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eapital fommation end the «uun of ulﬂl-h; surpluses
for eapital fermation.
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CHAPT:R 3
INTRODUGCTION

The ptsaﬂkt-l preblem that confroats
an underdeveloped country is their peor living standards
consoquest on & lovw ratio of preductive employment to
total verk force and a constant propertion of disgui-
sed unemployment te the total populatien, From the
econenis point of view the abumdanse of labour feree,
Af apprepristely utilised sheuld enabdle the ocenony te
incresse 1iis stock of wealth and thas raise ltoil! to

a virtaous cycle of prosperity.



CLASSICAL BACKGROUND

Economie literature has grewa en thie,
from the classical eceonomnists down te present day, ihey
woere faced vith the same problems. ®Recarde and Malthus
snalysed the factors that sltimately limited econemie
pregress; of them, Ricarde vas mere concerned vith the
preblen of fintegration with theories of relative prices
and capital formation, According teo him econmemie growid
vas set by the inercasing intensity of the difficaltics
arising ocut of dynamie implications of the law of
diminishing retaurns ia Agricul tural produetioa, Purther.
li-itltiono in regard te cutput of wage goods, meostly
food grains, reduced the rate of grewth of aupply of
labour and hencs slowed dewn iho precess of capital
formation. While Ricarde was ecncerned with the prodblems
selating to the termimus of asccumulaiion, Haltbus

emphasised the limitations with regard to rate of
growth,

®Planning for expanding keconeay = C.No Vakil and
Pe.R. Brahmanaond c.o PPe 193,



The latter observed that iu conse-
guense of the imefficiency of effective demaand, the
nctsci rate of sccunulation weuld fall shert of the
petentially peseible rate. Thus eane was concermed

with the geal sand the ether with the sypeed.

But Keynes, in Lie enalysis dealt with
both the problems ef the diffficulties arising out of
the deviation of the actus! imvostment rate, from
that reguired to provide the velume of effectiive
dezand mnecessary te maintain full eszploymeant and fore-
sav the possibhility of the emergence of a stationary
state a5 a result of a decline ir pepulation grevwth
and the gradual dwiadling avay of the petential

favestuent opportunities.

CAPITAL FORMATION,
THE DETERXINANT OF ECONOMIC GROWTH.

The rate of economic growth may de
analytieally considered as bdedng the fuamection of twe
facters (a) the rate of capital formatiea (B) the
capital output ratio, Aceordingly develcopment policies
may be deseribed as aiming te increase the former and

reduce latter or do bdoth,



The term capital formation, covers
the changes in awsets from the begiuning te the emd
of ascoumting period ander review, The aasets,
ﬁ.cct‘lngly are the fixed measns of preduetisn, all
buildings and stocks of goed imeluding goeds in

precess.

The lov inceme rotes are not the entire
explanation of a lov rate of capital formatien. Bat
a ecertain combinstion of soeial and econemic fasters

esn make s sudstesntial capital formatiom.

Inadeguate institutional arrangementa
for mobilising beth private sad pudlie savinzs and
lack of inducement to develoep predugtive sutlets are
of particalar laportanee and interrelated. The
esilstence of preductive sutlets wouid help to call forth
iastitutions for mobiliming the financial rescureesg
pelicies for moebilining saviags may cncounrage the
secareh for produciive resouvces. The lack of induce-
ment to iavest shows that tiere hse been little
capital fermption. Se¢ uagquestionably the preductive
iovestuent oppertunities, and outleis frim & fundee

aental step in development pregrsuming.



Net capital formation could de imereased

4f the requirements of replacing the existing eapital

eould be redaeced,

for whieh saving or taxation peten~

tial can be incressed by a redustion of unesasential

sossunption. 1lncreased naticnal income does net always

mean incrensed rate of capital formation. Savings te=

gether with the availadility ¢f underutilised real

fastors suggests an opportunity feor increasing the rate

of capital formation by deficit fimaseing. Limitaticn

of available physical rescarces of course constitute

the crux of the problem of developaent and tho establishe

aent ¢f a preper relaticnshkip betweor the fimancial

resocurces brought inte play and physical resources is

 ome of the fundemental task of dovelopment progranming.

If the development progranme excecds curreatly available

fisancial resscurces the gap may ba bridged in three ways.

Iﬁ.(.)

(»)

(e}

By adjustment in the balance
of paymeant (by running dewn
forefign eschange rescurees)

By fuller ntilization eof exis=-
ting physfical resources with
1ittle or ne inflation, meking
possible aan inerease in reoal
income threngh eredit expansien.

By an inflationery development-
ereating an artificial disequili-
brium in the aystem, intended to
provide iacreased incentive te
preduction,

#e¢® CAFITAL FPORMATION as a deteraminant of Econemie
Groewth « ECAFE :: 108685,



¥ithout reducfing the low level af
eonsumption further, capital formation can Be rsised
oithar by iseressed output obtained with existing
eapital equipment er by nes-mometary metheds as
for exsmple, the community development which utilisecs
free labsar time-capital formsticn can be speeded up
by susterity rather than privation., Onece inceme has
been raised it becomes possible in ithe second stage
plan fer relatively hLigh marginal rates cavicgs and the

rate of capital formation raiseé ecorrespeadingly.

