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of the important ways open to i n 
dividual workers to get such pro
motion was to show evidence of 
greater efficiency. Obviously, the 
differential system of rationing was 
being used as an aid to incentive. 
In 1932., in order to l ink rationing 
more closely to production, respon
sibility for the distribution of ration 
cards to particular workers was 
transferred to the governing bodies 

of the enterprises and inst i tu t ions 
in which such workers were employ
ed. Thus, in the early thirties, the 
ration system in the USSR, which 
sprang from a recognition of pre
vailing scarcity, became finally an 
aid to the planned endeavour to 
overcome scarcity by increasing pro
duction. It may not be unrewarding 
to reflect on this notable experi
ment, 
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E C O N O M I C progress has often 
been explained in terms of 

capital formation. H o w far is it 
true of our agricultural progress, 
and what prospects arc there for i t , 
arc interesting problems. 

The requirements of agricultural 
development fall into three sepa
rate categories: those relating to 
land, labour and equipment. Our 
resources are supposed to be plenti
ful , only they are under-developed. 
There is, likewise, a surplus of labour 
though it is inefficient. The real 
scarcity is in equipment. Actually, 
the first is more of a myth than a 
reality. The confusion arises on ac
count of an inadequate apprecia
tion of the dynamics of economic 
institutions and activities. 

The economic pattern of a coun
try at any point of time is set by 
the form of resource-utilization ad
justing itself to an imaginary 
equilibrium of optimal distribution 
of national resources. The economic 
sector is a continuous battle field 
where the war is never ended. 
Every stage springs a fresh problem 
of adjustment. An effort to make 
this adjustment releases new econ
omic forces which, in their turn , call 
for a fresh adjustment. A n d thus 
the spiral moves wi th the march of 

time. 

An analysis of the relationship 
between our resources and the de-
mandj keeping in mind the needs 
of a growing population and of the 
rising standards of the present day 
provides no ground for optimism. 
Even if the mil lemum were to come, 
i t w i l l bring wi th i t the hazards of 
fresh adjustments to fresh demands. 

The crises may no doubt be m i t i 
gated through planning but the 
problem of resources w i l l remain. 
Indeed so long as mult ipl ici ty of 
wants goes wi th economic progress 
and civilization, there w i l l remain 
the problem of adjustment of scarce 
means to completing ends. 

True enough at least for the pre
sent and for a reasonably distant 
future, scarcity cannot be anticipat
ed in labour. A n d land by nature 
being l imited, any improvement in 
it is identified w i t h the investment 
of capital. The main problem 
therefore must always be that of 
capital, since the relationship be
tween natural resources and demand 
changes only very slowly, and the 
degree of success depends on the 
extent of capitalization made visi
ble in the form of technological 
improvements. Thus the problem 
of agricultural progress depends 
largely on the formation of capital 
which is a more variable factor than 
the rest of the resources in which 
wide variations are limited both in 
respect of time and volume. 

The question of capital formation 
may broadly be pu t into two cate-
gories: domestic and the foreign. 
But inspite of the Government of 
India's open door policy for the lat
ter, the chances of investment of 
foreign capital in agricultural are 
absolutely nil and the country has 
to depend solely on the former. 
The domestic supply depends on: 
(a) the margin of savings, and (b) 
on maintaining their l iquidi ty and 
uti l izing them in productive invest
ment. The margin of saving is de
termined by the net income and the 

cost of l iv ing , and the net income 
depends on the gross income and 
the cost of production. There is a 
general optimism at present regard-? 
ing the volume of agricultural sav-
ings. Dur ing the period of high 
prices, gross incomes in agriculture 
have increased, but they do not 
necessarily indicate a proportionate 
increase in net incomes. The avail
able evidence about the financial 
position of agriculturists furnished 
by investigations made in Madras, 
Bombay, and U t t a r Pradesh, the 
enquiry into the cost of l iving by 
the Union Government, the reports 
of the Finance Sub-Committee and 
the Rural Banking Enquiry Com-
mittee, and the evidence of some 
Provincial Co-operative Banks, all 
indicate a substantial increase in 
agricultural incomes. But it is true 
only of a small section of the farm
ing population. The position of 
small farmers and agricultural 
labourers the same evidences ind i 
cate, has not changed much and in 
some cases has grown worse. Our 
recent enquiry (1945) into agricul
tural incomes based on the study 
of 1540 cases in the U.P. reveals 
the following results: 
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1. Incomes from agriculture, dairy, rent and labour are taken into account. Labour charges for family of the farmers have 
not been included in cost. 

