The peasants' actHons may be rational and
intelligent even if "uneconomic", and proof that the peasant is doing something
"uneconomic' does not show that he is either ignorant or foolish. Many consider-
ations other than economic efficiency impinge upon the management of Indian farms, 3
from a desire to keep relatives together through activities which create prestige
but not income, to the ohservance of the rules of accepted behavior and of TE'l:'I:gi-':ln.
If the economic system provides the leeway--between the money income needed to &
survive and maximum profitability--it is not irrational to give higher priority to
non-economic activities and ends. There ie a parallel of sorts here with the busi-
nessman who can "administer” his prices or with those modes of social behavior
which so delighted Veblen. The argument is not that the Indian is peculiar in this
respect, but this his opportunilies are greater, the non-economic pressures
stronger, and the market pressures weaker. The Indian adaptation to circumstan-
ces ig therefore different, but it is not therefore lesgs intelligent.

It is argued here that the Indian peasant is rational, yet it is often pointed
out that he could increase his crop yvields by altering his farming practices. The
use of dung for cooking instead of for fertilizing fields is often cited. The case
illustrates the difficulties in the way of analysis. First, there is a shortage of
fuel in many areas. Since wood and charcoal are not available and merchants do
not bring it in, the peasants could not make their chaEEatif. from the higher wheat
yvield if the higher yield reqguired dung, Second, dung is widely used as manure
when there is enough water available to prevent burning of the plants, but it is not
s0 used in dry areas where it would do more harm than good. Third, the home
manufacture of ghee (clarified or boiled butter) and lesi (whey) requires a warm,
slow fire, and dung is much more effective here than charcoal or wood. Itis not '
go clear that the peasant should want to put his dung on the field. 12 .

The size of the gap in India between efficiency and what one must earn to '
survive is hard to discover, since we should measure the marginal cost of output
{(which at maximum efficiency equals the price of the output) against the ma rginal
cagh-outlay cost, The information needed to compute these marginal costs does
not exist, but some indication of the ma gnitude may be had from average cost
Hgures. At the Punjab Board of Economic Inquiry the figures gathered in the farm
cost project showed average cash outlays per maund (82 1lbs. ) of wheat produced
of Rs. 3, Rs. 4, and Bs. 5, while the total average costs, including implicit costs,
ran up to Rs. 15. Market prices ranged from Rs. 12. These figures indicate that
a peasant need earn only a third of what he might earn, and nevertheless retain

12. Although it may still be correct that the peasant and the rest of Indian soci-
ety would be better off il the economy were so reorganized as to make an-
other slow-burning fuels available in exchange for a higher vield of wheat
based on dung and new methods of water utilization,
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hieg farm. Where the gap is this large, or even half as la rge, there is much room
for maneuver--for the peasant to consider many other aims and values and fears
besides the imim ediate commercial anes of farm business.

In terms of equilibrium theory, rural India presents a wide range rather
than a point. Any price between the maximum efficiency point and the minimum
survival point is possible. Not only is the solution indetermina te, but it is pos-
sible to have several different prices at the same time with no mechanisrm oper -
ating to assure gradual coalescence of the prices,

In the discussion here and on the following pages, it is not intended to irmply
that there are no market-oriented reactions among the Indian peasantry, or that
they pay no attention to prices. They do when the prices are meaningful or when
the opportunities are clear. There are areas where adjustment to the money
economy is great. The larger part of the incomes of Jute growers in Bengal is
in cash from the mills and the exporters. The same ig true of the cotton growers
of Gujarat. Near the larger cities there has besn 3 complete adjusttnent to the
urban market. Around the city of Ludhiana in the Punjab, a city of over 150, 000
people, one observes belts of vegetable gardening, dairying, and fodder growing
for the milch buffaloes in the city. On a tour south of Poona in Bombay State, the
writer discovered that the potato and onion "shed" for Bombay city extended over
150 miles from Bombay. Poona, with over half a million people, is surrounded
by wvillages epecializing in milk, or in carrots and potatoes., These are all com-
mexrcial farmers and will shift from one crop to another and depend upon ocutside
sources for their consumption goods. One finds farmers in an area extending up
to fifty miles who grow wheat to sell in Poona market where they buy the cheaper
jowar grain and pocket the difference in cash. As sugar mills have spread over
the country, there has been a marked shift toward comm ercial farming when new
mills start operations. As industrial towns grow, particularly in the north where
there are a large number of refugees from Palistan, the result is the same.

Where there is a jute or sugar mill, the peasant economy has become more
monetarized, but more market-oriented in only a limited sense. The farmer can
grow and sell one commercial crop, but in the absence of competing commercial
Crops one cannot say that he adjusts to market prices. The success of sugar mills
in getting and keeping a full eupply of cane, in fact, of having to develop a system
of rationing allotments among their suppliers, indicates that within any range of
relative prices seen over the past three decades the advantages of turning a sugar
cane crop into cash on an assured basis far cutweighs any other consideration. 13
The only relative prices which have an Influence here are the prices paid for cane
by the rmills and the price of gur--a home-made, unrefined sugar, If the price
of gur rises relative to the mill price of cane, cultivators will withhold cane from
the mill and boil their own gur.

We may expect the area and effectiveness of market considerations to in-
Crease as year-round bridpes and roads are built conne cting the cultdvator with
the cities and the processing mills. A map of the large area influenced by the
Bombay market would show fingers pointing out along the good roads, with areas
of little influence close to Bombay where transportation facilities were poor. After
@ century and a half of British rule, it is not surprising to find a widening area of

1 3. See helow,
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monetarized and market-oriented farming, but in much of India today the oppor-
tunities for comme rcial farming are small and market pressures are weak,

There are many considerations which will discourage the management of
holdings on the basis of relative prices and costs and on the assumption that max-
imization of welfare as seen by the peasant can be equated with a maxmization of
accounting income. Ome is the desire to conform, and sometimes the necessity
of conforming, to a customary pattern. It is difficult to see how any peasant in
Kangra could alter his cropping pattern or farming methods independently of all
the others who share the mountainside. Outside of the commercial farming dis-
tricts and areas close to the cities, it still appears that what the v'ill:lfe elders
consider to be the right and proper thing to do carried great weight. ** Custom--
the wisdom of the ages--has an important position in all other Indian activities
and must often exert heavy pressures in agriculture in directions other than those
indicated by costs and prices. This writer has not seen a study of the effect of
religion and the priesthood (probably through astrology) upon farming decisions,
Sut here again it seems likely, in view of the effect of these upon other important
activities and decisions, that they would play a prominent part in counteracting
or eliminating market-oriented decisions. It is true that these non-economic
pressures may easily lead to economically inefficient use of resources and that
the material means of satisfying wants would increase were these pressures less
powerful, but it does not follow that the peasantry thinks that giving a higher pri-
ority to economic considerations will make for a better life. To say that the
peasant farmer ie making 2 mistake economically does not answer the gquestions
of how and why he manages his farm as he does.

Another element affecting the making of decisions is the desire to stay
away from the money-lender. Since the money-lender often has the reputation of
being a usurer and a generally dangerous man, a cultivator may feel it is wise
not to borrow even in those cagses where he sees an opportunity for the profitable
employment of borrowed funds. Sometimes the tenant holding land as 2 share-
cropper may think it wiser not to attract the attention of the landlord; sometimes
ceriain crops or procedures will make it easier for the share-cropping tenant to
secret some part of the produce and thus turn over leas to the landlord.

There is an obverse to this coin. If the money-lender has trading interests,
and thig is very often the case, he will find it to his advantage to require the cul-
tivator to grow what will fit into his other business interests rather than what will
bring the largest return to both. Since a money-lender who can make sure that
all the debtor's transactions take place with and through himself can falsify the
books and alter prices and charges in his own favor, he has an added motive to
insist upon what may be less than optimum cropping patterns. Finally, the money-
lender may consider it to be in his long-run interest to keep the cultivator indebted,
since this will guarantee a permanent income to the money-lender or an easy route

14. For illustrations of this prohlem in Community Project areas, see Adrian
C. Mayer, "Development Projects in an Indian Village", Pacific Affairs,
Vol. XXIX, No. 3, March 1956; and for similar problems in the field of
medicine see McKim Marriott, "Western Medicine in a Village of Northern
India'', Health, Culture and Community: Case Studies of Reactions to
Health F":Esrﬂ_ma, Benjamin D. Paul and Walter B, Miller, eds., New
York, 1955, pp. 239-268.
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to landlord status. The same mav apply to the landlord, whether he wants to
assure himself of his share of the crop or to ensure that the tenant has the cash
to pay the rent. Perishable crops--vegetablea, milk, and ghee--may provide a
high return to the cultivator, but since he markets them frorm day to day he is in
a position to avoid extra exactions by the money-lender or landlord, whe may
therefore prefer secure control to prompt payment. The terms of loans and
leases can be 50 drawn as to give the creditor the necessary power.

Another circumstance discouraging market-oriented reactions was found

by Mrs. Scarlett Trent in two Mysore villages. 15 Extension workers find it im-
possible to get the cultivators to adopt labor-saving devices and methods. Much
of the field labor is done by members of farnilies traditionally attached to the cul-

.t dvating families. If these laboring families did the field work they were paid,
but if there was no work to be done, the cultivating families felt obliged to support
the laboring families anyway, In consequence there were no costs to be saved by

-&: saving labor. It would be as correct to put the costs of maintaining these laboring

: families under the heads of "conspicuous consumption' or "consumption expendi-

ture for the purpose of maintaining social status" as under the head of "labor input”,

That this situation must be common throughout India is indicated by the
revalence of permanent servants, dependents, and poor relatives.

The peasant needs to eat. Before a man will become dependent upon a
source of supply for his most vital needs he must be assured that this supply will
come through to him when he needs it. Occasional marketa will not serve his
purpose: they must be regular and frequent, and large enough to absorb the pro-
duce which the cultivator brings to market. Around the cities of India belts of
market gardening and dairying have developed along commercial lines, and this
is because the cultivator knows that any day on which he brings in a couple of bags
of carrots or onions, or a wagon load of potatoes, he will be able to sell them.
However, in the country districts he cannot be sure that very small local markets
or the village shopkeeper will want his produce, and since he is close to the level
of starvation, he cannot afford to take the risk of being unable to buy staple food-
stuffs if his marketable foodstuffs or raw materials do not find a market.

‘ It is of course not merely a matter of the physical presence or absence of
2 large markets, but also of being able to get to them, Mountain ridges or rivers in
< flood can cut off a village from a source of commercial supply, and so long as

there are difficulties or dangers, the rational peasant will not risk his staple sup-
ply for the next year even if commercial considerations point to a different pat-
tern of farming.

Natural conditions reinforce this conservatism. In many areas plowing
and hence planting depend on the timing of the monsoon, while the crop chosen
depends on the time of planting. In the Deccan wheat is planted when the monsaon
comes early, jowar or bajri (millets) when the monsoon is late. The relative
prices of seed wheat and seed jowar and the anticipated harvest prices of thege
two can have little effect upon the choice made. Where the soil is shallow and the

—_——

15. Mrs. Trent, of the University of Manchester, England, told me about this
case. OShe is now writing up the results of her two-year survey of the
economy of these villages,
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climate dry, the only staple food crop whose growth is assured is bajri. A bare
leval of survival-subsistence can combne with natural conditions to produce a
farming pattern without alternatives and hence without alternative costa, with the
result that farm business accounts can do nothing to explain or to alter the agri-
culture of these cultivators.

Perhaps the most important element in the peasant's scheme of values is
the maintenance of the unity of his family and the interdependence of the kinship
over as wide an area as possible. Thus, when the peasant is faced with the choice
of a profitable action and another action which will tend to keep more of his fam-
ily on the farm, to supply security (and a dependent status) to his relatives, and
to increase the dipnity and prestige of his position in the family, he will forego
the profitable move. An instance would be the intensive cultivation of rice when i
jowar (a millet) would be more profitable but would employ less labor and feed
fewer people per acre. Again, it is to be emphasized that it is the ability to sur-
vive as a farmer while not maximizing income or minimizing costs that permits =
the cultivator to give s0 much importance to these other matters.

There is, of course, a descriptive value in farm accounts. Insofar as they
are kept in gquantities in kind, we get a picture of what the farmer uses and what
he produces. If these accounts are complete, at least as regards particular crops,
they can be nused by an agronomist in an analysis of what methods the farmer could
better employ. At the descriptive level and at the technological level farm ac-
counts are useful, but it is at the level of economic analysis--in accounting for
the peasant's behavior and in formulating policies which will induce him to change
his pattern of behavior--that farm accounts based on western concepts of economic
accounting can be misleading. A study of farm management in India requires far
more emphasis upon the discovery of the variables within the village structure
which govern peasant farm management decigion and much less upon efforts to
force peasant farming operations into the pattern of western analytical classifica-
tions. Farm costing can become fully relevant only as a subordinate aspect of a
study of the techniques and motivations of present peasant managem ent.

The criticism of the employment of India's agricultural economists in the
pursuit of farm business analysis rests on the danger that conclusions derived t
from such research may be in error in regard either to evaluations of welfare or
to the formulation of policy.

For instance, figures of net income may be misleading when peasants do
not actually incur some costs or in effect enjoy a higher price for their product
than that imputed from the market. If most costs are implicit, no matter how
high they are they do not reduce the available product. As a result, costing of
land owned by the cultivator, of the labor of his family and his permanent serv-
ants, of seeds supplied from his last harvest, of manure from his livestock, of
the bhusa fed to hia livestock, of cotton sticks used for fuel, all tend to misrepre-
sent the farmer's income and welfare position. When a farmer stores his own
grain and his wife pounds or grinds it, the farmer and his farnily in effect produce
and consume flour which should therefore be priced at current retail prices. The
common accounting practice of pricing grain cutput at the harvest price of grain
thus understates the farm's income by as much as fifty percent.

The real test of income welfare is not the harvest value (with all the diffi-
culties of imputing this value) less costs (which involve even greater difficulties
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of imputation), but rather the food and other produce available to the family plus
any net addifions to the productivity of the farm resulting from the employment
of "free" time to spade, to plow, or to irrigate.

To illustrate, of three sets of farm records intensively studied by the
author, it was found that in each case an appreciably larger income (10 to 25 per-
cent) could be attributed to each farmer by altering the assumptions on which
costs and values were imputed. That there was merit in making such alterations
became apparent when it developed that although the farm recorde showed thease
farmers operating on the margin of deficit, some vears at a loss, sorme at a small
profit, nevertheless in two cases the farmers were lending money from their
earnings and in one case had been increasing the farm size by buying from neigh-
bors. Certainly this could only be possible when the farms were in the most rel-
evant sense operating with an "investible surplue'. If the records do not show
this surplus, it is reasonable to assume that there is something wrong with the
recards. What appears to be more important than the possibility of poor record-
keeping is the possibility that the kind of records which the cultivator is asked to
keep do not truly reflect his mode of operations and so lead inevitably to a mis-
statement of his position.

Arnong the policy decisions which may be made on the basis of farm busi-
ness analysis are those:

k. to give farmers a minimum guaranteed price on their output,

[l

to use price (and subsidy) policy to stimulate production.

to stabllize prices.

fLad
.

4. to decide on the capacity of farmers to borrow and on their ability to save
and invest.

5. to evaluate changes in national income, savings, growth of agricultural
income, and tEE:- make changes in the development plans on the basis of such
1

evaluations.

In every one of these cases a reading of the record on the basis of western farm
management research methode can lead to unnecessarily costly or to unanticipated
Tesults,

The minimum price needed to maintain production and the flow of goods
into the urban markets may be far below the price indicated by the costing anal-
ysis. This will be true whenever the effective price to the farmer exceeds the
price needed to assure survival, So long as the farmer's cash receipts on the
cutput he sells exceeds his total cash outlays, he may be willing to bring some of
his output to market. In fact, a lower price may force a larger amount on the
market in order to pay land taxes, local taxes, and water rates. Only when the
price falls below this level will the farmer be in trouble. While we do not know
what his minimum price is, we do know that it is not--except by pure chance--
either the average cash outlay cost of a crop or the average cash outlay plus

16. All these decisions are at present being actively debated in India,
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implicit cost of the crop. It must be higher than the former, or the farmer

would have to sell his entire output to pay his cash costs, 17 and is probably lower
than the latter. At any rate, despite price declines during the First Five Year
Plan (1951-56), the urban food shortage disappeared, and agricultural production
was reported to be increasing.

Another piece of evidence indicating that prices and accounts will not ex-
plain peasant activities is the history of sugar prices and output. Since the 1920's
the amount of cane coming to the sugar mills has increased steadily despite a
decline in the price of cane relative to other crops. The answer seems to be
that an assured market (the new sugar mille) will bring forth a supply at lower
prices, It is not the level of the price; it is the assurance that a price can be real-
ized fifteen to twenty months after the crop is planned. Price fulfills the functon i
of rationing an existing supply coming on the market and adjusts purchased con-
sumpbtion to abnormal supplies in very good or bad years, but price does not have é
an adjusting effect upon future supplies.

The writer attempted a number of correlations between acreage planted
to the major crops and prices. It seemed reasonable to assume that expected
prices bear a positive relationship to current and recent prices, so correlations
were made bDetween acreages and price relatives without lags, with one, with
two, and with three-year lags to allow for the varying length of crop pericds,
and between acreages and the price relatives averaged over the preceding three
yvears, for the Punjab in the years 1939-53. The only significant correlations
were for barley and maize, which are regarded as the least commercial of crops.
Graphs of indices of prices and acreages for Uttar Pradesh durin% the period
1919-1939 showed criss-crossing lines indicating no correlation. 8

We may therefore conclude that a program of price supports is unneces-
sary to keep the farmers producing and to keep them from bankruptcy, high im-
pufed costs notwithstanding.

The supply (schedule) of agricu_lturai produce seems to depend very much
on what the peasant finds himself with after deducting the neads of his family from
his harvest. If this excess or surplus is large, it will go to the market, whatever ‘
the price, and if it is small it will not increase even with higher prices, because
he will first take care of his own family's immediate consumption requirements.
When interviewing cultivators, the writer asked why the particular crops grown
were chosen, and the usual answer was that hia family needed themm. Answers to
questions about what was sold and why generally involved remarks to the effect
that the crop yield was more than the family needed. If the size of the farm per-
mitted it, the cultivator would devote a larger acreapge to each crop than he antici-
pated was necessary. I luck was poor, this provided a cushion. If luck was good,
it provided extra cash. The cultvators did not say that they planted a particular
crop because the price was relatively high or because they expected it to be high
next year. Furthermore, there was apparently little effort to vary stocks in order

17. After paying these costs, he presumably starves to death.

18. In a note Dr. Raeburn of L. 5. E. informs me that students of his have found
significant correlations for grains, cotton, and oilseeds. From my own
computations, I still regard the question as at least undecided.
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to even out year-to-year fluctuations in yield. The considerations were first,

to supply the family's needs this year, and second, to take what cash could be
acquired for the surplus. This being the case, a price policy designed to increase
the production of a certain crop or, more especially, to increase the flow of that
crop into the market, may fail. The rational reacHon of the peasant may not be
the expected rational market reacton. No price will induce a larger supply if the
peasant is not sure that he can use the proceeds of a sale when his village is cut
off from the market town during a monsoon. A change in relative prices would
have to be very great to induce a well-to-do peasant to let his '"retainers'’ go. The
rational reaction of the peasant is likely to be the maintenance of his self-sufficiency.
In the usual terminelogy of economic analysis, the price of agricultural produce

in India has a rationing effect, and a distribution effect on cash incomes, but there
is a good deal of evidence pointing to the conclusion that it has much less effect on
what is produced.

Oniy @0

Stability of prices of the staple food crops would be a great virtue for those
who live in towns, but from the farmer's point of view, it ia not nearly so impor-
tant. The higher the price, the larger the peasant's cash income, but this is a vir-
tue of high, not of stable, prices. Hig need is for an assurance that his cash in-
come will cover his cash outlays, but these are only a small portion of his real
income and expenses. The idea that the peasant needs price stability comes most
likely from the farm accounts which show fHluctuating harvest prices and steadily
mounting implicit costs over the past decade. Remove these implicit costs from
the accounts, and it becomes more difficult to see why the cultivator needs a
stable price.

A most interesting case of the possible misinterpretation of the significance
of the management of a farm arising from an analysis of farm cost records can oc-
cur when rating the riskiness of loans to farmers. The true risk involved in a
loan depends on the farmer's willingness and ability to repay the loan, but a poor
accounts position can be associated with a high ability to repay while a good ac-
counts position can be associated with a low ability to repay. A poor accounts
position will oceur when the income of the farm including imputed values is less
than the cost of farm operations including imputed costs, yet, at the same time,
the cash income of his farm can exceed the cash expenses of the farm by a large
margin, and in this case the farmer is an excellent loan rigk., In the other case,
if the cash income of a farmer is roughly equal to his cash costs, even though his
imputed income is much larger than his imputed costs, a real problem arises as
to how this farmer is going to repay his loan, If the proceeds of the loan are used
to increase the farmer's cash income, the problem is solved, but if the proceeds
are used in a highly productive way--which does not increase cash receipts--the
farmer is clearly a much worse risk than his less efficient competitor, This can
occur, for instance, when the farmer invests ime and energy in improving his
holding and its future productwvity, but lives in an area where transfers of land to
money-lenders is prohibited (e.g., all land held by sirdars--tenants of the State--
in Uttar Pradesh), so that the creditor cannot tap the increase in land value.