The rate of capital formation achiervadle
by & country's unaided efforte can b%e supplemenied by
sringiasg the resources of other ceuntries te bear through
by fereign trade, fereign investment and fereigs aid.
Whea trade is balanced, imporis being paid feor exports,
it i» true in the sense the rescurces used te preduciion
of exports are roally these ¢f the wountry itself, Thus
it provides an instrument by which capital fermatien
ean be asscelerated. Internatiocosal ce-operation cam
rajise a country's rate af capital formation by foreign
invecetments and by grants. Hoere the reocepient ecuntry
acgalires fmports not paid for with ezports and thus
it makes 8 net draft on the resounrces of the eouteide
vorld. So thea, international flow of ecapital is limited

by some fundasental factiore. Firetly, foreigm private



capital has hesitated to venture due to g . Laeck eof

encouragement  ,nd consietent policies towards exteramal

investmentfng,

SECONDLY because of the absense of
an Yinfrastructure® of basic faecilities, the producti-
vity of new capital is lover, Thus the opportumity ef
profit making for private capital are limited, parti-
eularly within the frame werk of bdalanced national

development.

Evean taking the case that loan ecapital
fs freely available a limitation on borrowing is
imposed by the external debtservieing burden which
it ereates. So the developmeat prograsme should aim
at a higher rate of saving to catch up with the planmed
rate of capital formatien before the halance-of-payment
drain invelved in paying for the -aving obtained

from abroad becomes excessive.

FINALLY the flow of capital frem abroad
has undoubtedly been retarded by limitations en
®absorptive capacity” which could be remedied through
properly prepared projocte within the frame work eof

¢learly formulated programmes of economic development.



FORMATION OF CAFITAL IN THE RBURAL
ECONOMY

Capital formation plays a ereucial rele
is the advancemsat of the rursl economye. This has got
e greater application fa the econemy vwhere land has
reached the margis of cultivation and where labeur is
asbundant. NKere imtensive stilisation of labear under
saeh a sitaation would iavelve intensification of
capital. MHere one shonld not -l.tiko between inventery
of capital and ecapital formatien. *Unlike ifaventory
of capital, ecapital formation is essentially a grevth

sver time,

Capital formatien may not have its
scunterparts in money savings for the small lits.r;f;t
an anderdeveloped ccuntry the definition of the ters
should be videned to embrace every atriving of people
and every aet of new favestuent directed towards
asugmenting the productive capaeity of every small
farner of the society to deliver finished consamer

gvode in future at enhanced rates.

® Mandel G.C. « Studies in the Problem of Grewth
PP«B1.
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Te the individual farmer any énrohano
of ssset is capital fermation., Im aggregate this means
all comstructional asetivities directed towards eanhaace-
meat of real sccial income i-&:oar or distant future.
Capital formation in the aggregate sense depends firstly
apon surplus over consuaption and secondly upon the
desire of the comnuaity to invest, Thus in actuasl
practise, it is the resultaxt of the desire te ccosume,

the desire to heoard, and the desire teo invest,

But investment ia trade does net coanferm
to the idea of capital formatien defined in an aggregate
sense ia so far as it doees not help im expsnding
productive ecapaecity of the commuanity. Construction ef
resideanticl heuse is appareatly anm illustiratioa eof
eapitel formation., But ofceurse the i3} installation
of a brick manafasturiag faetory would be capital
formation, as 1t enhences the capacity of the community
to produce more resideantial houses, Further purchase
A-t land obviously is o construeticn ie capital
fornations This propesition cas be dispreved if the
sellers of land were able 1o use the sale precceds in
8 productive way, Generally vwe sce that the money
acquired through a sale of land & Is: used for
consumpiion expenditure, Thus 1iving upon capital is

& common experience ameng poor peasants,
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Capitel formation can always casily
be linked to the marketable saurplus in agricul tural
preoducte. DBecsuse in an economy vhere entrepremeurship
is oeffered by the househeold itself, where produection
ie chiefly motivated by household censamption and
vhere monetisation is less important, saviogs may
emerge in the form of surplus stere of food graine

or other agricultural preducts.

Barketable surplus in the agrieultural
sector of an underdeveloped economy is & crucial question

from the three following points of viewie

I. Marketable surplus
in agricultural sector
would contribute to
cepital forzation in
noa~agricul tural secter.

I It would contribute
to an improvesent ia the
standard of living ia the
agrieanltursl seeter by
making availadle to it
the indusirial consumser
goods.

I1ls It would contribute to
capital formation in the
agricultural sector by
fetehing it the requisites
of agricaltural preductions
Marketable surplus of foed grains ie
arrived et by dedueting from the net output received

by the farmers, their consumption and dispesals in the
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form of secds, kind loans and wage paymeants in kfiad.
The excens of racefiptis ever sale is partly held for
consumption, partly speat np or dispesed, and p‘rtly
held in steck, potentially capabdles of further

eoatinuation te market supplies.