2. A. denotes no. of families and B. the percentage of total families in the group. 

The position must have improved 
slightly after the investigation was 
finished but not very much. These 
higher incomes are imperceptibly 
eaten into by the higher cost of l iv
ing which is generally under-esti 
mated. Under-subsistence farming 
farmers produce their food but it 
has not been generally appreciated 
that many of them have to borrow 
or buy food. The same investiga
tion revealed that out of 1540 farm 
families only 637 or 41.3 per cent. 
were found to be self-sufficient in 
food and the remaining 903 or 
587 per cent, had to purchase or 
borrow food at one time of the year 
or another. Besides the relationship 
'between marketable surplus and the 
actual sales was found to be as 
follows: — 

Thousand mds. 

1. Tota l output (wheat, 

barley, rice, bajra and 

maize) .. 41.6 

2. Estimated total re
quirements . . .31.9 

3. Marketable surplus .. 9.7 

4. Actual sales .. 19.3 

5. Amount left w i t h far

mers . 22.3 

6. % of the requirement 
to the amount left 

w i t h farmers .. 60.9 

7. % of actual sales to 
marketable surplus 198.9 

This shows that the higher prices 
of not only the other necessaries of 

life but of food also reduced the 
margin of savings. Besides these 
savings have been largely dissipated 
on the repayment of old debts, in 
higher land values, and in the pur
chases of bull ion at progressively 
inflated prices. The rate of savings 
in Ind ia which has recently been 
estimated to be approximately 9 per 
cent., and sometimes back by Colin 
Clark to be 6 to 7 per cent., must 
in the case of agriculturists be sig
nificantly lower. A n d under a 
basically high consumption economy 
which automatically restricts a sub
stantial increase in domestic sav-
ingSj these extra forces working un
der an accelerated pressure drain
ed the savings stil l further leaving 
very little margin for any substan
tial investment. 

The other question is of plough
ing back these available savings into 
further development, which involves 
the maintenance of the liquidity of 
these savings and their utilization 
in productive investment. The for
mer requires the development of 
banking and co-operative societies 
which is far from satisfactory. The 
latter is handicapped by scarcity of 
materials which appears to have 
come to stay, and some bottle necks 
like transport, immovability of fac
tors of production and some social 
institutions, which can be improved 
only slowly. This shows that there 
are considerably r igid limitations to 
investment in agriculture. 

The immediate future does not 
seem to hold bright hopes. There 
is practically no chance for deli

berately controlling the rate of capi
tal investment in agriculture which 
remains and is bound to remain 
essentially a free enterprise. The 
change in the pattern of income dis
tribution in favour of the lower in 
come groups, specially the farming 
community, is generally exaggerated 
and the volume of their savings over 
estimated. Capital formation to any 
significant extent, not to say to the 
desirable extent, must necessarily in 
volve lower level of consumption, 
since even if the total savings are 
invested, they wi l l not be adequate 
for the purpose. A n d this can be 
attained only through austerity mea
sures. But in the case of the agri
cultural community like ours, in 
which the physical and mental links 
joining the individual producers to 
the rest of the country and specially 
to the government are conspicuous 
by their absence, the adoption of 
austerity measures is pretty difficult 
and its success highly doubtful. 
Even so, it is the best course, though 
in many cases the price w i l l not be 
worth paying due to deficit economy 
and a sub-normal standard of l iv 
ing. Besides, the two fundamental 
prc-requisites are a greater physical 
supply of material resources, w i t h 
out which productive investment in, 
land cannot be made, and the de
velopment of transport, without 
which physical movements of the 
supplies not being possible agricul
ture cannot be commercialized, and 
production is bound to remain for 
local consumption or essentially of 
subsistence type, l imit ing the scope 
for capital investment. 
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