On the level of national income accounts, the normal farm business anal-
ysis can be equally misleading. The figure reflecting the true or welfare income
of the peasant need not, and most often will not, equal the income computed from
farm records; the savings potential of the peasantry may exceed or fall short of
the surplus shown on farm and domestic accounts, as when the capacity for non-
monetary investment in the form of the investment of one's own or one's servant's
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time is large, or conversely, when cash outlays rise relative to cash receipts.
It seems likely that the real incomes of farmers in India have fluctuated much
less in the last few years than data on costs and prices indicate. It also seems
that the amount of non-monetary investment has been greater than is commonly
realized because much of this sort of work-investment is hidden in the every-
day activity of the farm family and its servants.

The conclueion in regard to farm management research is that data of
the farm costing type will not be so useful as has been anticipated in India, for
it neither reflects many of the problems most relevant to peasant decisions
nor the chanpges in conditions which the planners need to know about in order
to fit the program for agricultural development into the context of Indian peas-
ant farming.

What would be a better employment of resources for research into Indian
farm management? For broad estimates of national output of various crops
and for trends in the cash costs of farm operations, individual farm records
are not necessary, and in fact, other methods would be more accurate. For
national magnitudes the recently adopted system of crop-cutting is undoubtedly
better, and further effort should be devoted to an extension of these experi-
ments by type of crop and division into sub-samples for smaller areas. Stra-
tified random samples of the prices of fertilizers, iron, pumps, engines, diesel
oil, land revenues and water rates, cash rents, local taxes, and the prices of
bullocks and buffaloes would provide knowledge of the trends in the cost of cash
inputs much more cheaply than similar information derived from detailed farm
accounts.

At the present time a fuller understanding of Indian agriculture depends
less on the commercial accounts of farmers than it does upon developing a
picture of the Indian farmer. We have seen that the usual procedures of data
collection and analysis can be misleading. Instead of pursuing this difficult
and not fully relevant path, it would be better to devote the funds and person-
nel available for research in agricultural economics to the factors most rele-
vant to peasant decisions: the importance of self-sufficiency, of family unity,
of personal prestige, of family secrecy, of farmer-employee relations, of
inter-caste relationships, of the availability and characteristics of the markets
in which the peasant buys and sells, of the peasant's attitudes to these mar-
kets and to his landlord or to the local money-lender, of village customs and
social relationships. It would be surprising if the results of this kind of re-
search did not vary widely between areas in India.

Before the prices in local markets, in town markets, and in country
gshops can be used for imputing values and costs, it is neceasary to have de-
tailed ocbservational reports on the workings of these markets. We know very
little about how bargains are struck, the means and terms of payment and
delivery, and how these terms are interpreted, the frequency of attendance
at the markets by cultivators, the reasons for their attendance and the cir-
cumstances in which they attend, the systems of grading and valuing and the
systems of finance and credit in each market. Here again, we should expect
significant variations between different types of markets and between markets
in differsnt regions.

t
A
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The normal form of farm accounts assumes a particular background--
that of a commercial agriculture operating in a monetarized economy--and
these accounts will be rni!i]r;-l.ri".n_g in another setting. Because the -"F!’Ifin.qﬁ of
the Indian and western farm economies differ, because the circumsetances of
the Indian and the western farmer differ, and because their immediate aims
differ, we must have this background first. When we have found out why the
Indian farmers do or do not invest in fixed capital, various kinds of equipment,
livestock, fertilizers, and crop rotations, and under what conditions they
would invest more and market more, then only can we supply knowledge of
farm business accounts to elucidate questions of welfare and policy.

The limitations and shortcomings of the farm costing projects which
have been outlined in this paper are not the results of setting up poor projects--
on the contrary, the projects are fully thought out and well organized--but of
entering upon a form of research which is inappropriate to the conditions under
which the Indian peasant operations and which can only be brought to useful fru-
ition after research has produced classifications appropriate to the peasant
economy.
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THE PECULIAR ECONOMICS OF PROFESSIONAL SPORTS *

A CONTRIBUTION TO THE THEORY OF THE F1rM 1N SPORTING
COMPETITION AND IN MArkET COMPETITION

WarteEr C, NEALE

LomzSchmelling paradox, 1. — The inverted joint praduet or the product
joint, 2.—League standing effect, 3.— Fourth estate benefit, 3. — Multifirm
plants, 5.— Diminishing quality returmns, 8. — Input-enthusizssm effect, §.—
Roger Maris cobweb, 12. — Bobby Layne rigidity, 12.— Archie Moore invisi-
bality, 13.

Professional sport promoters and owners of professional teams
have long claimed a special position in respect to the monopoly
laws and the constitutional prohibition against slave labor, and re-
cently they have been deservedly successful in appeals to Congress.
This paper presents the results of serious thought about the prob-
lem, serious thought enpgaged in after choosing sides on the issue. 1
submit that the “firm” in professional sports is indeed in a peculiar
position vis-&-vis our accepted way of looking at the firm in a com-
petitive market. The basic proposition ean be called the

Louws-Schmelling Paradoz.

If we ignore for the moment the legal reasons in the United
States for avoiding a monopoly position, it is clear that the ideal
market position of a firm is that of monopoly, whether to maximize
profits or to maximize the comfort of life. If we consider the
monopoly laws, the ideal position is as close to monopoly as the
antitrust divieion will permit without prosecution. In brief, a firm
18 better off the smaller or less important the competition, and it
will try to attain s situation in which it is the sole supplier.

But now consider the position of the heavy-weight champion
of the world. He wants to earn more money, to maximize his profits.

* For the onginal stimulus to this paper I am indebted to Mr. Charles
Conerly of Mara Universily and to Coach OUle Pro of Falstaff University.




2 QUARTERLY JOURNAL OF ECONOMICS

What does he need in order to do s0? Obviously, a contender, and
the stronger the contender the larger the profite from fighting him.
And, since doubt about the competition is what arouses interest, the
demonstration effect will increase the incomes of lesser fighters
(lower on the rating seale or lighter on the weighing scales). Pure
monopoly is disaster: Joe Louis would have had no one to fight
and therefore no income.

The boxing champion is the striking case, but the problem is
equally great for any professional team. Suppose the Yankees used
their wealth to buy up not only all the good players but also all of
the teams in the American League: no games, no gate receipts, no
Yankees. When, for a brief period in the late fifties, the Yankees
lost the championship and opened the possibility of a non-Yankee
World Series they found themselves — anomalously — facing sport-
ing disgrace and bigger crowds.! If the Yankees, then, do not wish
to monopolize their own league, why don't they buy out the National
League? The answer is, of course, all those World Series receipts.
“Oh Lord, make us good, but not that good,” must be their prayer.

Now we must face the question of whether it i= possible that
there is a business which, contrary to all we have learned about the
business world, finds monopoly unprofitable. The answer, econo-
mists will be pleased to learn, is no — that a business monopoly 12
profitable in the sporting business as well as in the business of life.
The firet peculianity of the economics of professional sports is that
receipts depend upon competition among the sportors or the teams,
not upon business competition among the firms ruoming the con-
tenders, for the greater the economie collusion and the more the
sporting competition the greater the profits. The paradox appears
because the firm in law, as organized in the sporting world, 12 not
the firm of economic analysis; and the item sold by the sporting
firm is oot the product of these firms, or not entirely. We have, In
fact, the phenomenon of

The Inverted Joint Product or the Product Joint*
We have long been used to the idea of a firm producing several
products from an indivisible process. The sporting firms produce

1. When the San Diego Chargers of the American Football League ran
roughshod over their competitors in the fall of 1061 the fans began to stay
BWHY. .

2. Bince & joint product refers to two products technologically resulling
from a single process, we need another term for a single product resulting
from diserete technological processes, and following the ]_11'u[IL'-~.iu|:‘.=i tradition
of jumbling words (value of marginal product, marginal value product) we
here invert the words to symbolize single product of two processes.
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an indivisible produet from the separate processes of two or more
firms (in law). But the product itself is a peculiar mixture: it comes
divisible into parts, each of which can be and is sold separately, but
1t 18 also a joint and multiple yet indivisible product.

To be speeific, professional baseball teams produce a complex
product; or in common parlance several interrelated streams of
utility. There 18 first the saleable unit of the seat in the ball park
during the game, the service sold by each firm ( Yankees, Senators,
and intermediates) and generally regarded as the business of and
the utility produced by the sporting firm. Then there is that
strange sale of the utility of TV viewing where we the people
enjoy the utility while nonsporting businesses pay the bill for us.?®
However, there are two other streams of utilities. There is the pen-
nant race enjoyed by all and paid for by none. This we call the

League Standing E ffect.

Of itself there is excitement in the daily changes in the stand-
ings or the daily changes in possibilities of changes in standings.
The closer the standings, and within any range of standings the
more frequently the standings change, the larger will be the gate
receipts. Thus the free provision of the race utility has a favorable
feed-back effect upon gate receipts, and we may treat this effect
as a kind of advertising. Note that this advertising is also free
to the advertising sporting firms —it has no opportunity cost —
and that it too illustrates the Louis-Schmelling Paradox in that the
more suceessful in sporting competition the firm is, the less effective
18 the advertising feed-back of race utility. The “league standing
effect”” is not limited to the consumer utility stream and the adver-
tising feed-back because it is also a marketable commodity, but
not for the producers. This quirk we may call the

Fourth Estate Benefit.

Newspapers report the play, the outcomes, and the resulting
“league standings” of games, and these reports are a major cause
of sales and therefore of direct and advertising revenues to news-
papers (and of course to sports magazines) : in fact, a case of econo-
mies external to the industry. Two separate sets of activities are
needed to produce the game write-up — the game and the reporter-
newspaper-printer-distributor complex. The former could occur
without the latier, but the latter cannot oecur without the former,

3. Which raises an interesting question about whose marginal rates of
substitution on what indifference map.
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yet the latter iz the finanecial beneficiary of this product joint from
two different economie spheres (although we must allow for the
advertising feed-back to gate receipts {rom press stories).

5o far as the argument has carried us we may conclude that
the product of professional sporting activity i& not merely (1) the
mateh, but alzo (2) the “league standings” (or championship), the
progress towards a championship or changes in the standings, topics
of conversation., and press reports. Furthermore, (3) a business
firm — Joe Louis or the New York Yankees — cannot produce any
of these streams of utilities alone. It must have the cooperation of
a second business firm even fo produce the game; to produce the
other utilities it must have the cooperation of several business
firms.*

The conclusion, then, is that the business firm as understood
in law (and therefore in common discussion) — Louis or the
Yankees —1s not the firm as understood In economic theory.
Rather, the firm is the league, or all professional heavvweights.
Once this point i= realized, the theoretical conclusion is clear: each
professional sport is a natural monopoly. The several joint products
which are products joint of legally separate business firms are really
the complex joint produects of one firm, and thiz firm is necessarily
an all-embracing firm or natural monopoly.

A matural monopoly as commonly understood 1s an industry in
which a single firm ean satisfly the market in the declining portion
of its long-run average total cost curve. If defined as one in which
a gingle firm can satisfy demand at a lower long-run average total
cost than ean be achieved 1f two or more supply the industry’s
produet, it would be possible to have a natural monopoly where
long-run costs are constant, if their level varies with the number
of firms, or where average costs are rising if the minimum and
rising portions are so low that any division of the market between
two firms results in higher costs for both on the declining portion
of the eost curve beeause of diseconomies external to the firm al-
though internal to the industry.

[n law a firm 18 regarded &8 a person, persons, or organization
having the right to own property and to contract. In economics a
firm may be defined as & “decistion-making unit whose major ob-
jeetive 18 profit” (however Harry Wismer may define the term),
but this definition assumes that the “decision-making” and the

4. Tt might be argued that any firm buying mmputs from another firm
requires the cooperation of the second firm, but thie is stretching the meaning.

The cooperating firms in sports are not willing buyers and sellers from and to
each other but together (and with the press) sell to third parties.
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“profit-taking” units are identical, whereas in professional sports,
while the legal firm takes the profits, the league makes the deei-
clons. Professor Robert Dorfman suggests parallels to the league
in trade associations, the Eastern Railway Conference, the com-
bination of various firms for construction jobs, and the joint ventures
of Gimbel's and Macy's in the United Parcel Service and the bridge
conneeting the stores, holding that in none of these cases have the
business firms merged. But each of these organizations iz a firm
by the definition, “a decision-making unit whose major objective
18 profit.” The railways make decisions jointly about through-
routing and rates, to maximize their profits, and so small a coopera-
tive effort as common billing by a trade association is a joint deci-
sion made to reduce costs (i.e, increase profits). In short, although
legally separate, in substance the associations and conferences act
as would the management of a trust or holding company insofar as
they reach joint decisionz on marketing and pricing, and therefore
can be regarded as merged.

If department stores were to withdraw from all business ex-
cept the joint ownership of a delivery firm, or if railway companies
were to restrict their activities to the joint management of a termi-
nus, one would think of them as merged for any questions of eco-
nomic substance. Operations such as the cooperative selling to each
other and to other buvers by plumbers, earpenters, and builders in
the eonstruction industry do parallel sporting firms in that both are

Multifirm Planis.

Familiarity with the coneept of a multiplant firm should not
blind us to an occasional reversal of form created largely by the
peculiarities of our law of property. The “plant” of the construe-
tion trades is the building =site. At a minimum one might say that
the “plant” of the gporting firms is the playing field, but without

the league the playing field is incapable of producing the champion-

i

ship product, so the concept of “plant” must be enlarged to encom-
pass the leapue. Furthermore, the parallel between the building
industry and the sporting firmes is not complete, for the sporting
firms sell an indivisible product (once divided it i= no produet at
all) to the consumer and contribute exactly the same inputs. The
parallel should be with two or more plumbing companies joining
together to sell their services as a single source of supply. Where
there is joint decision-making because it 18 cheaper to do so, the
resulting arrangement may be more easily seen as a monopoly if a
(partial) cartel may be considered, as I would, a firm.




i QUARTERLY JOURNAL OF ECONOMICS

As for Gimbel's and Maey's, my mother-in-law assures me that
“everyvone knows they are in each other’s pockets.” 8

An objection may be raised that one can have several leagues,
and that these leagues are, or should be, competing firms. As one
surveys the history and present state of the sporting trades one
must admit the possibility, but one must also recognize that as a
matter of observation there appears to be a strong tendency toward
a single league, and this for one good reason: only a single league
can produce that most useful of all produets joint, the World Cham-
pion. Analytically we must regard the National League and the
American League as one, for they come together each autumn to
produce the World Series. Despite the differences in form, the sub-
stance of this World Series product is identical with the single
leapue championship in the National Football League arrived at
by business collusion in cooperative sporting competition between
an “eastern division” and a “western division” team. Hereafter
we should therefore refer to the two major leagues in baseball as
“divisions™ within the larger league-firm.

At the present time the trade of professional football is divided
in two in the United States, with a eompetitor in Canada. There is
no meeting on the field of play between the National and the Ameri-
can Football Leagues. The result is an absence of sporting competi-
tion, but very strong interfirm competition between the old and
new leagues. Do we therefore have oligopoly? Yes, in the short
run, in the same way that some American railroads have tried to
compete: but in the long run, No, because this is inherently a tem-
porary state of affairs. We witnessed a similar situation just after
World War IT when the All-America Conference challenged the
National Professional Foothall League. The result in that instance
was the demise of the Conference with the older League absorbing
some of the teams of the bankrupt Conference. Logically we may
distinguish four cases or four possible histories of interleague busi-
ness competition:

1. The Major Leapue Baseball solution: the joining of eco-
nomically competing oligopolistic firms into sportingly competifive
natural menopolies,

2. The professional football solution of the forties: bankruptey
for one or the other of the economically competing firms.

3. The survival of two or more leagues because they are not
economically competitive. This case occurs when the leagues are

5. Mrs. Paul B. Sheldon, New York City, oral communieation, March 23,
1063.
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operating in different geographical areas or are inherently non-
competitive in both the sporting and economic sense, as in the case
of boxers of different weights, or, a few years ago, baseball players
of different colors.

4. The survival of two or more leagues which are economiecally
competitive and which could be sportingly competitive.

The first two cases have been historieally the common ones.
The third case is actually rarer than one might expect. Of eourse,
when it is patently ridiculous to compete in sport — to match a
heavyweight with a flyweight — two leagues or championships co-
exist, but where sporting competition is prevented by geographieal
difference the tendency is to enlarge the area of sporting competition
until in fact there i only one league, Thus we find that Australian,
West Indian, Indian, Pakistani, and English ericket, separated about
as much a= is possible (or was possible before Gagarin) merge in that
great international eartel, the Test Matches. Again, soccer (mis-
takenly ealled foothall by literally minded foreigners), which is for-
mally organized in teams merged in national leagues, has become a
eartel of international matehes. Since cartelization is necessary not
only to maximization of profits but also, even especially, to maximi-
zation of output, the geographiecal division of the market iz an inher-
ently unstable situation usually replaced by a naturally monopolis-
tic firm whose market region is everywhere that the sport is played.®

Whether or not two leagues can survive within the market
ares —our fourth logically possible case— depends on the facts
of the matter, or, put more realistically, on the relative shapes and
positions of the demand and cost functions. From the sports pages
it 18 difficult to glean solid data to which to fit functions, but one
does form the impression from the history of sports that such sur-
vival is unlikely. In effect, the argument here depends upon the
acceptance of premises for which direct evidence is thin on the
grounds that the conclusion reached from the premises 18 con-
sistent with observation.

The long-run cost curve of seats-at-games for the league-firm is

6. The apparent exceptions of United States and Japanese baseball and
of the eportingly independent United States and Canadian football leagues
partly reflect difficuliies of amalgamation across national boundaries, but more
important, both Japanese and Americans agree that the Japanese teams could
not win an internations] World Series and it 15 thus unnecessary to prove by
formal compelition that the American winner 15 the champion, But even here
when exhibition games begin to show the Amerncan superiority at its own
sport. 18 questionable, one should expeet cartelization into an international
league. Perhaps, too, the pressure for Canadian-United Btates competition
ig low because it 13 not widely believed that the Canadians might win.




5 QUARTERLY JOURNAL OF ECONOMICS

probably flat or almost flat. As one expands the firm the guality
of the product 1= affected by two contrary tendencies, The first is

Dimmishing Quality Kefurns

because the quality of raw materials declines as less efficient inputs
are drawn into the sport. One may treat this as producing an in-
ferior product for which there is another, lower demand funection
for lower quality “game seats” (which means a reduction in rev-
enue per game seat).” Alternatively one may regard the diminish-
ing quality returns as an inerease in the cost of producing the
same gquality of game seat. In either case there iz a limit to the
size of the most efficient (least minimum average cost per constant
quality game seat) league-firm, given by the cost funetion. The
limit on size applies no matter how few or many leagues there are,
so that one large league can provide any quantity of product as
cheaply as two or more smaller firms. Thus there 1z no effieleney
argument against monopoly, and there is a likelihood that the first
league in the sport — like the first utility in a city — will become a
monopoly. But any upward shifts in costs (or downward shift of
quality and therefore the substitution of a new demand curve} are
eounteracted by the

Input-Enthusiasm E ffect.

Whereas one finds that human ahbilities In various directions are
randomly distributed in any population, one also finds that skilla-
bilities in sports are concentrated regionally. How else can we ex-
plain the disproportionate number of first class tennis players and
ericket batsmen from Australia, or runners from Australia, England
and Scandinavia, or of passing quarterbacks from Texas, other
than by reference to the public attention and private coneentration
put into the development of these particular skills? And this input
into the inputs is a result of the enthusiasm for the sport in the area,
which in turn is both a consequence and a cause of the seale of
operations of the sport in the area. In other words, the larger the
seale of operations, the higher the quality of inputs and of produets,
or the lower the cost of a constant gualifty game seat.

When one shifts one's focus from the use of resources or the
quality of produet to the money costs it is reasonable to suppose
that less perfect inputs (produeing lower quality games) will earn a
lower return, so that the eost per quality unit will not change as much

7. However, we know by introspection that the reduction will be small

gince the appeal of the seat depends mostly on the uncertainty of the outcome
and on the weather.
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as the quality changes. Both the “enthusiasm effect” and the lower
salaries of lower quality sportsmen will flatten any rising tendency
in money ecosts consequent upon diminishing returns. Enthusiasm
simultaneously inereases (1) the demand for game admissions and
therefore the derived demand for skilled players and hence their
salaries, so that the monetary cost of each unit of the larger supply
of higher quality players rises; and increases (2) the supply of
skilled players. The net effect of the increase in demand on gate
receipts and on derived demand will merely tend to shift, the curves
northeastward without a “squeeze” on profits, while the unde riying
“enthusiasm effect” will lower the supply sehedule of inputs. Larger
scale, therefore, does not necessarily inerease costs more than rev-
enie.