Vhat i» setually marketed may fall
short of the estimated surplus. The divergenmee of
aarketed and marketable surplas may be due te vartcﬁn
factors. Bat -hortvor'tho surplus emerges, the part
ef it which will actuallj be marketed weould be
affected by the general conditions of the village
ia question = particularly the exteant of market
facilities ozon to it, the standard of liviang ef the
housebold and the investment epportunities within their
reachs B0 if the investment opportunities are wide
and easily availeble, sale of agricultural preduece
will be larger to moet larger demand of fumds for

foavestment,

The surplus stoek in the hands of the
farmers may bde looked upon as potentially equivalent
to an investible fumd. If investment opportumitiecs are

widened in the rural sector, toechaical innovations



vegquiriag capital investment are drought within

the reach of the farmers and its prospects made knowa,
12 rewards of hearding in the form of enhanced prices
were curded, it is likely that larger quantity eof
foed grains vould be flewing out of stock of the

farme to fTind their way inte astive investment,

Lgnln}tcnntvc of 4idle labour is a fund
for capital fermnation., If pressure of unempleyseant
pulls dova wages ian rural sector, enterprises are
expected to expand employment till the reserve of idle
latour is redaced. It is gquite possible that wages
cancet fall below the eost of living ef the werker
and his family. This meane that cost of prodaction in
snall fanily farme must diminisk, se that they ecan

yield & surplus of produce over their consumption.

W¥hatever forces that will eahance pro=-
duction iz small fanily farms will alse contribute te
lewering of wage cont and imereasing onﬁital formation
fia the rural sector.

Pa
\_fCapital fermation fis mot merely the
question of emergence of saving, rather it depends on
the aet of investment., Thus investment has got a more

positive role in capital fermation than saviange. Thus
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whatever planaing that would rajise the preduactivity

of capital iz the rursl seector will also induce capital
formatione It is ebvieus that the frogmented heldings
of the small farmers -are a dato;;nt on capital

formation,

Ce~operative erganisations have got &
special significanece in the sphere of capital formatiea
and they promete capitel fersatioas through & redistri-
bution of & part of its income., It transcends the

1imit of bhusan propensities in ereating capital.

Furtbher an effective education wonld
foster the desire of the rural people for economie
improvement and their knevledge of improved techanigue

ia production would enhance capital fermation,

Capital fermation £{s net only an economic
process but a soclal procces as well and it nust refleet
the desire of peeple to inprove their economie condition
Wasteful ceremonial expenditures and early marriages

are social hindrances to capital formation.
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CRAPYER IX

TEE CONCEPY

The fundamental prineciple of the aodcrﬁ
sconomie syatem is to !ncrcaoi the velfare of the
pevple. The pursuit of this requires an ilaéon-ing
stock of sapital geods and sapital fornation fts indis-
peosadle for increaned ecenomic production, tetal end
per eapita and hemce ucinoulo wolfare, Parther ssving
is esasentinlly a prevision for econemie security which
sbould be channeled inte capital fermatien, ahtln. that
unit of security serving the purpese of capital forma-

tiens Thus the ratienale of saving is eapital fermation.



15

A few notable definitions as under, would ferm the

basis of discussion.

Tostlebe vievs sapital fermation "net
as an antomatie process dut a responsse te iavestmeat
of meney, effert and time in nev rescurces or facili-

ties of predustion”/+v/

Capital formatien is defined as ibe
*growth of faputs® and is indicated by the growih of
reprodacible wvealth “"whiech helps for fatare larger
preduction®,.@® !li reproducible wealth inclades all
resource: imputs whieh h-lgn fer a futare productien
of whieh capital assumes & greater propertiea and
takes the form of tangidle sesets. Thus ecapital
formation is indicated by the growth eor sdditicoa te
*Reproducible Tangible Sealth”/g/

/*/ Testlede A.S8. = Capital iu Agriculture = The fore
mation and fivameing since 1870 « Kational Bureamn
of Ecomomic Researeh « Princetoa "Varaity® Prese~
1067 ... PPeb.

@ J.H.Hickes = Value and Capital = Oxferd 1980 pp.284.
Sinen Kusnets = Capital fa the American Econeay =~
ites forzation and financing « National Burean of
Beonemic Researeh « Princeton 1981 ... Ppe18-16,
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CAPITAL FORMATION

Capital fermation demeotes the addition
made teo the steek of tangible goods within the zountry
or to fereign claluns. Thus on & nationvide basis it
e the net changes in the net halliccn of fereign
¢leaiuse Changes in the steck of goede and in claims
againgt the rest ¢f the world origimate froem current
preduetion of the ecomomy or frem other sources. The
earreat predust which is not coneumed, added te the
stock of goeds, ond, eor expeorted, denoies the pesitive
csapital fermation. Conversely if internal neseds absor-
bed mere then the_c-rront net eatput, the initiated
dissavings neccasitates & draft upon the existing
stoeck of goeds, leading to negative capiial fermatioa.
Thues savings or dissavings, either pesitively eor
negatively, help the formation of ceapitel, whiech
ultimately hao o bearing on the current met cutput and
consumption as a souree of capitasl formation, And en
& nationvide basis, savinge obvicusly equale capital
formations The fidentity ef saviugs and sapital fer-
mation, on a nationa-wide basis is highly usefnl ia

moasurenent and snalyeis.
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SYet capital formation cam be defined breadly as the
total change in the steck of goods and in elaimes, that
is, the shange in the matienal wealth due to economic

processes and esaviangs.