All this, of eourse, is in conformity with our economie expecta-
tions, but the supply mechanism is not market pricing. The supply
of gkilled inputs is developed in the sphere of amateur activity —
specificially in the schools — so that the equilibrating mechanism
works not through priece response but th rough enthusiastic response
and the human desire to conform fo standards of group approval,

The net effect of diminishing returns, of the tendency toward
constant money costs in quality units of input, and of the “enthusi-
asm effect” may be constant costs, inereasing costs, or decreasing
costs. In the absence of information, T guess that the long-run
supply curve of the league-firm is roughly constant for output units
of games by pairs of teams,

One usually expects a constant cost mdustry to be competitive,
ceteris paribus; but cetera mon sunt paria. Even if professional
sporis are constant eost industries the “World Champion utility”
can only be created by cartelization. Furthermore, there is inter-
dependence between demand and supply. The total size of the in-
dustry (in game-seats) is determined by the intersection of demand
with supply, and if the long-run supply curve is horizontal one
might say that it is strategically determined by demand. But de-
mand 1tself is in large part a reaction to the sporting importance of
the events, the sporting importance depends upon the “fourth estate
effeet” and the “public conversation effect,” and since these effects
in turn depend upon the scale and universality of the championship
at stake, the function will move up to the right for a more conclusive
championzhip, and down to the left if the leagues deeided to avoid
meeting in a play-off. Thus demand and supply tend to interseet
at the point of a single, monopoly championship wherever that in-
tersection may be (the You Don't Say Law).
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On the supply side the long-run cost curve is horizontal, but the
height of the curve above zero depends on the costs to the business
or league-firms. These costs consist mostly of two elements: (1)
fixed costs of interest or rent on the stadium capital and the cost
of equipment and transportation for the firm, and (2) quasi-rents
for the players. The price of any player 18 partly a function of
his willingness to play, for the athlete need not enter the players’
market since he has alternative opportunities, but onece his minimum
supply price is met the team firm is paying for an unreproducible
talent, or a quasi-rent. If there are two firms bidding for his talents
the quasi-rent will probably be higher than if there is only one
bidder who is engaged with the player in bilateral bargaining.
Since league firms typically prohibit multiple bidding by their team
component firms counterbidding arises only when there are two
independent leagues.® The existence of economically but not sport-
ingly competing leagues thus raises the money costs to both leagues
and so endangers profits. While in logic there is no reason why
both leagues cannot continue to enjoy profits, or at least no losses,
they are unlikely to do so. The salary of a player has much in eom-
mon with ground rents, but the analogy must be understood to
apply by lot, and iz not complete. As in the result only one store
actually uses one lot, so only one league employs one player. But
whereas several stores can compete in a shopping area when they
gell the same products because nonrental costs of and demand for
the products of each store are the same, two or more leagues prob-
ably will not enjoy identical nonrental costs and demand. Trans-
port to and from Kansas City from other points will not be the
same a8 to and from Houston, while the urge to go to a ball game
will differ from eity to city (or from the Bronx to Brooklyn). Only
in the unlikely event that both leagues field teams in exactly the
same cities (and with exactly the same appeal to historic loyalties)
will there be a no-profit-no-loss Chamberlinian equilibrium. One
therefore expects competitive bidding eventually to raise quasi-rents
for one league or the other above the spread between its other costs

B, A vanety ol liberties and restruints charsctenze the quasi-rent bar-
gaining process in professional sports. In Amencan {foothall the “player draft™
gliminates within-league counterbidding; in baseball the teams must bid
against each other to contract with B new playver but ones the contract is
gigned the other teams cannot make eounteroffers dunng the fellowing years.
Similar arrangements exist in other team sports, but in the sports of individual
competilion, eg., boxing, the plaver and the business firm merge so that the

quasi-rent payment to the competitor merges with his windfall profits and his
income 13 undifferentinted.
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and its receipts, at which point the fourth solution becomes the
gecond.?

Competition exists not between teams or leagues but hetween
gports. Paying fans and newspaper readers prefer one or another
sport — I suspect largely because Dad preferred it — but shifts in
taste do occur and the leagues, or even the component teams acting
independently, can encourage such shifts. Between the wars the
New York (football) Giants built a loyal following by selling tickets
extremely cheaply to children. Colorful people, youth leaders, im-
moral people, all ean be used to attract attention to a sport. Iee
hockey undoubtedly has inecreased its popularity over what it would
otherwise have been by the public notice of brawls during games.

Definite divisions of the sports market seem to be characteris-
tic. First there are the national divisions, marking off American
baseball from Commonwealth cricket, American football from inter-
national soccer. Second, there are the seasonal divisions, leaving
baseball dominant in the spring and summer, football in the autumn,
and basketball in the winter. Third, there are divisions among
social classes: cricket is upper-class and soceer working-elass in
England ; baseball was the sport of the small town In America while
professional football grew up in the industrial cities. Although these
divisions may not be immutable they are certainly hard to change.
Professional football has crept back info the late baseball season
and forward into the baskethall-hockey season, but efforts to estab-
lish an American soccer league in monopolistic competition with
baseball (during June, July, and August) have met with little favor.

Within the general framework of a whole-sport monopoly there
are some additional peculiarities. We are familiar with the cobweb
theorem, which depends upon next period’s supply responding to this
period’s demand. But in professional sports we have the

9. Professor Benjamin Higgins pointed out that some other trades re-
guire competition to sucreed, One 18 law, a single firm needing others to
fight in court; another is fashion, the interest arising from the differences be-
tween two designers. There are perhaps more for there 15 no reason to believe
that & “peculiar economics” iz confined to professional sports alone. How-
ever, the two examples, while requinng competition for profits, are not cases
on all fours with professional sports. Fashion requires separate, economically
as well as aesthetieally, competing units and so does not tend to coalesce
into & monopoly. Furthermore, the supply of {ashionable goods 18 the product
of many factories and stores all over the world, not of the designers them-
selves, They are more like leading architects than leading coaches. The
practice of law also does not tend toward monopolization of the business
firms; and unlike both sports and fashion its practice cannot be called incon-
sequential. The need for competition within the eourts stems not from the
economics of business, as it does in prl:l:h_-r::-_iiu]mi sparts, but rather from the
adversary structure of our system of justice. Whereas sports require sporting
competition and business monopoly, fashion and law require both interfirm
business as well as aesthetic and legal competition.
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Roger Maris Cobweb.

The demand for Roger Maris' services for next year depends

upon hiz performance this yvear. The cobweb has been inverted
with demand reseting after a delay to supply; and the 1962 quasi-
rent depended upon how ruthlessly Maris pursued the home-run
mantle in 1861. Note that to introduce the concept of expectations
does not alter the point, for the famous hog eycle —in which the
sex urge of pigs responds to slaughtering prices in Chicago — is also
one of expectations. Here one might note that an explosive cobweb
15 unlikely sinece the supply curve of talent in the quasi-rent range
must be vertieal and the height above the minimum price which
Mr. Maris will accept and the depth below the maximum which
the Yankees will offer Mr. Mariz depends upon bargaining tech-
nigue. Below the minimum whieh Mr. Maris will take we have
& horizontal supply curve and Mr, Maris leaves the market.
Whether marginal analysiz of input pricing will work at all is
doubtful. Whereas one can speak of the marpginal steel worker
without naming him it seems & little foolish to speak of the marginal
quarterback of the Steelers. Marginaliem seems to break upon the

Bobhy Layne Rigidity.

There are possibilities of substitution of an indireet sort.
Clearly one cannot field more than eleven laborers in a foothall
rame, ‘Nor can oné use two poor quarterbacks instead of one
good one”’; but one can use a better line to give a weaker passer
more time or a faster fullback to make up for the absence of two
first-class halfbacks. Such considerations obviously weigh with

teams in thelr drafting and trading operations sinece Baltimore let

Mr, Lipscombe go and the Giants put more effort into finding de-
fensive personnel than into finding new offensive backs. But here
one fails to see just how the Colts and the Giants compute the mar-
ginal returns of tackles, of pass recelvers, and so forth. In baseball
batting averages and earned-run ratings provide a better puide to
marginal produetivity computations; but in both sports the value of
the marginal produet is only indirectly and roughly related to these
sporting measures since it is the effect upon the gate receipts which
counts and gate receipts have no stable funetional relationship with
the sporting measures. In boxing the idea breaks down completely
since the entire labor input is one and always tries to be its best.
Thus the ultimate of the Bobby Layne Rigidity is the

{
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Archie Moore Indivisibility.

Having discussed the demand and cost structure of the profes-
sional sports industry certain parallels with other industries will
be apparent. The firm of cconomic theory is the league, and the
league is a natural monopoly with demand and eost and profit ad-
Jjustments always tending toward unification of all league-firms into
a single firma-firmorum, |

The plant of economic theory is the game, which requires three
factors of production: namely, land, labor, and labor. In different
sports each of the factors has a critical minimum beyond which
additions to output fall off rapidly; but the law of variable pro-
portions is here invariable since two of the factors can be used
simultaneously only in specified quantities and in some sports all
three are subject to this limitation and the additional inputs logi-
cally come under the classification “repair and renewal.” At this
point one can also see the importanee of institutionalism for the
limits on the employment of labor trace back to ancient and irra-
tional traditions of sportsmanlike behavior, and to break them by,
eay, fielding a fifth back armed with a switeh blade would be im-
permissible to members of the tribal society despite the fact that
any United Nations expert could point out the obvious technical
advantages. To my knowledge only the Canadians have adopted
the fifth back, and there is no evidence in published reports that
even the Canadians have equipped this man properly. On the other
hand, economie sophistication of a high order is shown by the larger
end zone and the elimination of the fourth down in a eountry with
large unused areas of land and a small population.

We often think that if plant costs are constant (but here re-
member that the team or business firm does not eonstitute a [.I|11i|i J
there can be no advantages of scale except as monopsonistic power
1s exerted; but we have already established those internal and ex-
ternal economies of scale called “league standing” and “fourth estate
effect.” Thus we justily horizontal integration in a natural monop-
oly.

Vertical integration takes different forma in different sports.
We would have to stretch meanings to visualize vertical integration
in boxing, but we are all familiar with the phenomenaon in baseball.
Here one familiar with the ]_H'l_ﬂﬂl'rrm of IIJ'UT'.:I'LlE"'.'L']"[J'i.'[] countries
and the earlier stages of industrialization will recognize the charae-
teristic need to recruit and commit the labor foree. It is also the
arens of free contract negotiation; and is finally analogous to the
tomato farms held by Heinz.
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In American football there is still another organization often
referred to as the university. The idea iz to develop commitment
before recruitment largely on the grounds that it is cheaper — or
rather, on the grounds that the social gosts of selection and Irziin]:]g
are shifted onto the community of acad®mies, alumni, and taxpayers.
But here we can go no further since this information is as well hid-
den as are the accounts of peasants.!

Variety of organization is found in the organization of reeruit-
ment more than in any other facet of the cconomy of professional
sports. One can mention, in addition to the two forms already dis-
cussed, the feudal organization of village and county cricket, the
climatic-linguistie character of ice-hockey recruitment, and less re-
cently the religious qualifications for animal wrestling in the Roman
arena. Here alone I feel economists should support the remaining
elements of freedom, conflict, and competition in the business or-
ganization of professional eports.

Otherwise it is clear that professional sports are a natural
monopoly, marked by definite peculiarities both in the structure
and in the functioning of their markets. Consequently professional
leagues have every economic ground to appeal to legislatures, to
courts, and to the public on the ground that

We fall if you divide us;
We stand if Johnny Unitas.

1. The university farm team alse appears to be the last stronghold of
the third kind of integration problem. Most economists oppose integration of
business firme either horizontally or vertically, but somehow manage at the

Eame bDme to ,“.:[1..'r_|_- PR i:l_| -I':'I|1"',’_"i'il".i":'['.- I'J:“.ll'- [l.'l.l.'u.'.E:'J:"! ."~I |".Ki'|..-.'1'i.1'lEd h}' ”:IL.‘ EC0=
nomic inefficiency of racial segregation, and the uneconomiec character is per-
haps sufficiently illustrated by an old lament of the Southwest which my daddy
used to sing:
There was a blackguard from the Bouth
For our gisters he was born too uncouth;
He couldn't play Royal's
Or even Frank Broyles',
So Syracuse hired the youth.
UNIVERSITY OF TEXAS
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tte pattern of migrstion; some the incidence of debty and so on, Thu\

mist ambitious sttempt e statistical portraysl of these characteristics

pus demography and education. The results of some surveys have been {'
pblishedl but the results of others have not, Recently the Agro~Economic .
B:I'I'I:EI'EE have besn surveying & large number of villages and it is at these ’ %
Htitutinns‘? that the interested scholar will find the largest collegtion 1

5

o village survey dsts with which to wrk,’ "

-
1 e.g. B. 8. Agarwala "Economic Survey of Mirapur Basahi Village®, Indisn ,...\, ("N
Journal of Ecomomics XI (1930-31); R. L. Bhalla Report on an Ecomomic ; | ﬁ |

-

Swvey of Bairempur, Lshore, 1922; B, O. Dhatnagar Studies in . /
Bconomy of Allahabad, Allshabad, 19243 D, R. Gadgil and V. R, Gedgil ’ i

A Survey of Farm Business in Wal Taluka, Pooma, 1940; M. Hesen Akhtar

An I‘Pﬁ? into Mortgages of Agricultural Land in the Potimar Assessment

Circle of Rawalp District in Lhe Punjab, Lahore, 19203 8. K, Lyengar
Boonamic Investigations in the Hyderabad State, 1929-30, Hyderabad (Deccan)

1931; S. K, Iyengar The Hyderabad Economic Village Studies, Hyderabad !
(Deccan), 1952; S. P. Jain Relationship Between Fertility sna Economic and \§
Social Status in the Punjab, Lahore, 1%,39; G. C. Mukhtyar Life and -.
Isbour in a South Gujarat Village, Calcutta, 19303 V, Shah & 5, Shah ‘
Bhuvel; BSocio-Leonomic Survey of a Village, Bombay, 1949; J. B. Shukls

Iife and Isbour in a Uujarat rulaks, Calcutta, 1937; R. Singh & W.

Roberts "An Economic Survey of KalsBaddi Ghamman, 1932" in Reserve Bank

of India Review of the Cooperative Movement in India, 1937-40, Bombay,

198k; G. Slater Some South Indian Villages, London, 19133 P. J. Thomas

Some South Indian Villages: A Resurvey, Madras, 19L0.

2 The Gokhale Institute of Politics and Econcmics, Poona; the University
of Madras; The Delhi School of Economices, University of Delhi; and the
University of Santiniketan, West Bengal.

3, And at the College of Agriculture, Kanpur.

i, There are also six farm costing projects in the Punjab, Uttar Pradesh,
West Bengal, Madhya Pradesh, Bombay and Madres. The projects are
designed to discover the costs of production and input-output profille
of various crops end sizes of farms, These centers conduct s :
of the usual interview kind and also keep records on the spot fo@
another group of farmers in an effort to discover if the muﬁr
on=-the-spot record keeping is worthwhile in terms of the diff @ in
resulte. These are purely farm business research projects and differ
in scope and technique from the village surveys, See my "Farm Costing
Research in India.”




Heale

The raw data is in the form of questionnaire sheets each filled
in for individual E':-:miliﬂﬁ.l Frequently there i= a "family questionnalre”
covering such basic data as family camposition and size of landholding
for every famlly in the villa,gc:r._ and then more detalled questionnaires on
the specific matters in doubt for, say, every fifth family, taken fram
the family questiomnaires arranged in order of size of holding, Until

recently these questionnaires were filled in by field workers who visited

e

>

the village as : u;Hl.ﬂa one to three or as ;u.mh' mas thirteen times a year.
It was in attempting to establish modal type-farms from this

kKind of village survey data that the writer discovered the limitatioms

of this kkind of data and the great difficulties in the way of collecting

bettar data.

Limitations of the Dnta

For the purposes of farm business analysis usable data mmst
possaesa certein characteristics.,

Firgt, it is necessary to know what the data represents., The
normal way to establish this knowledge is 4o pample the universe under
investigation. Same characteristics of the universe must be known, or

guesged at, to set up the sample, and the sampling error is determinable

l, Although the qQuestionnaires are usually in the local langusge, with
a little help one can quickly magter them,




.

Neale

from the data collected, If the universe is small and there is doubt
about some particular aspect of the survey, let us say how to stratify
the ssmple, s complete emumeration will establish additional
character istiua .

In India this normal sampling procedure is generally modified.
Thle universe is often too large to permit the listing of all the units

for sampling purposes, and the geographicel area of interest is usually

$0 large as to make the interviewing of a proper sample financially

impractical., Consequently the usual methed is to pick one or more
villages which are thought to be remresentative of the area and to

take the samples from these villages as 1f they were the universe.
Casusl observation and common experience tend to justify the belief
that villesges within an area have much in common, and it is held that
informed opinion can pick a sulitably representative village, even though

1
finance or convenience limites the choice.

This method of setting up the survey i= the one generally followed
in India, and presently being followed by the institutions conducting
the Agro-iconomic Surveys for the Planning Commission, So far as this
writer hes been able te determine, it is the method followed in all

2
village surveys. oo far as Imowing wat the data represents, the

1, A village easy of access and not too far from the investigating
institution, so that the field staff can get to and frum the village

in a reasonable tirme,

2, Two other forms of rural rescarch are an exception te¢ this generaliza-
tion: the Punjab Board of Economic Enquiry keeps farm sccounts for
some thirty farmers scattered throughout the Punjab, who are repre-
sentatize of cultivating proprietors in regard to the sise of thelr
holdings but whose recruiting has been ad hoc; and six Farm Costing
Ppoject Centers gather records from farmers selected by the Ministry
of Food end Agriculture in a stage sampling procedure from district

to village to cultivator. Sce my "Parm Costing Research in India."




S Neale

Indian data is satisfactory. In using the data the sampling procedure
is sufficiently clear soc that the analyst kmows the limitations to
generalization and can proceed as he would with any data.

Second, in addition t0 knowing what the dats represemnts, it
is also necessary to know that the errors of observation are not great,
or to know the direction and degree of bias and error, The limit is
provided by the rule thet errors of cbservation must be less than the
changes, variations, or comparisons which one wishes to study. If
one camnot rely on the accuracy of the data to this extent, theye is
no point in snalyzing it.

Third, it is necessary that the data be complete within its
oun temms of reference., Data Hdeed not cover all of the activities of
the famlily, or even all of ite asgricultwral activity, but whatever the
data purports to represent, it must represent in full,

It is on the second and third counts that Indian village
survey and farm management data fall down. The errors of observation
are very great snd it appears to be impossible to determine in particular

1
casee  eglther the direction or degree of error, In addition to the

1. For certain wide classifications of data the direction of bias can
be guessed with a good deal of confidence. In general, output data
will be understated in order to avoid supplying evidemce that there
is greater taxable capscity than had been thought, except in the
cases of data from Conmmity Projects where the output figures are
very likely to be uverstated in order to prove that the Project is
succeeding, However, for any farm or small group of farms one
cammot be sure which of these considerstions will triumph, and as
the text will show, there are so many other considerations from
ignorance to neighbors' opinions thet a plausible argument can be
made either for over-or for understatement in any specific case,
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inaccuracy of recorded date one finde that many of the pleces of
informaetion which were supposed to be included were not recorded, Here
also one finds that it is not merely that parts of the whole were left
out so that the snalyst can eliminate conslderation of the classification
gt fault, Rgther, unimown emounts of data throughout the survey are
missing. The analyst discovers that the data ls clearly incamplete,

but where and to what extent he camot learm.

Date sheets from surveys will illusirate the inaccurate
nesture of the deata, For this pumrpose four typical accountes are showm,
in Tsbles I through IV, and summsries of the major discrepancies in
these accounts occur in Tables V tlwrough VIIIL.

Tables Ia, IIa, IIla, snd IVa present the replies given by
the cultivators at the end of the survey year in response tc guestlons
gbout crop patterns, seeding rates, ylelds, and rental payments, In
the course of the survey year a field worker visited each farmer once
every four weeks toc record information about operations during the
preceeding month, By summing the thirteen datla sheets for =ach farmer
we can compute a second annual return to compare with those in Tables
Ia, IIa, I1Ia, and IVa. These second anmuel returns are shown in Tghles
Ib, IIb, IITb, and IVb, If both the monthly and the ammair-'a;:accuram
the "a” and "b" tables should give the same figures.

Clearly they do not do so. TnFlaa v, VI,.ViIL, and VIII show
the crops grown and ylelds for the nm'ﬂuiit:;:;i .thm sum on the momthly
returns in parallel columns. In no case 1s there agreement elther in

the list of crops or the yields.




TABIE I a
ENTERFRISE A

Annual Summary Report by Cultivator

Lendlord's
Landlord!s Fodder Share of
Ares Seed Yield share Yield fodder
n ! ] wd_na ] P = = T o 3
Kharif Crono (guntas ¥ (peyeli)s® (payali) (payali) (shcaves)

(i, il e
\ 3nearmes |

P — i ———

Bajri (millet) 202 3 19 -- 1500 -—
Rala (millet) 7 75 6.5 - e ==
Tur [pulse) 3l 2.5 19 = =5 i
Mug (pulse) Q 1.25 o e e L
Groundnut 15 ly (Rs.15) —— St =
Oranges 18 - (Rs.60) - . =
Curr .Fallow 156 - == e i e
Perm.Fallow 97 - - Ry < e
Total 538

Rabi Crop

Jowar (millet) 168 3.5 192 —— 1000 —
Gram (pulse) 1l 2.25 19 == =2 s
Kurdi (safflower) 10 1.5 19 — s =
Brinjals (ezgz-plant) by .06 R =5.10) == — i
Tobacco 8 .06 10 - - =5
Curr . Fallow 237 - - = —— -
Perm. " il - - - - -=
Total 536

Area owned - 530 Guntas; frea cultivated - 538 guntas; therefore, area leased in
8 guntas; held in 11 plots.