Dispesition ¢f finecome beutween consump-
tion and savings ecineides with the distributien of
product between flov of goeds to the censumer and
sapital formation. Ju s planmed econony the tera
savings meass the diversioa of curreat product frem
sonsuaption or current incema from expenditures on
consuney goods, whieh cean rimunltanecunsly be assumed te

uateh the orders of capital formation.
THE DASE OF CAPITAL PORMATION

The dtftuitloﬁ ef capital formatien
thwarts ae explanation of the connecetion betuween changes
in the amount of capital and changes ias the iaflev of
income; because the werde capital, ineeme and inveat-
ment are used to represent diiferent concepts. PFor,

capital refors to the steock of all goecds in sxzistence

® KUSKETS .8+ = Capital in the Anerican Econony -
Ite formation and finaneing =~ Natienal Bureas
of Econemie Resecarch « Chapter II.
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at 8 particular moment, where as income refers teo
goods snd services produced durisg s peried of time,
*This capital 18 o "steck® concept and income the

®¢lew® concept.

!ﬁ. invostaent goods at the finished stage
become part of capital and the precess by which they get
sompleted ie the process of capital formation. During
aay period things whieh ere in existencs or at the
start, disappear or get destroysd or catez aswvay or
discarded., So to get sn accurate picture of ihe amount
by whieh ecapital has changed, only net ancumts should

be considered,

Capital im the real and tie sinplest fera
consistes of a wide variety of dissimilar objects: like
machinery, toocls, buildings, invemtories and so on.

Thus the flew of rsal geods aond services alse econsiste
of heierogenecus items. 1In general measurement of
capital is analagene to measurement of incomes 4.e. the
monsy oquivalenis of 3ll thngo‘lue!-del in the categery
are used to obtain & list of values :hieh can de susmad

QPe

® Buttriek J.A. and Williameon - Economic Development
The formatien of Capital « Chapter V « pp, 138,



IMPORTANCE OF INVESTMERY

Advecation of levels of capital fermation
shenld e conasidered in lins with the levela of invest-
meats Havinge ef any ladividual during any peried of
tine depends upon his income during smy that peried sad
his consumption expenditares. To inecreass his capital
steoek he should save more than be spends, Ianvestunent
goods are always purchased at the expense of petential
consumpticons *The limits to iavestment daring a jivo-
peried of time depend upon the petential ocutput of
goods and serviees and the propertien of this vhich nust
be in the form of consumption geeds. If the semsumption
flow is reduced too mueh, total poteatial cutput will
drep, sfince the main (various)} factors of preduction

will not all be able to work.

INVESTMENT CAN BE INCAREASED BY
THE FOLLOWING WAYS,e0e0e

(a) By using whelly the wnempleyed
resocurces vithout eutting inte
cousumptien.

(d) By redueing the output of con~
sumption goods and usiang the
resources thas froed for the
preduction of investment goods.

(e) By intreducing a technolegiecal
change.

*Battrick J.A., and ¥illiamson - Economic Developuent-
Chapter V
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Beyond all these, it is impertant te
sonsider even the exfasting stock of capital ﬂ;:-at of

the resourcss.

In order teo be mere obdjective in odser~
vations, & method Lis needod teo dotermine vhether there
is "gap® detueen the actual and poteatial ontpat at s
pariienlar perivcd of tise. PFurvther the consegmreances
of & reduction in the flow o{ consuaplich geocdz are
sleo to be justified. Censicderizg the sutput of caech
factior of prdduction and subseguentily eon being removed
trem its pireseni cecapation to a different sne, the
total income 22 rises. This precexs askes §t pessidle
to inorease investment wvithout deercasing consamptien,
0f course the process of moving a t-btor of production

should elese be tensidered ae a part of iaveasdmant,.

Thas we evuld find three general amd

fdeatical reasons for s gap botween aetnal and potential

sutpat,.

I« The existonce of iavoluntary euploy-
meat is one of the ctlaar cases that the eceneny is pre-

doeing leszss than poassible.



21

Il. The secend reasom is the

existence of hidden umemployment.

I11. Thirdly the poor allecation
of factors of production shich natarally leads te

frietional unemployment,

Thus & gap exists whensver the eunt-
put vhich could be preduced with given factors is
worth more than the output actually being prodaced.

Farther in a ecomplex e¢conomic- set up,
e -aior portion of the saviag decisions are made with
one set of conaiinratio-- in aind, while deciniocns teo
invest are made in a different coantext amd tctadittnr—
ent purpose. Hewe financial institutions like banks,
iavestment houses and insurance companies play anm
iotermediary role detwveen these two decisien making

funetions.

Higher levels of investunont represents
an inercase in the wealtk eof a couatry and henco the
marginal potential rovemne will be lowered. Bat the
groving technical skill, inventories and expanding

population and labeur vill tend to reise it. Thie
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is exactly the thing that heppens in cur uader~
developed country in the initial estages of growth
where the marginal potential revenne is bigh because
of the dominatien of the last twe above mentioned
forces. But in the latter etage, the marginal
potential revenue tegins te fall as capital formation
preoceeds, which tends te counteract the inflaences

of these factors,

Bence favestnent means a growing stoek
of capital ‘ud a greater curremt cutput. Varther
there s 2 possibility to produee more goods and
services in the future. Thus an investment pregraume
vithout ignoring the possibility of internatiocnsl
trade and the availadility of rav materials asd labour,
sets the limit to the rate and type of achievable

ceapital formation.

FORMATION OF CAPITAL IN UNDER
DEVELOPED COUNTHIES.

*Reconemie development has mueh to do with
huaan cndoiusontl. social attitudes, poiitical condi-

tions and histerical asccidents. Capital is necessary

*Ragner Nurkse - Problems of Capital PFormatien in
under developed countries. -~ Oxford 19088,
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but net a sufficient condition of progress. But
capital formation means in iteelf the progress in

astion.

Hormally a socieiy does mnet always apply
the wvhele of its eurreat produeticn to the neecds of
immediste conasumption, but directs a pirt of 1t te
the saking of capital goeds like teols and instruments,
plant and equipment, machiass and transpert facilities.
411 these wvariocus foras of recal capital can greatly
ingrease the effichey of produective effort and capital
formation. Thas tho.-oscnc- of the proecess is the
diversion of & part of o.utotyfu surreatly available
resourees to the purposes of inercasiag the atoeck of
eapital goods, seo as te make pessible an expansienm

of consumable output in the future.

The firat difficulty in underdeveloped
countries is the snall volume of domestie savings
because of the low level of income. Further the
smell amount of savings is found te be used uaproductively
becauase of the insdequate financial organisations and
laek of education., Apart from all those, the main
difficulty etems from the déficient inducemeat te imvest,

due te tke poverty of the domestic market. Thus there
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is a possibdle dol‘eleuc;‘ou the demand side of the
problem of ecapital tor-;tien fa underdeveloped ecune
tries. Prom the .bovovna.lyolo it is elear that
eapital ferasation requires an aect of invesiment a»

well as capacity e savee

imong the potential domestis scurces of
espital formation in underdeveloped areas, it is
fmpoessidble to zo on without makiang distinetion
betveen "ever populated® and “"under populated® eoun~
tries, Chronie ond large sesle undereaployment iam
agrieculture is commen in the overpopulated arecas.

They suffer from large scale disguised unemployment,

Improvements in methods - sand techaiques
are extrenmely impertant, This with the change im the
erganisation weuld help to meve a large part of pepu~
lation engeged in agriculture to other produstive

purposes without reducing the agricultural ountpat,

The terns disguised unemploynent implies
teo some eoxtent a disgauised --vli. potentiacl. This is
one of the possible sources of capital formaiien in

underdeveloped countries. As it is, the unpredustive
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surplas labourers on the land are sustaised by the
productive ladourers. Thus the virtual savings ef

the productive labourers are used by the !Q’t@ﬂll‘i‘.l
sensunption. The savings can be made effective by
remeving the unpredustive ladoaresrs on land sad divertiny
thea to work om capital projects. Then the unprodue~
tive consauption of the sarplus farm population

would becoms productive consumption, The use of
disguised uaenployasnt thus feor the capiisl accuma~
lation eould be financed from within the systea itself.
All that hu&pcan is the reallecation of labour in

favour of capital censtructien.

¥hatever say be the mackinery employed,
a form of collective saving enferced by the state
nay prove to be indispensadle for the mebilization
of saving potential implicit in disguised unemployunent.
The theory of capital fermation under cenditicas eof
disguised uneaployuont rests em a statle view of

population rescureces.

On the eupply side of capital fermation
the vieiocus circle of poverty runs from the low income
level to the small capacity to save, hesce to a lack

of capital leading to lov productivity and baek teo
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lew real ineome per head. Foreigan inveatment is
necessary to bring abeut the imitial improvement ia
productivity and resl income that fis required for aeny
substantial saviang: Thus foreign inveatuent is one

‘ot the redeening ferxces that has to bde inveked en

the supply slde of capital formation in underdeveloped
scuntriess It is a necessity to bridge the tramsitiona
period, wvhem on inerease in preductivity has to de
schieved. Then a flovw of saving will result frea the
inereased real inceme.

Iadividual.v eonsumption tuncii-n are
interrelated and not independent. Dusenberry eslls
it the "demonstration effect®®, Uhere people come
fate eentaet with seperior geoods and new artieles
or=—now-apbisiee 0r new ways of moeting old wants
their kuovledge gets e¢xtended, their imaginatiosn
stizulated ,new devicos are aroused and thus the
propensity to ccusume fie shifted upvarde. Thas the
interdependence ¢f covsumers preferences, stressed
by this theory, sigaificently affects the cholece

botween consumption and savinge.