# One gunta equals one fortieth of an acre.
#% One payali equalsone tenth of a mound or B.2 1bs.
i " . four seers.




TABLE I D

ENT'RPRISE A

Receipts and Disposals of Agricultural Produce:

Sum of Thirteen Four-Weekly Reports

Uther
Used as Input Sale Pl?CE av
Yield  Seed Use Ssles  Valuye ©S5°1d Which
CROP (payali) (payali)(payali) (payali) Rs. * to Sold
Jowar (millet) 120 75 -— 32 23/L Kodegaon
(plus 127) (plus 247)
Rala (millet) 7.5 -- —- — = — =
Bajri (millet) 63 -- .25 — - - - -
Hulga (pulse) 3 - -
Kurdi (safflower) 20 = - 8 15 Merchant  -—-
16 Lhmednager
Tur (pulse) 18 -- - 12 20 n n
Tobaceo 15 - - - 30 200 1 I
Gram (pulse) 12 = s -y - = =5
Vegetables = -- -= - 15 Customer Kodegaon
Oranzes 1700 Fruits -- - 1700 Fruits 51 Merchant Ahmedabad
Grass 2150 Sheaves
150 Bundles -- — 900 Sheaves 105 —= .
Cotton Seed -= - T8 - 0 — =
Fodder 1,100 Sheaves -- - 1650 Sheaves 231 E?}f i -~
Tree Fuel 140 -- - -~ LO 15 - o
(togs,twics)
Dung fuel iy bags - - i s i =
Dung manure 2.5 cartloads -- £YE - - - .

% Rs, 1 equals {,21; 16 annas is

s Meaning of record in doubt.

a rupee, Ls.

1-1/2 written as Rs. 1/8.




TABLE II =&
ENTERPRISE B
Annual Statement

Fodder Landlord's
Landlord's (straw) share of
Area Szed Yield share yield fodder
Kharif Crop (guntas) (pavali) (payali) (payali) (sheaves) (sheaves)
Bajri (millet) 12/ e 7T 28 1000 100
Mata (pulse] T 2 2.5 5 - -
Hulza (horsegram) g .75 9.5 i 8 carpets-full
Tur (pulse) ly R | 5 2.5 - -
Curr .Fallow 359 - - - - -
Perm. Fallow 23 - - - - -
Total 532
Rabi Crops
Jowar (millet) 322 5«l5 L8 2L 2000 1000
Wheat T o 12 o258 = =
Gram (pulse) 30 6 36 16 i carpets=full
Kurdi (safflower) 30 3.5 seers 1L.5 8 - ~
Curr.Fallow 120 - - - - -
Ferm, " 23 - - - - -
Total 532

Arez owned - 255 guntas; Area cultivated - 532 guntas; therefore, ares
Jeased in -- 277 guntas; held in 10 plots.




TABLE II b
ENTLRFRISE B

Receipts and Disposals of 4gricultural Produce

- — e

Used Other

' as Input Sales Sale Place at
Yield Seed Use Value which
Crop (payali) (payali) (payali) (Rs.) ©Sold %o Sold
Jowar (millet) B0 - - 32 2li/2 Govt.levy Kadegaon
Bajri (millet) 75 = = = i - I
Bajri (millet)
Muth & Hulga. Another 4 e
(pulses) (Re.1l/-) = - - - Farmer Mehekir
Math (pulse) 3 - - ~ ~ - =
Howri (pulse) L - - - = = =
theat 6 - - = = = =
Kurdi (safflower) 6 - - - 8/- = =
Tur (pulse) 2 - - - - - -
Tree fuel 1290 seers - B 140 2l,/8 Customer -
3 10/ - - Ahmednagar
Sarmati fuel / 2
(fodder) - - - LOO
sheaves 20/- - -
Husk fuel = = = 3 carpets-
full E_rf-]-, -
0il cake - - 30 seers - i = 5
, 1000
Or 1000 sheaves - -
e sheaves LO/- Ahmednagar
180 bundles #1530 bundles 75/~ -
Fodder 2800 sheaves u00 sheaves 300 sheaves - - Ahmednagar




TABLE 11T a

ENTERHRISE C

-

L]

Annual Summary Report by Cultivator

Landlord's
Land- share of
lord's Fodder fodder
Area Seed Yield share Yield
Kharif Crop (guntas) (payali) (peyali) (payali) (sheaves) (sheaves)
Curr. Fallw z-l?g
Perm, " Ly
Rabi Crop
Jowar (millet) Lé9 ? 576 3Ll 2000 1200
Kurdi (safflower) 60 2.5 13 - - =
Curr. Fallow 0 - - - - -
Perm. 1] I x E = i e
Total 533

il —

Area owned - O guntas;

-

frea Cultivated - 533 guntas;

leased in = 533 guntas; held in 2 plots.

therefore,




TABLE I1II b
ENT R7RISE C
Receipts and Disposals of Agricultural Produce

Sum of Thirteen Four-\feekly Reports

= Used Other Sale FPlace at
landlord's as Input Sales Value Which
Yield Share Seed Use (quantity) - (Rs,) Sold
Crop (Cuantity) (Quantitylpoyali)(Quantity)
bajrli (millet} - = - - & pa}rgll - relig.
; gift
Jowar (millet) - 360 8 - - - -
payvali
Fodder 2000 1000 - 150 100 20/ - &
sheaves sheaves 5Nneaves sheaves pariner
51_'}(] "
Grass 65 bundles ~ - - 15
bundles 7/- Ahmednagar
30 " 30/-
Husks - - - 3 carpets-
full - - -
Hangoes 500 fruits ~ - - - - i -
Tree fuel 690 seers - - - 15}, seers 6/- Almednagar

(Labor) (20/-) (Received
as wages)




TABLE IV a
ENTERPRISE D

Anmial Suwmary Report by Cultivator

Land- Landlord's
lord's Fodder shzre
Area Seed Yield share Yield of fodder
Kharif Crop (guntas) (payali) (payali) (payali) (sheaves) (sheaves)
":'L'!I'I”- Fallw 3&3 - - - - -
Perm, " 165 - - - - -
Total 628
Rabi Crop
Jowar (millet) 331 16 2Ll - 1900 -
Wheat T 1 2l - 5 carpets-
full -
Kurdi (safflower) 25 2 2] - - -
Curr, Fzllow 0 s = B = 2
Perm. " 165 - - - - -

Area owned - 600 guntas; Area Cultivated - 528 guntas. therefore,
area leased out - 72 guntas; held in 7 plots.




TABIE IV b
EUTERPAISE D
Receipts and Dispcsals of Agricultural Produce

Sun of Thirteen Four-Weeltly Reports

Other

™" N Tl [ et | . PR et e

Jsed ss Input od il L eLnat on
Yield seed Use bales Value of
Crop (paydali) (payali) (payali) (payali) (Rs.) Sale

B Tt ma 1 et 5 R '3 ér [ R lr,.._. il
Jowe= (millet a5 H - : f=. Govt. Levy =t

Kodezaon

Karale (a 1-1/2 - - - = L
vegetable)

Gowar ( pulse) - - - - 15/=  Ahlmednagar
Kurdi (safflover) 15 - - : - =
Mari (millet) 15 - - - - =

Wheat 30 1.5 - = = .
Bajri (millet) 10 - - - = &

Vegetables | - - 2 0/8 Mehekri
8 L/0 Ahmednagar
Onions 28 - - T+5 L/0 Mehekri

01l cake - - Te5 - - =

Cotton Seed - - -
Mangoes 500 fruits - - LOO fris. Lo/o Lhmednagar

Fodder 1L00 sheaves - 600 sheaves - = L

Tree Fuel 305 - 50 40 6/0 Kodegaon
50 12/0 Lmmednagar

Hucks = - T carpets-
full - - -

Sarmat - - 150 sheaves - = i
Grass 1000 sheaves 500 sheaves
3500 " recd.
in capeacity of landlord - - - -

e s —————




Crop and Yield Accord=-
ing to Four-Jeekly Heports
by the Cultivator:

Sun of the 13 Renorts

Crop and Yield According to Annual
Hgoort of the Cultivator

Yield of .
Fodder
Yield (straw) Yield
CROP (payali) (sheaves) CROP (payali)
Bajri (millet) 19 1500 Bajri 63
Jowar (millet) 192 1000 Jowar 120
Rala {millet) 6.5 - Rals T45
Oram (pulse) 19 - Gram 12
Tur (oil seed) 19 - Tur 18
Mug (pulse) ? -
Kurdi (oil seed) 19 - Kurdi 20
Groundnut (Rs.15) £
Opanzes (Rs .60) - i Oranges (1700 fruits)
Brinjals (eggplant) (Rs, 10) -
Tobaceo 20 : .\ Tobacco 15
‘Vegetables (Rs, 15)
Hulga (pulse) 3
‘Cotton Seed (Rs. 9)
Fodder, total of above 2500 .Fodder L100 sheaves




TABLE VI

ENTIRFRISE B

. Crop and Yield Accord-
Crop and Yield According to Annual ing to Four-Weekly Report:

Report by the Cultivator : by the Cultivator:
: Sum of the 13 Reports
Yiecld : S
Yield ol . » Yield
CROP (payali) Fodder CROP (payali)
(straw) .
(sheaves)
Bajri (millet) 77 1000 :  Bajri 75
Jowar (millet) 13 2000 . Jowar 80
Math (pulse) 9.5 B : Math 3
Hulga (pulse) 9.5 B Carpets- '
full
Tur (pulse) 5 : . Tur :
Wheat 12 - . Wheat 6
Gram (pulse) 36 ly Carpets- ; Gram 10
Kurdi {(safflower) 14.5 uil Kurdi 6
Bajri, Muth &
Hulga (Re.l)
Fodder (sum of zbove) - 3000 & : Howrdi Ly
12 Carpets- :

full " Fodder 2800 sheaves




TABLE VIII

INTRARISE D

E e —

= sl WA ald Leammras e+ fssrs
Crop and Yield Actording to Annual

Raport by the vuliiivator

Crop and Tield Aeccord-
ing to Four-.leskly
Reporis by che L

o x o BN = 4
oun oI the .- leports

e . — —— - — e — — --r:h—-— - i L e — = T e
vaeld of
<odde :
Tield {straw) Yiall
CRCF (Payali) (sheaves) CROP (Tayali

1900
5 carpets-
full

Fodder, total of above

1900 ;

1%

whez=t 30
Kurds 15

Karale (a wega-
table) 1.5

Gawar (pulse) ?
Wari (millet) 15
Baijri (millet) 10
Vezetables 3 |
Cnions 28
Ilangoes 500 fruits
Fodder 1400 sheaves &

3500 g

in capacity of

landlord
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In Enterprise A the list of crops is not the pame in the snmual
statenent and in the sum of the monthly statements., The yield figures
for jower and bajri do not resemble each other in the two statements,
and the same 1is true of fodder yleld. Enterprise B presents similar
discrepancies in jowar, wheat, gram, hulge, and kurdi, Enterprise C
shows Kurdi on one schedule but not on the other, bajri the other way
around, and a discrepancy in jowar, where no yield is shown in Table
III b. FEnterprise D lists far more products monthly tham it does
ammally, ang‘gnin the output figures differ, especially for jowar,
fodder and kurdi. These figures cannot be reconciled by assuming that
monthly yields are net of remtal payments except in the case of
Enterprise B where we can add the 8 payalis of landlords' share in
Table IIJ; to the yleld of 6 payalis in Table II b to get within
«5 payali of the yield figure in Table II a., In all other cases the

discrepsncy is too large. In Enterprise A m-—in too little land s
a. teasona ol

laased in to wﬂ%w&%*&hﬁ mmﬂdnﬁm,
FOWAYee TEY A TTENVTA D .

a.nd En‘c.erpriﬂe D leases in no 1ar1d hhare “the dipcrepancies are { ed it

-f'f..., I -lf"-‘;: £ 11 la'ay u s *}r .:'1*"-’."" nT ""é'ﬂ"' f'fi_".f':l‘-n.. Al s I'L"-.; aw unFecefas

smaller the within-schedule discrepancies are still larger than the a

inter-group variations in yield which one can reasonably expect.

The rental payments recorded for Enterprise B are clearly
Whe te +ecorded

absurd. 3 the lapdlord's
15 A VM0SY A IR8YS B € mald e ¢ rap an
sharey’ Whide a 50/50 sharecropping agreement ﬁ:mon in 'l:.he area '
11 Vi pi:

Farmer B leased only half the land he cul‘bi?a'bﬂd owning the other half, ;,“? i3

B I p—
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The arithmetic implication is that he g gve the entire yleld of the

1
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FuUntes
these 27T guntas wes ldenticsl with the crop pattern om the 256
guntas which Farber P owned,

Since the monthly ures are zathered much closer to the
time at which the transactiopns to which they relate take _*313.;35‘; it
secmed r<asonable to assume that the monthly figures could be
trusted as against the anmual, but this reasonable assusption cannot
be maintained. Although provision was made in the monthly schedules
for recording remts Enterprise B does not mention any payments for
bis 277 guntas of rented land. Enterprise D records receipt of 3500
sheaves of fodder as rent, but no bajri or jowar grain., If this be
@ue it is most unusual since the main product is the grain, not the
fodder; in all other cases the main rental payment is the ;reing and
8 share of the grain is almost universally regarded as the appropriaste
rencal payment in the area, We must therefore assume that Farmer D
did not report his trus returns frem rent. Only Entervrise C records

: |

a rental payment reasonable on its face, and then records it differently

at different times (as 3L, and as 360 payali of jowar, but makes no
=y
payment for bajrl and kurdi land cor "the mango

mention of a rental

grove).
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Such doubt as this evidence throws on the monthly schedules
is reinforced by the obvious incomplateness of the schedules. The

-5

i1 to inputs and the

=1
a
=

incoapleteness :_-;-;-_Zaar'%.;-@;lc;].;' marked in rega
disposal of produce, While the absence of deta does not show that
the dats which is reported is faulty, it does raise the question of
how successful a method is when the method leads %o such a result,

These and other schedules were brought to the attemtion of
perscns acquainted with the agriculiure of the area and familiar
with conditions during the year in which the data was collected.

They were unanimously of the opinion that the yleld figures in many
of the schedulss were totally unreasonable considering the character
of the village and the season in that year, Efforte to rationalise
the discrepancies or account for them otherwise proved unsuccessful,
The conclusion that the schedules were badly in error was further
supported by the fact that an analysis of the village "balance of
paymenta™ and the village "ammmal surplus or deficit", which had
previously been computed, had shown entirely inexplicable vagaries
and inconsistencies.

These schedules have been analysed here in such detail because
they are among the better survey schedules in India. The writer has
eramined other accounts, and has often been faced with the difficulty
that there are no internal checks of the consistency of the data,

The survey from which the asbove schedules were drawn was constructed
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to provide such internal checks of consistency, and no elifort was made
to revise or to force the data to fit a possible patiern, With other
data it is often difficult and sometimes imccesible to determine date-

whethervdate is in error, or if it is in error, in just what way 1%
is in error. However, as the following section will show, There are
reasons for believing that perbaps most of the data in village
surveys and famm surveys is in error, amd the absemce of internal
checks does not increase the analyst's faith in the data.

The inconsistencies and impossibilities set forth in the above
analysis are not isolated instances, but illustrate the general
character of the data in Indlan surveys. There are many other pieces
of evidence that great inasccuracy is common, Round and traditional
figures frequently appear in the data. 4 yileld of 150 egge per

hen is almost univgraallsr ru;-r_—.'-)I'f-ElCi in the QECBEH, :l:]."i.uﬂDL,_'.l j'iﬂldﬂ

i

Wy S R AL
must vary from hen %o hen even if 150 48 not a high'estimate. The

veriation included in the measwre “cartload of manure" must be
great, but efforte to find out roughly how much manure there is

in a cartloed elicited very different answers. Illustrative of tae
undependability of such measures was the author's eiioris to relate
the smount of manure used on a farm reported in cartloads with that
reported in meunds (a weight of 82 lba), Estimstes of the weight
per cartload varied from ten %o twenty-five maunds, and even using
the high estimateyf of 25 maunds per cartload 1% still turned out

that manure reported used in yesrs when the report was in maunds
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-8
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!
was two and one half to three and one half the quantity used in years

when the report wes in cartloads. Further investigation on the spot
showed that the manure was carried in baskeis on the women's heads,
not in carts, that the movement of mamure o the fields took place
deily, and thet the manure was not weighed or otherwise measured.

Consumption data appearing in accounts of family budgets show
peculiar veristions, The quantity of wheat consumed per capita in
one family varied from year to year from as litile as three to as
much as five and ope half maunds, ‘uestioning the family elicited a
denial that their consumption veried by amything Rike thal emount,
The same result was found in cases where the data showed wheat
cnmptinrn';a;rﬁ;g from two to almost five msunds and from two and
one third to four and one half maunds, The obvious possibility that
substitute grains were used in some of these years was investigated,
but could not account for the diiferences.

It has been noted for some time that village surveys show a
chrormic state of deficit among cultivators. To some this ctate of
affairs hss seemed unlikely on 8 priori grounds. In two cases
where sccounts showed & chronic deficit interviews with the cultivators
revealed that in one case the family was actively engaged in money-
lending, and in the othar that the family was not only lending money
but was also incressing the size of its holding by purchases of more
lsnd. The implicstion was that there was something definitely

wrong with the accoumis.,
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Price data is also highly suspect., It 18 extremsly difficult
to find out how the reccrded price data are collected., The usual
practice is to collect "harvest prices" but 1t is nof clear how these
are collectédd, or what they represent: golng prices in a large or
small market town, prices which the merchants report paying, prices
which the cultivators report receiving, prices net of transport and
marketine charges, gross prices, or imputed barter prices. Deppnd
these difficuliies one finds very unlikely pricea, Recorded prices for
a given place and year show barley selling for more than wheat, 3Such
an event does not seem possible either to the writer or to those with
whan he has discussed the matter. It was suggested that the seed
barley price at sowing time could be higher than the food grain wheat
mrice at harvest time, but it is hard to see the justification of
using sowing prices to value barley eaten on the farm and harvest
prices to value seeding costs for wheat, but these were the prices
used for valuing throughout this particular return.

Azein, it should be emphasized that these illustrations are
not exceptions. They are illustretive of all the "micro-data" wiih
which the writer dealt while in Indis. Congistent and plausible data
were the exception. The above accounts were the rule, and discussions
with persons involved in agricultural research fram different peris
of India and from different insitutions were agreed that the data
which this writer was using was, if anything, better than the

average.
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The Reasons for Unsatisfactory Data

The shorteomings of Indian survey data are largely beyond the
control of those who oonduct the surveys., The causes of the shortecomings
ére inherent in the organisation of Indian agriculture, in the knowledge
of the cultivators, in their motivations, in the basic concepts of farm
costs, and in the economies of village surveys.

Juestions are asked of the cultivator to which he does not know
the answer; sometimes because the questions are not asked in the
cultivator's teminology, sometimes becsuse the cultivator has no neans
of knowing the answers, socmetimes because the gQuestions are mot ones
to which the cultivaetor normally gives considerstion. Thus "acres" and
"guntas” are Inglish revenue measures, not indigenocus Reasures, while the
cultivator cannot be expected to kmow yields by weight when there are
no scales in the village., Only that pert of the crop which goes teo
the market may be weighed, and the cultivator may not have any need to
add tegether the weighte of quantities sold on different days. The
cultivator may not normally think sbout some of the questions in which
agricultural economists are interested. OGeneral measures and
classifications are used to compare, or to remember when the particular
camot be kept in mind, But if the particular is known, then there is

no need for the general or the stendard., To 1llustrste: if one lmows
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from long experience all the particular characteristics of, say, the
Usouth field " —— its size and shape in comparisomn with other fields
in which one is interested, how it ylelds various crops in comperison
with other fields, how it drains, where it is saline, the depth of
tts sub-surface water, and all these things can be known in mental
pletures -- then one does noit need to know its area in acres or the
yield in payalis of grain. The cultivater knows whether the yield of
the south field in this year is better or worse than usual, and whether
it wsually mrovides all his needs of jowar and groundmut, or more, or
less. Whether this field is one of six scres yielding one hundred
fifty-three payalis of jowar is samethins that the economist wanta to
know, not something the culbivator needs %o know.

There are cother reasons wiy the respondents' replies are not
accurate. He cannot be expected to remember over a pariod of time,
Certainly surveys made at the end of the year or during the year following

the year under investigestion are to0 far removed fram the evenis to allow

us to expect an accurate memory. HEven surwveys conducted monthly during
the year under investigation may suffer fram the respondenta' inabild ty
%0 remember just what wes done two or three weeks before, It has
even been suggested to the writer that a day or two is too lonz &

period where memory of detail is required,
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When the cultivetor thinks in terms of cartloads or baskets
one cannot expect more than the roughest indication of magnitudes; and
there is evidence to doubt even this rough accwracy, for it appears that
upen occasion these magnitudes are make-shift guesses, while the amownt
in any given cart or basket may vary considerably.

Respondents are not particularly interested in giving accurate
answers, W“hen there is any difficulty in answering a question it is
probable that they often give any answer which will send the interviewer
about his business. In the writer's experience cultivators have always
been pleasant and courteous, but he cannot say that they give the

1
impression of trylng hard te make sure that their answers were correct.

PFarthermore, both in interviews and in examining data the writer has
noticed a tendency to give the "acceptabls" answer. It must be
remembered that the Indian cultivetor has been subjected to questioning
for years, particularly in proceedings for the fixing of the land
revenue, and mast have ~- for he is a sound, sensible person =--

found out whaet wnswers he can give without causing further bobher.

in addition, the traditions, both of social hierarchy and adninistration,

require the cultivator to behave in a respectful and, at least apparently,

1, 4n incident may illustrate: upon entering a storerocom to seec the
potato harvest 1 asked how much the yield had been, The respondent,
a most courteous and genmercus host, replied "seventy five maunds,
mayve eighty, or perhaps ninety -- say a hundred". My companion
polnted out to me, using this reply ss evidence, t.ha’f. cultivators
did kmow and could tell you the yield of their crops.
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cooperative way. OSuch experience and such customs do not lead to genmuine,
thoughtful coope-ation in finding data.
Lastly, the cultivetor has good reasons not to tell the truth.

"won his confidence™ e~ and this iz more difficult than

Even after one has
many field workers seem to believe -- the respondent may still not be
inelined to give the interviewer any more information than he would give
his friends and neighbors. The gap between truth and answer will be even
grester if prestige is invelved, ar if the neighbors have definite opinions
on the matter, If the respondent wants his neighbors to think he is yich,
he will overstate, 1f he has already put abroad a2 particular story in the
locality, he will stick to this story. The information he gives out will
vary depending on whether he is trying to get a loan from the local
cooperative society, or from the money lender, or is appealing for a
reduction in his revenue assessment. Ae the father of a marriageable

girl his tale may differ from his tale when he has & son to marry. Then
there are "classic" cirdumstences for lying. If & tenant has agreed to
pay one half his output to the landlord, his answer to the question of
what his output was will obviously be twice whatever he turned over to

his landlord. In so far as the cultivetor appreciates the purpose of

the gurvey it wlll occur to him that he stands to gain by overstating

his probleme and understating his receipts.
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Of the elements which lead to inaccurate data only the phrasing
of the gquestiommaires is really under the control of those who conduct
the surveys, yet it must be realized that the closer the questions
approach to the terms in which the cultivators think, the farther will
the data be from the generalized and quantitative classificetions in

the
which/agricultural economist is interested, In fact, the questionnaire

which is easily answerable by the respondent will not provide answers

to many of the questions which the surveys wish to have answered.

Do Surveys Provide Useful Data?

To this point the burden of this paper has been that Indian
surveys do not, and under existing circumstances cannot be expected to,
provide accurate data. All of the date examined fitted the pattern
of effect and cause outlined above, and was collected by guite different
persons and organigstions in different regions and circumstances.

While there seems to be no resson to qualify the picture
presented so far as imput, sutput, price, and destination of product
data is concerned, there ie one way in which past data can be used,

Useble data has been collected on items requiring only a
"count”., OSome of the problems arising in the general questionnaire
are eliminated when the question asks only "how many bullocks do you

have?® or "how many wells are there on your land?". If the survey has




been well conducted, with the answers checked agzainet observation and
common village kmowledge, answers to this sort of question can be
accepted, for they require only that the cultivator be able to count,
Similarly, data from the records of cooperative socleties and village
land records can be used with some degree of confidence. There are,
however, very definite limits to the confidence widch can be reposed in
any of these sources, As the errors uncovered in Uttaer Pradesh during
consolidation of holdings proceedings showed, vill?ge land records sre
l1iable to contain maeny errors. Before placing reliance in a sct of
records the investigator should establish from some external evidence

or trustworthy opinion that the cooperative society is homestly and
compdtently managed, or that the local patwari (record keeper ) is honest
and conscientious and thet the records are kept up to date. Uiven
confidence thus established, or in the case of village surveys the
knowledge that the particular one in question was well conducted with
gbgervetion checking answer, . it is possible to gather useful information
en acreage, crop patterns, housing, and major items of capital equipment.

Marked changes in eropping petterns will emerge clearly from such data.

1, At the same institution one finds both well and peoorly conducted
survoys. 1t depends very much on the field persomnel and thelr
supervisors, Ixcellent sdministrators at the top of the surveying
hierarchy carmot guarantee the performance of the lower ranks because
of the sheer volume of work-supervision for which the highest level
personnel are responsible and the difficulty of recruiting mature
and competent field workers. I always found the higher persomnel
quite willing to guide me in evaluating the #fficiemcy of the
lower ranking personnel.
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One cannot expect to discover small changes in the amount of capital
equipment, and most definitely not changes in the value of "t-lle_,@quipn&nt
resulting from changes in its average life or changes in replacemant
costs; but changes in the form of & larger number of pucca (brick)
houses, of shelters provided for animals, of wells, of working bullocks
or milch buffsloes, or in the form of a new piece of equimment such as
a diesel pump or rubber-tired carts will show up in such data, and the
investigateor can safely use data about such changes in analyzing the
rural econamy. dJhe rest of the data, that which is most useful to the
farm business analyst or student of rurel living conditions -- the data
on m’ inputs, on ylelds, on values, on consumption -- camot be

S0 used,

Directions for Fruitful Research

The foreign scholar or technical expert who hopes to use Indian
village survey and farm business data as an integral psrt of his research
work is going to be disappointed. Analysis of data is pointless when the
errors of observation are greater than the changes which take place or
greater than the varliations betwoen groups of enterprises; yet such is
the charescter of the data.

It would be understandable if the potential research worker were
to suggest that he undertake to gather his own date if the available data
is poor. Ipe writer has tried to show how great are the obstacles

inherent in present conditions and that the detea problem is not essentially




one of conducting a more careful survey, but the example of the most
guccessful village survey to date may serve to point up the effort
necessary to rise above the difficullies.

Forty years ago Dr. Harold H. Mann, taen the principal of the
College of Agriculture at Poona, set out to analyze the agricultural
economy af a village. : His ariginal survey of the village of Fimple
Soudagar outside Poona wes repeated in the mare distant village of
Jategaon Dudrul, .

There were tiree basic principles employed: that the schedules
themselves contain logically related material so that the retuwrns may be
checked for internal consistency; that observation rather than Questiomnaire
should be used whever possible; and that no dats should be accepied until
there is verificstion from an independent source. ;

Dr. Mann's survey used the usual questionnaire technique, but
the vital part of the survey was the employment of senior specialists to
examine each aspect of village life by direct observetion and testing.
The soils were analyzed; a complete emumeration of &ll plant life was
made; every tree was mapped, as was the sub-surface fwstur tableg’i
weather and rainfall records were kept; in short, the entire physical

enviroment was encompassed without reliance upen local lore. DBeyond

direct obserwation of the physical enviromment, the staff undertook

1. B8ee Harold H. Mann Land and Labowr 1ln 8 Deccan Village, Op. C€it.

2, See Harold H. Mamn Land and Labour in a Decean Village; Study No. 2,
EE- ﬂitn
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t0 measure or weigh asll inputs and ocutputs themselves sc that there was

no dependence on the respondent's memory or willingness to tell the truth.

Dr. Mann'se survey quite literally took over and "laid bare" the village

and its ]ife.l When information was gethered by questioning the local

regidents the third of our principles wes followed: o informetion was

accepted until it had been verified from a second and independent source.
The contrast between [, Mann's survey and thwse conducted since

is great indeed. The survey of Pimple Soudagar took over three years to

complete. The field work wes conducted by senior members of the staff

at the College of Agriculture. The financial cost of surveyinz cne village

was large, and the cost in the time of scarce personnel would be prohibitive

on @ large scale. The possibility or practiecability of carrying out surveys

of the Pimple Soudagar sort depends upon the acceptance of a very limited

coverage at appreciable expense, At present surveys are carried out over

a periocd of cne year with one or perhaps two men cof senicr standing

supervising the operation, and these men are usually supervising the

gurveylng of several villages and often have other equally onerous

responsibilities, They simply camnot be expected to get results comparable

with those of Ir, Mann and his stae f. It nevertheless remains true that

acemrate results in survey work camnmot be had unless the principles

governing the Mamn survey are employed 1in other surveys,

- -

1. Mr. P.ﬂ]}iskalkar of the College of /griculture, Poona, is making a
resurvey of Pimple Soudagar. He finds that it is impossible for one
man working over a mumber of years even to approximate in more
limited areas the thoroughness of Dr, Mamn's survey: e.g. in recording
the plant life,
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It is significant to note that the newer surveys at the Agro-
Eunnumic Cemters and the Farm Costing Projects are tending toward the
pattern devised by Dr. Manng

_ ﬁp@c?alizﬂd investigation by men trained in the relevant disciplines

is lacking, but a field investigstor is in the village st all times so that
the projects argﬁnt dependent upon the information which supervisors can
gather on occasional trips. These fleld workers are in a position to check
on informstlon and to keep their own records; to listen to gossip and to
measure the variable quantities, The results of this work is not yet
available, but it may prove to be superior to the work that has been
carried on in the past. If all the "ifs" could be answered {fa¥orably one
could say with confidence that the resulis of this gurvey work will indeed
be superior, However, there remains the problem of recruitins 2 suitable
staff, the problem of overworking the senior staff, and there is doubt

anong come members of the senior staffs as to whether the field workers

are not responsible for more work than they can handle without relaxing

i

L

the Mx they visit each cultivator daily. In addition, the
field worker stetioned in the village relies essentially on answers supplied
by the cultivators whose records he is keeping. The constant comtact does
eliminate the dissdvantages of depending upon memory, but the barriers of
knowledge, interest, understanding, and motivetion are still with us.

How accurate, consistent, and therefore useful the data from
these projects will prove to be this writer does not wish to predict,
but does feel that before relisnee is placed upon the data the analyst

should examine the schedules and records most carefully to discover whether

N sl e e e . " e B




the different questions serve as checks upon each other and whether

these checks of internal congistency warrant further work with the data,
When, or if, internsl evidence is insufficient to support a degision one
way or the other a very useful technique is %o gather some data from the
schedules and go to the village and to the respondents and ask arownd
the matter until one is satisfied that the res pondents original answers
are comsistent (or incomsistent) with the information he is willing to
supply on other metters. It is also advisable to lock for oneselfl at the
fields, wells, and buildings, for here is evidence thst om can count

1

1t the datz in a different light,

1..
B

én and upon occasion what one sees will p
Special mention should be made of the time elament. IThroughout
India the character of the seasgns vary greatly from year to year. "Normal®
Seasons are so few that "normality" is merely notional., Yield variations
resulting from purely seasonsl fasctors amount to twenty per cent, and im
femine tracts like the Bombay Deccan the variations can be fifty per
cent not counting the famine years, : In consequence it is impossible
to put faith in the representativeness of the yield, incame, or solvency

figures of any one year. Certsinly at least two and really three years

1. To illustrate, I have found a respondent recording as his well a shered
well and a two-pulley well as a "double well", In another case the land
Weg recorded as unirrigated, which it wes in the sense thst there were
no wells or public irrigation canals » but which was nevertheless laced
the stone chammels and esrthen bundhs (dikes) to canalize and control
the flow of water from the mountain above, 8o that it dififered in this
respect significantly from the wnirrigated fields in the plaine or in
other hilly areas.

2. As a result of the lateness and heaviness of the rains in the Deccan
during the summer of 1955 the crop in the area was a "four ho eight anna"
crop. A sixteen amna crop is presumed normal, yet in no sense was this
regarded as a disasterous season.
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are necessary before one can form a judgment as to the probable normal,
average, Or cyclical paettern of agricultural dates in a village, Thus
even if the farm business data of village surveys of the past could be
trusted in the narrow sense it would be very hard to interpret these
figures without a knowledge of tho state of affairs in the years before
and after the year belng analyszed. 1Ihis in fact means conducting the

survey over a8 period cf three ;l.rears.l

f this be the case for Indian scholars, the difficulties faced
by foreign visitors must be much greater. Clearly the compas of field
research by visiting scholars will have to be narrow, k The possibilities
of significant research results from independent field study on any but
the smallest scale are small, and if time is limited the foreign schelar
will dobest to limit himself to the kind of research outlined below,

For the person who wishe;fw make 3 broad study encompassing a
wide area or compering different areas ; the same area at different
times the question arises #F whether there is anything such s person can
do, Within the limits deseribed in the first and second parts of this

paper there are two possible lines of endswvor. We know that past daleF

1. To this consideration should be added the view that in each survey
the first year should be allotted to making mistakes and discovering
how to run a successful survey in that village.

2.4 Prchably the only way tec conduct successful field research is the
method of the anthropologists: continuous residence in the village
bein; studied, Idopmcdwamiyrswsioors 1 believe the only such
researci with an emphasis on economic magnitudes is that of Mrs.
Scarlett Trent, of Manchestear University, in one irrigated and one
dry village in Mysore. The time spent residing in these two
neighboring villages was two years. (The results are not yet
available).
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data on farm operations, consumption and living standards is undependensble,
and we lmow that without an intensive and complex effort on a very
narrow local front one of us camnot gather data wiich is any more (and
doubtless much less) dependable, but as mentloned above there are kinds of

+a which we can use., One can extrsct from past surveys information on
the cropping pattern and the number of Hf-lls.l He can then find out what
the dropping patterns are today, and how many wells there are, This can
be related in & mon-rigorous fashion to the events which have trenspired
in the meantime, such as the adveni of a community project or the
construction of an all-weather road for trucks,

With such data garnered from existing surveys cne can go on to

make further studies in other areas in ﬂrduf to compare one area with
another in regard to crop acreages, wells, bulldings, and livestock,

There exist today a large mmber of surveys of villages from many

parts of Ipdia, and camparative treatment of a limited amount of
"gount® and land record data from these swrveye might mrove interesting
and significant., However, it is difficult to find villages wiich have
been surveyed after & period of time, so that inter-temporsl comparisons

cannot be made without undertaking further survey uurk..z Wiile there is

merited hope for the success of work along these lines, it is clear

1. The mmber of wells is an important indicator of capital development.
Outside of areas services by the govermment canal system -- moct of
India is outside thils asrea - wells meen the difference between
frequent crop failure(or partial faillure) and & moderate degree of
guccess in farming., Wells are alsc the biggest -- most expensive --
item of caplital improvement.

2. At the Gokhale Institute there are only two surveys with a span of
years between. At Delhi School there are none, I have found one in
the literature on Uttar Pradesh, none in the literature on the Punjab.
¢There are Professor Thomes' resurveys (op. ¢it). of the Madras
¥illages surveyed by Professor Slater (op. cit.). A resurvey

continued on page 38
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that conclusions derived from the work will not increase our knocwledge
f living standards or farm operations or debt structure or savings

except as such knowledge is implied in the changing crop patterns and
mmbers of major items of cepital equipment and numbers of livestock,

The other possible line of endeavor is the study of the structure
of specific markets, of the structures of the various rural labor systems,
end of the breeding and dispusition of livestock. OSuch studies would
have t0 be descriptive and explmmatory rather than quantitative, The
questions to be raised would be: who brings the goods to the market, by
what negotlating process are prices arrived at, what is the capacity
of the market to absorb gﬂﬂdﬂ,l how and why did the market grow wp
where it did, how are payments made after the sale, who employe labor,

how is payment made for labor, how are the terms negotiated, does anyone

Footnote 2 continued from page 37.

after many yeers is now being made of a village in Oujerat, and above I
have referred to Mr, Diskalkar's resurvey of Pimple Soudagar. The Indian
Centrsl Jute Comm ttee has surveyed & large number of Benjal jute farmers
on a contimious basis in regard to their Jjute growilng activities, and a
report on this work may be expected from the M.I.T. Center for
Internatiomal Studies. Since it is unlikely that there are repeated
surveys for the former princely states, the number of resurveys for the
rest of former British India must be small., The Agro-Econmmic Centers
will be resurveying the villages they are now surveying after a lapse

of five years, but until thst time comparisons over time will depend
upon additional survey work by the visiting investigator.

1, This is an important problem, for upon ita solution depends &
solution to the question of what significance we can attach te reported
prices. To illustrate: one can often find a current or market price
for a commodity, but what im ortance or general velidity can we attribute
%0 that price if only two or thre per cent of current g oduction of that
conmodity comes to the market? Can we say that all others are either
satisfied non-buyers or satisfied withholders &t their reservetion mrice,
or are they persons who never considered the pholce? It is always
possible to stete the case in terms of cholce, but what reality can be

attached to such a statement? If five per cent of the fodder 1n an ares
is sold, is that the proper costing or welfare price to use for all fodder
in the area? It appears likely that many Indisn locsl markets would
break down if faced with the need to handle a maejor portion of the
output of the locality which it serves.
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in the area breed bullocks or milch cattle for sale, who offers livestock

for sale? WHth the exception of volume I of the Bural Labour Inquiry

Report dealing with the labor guestions there are no answers to any of
these questions, With all the variety that there is in India one would
expect that the answers to these quosiions will be quite differemnt for
different markets, JIhe procedure involved would be the informal interview
with ae many people on both sides of the transections es one could find:
merchants, cultivators, truckers, money-lenders, cocliss. The closer
one approached to asking sbout the details of mofit and loss, yield and
cogis, the more one would find the information becoming inconsistent,
inaccurete, and even unlikely, but if the effort were restricted to
finding out, by questioning, gossipping, and nbservim;?me g tructural
form of the markets the results would tell us a lot about the institukional
gtructure within which farm business is carried on, and from tuis Imowledge
far better guesses could be made about actual farm operations, cultivators'
motivations, end the changes that do, or can be made to, occur.

The two lines of endeavor here described can of course be combined.
Thus one can gather bench mark data on the crops grown in an area at the
time the survey was made, gather the same informetion for the present time,
and then try to account for changes in terms of the structure of the
gpurrounding economic enviromment of markets, transport facilities, and
urban development, Cases can easily be found where an area hap shifted
from grain to vegetable production, or from grain to milk production
when touns have grown hearby or when new means of reaching the towm

have been introduced (the cycle as well as the road), The process of
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change can be traced by gathering information on the structure of the
urban market, the structure of the transport industry, and throughout

that difficult range of informetion pgathering encompesssed in the questions
of who first r:nan\::ed{',' wiy he changedy from one form of production to
another, where the stimulus came from, how it was recogniszed as a gtimmuins,
and now e change was financed, Such an effort would tell us more about
the rural economy than we can poésibly derive from the village survey

dats presently in existence,

Summery
‘he data of village and farm business surveys in India is too
inaccurate to be of use in the analysis o ! the rurale conomy o the
changes therein., This unsatisfactery nature of the data stems from the
difference in outlook and interests of the cultivetor and the inwestigator,
the problem of memory, the problem of indifference in a context of
hierarchical loyalities and conflicts, end the problem of motivation toward
éccurate replies on the part of the respondent when he has many reasons to
mislead in many directions and few, if any, reasons to be cc nscientiously
helpful, come data, thet which cen be gathered by counting or by limited
obgervation, is usable, but the gathering of quantitative data off farm
operations will require a great effort over an extended period of time on

a2 village at a time. Otherwise, the foreign scholasr or visiting expert
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must restrict himself to employing the small amount of the benchmark
data as a base from which to work in constructing a description of the
structure of aspecte of the rural economy without hope of being able %o

employ quantitative methods on ary but the most limited scale,

A Ngte on Sources
This paper is based on the experience of a year of work with
village and farm business surveys in India for The Indla Project of
Center for International s,udies at Massachusetts Institute of Technology
and on widespread discuseion of the problems arising with academic people,
field workers, goverment and Reserve Banmk people, extension workers, and
others with a large acquaintance with the coumtry, Particularly deep
debts of gratitude are owed to Professors Gadgil, Sovaniy and Dendekar and
the staff of the Gokhale Institute, Poona; +to Professor Driver of the
Agricultural College, Poona; to Mssrs. Gemdet 3ingh, Randhawa, Athiwal,
and the gtaff of the Board of Economic Inquiry, Ludhisna, Punjab; to
Prn.fgfsanr Dantwals and members of the staff of the Bambay School of Social
Science; to Mssrs. Daniel Thorner, Maurice Zinkin, and Evelyn Wood of
Bombay; to “r. Mukerjee of the Agro-fconomic Center in Delhi; to many
persons in the govermment departments of U, P., Punjab, and the CGovermment
of India, and in the Reserve Bank of India; and to many courteous hosts and
guides in the states of Bambay, U, P., and Punjeb. The analysis and
conclusions of this paper derive from the deta which was made avallable
by these people and from formal interviews and :1.:!1.'!?!:»1":;1151r conversations with
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presented in this

then, However, the evalustion of %
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paper does not reflect a common Lﬂ! among these people.
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The Village Grain Heap
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The graln was heaped all around on the floor

While ryots and artisans sitood by the door,

Thenn each by his custom and not by his fancery

Took out from the pile a few maunds and some panseri.

hey each took &
From the greatest to least:
The cappenter, blacksmith, the barber and prisst.

The ploughman ell weathered and starved to the bone
Heeded more than his sl ] : a
The headman enjoyed quite a i
So he offerred some facd at a h:nﬂrad per cents

They each tock & share
From the preatest to lsast:
The watchman, the wgsherman, herdsmen and priest.

12 Raja In palaces splendid to see
Took half of the cutput for his granery.
Through the length and the breadth of the Kingdom of Oudh

The cries of the peasants were bitter and loud.

The custom of caste snd the lew of the tribe
Allotted two handfuls to Erahmin and scribe,
But the genius of Manu and meny years' trial
Left all mnaccounted threes grains from that pile.