New goode, whether home-made or imperted,
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become part of the ntanderd of liviag and se bLecemo
indiespensable or at least desiradle and-ens setuslly
| deoises as the standard of living rises « The term
*standard of living®™ sheuld bLe understood te mesn,
first, standard simply ia the sehse of aspiration
acans the norm te shich one aspires or the measuring
red; secendly, standard in the senas of what a
country or a commuuity can afford on the bhasis of {te
evn productive efferts, Seame artieles of luxary
consumption may well de a part of a country’s staad-
ard of livii;. in the first but net in the second

Sense.

This attraction is a handicap fer the
late comers in economic development. It affeects not
enly voluatary personal savings but also readers it
politically more difrfeult tuv use taxation as &
measure of compuleory savings and resiste demand fer
goveranent epending on surrent ascounts The use of
petential domestiec seurces eof caéttal can be seriocusly
heanpered by the impatienc: and dissatisfseiion whiech

the demonstration effact tenda to preducs.

The eoafliet Letweoen the desire te consume
and the need te save is made more diffienlt im the

underdeveloped countrios by the interanational dise~
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parities im real income levels, which are inherent

in the asscumumlation of ecapital. Parther the small
rate of saving is not due enly te the low abselute
level of real ineceme, bunt alse te the high propensity
to scasume, cansed by the allurement of superior

forns of consumption.

Even se, inspite of the adselute inecrease
ia levels ¢f resl inecome per head im most of the under-
develeped coeuntries 4t has bezone harder rather tham
essier for Lhese ecouvniries o do any saving out eof

ftho faoreased inconmes, ae & result of the decline in
| the relative pesition im their income levels. Further

their willingaces to save has 2lso beea adversely

affected.

The interdependence of consnaption fumetions
ean significantly affeet the choico hetween consumption
and saviags. In addition the internstienal diopur{ttol
can iahibit not only veluatary private saviag dui alee
the uae of pablie fimance as one instrument of ecapital

formation.

EEREELGEL ELEE
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CHAPTER III

ALINB AND METHOD GF S5TUDY

IETRODUCTION

The Indusgrial grewth im cur counatry
will largely depeand upen the guantum of surpluses
made available in Agriculture and Agriculture ia tnri
has got to make a great leap fervard te butiress
industry. 80 the phase aand pattera of Capital
Formation in Agriculture helds the key te economie

growth im cuar country.
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A preocecapying problen facing the
A;rl&;liurci economy in India is the raising of the
Agricul taral ountpat. This indirectly stresses the
need for increasing the crepped sres siaultanecuely

eith an inercase in the capital exponditure.

*Many testis of preductivity have proved
the fmpraeticability and unprogressiveness of Indien
A.tlelitnro. but one single faector that could lead
to incrensed ylelds is the capacity of the cultivator
to invent fndividuaslly. This makes clear the

importance of capital formatiom im Agriecal tare.

It is also generally felt that capital
formation is substantisl enly in the case of large
bholdinge, but nowedays it is argued that the reote of
iavestnent per aere is incressing in Leth the ecases
of small and big eultivetors. Further, our agricultereal
seetor is highly diversified and there are many sub~
seetors like household sector, owaer cultivators,
tenanta, landlords, landless ladeurers so=operative
seetor and the goveraument seetor, Cepital formation

occurs or activities tending tovard capital formation

*Deshmukh M.B. and Bhargava M.P, = Capital formation
in Indien Agriculture - Vel, IX « Indian Journal of
Agricaltural Econemics ... Pp.119,
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take place under all these sectors, 8o it is plamned
to preject this atudy in the follewing spesifie lines:~

OBJECTIVES,

Firat, this atudy ies an attempt to gaunge
the poetential of Capital Feraation in the Agricaultaral
sector. Im aso deoiag an emphasis is coantinuocusly
maintained te orient the siundy te swaer cultivators
Sbecause it is generally felt that inm this particalar
sector alone there is a clear motivation to improve
the standards vith sn emphasies on capital formaticnm.
Hereover, it would seen that in thias secter therve
would be emough responsibility for the meed of Capital
formation than 4t wenld be in any ef the subsecters

of the agricultural econeay.

®ladan S.G. Institutional framevork and capital
formation « Indisn Journal of Agricul tural
Econemics « Jansary=March, 1068...pp.143,
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Sesond, the present stady endeavours te
measure the rate of invesiment and agricultaral capital
formaticon, because in geceral czplital accumulation
ia the acquisitien of capital stock wvhere the predus~
tiveness of sueh acguired wealth (s not elearly defimed,
Heneoe a distinction between predustive aad umproductive
investment fs nade wkieh would incidemtally illumiane
Capital Formaticn alse. Produactive invesimenti is
taken as agricultural capital formatien whieh ise
othereine the aecumulation of **"Repreducible Tangible
Wealth® ia iAgricul tare. In as wueh as this »study
aims at wmeasuriag the potentislity of agricultaral
eepital formation, for tlie pur;ese of analysis only
the preductive investaent im Agricultare is considered
Capital foraation to eneure the homogenity in the

analysis of the data collected,

*a8Paetors like seoil, ¢limate, crops, irriga-

#® Simen Kussets - Capital in the iAmerican Econoay~
i1te Formation and Finaneing, National Bureau of
Econemic Researeh, Princeton 31961 ...pp.18-18,

etsdhoctor Agarwal G.,D. Capital Formation in Agri-
culture, Indian Journal of Agricultural Economies
lareh, 1984 - Vol. X ...pp.118,
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tienal facilities, means of transport and comau=
sication, sise of cultivatiang acit,; eperating and
living expenses, fara iacome and income from other
sourees have a direet bearing on capital fermatien.
Among these the current study ains at unecevering the
fufleence of the size of helding and an attempt is
nade to distingauish the pos:ibilitiecs of eapital
fermation under irrigated end vnirrigeted culti-

vation.