They each took a share
From the greatest to least:
The carpenter, blacksmith, the barber and pries
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Yot there is abwndant evidenocs of o continuing cloes melstieashipy between the
labor movememts of Australis and [ov ‘oaland aad thet of the mother cowmtry,
as illustrated by the formation on chipboard of an Austyelisn twench of the
imnlgumted Socdety of Ingineers, by chipbomrd discussions that gave rise to
the Hght-fow Movament in lov lesaland and otdll later Ly the lsrge coutwribue
tion mised Wy Avstralian trede wilone for the support of the lLomdon Dock
Strike of 1860, In any case, the fact remadns that fmsigrents to the Usited
States in the uineteemth cmiury e to @ land vhose haldte of thought were
alrendy firuly established in an eerlier individmlistic tredition, wvhile the
countar-sovensuts of trade wicnisn and labor legislation end the early
stirrings of modern socdalism had already begm to be felt ot the time vhem
nigrents wvere amercizing & formtive influence on the institutions of
Austrelis and of still newer lew Zsaland,

Before giving full scesptance, however, ‘o this empimels cu differences
in the fmportation and diffusion of idess, I should 1iks to urge consideretion
of another line of possible explanation tased oo diffwrences in occugational
distribution and geographic opportundtics. It runs less in terms of the
ldess the Diggers Wwought vith them than in terms of vhat they found te do
: vhen the gold ran out. Vhat they &id pot find to do, im any mmibers either
: in justrelis or in early Nev Zealand, was to take upy land as smal) fermers.
' Instend they found the land "losked up,” o the plrese went, in lsrge sheep
renches. 7o their political leaders, as well as to & muber of later writers,
the explanstion of the contrust with American "free land” seemed to lie in
the field of political pelicy. For this there wes certalnly seme coler in
early legislation. Yot nearly & century of legislative effurts te plant &
"sturdy yeomsary” on the Austruliss land ~- in some cases by meens much move
drastis than cur owvn Howesteed Act -- hawe effected sc smmll en increase in
the nmiber of Australian mmll faruers as o suggest that the real &ifference

TR TP L A MRLE AT B e g s L er 1)
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1ay elsevhere. In Americs & sturdy yecsmnry ooculd not be kapt off the lamd.
The greater difference lay not in logislation but in the fact that so much of
Amsrica's wvellwetered frontisr wvas hospitabls to the famlly fmmer growing
vheat apd corn while Australis's great stretches of drier land veres better
adapted to the large-scale operetion of wool-ralsing.

The consequences for the dlstridution of population were obvious. Since
shoep-sadsing required s0 litilie ma-pover; pedpls vers Sarly concsutreted in
the cities, and in the Australisn onse to an extracrdinary extent in the two
Bejor ones. In 1590-90 more than & quartsr of the emtire population lived
in Sydney and Melbowne. [y contrest, only fiftesn par cent of /Americans
lived ia cities of more than 100,000 iahabitants., The differences ia
occupational distridbution rem in the same direction. Though the ssall
industeial undertalings in the newer countries were Uy no oeans coanparebls teo
the grest maufacturing establishments of the lUnited States, the roportien
of the gainfully ocoupded that could be classified as ia industrial pursuits
was neverthelsss higher, It stood at 319 in Awstralis and 29 5 in Hew
Zealand, as against caly 239 in the Usited States. )ining esployed 5 or 6
in Asstrelis sod TS ia Nev Zealand, as against only 2 in the United States.
Comversely, the proporticn engagsd in "coumtry” pursuits, primerily egricul-
ture and gezing, vas 37 ia the United States, but less than 30F in New |
Zealand and 255 1n Austvaiss. ") mumm#wuwcnrwk:t;
25l and the Sherman Anti-Trust Act was in these termw the most rural of the
threa, Australis and New Zealand, for all thelr novness and the modest soals
of thelr enterprises, vere in this sense more industrial., Even on the land,
moreover, the charecteristic occoupatiomal division wvas thet of employers and
emplogees, as illustrated by the great importance of the Shearers' Union in
the early days of the Australian and Hev Zealand labor wovemsnts. The effect
vas to glve thess two countries & notably amaller proporticn of self-smployed
persons than the mited Otates and & correspondingly greeter mredeminance of
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emplayess. Thess factars might, therefure, appesr to bo significest yart of
the explamtion for thedr early sad extensive resart to trade union and govern-
mental sction oo behalfl of ie vege-oarners.
mmmﬂmm-mumm-m
in vhat has happensd since 1090 in two of the coumtries comcerned. :hh
Zealapd, the invemtion of refrigeration made 1% possibls %o sell butter in
the lLondon market twelve thousand :iles away. This relaased the potentialities
of erens, yporticularly in the North Island, that enjoped abwumdant reinfull
and extrecrdisary maturel advantages for dalry industry. These opportunities
could be and ware seised by samll ferwmers, viw obtained the land with the aid
of favoring govermmntal measures. JNov Zealand beoars mope raoal &t & time
vhan the United States was repidly btecoming more whan and moee indwstrial.
As the Dumers rose to & positicm of dominence im Ne, fealand econceyy, the
politienl comsoguence, as John B, Condiiffe has podnted out, was a cessation
of the flow of mew social end labor legislation and the retuwrn, at lesst for
-mmulmw'nu“nm.(ﬂ A nation
of mmll farmers wes less inclined to advance & wage-sarners’ collectiviem.
The other and more familiser change i3 that vhich has ccourred im our
om cowntry. With the passing of the fromtier, growing whsnisation, and the
rise of the grest industry and big business, wve too have beooms & “nation
of aployees.” As s result of these underiying factors, and with the shock
of the Great Depression reflected in the New Deal's lagialative imovetions,
ve have expsrienced vhat is by compurison with our own PASt an eROTEOUS
increase in collective action and in govermmntal responsibility for the
ooonony. OFf this the adoption of a cogeehensive aystenm of social security
and the growth of trads unionism in mmbers and recognition are partisulsrly
relevant te the comparison with Austeralia end Now Zealand. On these two
podnts, the differences between tham and the United States is even less wide
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than it ves vhen Veblen deseribed 16, though there remins today -- I believe ==
¢ significant difference in the extent to which the lesdersiip of big business
in ecomomlc 1ife is confidently exsrted and confidently sccagbed. *0)

The second comparisca with which we &re ocoacerued is that between the
latin-origin and the British-cerigin new comtries. Nare wiat 200s %o be
expiained, at least 1f we dimregurd the politisal overtones of Veblan's
statement, is the difference in cconcaic lovels and the fast that latin
fmerice bas not attained the exmcdinarily high standerds of liviang enjoyed
by the mew coumtries of Britich erigin. Veblon's explanation of this, 1ike
mostothers that have beem adwmnced, runs in terms of L cowkrast betwesn
e zore industrial and businesaliks havitage of the Fritieh as against the
e medisvel and military heritage of the Spanish and the Fartugwee. In
one case the ties lay with the purt of Bwope in vhich the conbimmtion of
mschanical tedmiquss anl bhusiness enierprise wves most in the aseemdant,
and i the other case vith oue of the parts of Burope in wideh these tendencies
made caly partial and belated yrogress. In the laster case, moreover, the
settlaments vere launched a ceatwry before thoss of the Thited States and
o camburies before Austrelia’s, ot & timg -- 1500 «- at vhdich the ecomomic
transformaticn had not gone very far even inm the technologically move advanced
mu:"] A Spanlsh-language vriter, the Vemesuelmn historian Mariano
Plocu~-dnlas, explains the comtrast in the following tewwms:

There is then in our ariglas, and in contrast with that other pragmatic
and utilitarian cwrent vhich vas already begimning %o form in the nearth of
Burope and viich vas t reach its helght in the industrialiss and the meshanical
advilisation of the aineteentl centwry, a certain scorn of economic matters
and an eoonomic infericwity which would hold us back in the grust technionl
and utillterien adveatuwrs of the moderm world, PFeclaps the jeoud and at
times comcedted sense of his own menlinmess made the Jpaniard so much the
rebel against the mechanical, [Lven today the Spaaish peoples have not
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become fully ecquainted vith the usages of the capitalist econcmy. i2)

W'-mummmm'hmxumm
the latter would have accepted the antitheeis betwesn merchant-body and
varrior-soul as expreasing the contrest he hed in mind.

mmmmwmmnmum_m
ummmmmnmumnm“mumm
differences o geogruphic and demogrephic conditions. I¥ the conguistaderes
in g Feru locked for gold, so 4id the first settlers of Virginia. The fommer
Mlﬁjth“ﬁdlﬂ;lﬂﬂﬂhiﬂﬂﬁﬂhﬂhhﬂ
mmmdmmmmmmumm
Nountains had contained the ollver of Potosi o Mexico.

Moveover, the contrast between utilitarian end medieval trediticms will
oot explain the differences betwsen different parts of the areas colonized by
the two sets of pecples. Floom-Salas Lrings into the discussicn o different
type of Britishk nev country, Jamiocs. After comparing it .nfaverably with
Spandsh Cubs and Puerto Rico, be mmles the following generalizatiocn:

rhmﬂﬂmmmwm,thMG,um
South of Auwstrelis and in New Zealand, they found lands of temperste climate
vhere it seemed easy to carry over the customs and mammers of 1ifo of the
mm,wmmmmmmmumm.mj

To this statement ome other comtrast should be added. he United States,
mumm“mmumwm.uumn
the mative imtabitents could be saslly pushed sside; and the bulk of the popu-
MMMMumummMnm,_hm
Settlement. In British Jumics, ou the other hand, as in Spanish Mexice and
m-ummhmmm—hmnmw.
&8 oonguercrs, rulers, priests, propristars and the like, while the bulk of the
mmwmﬂh'“mﬂmm-ﬁ-h“
South, Wy imported Negro slaves. The comventiomal terms describing these twe
types of organiia-
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tice are settlement and wgploitation colowmies. A recent author, considering
the fates of the matives in the forawr mees, has suggosted that they might be
mu"m-“m.m’ It is & teem viich Veblen would
have enjoyed sdding to his voshulawy.

Man 2dth, a8 you vill recall, declared that " colomy of & civilised
mmtmm,-nwdnmm,uﬂmnm
inhabited, tiat the natives easlly giwe place to the nev settlors, advences
“Whmﬁﬂmuwmmm-"wj oy
not this, therefure, explain the diffuremces in wealth butween the thres mew
mations of setilement arigin snd the nations of latin Americe vithout the
necessity of rescrt to mwystigues of Eaglish bodles and Spanish souls? A
partisl test is provided within Iatin Anerica itself. Mot all parts of it
ware establishal as explodtation solomies, Most of the southern pert of
South jmerica, and smller sreas clscvhers, are regions of recent Duropesn
settloment in what were almost apty lands, The Mexionn histerianm Sivie
Zmvala has podnted out <hat there & nore likenseses betwesn the United
States and distant Argentine than betveen the Mitel 3tates and neariy
Maxico, and (harles H. Haring declsres that "when the Jpaniands settled in
regions anslagous to those of the Snglish meinland comemities, the type of
colanization, iz spite of great differences of politdcal organisations,
m—-mmmumm."m}

Whet, then, can be sald of the sconomie attatwient of Spanish reglons
of settlement arigin? Is it like that of the glish-speaking settlement
countries or like that of the Spanish-gpeaking countries of axplodtation
crigin Ome set of attempted compariscns, Colin's Clark figwes for & period
bafore the Second World Wer, placed the per caplta inoam figues of Arpemtins
and Uruguay very close -- I should say swprisingly close -- to those of the
now coumtries of British cdgin. XHis figures for 1950 still leave Avgentine
well above other latin American couatriss but below most of the msticas of
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Vestarn Dowpe. The Unlted Mtions comparisons place Argontine and rugsy a
1ittls above the next Iatin Aerican coumtry but far below the Un’ted States,
HMEM-QT) In ths choenne of moxe mwecise infarmmtion, it
appesrs safe to conclude that the Speuish~setilownt areas have attainsd
stande=ds of living scrwvimt higher thar those of coumtzies of exploitatdcn
origin but not as high as thoss of the sress of Rritish sedtiement. If this
is so, Yhe settloment-exploitaticn comtrast can acoount for caly & part of
the obeerved diffwrences. Maricus other fectors meed Lo be explored, imeluding
the endowment of mmtwnl reseuwrces: hut the amlysis leaves asple romm for
rolisace on Veblam's explanation in terms of the tralliticns and habits of
thought derived Orom Dritish apd Spoanish sowwrces.

This is & partial snswer, but it 15 coe vhich opems up mme masalved
guestions then it setiles, If the cagparicons seem Lo indicate that economic
grovth and besinees ectivity in the Spanish settlement countries have been
inhiddted W thedr heritage from the sother coumtyy, wiat are the msans bWy
vhiech 1% bas cperated’ Has the limitation been oane of sheer unfamdliarity
with Nitish industrial techmigws and Rritish business practicest Thls
might be true of the esrlier history tut hegdly after Argentine becams a
great fleld of Dritish investuent in the later decades of tha nine’eenth
oentuwry. Doss the explamation lie in & set of social wluatiens which gave
greater recognition %o achisvememts in other than eoonemmc fielda! Or in the
effects of Spanish customs on the class strwotwe! If Avgemtina had & Mg
ma'e frowbtier in the days vhen meat wvas the great produst of the poagpes,
dike that of cheep-reising e Auwsteliz end Nev Zealand and liks our owm
vestorn Jiaine in the days of the cow countyy, why 414 it net develop &
frontier of small fermer-owpers, like these of the United 3tates and Candds,
vher vhent took the place of meat as the major product! Can the difference
e aceoumted for by geogrephicel fuctors, or by social and political influsnce:
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How mach wedght 1s o be given %o the relative helplessness, ae comgared to
the established clsoses, of the Twalisn imgrents vhe bheomiss the tenapte
ﬂlﬂ“f‘“)

Again, the broad compariscns vill oot of themselves account for striking
differences in ihe developmut of cowntries apparently subject to the eams
influsnces. Comsider the two omses of Argewiims and Uruguay, facing each
other across the Flatte estusry, with similer origins and class strusture,
uthﬂ;ﬂum,ﬂnmuﬁnmmﬂ
mmmmmummum.umc
Austrelis bad wowied the citise of Sydney and lelbowns. iy should the
political response to this situaticn have talen in ons country the orderly
form vhich twued Wruguny without political uphesval into what has been
mu'mm'-mmmm“‘m while in the other
the pelitical explodtstion of the position of the descamisedos tock the form
HthM—lmur—n?

A sinllar set of questions arises vhen wve emnmine the counmtries which
begin as exploitation colondes. AL the beglmming same of them rose guickly,
h“ﬂﬁmwh—hﬂﬁjhlm#‘uﬂlﬂh
sapassing that of amy of the hwbler settlement areas. An earlier samesals ,
Captain John Smith, hed indeed grubled ot the Spanisrds’ good fortune end
mmﬁﬂhﬂu"“nﬂt“ummm
unumm;mhu-.—m.umm“m’
mmumhhmm—mmnm:mn-m
in thedr history could any of owr Thirteen Colomies afford to comstruct
bulldings as mgnificent as the Royul Mint of Potosi of the cathedwvels of a
dosen cities of Spemish America. Yet the wealthiest of these areas declined

- B i



instability, How, then, can this be wplained! How much of the enswer is to
be found in & less faverable rutic of populaticn o resowces than in the
comtries of settlemeat origia’ diucs the explodiatics colomies were never
pty Grees, Lave v lodesd any remscn (o expect then Lo JosSsess ¢oonomlc
advantages over populous regions in other parts of the world .

n the other iand, is it not possible %o isolate certain inssitutions]
factors tending to inhdbit the effective utilisation of the utilisation of
e resowrcss thet remmined in these countries after their firs: riches vere
dram off? And may not these factors be relsted to the charecteristiocs of
the Gpamish aritege s modified or sven inteasified b ©hw stusture of
classes iz an exploitation colony! One suggestion liss in the social velus-
tione glven to different types of distinotion or achicvement, Prestige and
_-mﬂmm_umdmmmm—
mumﬁmm.nmdmmmm
ﬂh_mmlﬂ,uhwwﬂﬁmhm
and dealinge in wban resl sstate. fhese last are Gyplcal areas of pecumiary
ﬂﬂﬁ“““”ﬂ,ﬂhﬂhﬂ“ﬂﬁ“ﬁ
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and sbeentes ownership. But if theass are recognizably exsmples of business
eoterprise, they differ from the ceses destribed by Veblen and they reseshle
mmﬂwmmmmummmu-m
snterprise without a great industrial complex over which to yresids. There
has boen little trediticn of productive investment, and wealth has culy
rarely been sought or found in techaology or modernised sgriculture o
mepufacturing caterprise. nmmm,-mmm
dependent on minevel exports for its foreign exchange was not leag ago
mwwmmumm“mmm
only two or three mining eaglueewrs & year!

“mmwmumm#mm
Mwhmumwmumm.mmm
preferences iu part be attributed to the colomial heritags?! In certatn
areas
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hﬂﬂ“ﬂhﬂmmmﬂﬂhﬂ“ﬂ,u
late as the middle of the twentieth camtwry, of & system of land-temure uwnder
vhich the Indisn rendered fowr or five days of wmpaid laber to the landlord in
return for the right to cultivate o littls pdeve of lsad for the subsistence
of ks own family. It would be hapd to deviss o system providing less incentive
to edther gide for imnovation o for the sconomionl use of the factops of
poduction. Bven short of suwh extyems cases, the hevitege from colondal
tines agpesss to swrvivwe in seawthing of & scorn of yysical labor on the
part of the upper classes and in sbarp limitations on the economic oppertunitiss
and somsequently on the imcentives of the wnderlying populstion. In most
of the mations that have grown from e former explodtation colomies, thewe
remnins & great gulf betveen Uw predosmimently white muling classes and ths
uderlying mas of the Indian -- or in same cowntries legro -- population.
May not these long and deep-seated cleavages within thess naticns represent
ong of the major barriers to coomomic progress! If so, there is rescon for
watching with special imterest the development of two couminics wideh have
“mmlluimm‘lﬂum
dhu—ummmun,-m,mmmzuumm
lﬂ“ﬂ“ﬂhﬂﬂﬂ-h“lh-ﬁﬂimﬂ
Ravolutionary Institutiomns; and Dolivia, in which the revelutdonm is much

The suguestions frem vhich I have sttempted to mrofit were throwm out
by Veblem somowhat casually om his way toward the exmmination of "Ihe Case
of Amrdcn.” I have folloved thelr lesd culy & shert way, yet far enough --
I baldeve -~ b0 suggest two comclusicue, The firet is thet the sconomic
develoyment of nev coumtries is & fruitful figld for camparative study, that
thedr staries show sufficient liksmesses mand sufficiently striking varistiocns

ﬁ“““#ﬂlﬂ“‘-{m) The second is that
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wummmuzummmmummm
of the Vebimmisn insights into the trmnemission of instdtutional heritages
and for the critical emmmination of their relstionship to differences in
gsograply, in occoupaticonl ddatribution, and in othe cress of nore maiane
snd matter-ol-fact obserwation.
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FARM COSTING RESGARCH IN INDIA

Welter C, lgale

Problem of the appropriste kind of famm operations rescarch: i,e,, are cost
accounting, fars mana;ement, input-ouiput tecimiques tskem from agricultursl
economie methods of U, 3., and Orest Britein either relevant or do they reveal
the cirewmstisnees of the pessantry in India,

Current Indisn Hesearchs

l. A three yesr mroject ot 6 centars %o establish cost of production of
werious erops, and incomes and outlays. Villages and pursomnel gelected by

randon samplifigs. fecords -- farm sccounts — kept by resident fisld workers,

2., Gome centers conduct parallel and overlspping surveys by "occasional
@estionnaire"” method, Jbjective is to see if exirs costs of methed £1
ere Justified by the higher sccuracy of method #1. The results under

method 71 sssumed tc be the proper yardstick,

3« Four sgr-econmmic conters are conducting swrveys indepandently, esch
center experimenting todiscover better means of neasuring, and more

socurete measures of, rural socio-ecomomdce data.

Contention is that efforts under #1 and #2 (and under #3 insc fer as they
appraxinate %o F1 and #2) are misdirected in thet they do not attack the

varisbles which sre relevant to pessant behavior:
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A) Problem arises where a large portiom of output is for home
consumaption,

B) ditto where "alternative coste” are not messured on the
market (lelsuwre, eppecially of servents).

C) ditte where circumstances of opersiion do not permit (encowra;e)
s market oriented resction( s.g., labor).

D) ditte where relevent inputs never have been a probabllity cannot
now be evaluated in momey tems: especially the case of cepital inputs: e.z.
irrigetion and enginearirng works built-ms ntsired over long periods, espeeiall:
by village servants and c reftsmen and/or esep, lsbor: cite Mill commmities,
reclamation eepecislly of sections of fields,

E) ditto where "market-rationality” differs from peesants retrmional
behavior,

&) Herket ruls of efficiency is that MB= MR, 1,2, Profit
Maximigation,

b) Rule of survivel is that cash im:nma> cash outlay, (b)
spprox, to (a) where most costs are cash outlay &z in c&m.;r:a or a fully
monetised industrisl economy or highly specialised sgricultural ac ONaRY
(a8 in Desmark, ¥, Z.)

Where gap between (a) and (b) is grest -—— evidence of 31l ratieo in
India == pessant moves to survive and fit their social environment cen be very
different from moves to meximize, Point is this can be correct and intelligent,

end is mot a sign of ignoranc: or foolislmess.
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Le ALl of these conditions apply to Indis;
A) o8 much as 80 £ is non-monetised. Average of non-monetiged is

perhaps 60° (ef, B of E, I,)
B) /bsence of alternstive jobe., Desirsbility of leisure. Pos!tion
of permanent servents, whose slternative leisure may be of no concern to farner,
C) Peguliar reletions with labor (tenants dependents): custom:
relation with mshajan or landlord: limits of envivomment -- soil and rainfz1l;
absence of contact wi th market,
D) @s cited above,
i) as sbove, and csses whare retiocnality re (C) is not retiomal 4
re meriety e.g. Need % eat, guaranteed supply, independence (of mahs jan) s
short-run view (heslth of pessant and condition of bulloeks): lomg rum view

(retation, maintsining fardily operation, maximisstion of family operation),

5« Comclusions from 2 #1 and #2 may be in error efther in regard to welfsre
or to policy deciszions;

A) Figures of net income may be misleading when peasants do not actuslly
incur some costs or in effect enjoy a higher price. e.z. most costa implieit, so
ne matter how high they do mot reduse aveilabls products, owned or fixed=rent
land, farm and permanent servant labor, own meeds, mamue, feed from stalks,
all lesve some food and cotton ete, o farmers.

when fsrmers store own grein they in effect consume later st retail
orice nfﬂiﬁ' not harvest price of grein, which is common accoumting
procedure,

Frgo real test of welfare is not Hervest Value - Coste, but foed ete,
svailable for family to consume plus net additions to productivity of famm,




B) Poliey decimions bhesed on fara sccounts may be to
&) give farmars a min, grice
D) sti mulate production
¢) stabilise price
d) decide on lend/birrow capacity of farmers.
@) evaluate nutional X, Sevings, growth of Agric. I, and

take decisions on such basis,

YET

&) Minim, price msy nmot be neaded to neintein production
1f effective price > survival price.

5 ) Supply-curve is haged cn conditions under 3 and 4, not
oL Presumed Oor ilmputed market price, t:jrutih el reaction may not be at all
simply corrcloted with expected ratioral market rescts orl,

F

e) rice stability & virtue for towng, but not important for

farmers in o far ss (@) and (b) apply . hile high P cbviously good for cash
Qe . | .

EXponses == Per—. Rgvenue --, this iz leeser portion of peasants' "income®

. and “evtlay.,*

d) Fermers losn-risk reting depends on 8bllity and willingness to
"_"1"“;"_' {Tlms: @& poor accounts position can be assoclsted with rood ability to
Pt det. Taputed Tnsens <. Imputed Costs  Ovt.

Cash Incose 7 Cash costs , whlls a good secounmtis pogition can
be associated with poor sbility to repay .

Imputed Y > imputed Coste

Cash X f‘__‘é Cesh Costs, and tids mey not be helped if farmer

uses loan to improve sccount but not cash position,

1 L
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pecietlas in Transition

Wi

Economies and

Walter C. Neale, The "afiversity of Texas
Harry W, Pearson, Benningtcn College ( H WP wmiat ;;e*#
ﬁt§$?-cn*;-kr le )

Ins%titutional Analysis

The elements used here in an institutional analysis of social

and economlic organization and changes therein are specific concepts

—

of an ims titution and ¢f the economy. BRoth concepts and their con-
stituent sub-concepts are operatlonally defined, and defined so as to
make possible general cross-cultural or inter-temporal compariscns

and to isolate the particular activities and ideas in which change

An institution is identified by three characteristics, Pirst,

there are a number of people involved in a set of activities (legically,
.i:'."-f.'_"-..-u-'.-'ll.

at least tt-:a::{P although the social sclentist would probably be in-

A

terested only when the activity engazes numbers large relative to the
population being studied). Secondly, there zre rules organizing
the activities so that there 1s repetition, stability, and predict-

able order in the activities. Thirdly, there 1is a "mythologzy"

explaining or Jjustifying the activities and the governing rules,

Feople are easily identified, The rules are identified by

s dl SLE A:-',-f{ x:-f_,.;a_,_. L f‘ LA ..,.-.jf‘ ALE Pt o
observ : Peopl® find themselved® in specific situations, in each

situation they know what to do, and do it. To the analyst it is

only necessary to observe and record what happens and he can,

alter a pumber of observations, state that in such-andsuch af;yﬁggd
fﬁgfsituatian this person will do thus-and-such and another will do

r

thus-and-so. 1In observing speech is as much an observable activity
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they occur in the situation. From observat
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cbserved, nor can one assert that the acti
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SElLuLlon, 2.tnough similar situations ant

according to rules are strong eviderice lha

classified within the same institution. Coming

manipulating machlnes, leaving, doing the
a row but then skipping two, can be deseri
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ing the meaning of the agctivities (and of
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made at different times during the day und
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and report a regular pattern. (Suech repor
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emphasls has at times been done for humor|

The myiths are necessar: O nderaety
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one why the acvivities are going how t
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is thought Imporvant and what unlmportant
ularity. Myths, lilke rules, can be discov
but here the eye is a minor instrument and
The analyst asks questions and listens to

importance whether the answers are "true"

the myths repcrted reflect the reality of
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lect the beliefs of the partiecipants shout how and why the act-

tivitles are carried cn or beliefs about what justifies or cught

== = ¥ T i ol s W ke LB
Lo justiiy the sotivitd

es, the myth so uncovered 1s the one appro-

i

origte Lo institutional analysis.
In operatiocnal prodecdure the answers elicited by the gues-

tions "How?" or "Whai?" are the rules. The answer to the question

Iy | ; k Sy = 2 o, e
"Why?" is the myth.* When one finds a commcn pattern of reply to

*¥In the terminology of 1imguistics, now coming into use

- LY

will®, "to stay healthy", "because that's the way the world is"
. ol

are lexical clusters here treated as¢mythsl! If one were to ask

secretaries "What do you do when the buzzer huzzes?" and the
usuzl reply were "I go into the office to take dictation” one

-

would have identified the lexieal cluster indicating a rule,

such guestions--"we go to church on Sunday morning" and "because

- 4
i
| =

F

that is the Christlan thing to do"--one can state that the people
in this culture rezgard church and Christianity as part of the same
the
institutional strueture, and/Investigator 1s on warning that other
replies involving church, Chrisitianity, and Sunday are likely to
lead into the same complex of inter-related activities and myths.
To call this a "religlous institution" is a matter of convenience--
we have not established an activity religious of itself, not even

a religious function--but we shall follow conventional terminology in

such cases, ¥




*Let us suppose that scome people, perhaps ineluding the
investigator, doubt Chat many 1in a culture go to church beeause

Pl o 1- | B | PSR B A, . i ok e 4 4 L L s L
+t 15 the "Lhrlstian thing to do." Would it then not be a myth”’

myth=-=-at a2 minimum the stan-

s}

On the eontrary, it would still be
dard to which these people feel it approprliate to appeal for ex-
planation and Justification; and the implied hypocrisy may. of

course, reflecl the myth of the doubler; who has 2 Jurticular view

of what 1t 1s to be Christian,

it 15 no objection .2 this kind of observation that one must
ask and listen In the particula language of the myth-believers,
with all this implies about the investigator "understandip. ' the

language er about the pecul 'arities of View implicit in any par-

-

ticular language., The "understanding”" of the language--the wavs

and times and places and situations, down to the grammar of the

s ]

language and the formation of sound clusters--is part of the myth

to be learned, as are the peculliar bilases of the lantuage.
Li g f l'_’II j{f L I.-:':-.-L,--:_-'-. .

LML g L o LD
Each constituent of an institution can be observedp {lkidfjﬂwpuﬁquﬂj,h;
Fie & o E’. f-"-"lﬂj.—\.; "-"'E--"- sl el G
— pempleg (2] the rules, ineluding the situations in which they

o

are followed; and (3) the myths explalning the rules and the eople
participating in the activities. The myths explain which activities
belong within which Institutions, and substantiate or correct the
I'irst approximations .nade on the basis of similarity of patterned
reactions, The myths may overtly or consclously delimit the groups
of situations or activities which call forth and constitute the in-

stitution, or they may only identify the institutional range by im-

lication: by which we mean that when the same set of myths (just-
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ifications, explenations) are refervel Lo Ip response to guestions
about a range ol sitnallcons and responses, tuz similarity of the
answWwers 1is evidence that in fact the aztivities consicitute one
institution,

we then defline, o1 operecionally identily ., an institubtion

Ly the common rules governlng setls of activiiles 1in which people

engage anu vhe explanations they give f2r the rules.*

*IT makes no difference whether thne rule iz tecnnolo
ciling a machine--or social or ceremcnial--shaking hands or genuflect-
ing. All heve regularity, a steble patterm.

Llarly, the expianatlon ma)y be plausible or even utterly
convincing by the investi—sator's standards, or it may be wildly im-
2 -

1 =1 & o - - e ol e e R - SR | . | - = L Ll ~
probable 11 nol downrighi lmpessible 0¥y these standards--again,

majces nc difference, for the myth still identifies the sets of ac-

S el ey S g P == o .
tivities understood by the particlpants as scmehow "the same.
i . 4 s - nr [ Sl =T | Tl S LI ol — 5 1 i i -
Certaln points may be noted about this approach. Pirst, the

ution 1s identifled (or the specific institution defined) in
terms cof the particular culture under examination; the procedure
does not depend upon the outloolk of the Investigator, Secondly,
a recessary corrollary of the {irst peoint, the institution is not

identlified in terms of the functions of functional analysis, nor in

terms of Malinowski's "needs'.

=
j =

-
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In addition ©o the Two virtues ol operational definition
and independence from the idea framework of the investigator, thie
definition of Iinstitution permits us to approach the problems of

an
the functions of/institution and the ways in which change may occcur

wilthout reference to any p:srticular view of functions or teleology

of development.
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tae fuicbion of an Iins. totion js neofhap 148 purpose as
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understood in Lhe mythology of the culiure -although it may be in

B -— M Y A — 1 i
part orr entirely--ior the CCEeBE1TY 1IC e enerasiZedd y oS Ol
dcvlsvliiy, Such as economie or nol cal--all gl again tne function
may corresoancd whollisr or Darciyw to £ :'-]:'* 30 A BT 1etess b Ir‘|

|y VLT oLQNU WIULLY O parciy to such as gl dy. Necessiiy, 1

fact, the virtue of tre inatitutionsl analysls here presented is
that .t aces not beg these guestions DY assuming the answers bt
allows the evidence t0 determine whether ftheyc ai'e necessary or

universai functlons. As we use the term foaction it
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interaction of one institution with ancother and their mutual rein-
forcement, and to the easing of the ftranuicion from situations struc-
tures by one institution fto situations structured by other institu-
tions. The function of an institution is thus given by the insti-
specific set of other instituticns making up
that culture. In the comparative study of institutions this approach
avoids the problems of prejudging what institutions are to be com-
pared or of whcther certain institutions are comparable., The answer
Lo BUch guestious fullows from the interest of the investigator,
and below we shall take up the specific case of comparative economics,
le may state what 1ls meant by the function of an ~nstitution
in another way: the function of an institutlos is to provide rules
for action in situations for which other institutions do not pro-

vide rules and to lessen the strain of moving from ocne set of rules

(i8]

3

tc another and to lessen the strains arising foom possible con-

flicts between myths or elements in the tctal struecture of the mytholegy.

*An interesting case of this last function might be 1llustrated

by & comparison of the British Crown with the Amerilecan Pregidency. 1In
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a h e - pEr s Tk e : L i ! 1
the U.3. there 13 a confliect belaee respect fur the office of the
presidency and the right of any voter to hoid any opinion he choses

eBritian

1 | . L B =N Ay g et S I e TSRO L= o
of that man-in-the-White-House, while
el H-J.iii.f:'f kﬂ.'-l'u EE = ".:I.i' ] :__ Q;-"_":_;i G '-'"J L:‘, E'.L':.-'U.i.- 1 he ;'I.:_-1'[_-'||—:

Withoue Impiying che Siightest disrespect for Lthe Queern,

ihle to examine cases of
rr.{m W - -if'.ﬁ-:_ ?'-'*":-I'"kﬂ'-l}

ocial change. Twe possible sources of changeflare cdhflicts betiteen

and 17 1s exactily here that it becomes poss

the institutions--elther in the operaticn of the ulzs of different
irs titutions or in the mythology of differsut institutions, what
might be called "institutional inconsistencles"--and the oceurance
of situations for which none of the existinz institutions provide

1

rules of patterned response.*® In either case there will Le ad-

justmenc, change, the creation of new institutions or the modification

*The former case may be illustrated by the conflist betwesn

1 - . Ly " - -
- g [ el s i eI | 139 T s et ’ P e e R AT ol M el
hablts ol mind acgulred in modern Industry (Veblen's "world of matter
+1 A I .| = 3 oy b s  of | = il [ E y | 1 - |
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the latfer iz common in cases of contact between very unlilke cultures

qtral Afrlca--is examined below).
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of old ones, and af werst the chaos of violent revelutions or the
disintegration of a soclety. Doth these lazt, unhappy events may
be described analytically as the destruction of functioning insti-
tutions as a by-product of the intense strain arising from insti-
flonal inconsistency or the absence of institutiorially acceptable
patterns of response,. Probably no soclety has ever achieved per-
fect institutlonal consistency, and conscouently all societies are
continously underzoing change, are in transition from one arrange-

ment of institutions to another. The ITrequency and speed of change
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n part related vo fhne aegre~ aif .ricunsisztency, hut are als
related to the degres to which the eulsting Junctional integration
of the instituticns permits or encoursges changes in old or the
creation of new Institubicuns,

Two remarks ol lesser importance fi¢ here, A reole is rde-
fined by a specific Institution and refers tc the portion of the

whele body of rules which a person choses to (or must) follow in

d

=
L]

gilven situation, A status is defined as an ascriptive 1imitation
upon the reoles which any particular indivicdual may assume, or con-
versely an ascriptive reguirement that he undertake a particular

role in given situations.¥

*Both concepts are crucial to an understanding of the problems

"}
et

]

transition in the Indilan village, discussed below.

Identifying the Economy

The normal way to identify the economy or economic activities
in any soelety is to look for the activities or events which are
similar” to those we call economic in our own scciety, This efflec-
tively identifies the economy as a group of events which "eorrespend
to those events which economists study in our soclefy. So long as
the range of interest of economists was largely limlited to western

<i b ererba
3 Belitdizh inmunyiﬂ|th 'jﬂﬂl“ﬂjﬂ”
- M|

=58 ir re:ent times, such identirfication did locate the aciiv-

Europe and

ities In which economists were Interested. PFurthermore, it satisfied
the criteria that the activities so localted (1) generally apgreed

with the common interpretation of the term, and (2) corresponded

with the activitles which The pecple in each scciety thought of as

their "economy." The "scope and method" of economics could be made




EcyScy 3
Feb, 63

formally preclise, as Licrel Robbhins n2s dome in his essey, without
doing violence to "common sense’: shich iz Lo say, withoul elimi-
nating any of those activities wlth which economists wanted to deal
or with which mest people associated the term "economies!". The

formal definition--the study of the rational employment of means

with alternacive usSed To maximize the acihievement ol zZraded ends,
where the totality of the means are scarce relative to the achileve-
ment of all ends of positlive value--may, and does, include activi-

tles which economists do not study, but failure to study averything
within the range of a definlivion need ot aredte problems., Mo Ao eot adanen

At e-an,. There do not appear to be many activities which fit the

formal or scarcity definition and are not of interest to economists.
Other ways of identifylng the economy, ways which western

nen-economists might be inclined to use, ldentlified the same events.

T.-
(1]

a " =l = i o
Where there were possibilities of choosing anmong varying combinations

4

of means to achieve graded ends money was usuzlly either the direct
= ec
means or the means of acguiring control over tne Sthed means needed

t0 achleve the ends, so that a deflinition 1in terns of money gave re-

sults closely approximating a definition in terms of scarcity. Where

"working” or "earning & livelihcood" er—the—llbme—everyder—busimess—of
+fe'l yas concerned, there also one generally found "choice limited
by scarcity" and money. In effect, cholce of definition among the
competing possible definitions made no difference of substance.
Whenever items which were not common-sensically "economic" were in-
cluded in the deflinition they were ignored; whenever scme item which

L1

was common-sensically "economlc” was excluded it could be included
by a 1little gquiet imperialism, Justified by the ability of economists

to re-cast the matter in terms cof implicit or hypothetilcal choice.®
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*for Instance, trafilec {ines are monets ¥, and can ve treated
a5 a choice of the electorate among ways of 1'‘aising money, and one
could treat the speeder z= cheosing betweer varyineg speeds, times
ol arrival, and risks of fine within the Crame of a prefererice map
ziven form by his risk aversion., The restructuring "fits" and 2
menetized event becomes a "choice" event; but do we really feel that

¢rime and puniahnentLiE}acmnunic? But then, why worrv? Economists

do not study traffic courts.

In these circumstances the problem of identifying the range
of interest of economists arose enly for economic historians
(Johannes Hasebroel, Gustav Schmoller, perhaps Max Weber) and anthrc-

pologists (Melville Herskovitz, Raymond Firth, Bronislaw Malinowski)

LS

o

and the problems which worried them did not arise in the mainstream of

Lo
L]
oy
L
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economist
It should be emphasized at this point that any system of
analysis which has been worked and re-worled to the point where 1t
is internally consistent is "universal" in one sensﬁ}—fn»%hz: all
|
items can be made to fall within one class or another of the system,

especlally if the system provides for "implicit" characteristics

and an "all other" class. 1In economics there is a consciously used

/]

)

class of "Implicit rents" and Ymplicit prefits,” which class can contain
mere such items, and an "all other" elass of tastes, preferences, or
indifference maps. Thus one can Write an economic history or an economic
anthropelogy by hypothesizing implicit choices made on the basis of

=

prelerences which are zssumed to exist either consciously or unconscious v -
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The Substantive Definition of the Economy:

cervices and Material Want Sztisfaction

In defining the substantive economy in terms of material want
satisfaction services have always been a problem. There are wants, of all
kinds, which require material means for their satisfaction., The supply
of these material means is economic in the substantive sense. There are
also "material" -- i.e. physical -- needs which can be satisfied by non-
material services: e.,z. being served at table, being fanned in the
tropics. It has been felt that these services are also economic in the
substantive sense and that the definition of the substantive economy should

be 50 drawn as to include them.

£t the same time, it has been felt that other services are
not economic: e.2. that the priest's services are religious, that the
teacher's services are educational or cultural (i.=2. transmission of the
culture), Efforts to define material want satisfaction so as to include
the services which minister to physical pleasures =- there do not seem
to be any "needs" to which these services minister which are not

explicitly pleasurable -- tend to include the non-economic services.




It is here proposed that (perhaps) there is no need to include
any services within the definition of material want satisfaction, The
reason 1s found in the concept of "embeddedness™, in this case applied in

a direction opposite to that in The Great Transformation. Let us look at

—— S

services,.

Services may be pleasant (massage), unpleasant (flogging,
punishment ), social good (sermons), or technically necessary (ploughing).
The first and last of these are, or may be, economic., The second and third
are not, or certainly do not cater to physical needs. But are the first
and fomrth economic because of some inherent physical or material characteristic?

They are not. They are, or ¢an be, economic because they are embedded in

an institution or a process which is economic for other reasons.

A massage is economic when performed by a Swede (for pay) or a
servant. If my wife gives me an alcohol rub it is not pgenerally thought
of as a part of the economy -- it is an expression of love and arises from
the family system. When we call the massage by the masseur or the servant
economic we do sc because these services are organizedly the same (economic)
institution as organizes the p?ﬂViEiDn of material means to satisfy wants.
It is only when the provision of a service arises in the same institutiton

T

as do material means that it becomes economic. (¢ ¢. uﬁ~€ Lhni;ut'ﬁjp




Ploughing is a service and it is economic, and the reason is
obvious, It is necessary to the production of food op clothing -- material
means of satisfying wants, A ritusl ploughing would not be economic.
Prayer 1s technically necessary to a Mass, but prayer is not economic

because a Mass is not a material means of satisfying wants.