For the analyosis less than five aeres of
holding e asubdivided iato five distinet class
intervale of one aere ecach and five to ten acres

as a whole is econeidered in one class intervsl.

Third, present study alee aims ot bringing
oat the iadividual influence of iacenme from fara asnd

fncome from oiher seurces om eapital formationm.

Feurth, it is alse proposed te throw seme
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light oas the patiorm of farm income and farm
espenditure with a viev to get a standardised
pieture of fncome and expenditure relative teo
sise of helding as well as in irrigated and uae

irrigated eul tivation,

And fiaally, the study alse attempts
to bring eut the inpast of size of fanily on capital

!o!-.tlnn;

SUMMING UP, TEE ORJECTIVES OF THIS
STUBPY ARE:=-

(s) To gange the potential of
eapital formation ian the
agricultaral seecteor, of
svner cultivators, under
both firrigated and un=-
irrigated categorfies.

(b)) To find sut the influence
of sise of helding on
capital formatiom.

(¢) Te find eut the iunflucace
of fnceme from feora and
inceme from other soureces
on capital formation.

(d) Te obtain a standardised
pleture of fars incone and
faras expenditare relative
to asine of helding.
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(e) To find eut the impast
of size of family eon
capital fermation.

THE METHOD

#Capital Formation is a leng process
vhieh is logically susceptible to divisien inte

three stagesi-

Firat, it is the creation ef savings
whieh are a surplue of ineome ever expenditure.
The ssurce may be fndividuals, bdusinessaen, traders,

agrical turists, ete. in different capacities.

Secondly the money savings thus generated
are converted inte funds svaileble for investment.
Thirdly the funds are spent on the acquisitioan of
capital stock which is capital formation in the

strict sense of the term used.

® Jakhade V.M, = Capital Fermation in Indian Agricaul=-
tare = A note on methods = The Indiam Jouranal eof
Agricultural Econemiecs - Vel. IX. pp.98.
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Studies are underiasken in each of the
three stages depending on the purpose. BSinece the preseat
etady coaverges mainly om the asquisition of capital
a® Reproducidle Tangible Fealth, it is propesed to
focus the study on the thizd stage. As such mither
the extent of capites]l formatien ceuld bte neasured
cithor by t‘. mepey cgpoudlturo nethed or tic produs~
tiea methad, |

Yha Produstioa ¥ethed is genvrally bdased
on Statistics of production and imporis of ecapital
govds, By this methecd copital formation oquals pre~
dustion of capital geod plus imporis ef capital geeds
uinss export of capital gesds. Ia our eeuntry the
absence of statistical dats 1o one of the mais liaiting
faeters in ap:lying sweccessfully this methed for the
study. Since the study is eorieonted toward the

individual cultivateres, tke volume of building and
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repairs of farm, eattle sheds, reclamaticn and
imprevement ot‘th- soil earried out by the culti=-
vator and bhie fanmily beiag non-menetary spheres
ot activity it was feund rather diffieult te adopt
the Preduetion method for this study. Hence money
expenditure method wvae vhosen as the toel for this
study. Information regarding expenditures of a
ceapital natare can be obtained by admimistering a
schedule, . Expenditures ineurred in lump sums ean
io‘oaollr renembered by the agriculturiste.
Inferaation on sach lﬁf:n whieh would serve the
purpose ean be oolloc;nd by adepting the momey
expenditure method for a spesifis period of one
year with a goed emount of reiiability ef the data
feraished, This will largely help complilation eof
dats regarding capital formation in the agricul taral

seeter,

Since there are many gajer itens of

capital investment the current study being almed at
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dealiag with the importanee of acquisition of
reproducible tangible wealth the eriteris feor
distinguishing farm iavestment and aon fars
investnenia vere made in the follewing ways-se
as te prepare the indices of measurement of
capital formation., The investment on the
eonstruction of residential buildinge, purchase
of consumer enpit-l goods, non=fara business
invost-cnt; purehase of bonide, shares saviage
certificates, ete., and pnich:no of gold sand
silver osruaments csn ocaly measn an inerease in
the capital aseets snd they deo mset represent

reproiuiiblo tengible vealth in agricultare.

¥ith due considerstion to the above
fastare the following items are mainly considsred

eapital investment on farm or capital ferastion fer

the purpose eof this study.
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PURCHASE ©F LARD,

Buying land leads to an inerease

ia capital assets of an imndividual ecultivater,
S0 resoureces speat im purchase of land is recke
oned as an act of investment resulting in eapital
fornations But fer ithe community as & whele the
samne may be a simple transfer of nsseta.
RECLAMATION OF LAND,

This means either recslamation of un-
cultivable land or cultivable land. Se expenditaure
tending toward thie is takea as capital formaticn,

BUBPING AND OTHER LARD IMPR0OVEMENT.