Cne service, or performance, in particular illustrates this
point. OSexual satisfaction is physical, the partmer is material, ﬁ&ﬁ:
to eating, drinking, and sheltering from the climate it is our strongest
physical urge, and it is pleasurable. It is an A-1 candidate for an
economic service, and yet it rarely is, Most sexual gratification anywhere
is kept definitely separate from the organization of other services, and
in those cases where it is not, it is peripheral and often in the nature
of a safety-valve to provide outlet for the rare but unavoidable cases
where the usual (marriagze) institution is unable to provide for everyone
all the time. And even here it is as apt not to be economic (temple
"orostitution” is a form of religious dedication) as to be economic (whore-
nouses managed for profit). The divorce of sex from economy runs from the
religious sanctificstion of marriaze to the putting of high school "hygiene"
courses 1n the science instead of the business depariment. {Pﬂrenthﬂtically,
one might ask if any tendency to regard sexual gratification as an economic
service would not be lessened if looked at from the woman's point of

‘J'iew.}




Now,services are actions by humans, or, rather, humans engage

in many actions of many sorts with many different results, and these actions

become services conly when they are embedded in the provision of material

means or the institutions designed to provide these means. As the economy
of Trobriand yams is embedded in the Trobiand institution of kinship, so the

services of a Swedish masseur are embedded in the economic institution of

5 i This analysis indicates that most of those services which we
1 feel must be economic are included in the economy because they contribute
|

v 50 the provision of material means of want satisfaction. If this organization

of labor (services) for the provision of material want satisfaction also
organizes other services, then these other services are economic by

virtue of being embedded in this (substantively) economic organization.
There 1s no reason to regard any other "services" as economic, and many
reasons for regarding them as nonseconomic (e.g. either religious or

health or marital or emlture transmitting),

This appears to answer the questions of whether teachers and
doctors and priests and lawyers are inherently part of the economy. They
are not, It is only when they are organized in the same fashion as are
substantively economic workers that thelr activities become economic,

This cccurs in our market system. It will also occur under cother systems,




as when a uniform slavery organizes field labor and teachers, or when a
guild system organizes artisans and doctors. But the king's judicial agent

a thousand years ag0 was part Df the political system, not of the economy.

o
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It may be objected that all these pecople use material means to
satisfy their wants and are therefore part of the economy. This is ftrue,
but by virtue of their position as consumers cof material means, not by
virtue of the functions they perform. Cbviously every person isfpargngf

uhE economy in this sense, but it does not make his other vities

e

economic any more than believing in God makes the ploughman's ploughing
religious, The lines of classification of human activities and relation-
L]
Ehipsgrhra drawn to clarify functions, simllaritiagiznd differences;
-

not to prove that everything is the same.

Subsidiary Note:

The absence of a specifically, substantively economic character
in services may zccount for some of the difficulties which labor economists
encounter in formulating theories of labor unions and labor relations,

In so far as they portray factory crganization and the wage system (and the
returns to labor) in general there is no great problem in fitting labor
into the economic (market) system. Where their problems arise is in
fitting what may well be non-economic (in the substantive sense)

activities and institutions into the substantively economic institutions,
Unions and labor relations may then require another ciscﬁiine if many
guestions about their history, arganization, and functions are ito be

answered, Perhaps similar considerations apply to the study of consumer

behavior,
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LAND TENURE AND IAND REFORM IN UTTAR FRADESH

By 'Jalter C, Neale

A Summary Statement of the Argument

In the present struggle of former colonial areas to raise their standards
of 1living it has become axiomatic thst land reform is a prerequisite to any
sdvance, while the present tenure system is frequently blamed on the colonial
powers., The poverty of under-developed regions is obvious, and s0 is the im-
portance of agriculture to these aress. It follows that the organizatiocn of
M _spriculturc Rl contribute to development, and development to the welfare of \E .
hose on the land. o - 7 et i
ol )2 red g j#."';:- h‘{mgﬂ?‘a 4
—T¥ does not Tollow that these areas are backward because ‘there—awpe landlords =
or because the colonial powers pursued particular policies, nor that the sbolitioun
of lendlords will remove the obstacles to development. The major force acting
upon the societies of backward areas during the past century and a half has been
market capitalism. Fnough western elements were introduced to disrupt the cld
society, but not enough to bring the rapid economic advance enjoyed by the west
to colonial areas. One crucial element lacking in India was a constantly in-
creasing supply of capital. The roots of poverty lie in the lack of capital and
in the incomplete introduction of the market as illustrated by uneconomic sub-
division and fragmentation of holdings. =
{; % Ty i:khfﬁbpﬁ¢?%ﬂfﬂuf;1_f
—d The history of land tenure and an analysis of mederp-agriculturasl conditions
,( u!:"in Uttar Pradesh lend little support to _proponents of ‘reform; insecurity of ’
st | tenure, harshness of legal administration, and exploitation of the cultivator ..
[ / were a1l well on the way to being taken care of fifty years agc. Present reform
/ programs, despite their revolutionary phrasing, merely continue the policies
developed by the British administration, 3L D f oo
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fﬁ;?pii;f} BSefore the British came to India the<economy was organized in self-sufficient
= villages, which in turn were groupings of large families. Economic relations were
governed by caste and custom. Above the village, but not essential to its life,
were kingdoms and empires taking z share from the grain heap and trying as best ;
they could to maintain law and order, There was no buying and selling; the -
ordering of economic life had no place for a price mechanism.  The great change in %
Tndian economic, organization occurred when the British introduced the concepts of
gwnershigtgggjfg:au@_tﬂg_gen@al market., The o¥d Indian/system did not clearly .
differentiate between economic and political power, nor between such power and 7,
social status. Everyone had rigzhts in the produce of the lapd, obligations to
N thﬁ,?_j.}._la_gph,__%d a greater or lesser ability to enforce his will upon others,
2 f | . The gamindar mas originally a collector of taxes, ot ~misdeading
wu' Unlike the tax collector of today, the—semindar might also be the
leader of the highest caste in the villaze, headman of the village, and semior
'2;5 member of a clan wi@b_h&:ﬂiéfﬁrf rights over the village. Who ﬂﬂﬁiﬁgf_haw many
of these characteristigs n € A man an oWner in our sense? The question never
A o the ians, fo Ot e o . < L
srose among Indians, ) > /4);7‘4?,; ZL‘*
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nefore the British came to India constant wars, raids, and revolts impover=
{shed the country-side and made it a place of personal danger. Peasant rights
were always subject to armed might. Furthermore, the complexity of rights in
land and to the produce of land was so great as to make reasonable several dif-
ferent distributions of titles and rights. FEvery member of Indian society had

_ﬂ"_-“pﬁh..t o ] L” T & b, -".-f._ e -
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some sort of clsim upon the land from the raja's right to land revenue down to
the slave ploughmen's right to =z share in the wvillage grain heap,

The Britisn thought that the maximum of material welfare and economic pro-
gress would be achieved by leaving decisions to those who produced for sale on
the merket., This was a mistake of crucial importance: a failure to realize that
rationel market behaviour occurs only when the owner of land is producing for a
market. In U. P. peither the landlord nor the cultivator were doing so. Markets

only allocate resources to their most productive uses when the : factors of land,

| #-labor, and cepital are intimately connected through working mechaniﬂma. Pressurcs
-ilmﬁ* in one sector must set up self-correcting changes in other sectors. - Real connec--
p{ tion between mafkets were lacking in U, P., and the most important market fer
_;qﬂ“ ﬂF . economic progress, the capital market, did not exist, in—-eny-usErfol—ferm, The

1} .nature of the error was never appreciated by the reformers who believed and stil!
anL believe that the error lay in some mistake in the distribution of rights among

 the verious claiments. An analysis of the problem shows that true reform lies
| in another direction,

= The history nf{ﬂwnershig'in U, P. during the first half of the nineteenth
century shows the Briiish moving into a society disrupted by rajas, talukdars,

vtfluzand zamindars competing for power , For each piesce of land the British recognized

one as "oWrer," and mued la fmwasi given to the wrong persons, Then the "right"
person got Lﬂﬁ land he rece1ﬂbd with his title more power than he had ever
enjoyed, and the _sale of land for arrears Dfrﬁé?EﬂEE}GTEEtEd a new class of

owners. About 1820 the aritish rezlized that many cultivating tenants had justi-
fisble claims to 2 special position on the land and the revenue officers set about
recording these customary rights. Cultivators of twelve years! standing were
given an inalienable but heritable interest in the land, inter alia permission to
hold 2t a reduced rent. So began the gradual eggrnaﬂhment of tenants upon the
rights of owners. The policy of increasing tenant rights ad she expense of land-
lords received a set-back with the annexation of OQudh and the Mutiny, for vir-
tually/sbsclute ownership'\wss given to rebsllious teslukdars who would submit
peacefully. In the sevenities and eighties Land Revenue and Rent Acts trans-
ferred more of the powers and profits ef ownership to the tenants. In the early
part of this century tnnants were guaranteed seven years at the same rent, and

twenty years later ) tenants 3 received a Iife interest in their land with rents

e ——_ 5

fixed by = Rent Officer. In 1939 these rents were made heritable. The two out-
standing characteristics of land policy in U.P. wereé}he e transference of the
attributes of ownership to tenants, andﬁﬁhe persisteriCe of a land market as the - Al
framework for agrlculturéI"brganIEatin While it is true thaf’fﬁh_uwnerq-inst
rights which we associate with ownership, they cmuldxjdlll:? exercise sll the
rights of nwnershlp Ey cuﬁhlﬂiug ' ] :

e —— 3 = rom i : - . s
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Limitstidns on the market did exist in a number of cases. Special legisla-
tion for the Bundelkhand area prohibited non-asgriculturalists from holding land,
and other acts limited mortgagees-in-possession to twenty years and created
procedures for making some lands inaliensble 2t the option of the owner. Debt
reduction and stay of ﬂxecuEIE"_Ieglslatlcn prevented the market from operating
in the ordinary fashion in the thirties., The Dritish were willing to tinker with

Ml
-

E'Lb*:“ the Se¥e market, but they never gave it up. | T 7, NG = .
2 "L LI [ Wi RO - % = - o i f
il ,
fi*mf”' While the British were increasingly re ulatihgﬁ}he mar ket, the Indians were!
. Whereas the Indians at first simply did not play the

market game, the landlords after a time began to seek ways around the regulations,
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and in the end we find the p puiﬁtian.trying to maximize on a market while the orig- P
inators of the market wera'Egﬁiﬁﬁ“tﬁ"prﬁvﬁﬁf“tﬁié‘bﬁhaficur because they had found jl

¥ja% Wider Indidn congitions it did not bring desiresble results.

iy e
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s J Ve in the course of these developments the revenue sfficers became the focus
i - of anlartificial market. In the beginning they tried to levy the revenue upen the
iy " econcmic rent, but, as markets did not exist, it was impossible to compute either the
value of produce or the costs of production. Then the sfficers began with a tfairn
sum for a district and apportioned the total among the villages and then among the
landlords. Although not recognized as such, this change was in fact a very signifi-
q - caat one, for the system replaced thecgoncept of onomic renf by the criterion of
foad>s  past collections. The system was gradu 'If_ﬁﬂdiffga"ia take account of the rents
wiich tenants actually paid, but it was always necessary to adjust the recorded rents
to allow for fraud and peculiarities of local custom and caste., A series of circu-
lars instructed revenue officers to use as a basis for corrections, and computations
of value and rents,|thelprices of agricultural produce,Z4f similar land recently sold
/) rents freely arrived at elsewhere in the district, and, in effect, all of the ele-
— ments which rational men on a4 market would take into account., The revenue officers
were trying to arrive at those rents and values which a properly functioning market

would reach automatically;..but which.the Indian'market did not ‘achieve,

2 W Y ""'_'):" / .

The market for land was a failure. Contrary to expectations the market system

J > did not bring with it a huge increase in material wellbeing. It is often said that
there has even been a decline under British rule, but the evidence points clearly to
a rise in living standards during the nineteenth century although stagnation and per-
haps some decline has since occurred, But in fact Indian progress has been insuffi-
cient to satisfy anyone.

roo
WQ”JHF The failure of the market to succeed is largely due to lack of capital. "Over-
¢+  population" is not a shortage cf land, for capital can falways) substitute for land, =
Y| bring new land into cultivation, and increase the productyvity of old land, No or-

ganization of agriculture will be useful if it does not increase the supply of capi-
tal, Agriculture suffers from smallness and fragmentation of holdings as well as

lack of capital for storage, irrigation, reclamation, education, and manure. The
first difficulty can be overcome by a reform of tenures; the problem is not the land-
lord's tenure, but the subsidiary tenures of the cultivating peasants.

Imperfections in a market will lead to less than maximum results, but it is
strange when Imperfections lead from bad to worse results, Six arguments are commonly
put forward to explain the stagnation of dgriculture in U. P.: the laws were harsh
and "tricky"; the laws were evaded; the administration was biased against the peas-
ants; the assessments of revenue were too high; the level of rents was too high; and
price fluctuations destroyed incentive and ruined the peasantry. Do any of these ar-
guments stand up to the evidence?

The procedural provisions of the law were straightforward, there were ample op-
portunities to protect one's rights, and from the middle of the rmineteenth century on-
ward sales for arrears of revenue were rare, While there were abuses and evasions of
the law, the figures for acreage and numbers of tenants protected by the laws in-
creased steadily, as did the figures for owner-cultivated land, Unfair treatment of
cultivators occurred in the early thirties, but the cause, agitation by the Congress
Party, was political and, during the rest of British rule, the bias was in favor of
the tenant.,

The charge that revenue assessments were too high does not fit the evidence, for
Stagnation and reductions in the revenue burden coincide, Furthermore, a reduction
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in the revenue burden would lead to develcopment only on the unlikely assumption that
the poor landlord would use the increase in retained income for capital improvements.
These =me criticisms apply to the popular charge that rents were too high. Also,
the high rent argument puts the cart before the horse. In a market system the re-
turns to a f2ctor tend to approximate the marginal productivity of that factor, and
in Indian agriculture the marginal .roductivity of labor is close to Zero. Rent

and interest cat up the sarnings of agriculture because the productivity of land
and capltal is high relative to the pruductivity of 1abﬂr+ Statistical evidence in-

+er af* .
_[u#

There can be no doubt that fluctuations in pricewere a cause of distress dur-
ing the depression of the thirties, but prior to this time the trend of prices was
upward., In U. P. prices did not show a downward trend before 1929 although agri-
cultural prices in world markets did. The cultivators were hard hit by the fall in
prices. They were immune in so far as they produced for their own consumption, but
the amounts to be paid for rent and interest on loans had to be raised by selling
their produce. However, rents were shortly reduced to the 1900 level by government
order. Landlords were even less affected except by the fall in rents. S5Sale value
of land was maintained during the thirties, and so obligations could be met. While
it is true that the depression of the thirties, was a disaster, it cannot explain
1i:.he failure over the preceding hundred years.

(n the one hand the market failed because the organization was not complete.

- Changes in relative values should shift factors from less to more productive em-
ployment. In U. P. there was little accumulation of capital and consequently labor
had no place to go but to the land. During the thirties the standard of living in
the urban centers rose, but there were not nearly enough industrial establishments
to ahsurh the excess labor, OSuch savings as there were tended to go into higher
1and values for reasons of security and prestige. In addition, much agricultural
production was consumed on the holding and so market prices had no €effect on output.
Price and production series clearly show that relative prices had no effect on the
management of land. Without real choice the market system cannot achieve optimum
allgcation. el e s i S e

i
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Cn the other hand living standards failed to rise because there was a failure of
capital accumulation, Under any system the ratio of land and capital to men must be
raised if India is to progress economically. This is 2 matter of technology. No
change in titles to land can solve it, but the places where nore cap&t&l'wauld FEveos
lutionize 2griculture are legion, ;}t; pif ey Mgl " pa Lo s
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The zamindars have been abolished. They were abolished partly because it was
thought that they were an obstacle to agricultural progress and partly because the
government wanted to equalize wealth. The second reason cannot be disputed, for if
equality is an aim, then partial expro.riation is 2 reasonable method. The danger
in land reform lies in the hopes aroused, for there is an implicit promise that ine-
comes will rise with reform, an&_TT‘théy”dn not rise the reaction may be violent,

Land reform gave all titles to land to the state, which in turn has made the wvil-
lage govermments trustees. Hgwever, the situation of those on the land has not
changed appreciably. ILandlords have leost the land that they formerl; rented, and
have received in exchange only partial compensation, but they hold the rest nf their
o0ld 1l:nd as bhumidars with most of the rights of ownership. Most tenants have be-
come sirdars, which is merely to say that they now are privileged tenants of the
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State rather than of a landlord, and they continue to pay the same rent. A third
group of holders, called asamis, are former tenants-at-will, and they have little
more protection today.

Far from a small minority of zamindars expldting the vast majority of tenants,
perhaps a quarter of the agriculturalists were zamindars. All but one or two thou-
sand were middle or small zamindars so the expropriatory measures did not affect
many landholders. In addition to expropriating the larger zamindars, land reform
abolished the rental market, dealt a death blow to the mortége market, gave occu- _
pancy rights to a few more of the fringe of unprotected tenants, and allowed the
tenant to make any desired improvement on the land, All four changes could have
been achieved by four amendments to existing legislation at much less cost and with
much less social upheaval,

Discussion of the future of Indian agriculture has centered arcund the questions
of large mechanized vs. small peasant farms; and of cooperative vs. collective vs
State farms, Bubt these are not real questions. The only alternatives which are
possible at present are 'small peasant farms and peasant cooperative farms, and here
the govirnment's desire for cooperative comes up against the cultivator's desire

\ for his own plot. The real problems of development are capital accumulation and
|\ the sizeofholdings. 1t is foolish to cast the problem of capital development in
“XETms of large mechanized farms. (apital improvements are divisible down to the
spadeful of manure. Small peasant holdings need steel tipped plows, iron harrows
and water rather than tractors. The only source of capital is agriculture: indus-
{try 2nd commerce need all the resources they can raise and then mere. Thus the con-
}clusinn is that the burden of revenue and rent far from being decreased, should be

increased in order to finance capital improvements.

S —_— = = = — 2 o

Since the passage of the land reform bill the government has undertaken to force
the consolidation of fragmented holdings. This is all to the good, but even with
consolidation holdings will be too small, What is needed is a movement from the

/land into industry, To achieve economic size for each holding more than six million
- cultivators will have to move--a staggering prospect. But much can be done if only
@ million to @ million and a half would move, provided thosec that move are the

", "right" opes. The "right" ones are those with holdings of two to four acres and of

| more than ten acres. People with less than two acres are really laborers with gar-
den plots, and not dependent on their land. People with more than four acres can
s ghake ends meet, and even achieve econcmic holdings if they acquire the land of
those who have left. The crisis group is made up of those holding two to four acres
which is not enough land to be efficient, and requires a tripling in size to reach
/ efficiencys. Cultivators with more than ten acres are efficient, but if they move
“_they will release far more land for others than departing small holders. Lf a mil-
“Hon or more ¢f the groups with two to four acres and those with more than ten
acres left the land, there would be encugh to bring the remaining cultivators over

the six acre minimum needed for economic efficiency. A labor draft system might be
aveided by the use of subsidies and penalties,

Because there were no alternative uses for the factors of production, the mar-
ket mechanism failed to achieve the rapid progress which was hoped for. The solu-
tion to present poverty must then lie/&ither in making the market function properly
Eggin.substituting another system whith will increase the ratio of capifal to men.

e -reform in U, P, did neither, The market remains, but sc do the gaps between
“the 1and morket and the other fuictors. Since nothing was done to correct the basic
faults of the old zamindari system, there is no reason to expect th t the new bhu-
midhari-sirdari system will be any more effective in alleviating poverty in rural

Us Pe Under the stimulus of the Five Year Plan and with the development of
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resources undertaken by the States, the lot of the cultivator may improve. If this
happens it will not be because the zamindarli system was bad or because the new sys-
tem is good, but because capital resources have been developed and -alternite em-

| ployments with higher productivities huve been provided.
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Walter C. Nesle

Comments on SHeiner on Lebor

Steiner says "laebor is any soclally integrating activity whiech
1s connected with humen subsistence....and which Thus presupposes,

ereates, end recreates social relationships." (p. 11)
thing\ the key, and the key to possible trouble, lies in"sub-

sistence™. Earlier (p. 10) lebor is activity "in accord with laws
OF ceesse850C186F.caes.in order to galn......1ivelihood.” Steiner
differentistes Detween activities irrelevant to the group (sports)

gnd those which assure a role 1ln the group. Agreed that economies

t}'l

(Labor) is the latter sort. But so are many non-economic (and there-

of where to draw the

fts
=
A

fore not-labor?) activities. Question remsa

line (or a borderland march). In Steiner this is decided in terms of
livelihood"™ or "subsisttence™,

OT these two terms "livelihood" is certainly the better since

i
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greater inclusiveness. "Subgistence™ is either food or

[ .

it has

o
o5

and shelter, but has to be stretched to include beer and china, and

stretehed much too far to include movies and night-club singers.

"Livelihood" includes these, but actually "livellhood" is not synony-
mous with "subsistence™ for Stelner's purposes. "Subsistence™ deflnes
in terms of the immediate product of the activity, while "livelihood"
defines in terms of the activities which result in the acguisition of
subslstence goods. Thus we arrive at the point where what one does

for a "livelihood" is "labor™, end I em afreid that "livelihood"

becomes itself defined in terms of "labor".




To &8 large extent the material-means-of-want-satislfactio
definition solves the problem, for "labor'is That acilvitly which
produces the materisl means." I think one might add "socially integ-

m
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T'he resl protlem arigseg 1l Iregard Lo gervices". To the economist

economic services (Natch girl and when non-economic activitles
(sermens?). If it is integrative activity leading to livelihood, Virtu-

ally every integrating activity becomes economic (labor) and we really

have no perticular field of study. If it is integrative actividy in

¥ e - 1 - T - S A ] Wmnmdl O d o o de e W M-

jtion of the Economy: Services and Material Want Satisfaction™. The
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or non-economic (singing in night-clubs snd singing 1n church) and
that the particular wants sstisfied are nol clearly economic or non-
economic. The latter approaech has been attempted through arguing that
utilitarian wents ("lower order of wanis"™ in Jevon's phrase) are
economic, but wants are physicel or psychologicel end while some are
pleasent and some necessary (in how many senses?), no satisfactory

painter satisfies higher aesthetic
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