Expenditure on bunding, terrasiaug, feneing
ete,, are ineluded im this category. Thas expeaditare
whieh do not come under mainienasnce are taken as
eapital investment on land whick tend to inerease the
prodactivity,

DIGGING AKD REPAIR OF SEBLLS,

DPigging & nev well is definitely capital

formation, Further deepening and reopairs to an existing
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well is alse taken under preductive capital
sxpenditare.

DEVELOPMENT OF GTHER IRIIGATION
SQURCES?

Expenditure reported under this
sategory is really an addition to the ecapital
assel, Sueh new iavestaent forms parti ef
ecapital fermation.

LAY ING ORCHARDS AND PLANTATIONS:

Sines the expenditare invelved in tura-
ing a field nngu sz orebard or plantatien {s
.lgnillcuntl: large and returans realiced only after
sone years it sheuld cervtainly ferm part of an addities
te capital asset.

PURCHASE OF LIVESTOCK:

This is taken wader the head of capital

formation makiag sll aliovance for replacemsat costs,

PORCHASE OF CARTS, VECHICLES AND FARM
IMPLEMENTS,

The paurchase o¢f the above items 1is

econsidered under the head of ecapital fersation.
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The expenditure incurred on the construetion of
farm bouses and ecattle sheds is taken into account

as capital formatiea.

Patas were collected with the help of a
:chsdnlc ineluding 2l]l the itemns under predactive fara
lavo.tnclt; all the inceme from the farm, from other
sourees and subsidiary esccupations and incene frea
livestoek, Q;ptl‘iiltl sunnally focurred on the farm,
femily and consumption and sequisition of non-fara
ecapital stock, The sshedule wvaas pretested for

consistensy saud personally administered to the

individual farmers semplel for the study.

The Method of apironok bhas beens developed
on the fellewing eoperational definitiona.
INCOME:
The concept is divided inte two dise
tinet sepeects for the purpose of analysis, It ie

dealt under "Farm Income” and "Income from ether seureces®

*Vide Appendix I
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Faram iscome meoans the gress iancome
realised by the cultivator frem bis ovaed and ecultie
vated lanés. Income from other sources includes all
the inecene realised by the cultivator as an agricule
taral labourer from his subsidiary oceupation, the gress
income he has relised from the lands leased s and cut
and income roalised from his livesteck,

EXVENBITURES

Para Expenditure includes all the
expenditure insurred by the cultivator sn the purchase
of seed, foarm yard manure, fertilisers and peeticides
efle,, and the amesunt he pays tozard labdeur for the
eultivating eperations from pleughing te processing
en his ovned landas, It alse includes iftems like land
revenue, interest paid eon lemns, salary pild to pere

manent labour and the cost of mafintaining Mis livesteck.
OTHER EXPERDITURE:

Other expenditure includes expenditures
ineurred by the cultivator and his fazily on consumptien

and other cxtraeordinary items like marviasge, ceremeny,
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festival cio.. .nd‘tho-o insurred {a cultivating
the lands leased ia and lease charges bhe pays.
CAPITAL PORNATION,
Ia the light ef the objeectives and
certain limitations that follow, capital fermation
for the purpese of this study means reprodnaibio
tangible wealth in agricaltures As such the
atilisation on iavestument s divided inte twe bdread
heado: Agricultural and Nem-sgricul tural iavestments.
Uniey agricultnral utilisation all accumulation eof
capital sssets that eculd help to impreve the
productive efficiency of the land are considered.
The investueat on resideantiai building, their
repair, purchase of oyele, radie, ornaments and
favestuent ias Donds are considered men.agricul tural
utilisation,
LIMITATIONS OF TEE STUDY:

(1) Thie stady is limited te
Hadaural PDistrict in
Madras Statee
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(2) It is also Llimited to ene
agrienl taral year (June
1968 to July 1987) Fasli
1376,

(3) It 1» aleo limited te
heldiag sises upte ten
asres 30 as to make a focuss
and cencentration ea email
and medium beldings.

(4) No distinction of erep=
vise yield and income io
made for thke asmalysis.

(8) Cnly the owned snd enltie
vated arves of the asgrical ta-
rist by bhimself 19 referred
%o as the sizse of heldings
and this is the Y%asis for groupe~
ing the data,

(6) The study is limited only
te the completely settled
syetwvarl villagen in the
sanpled taluka, Sinece
tensnt caltivation is »
predominsting featare in
Inam and Jamin Villagea.

SANPLING.

The fast that the stady wes a oae man
project, we could not embark en a survey of sampled
viilagen and instead decided to follow a modest course
in sclecting the villeges and number of respondents

for the investigation,
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Ssdarafi Distriet, the sain area of
study aaturally gives way for two distinet division
-n- taluks irrigated by the Poriar and Vaigal systems
and comparatively drier plains. Oun this basis the
taluks is this distriect were arranged inte twe
distinct groups as irrigated arsees and anirrigated
arese., From this Periakalam was selected te represemt
the irrigzated area and Tirumangalam to vepresent tho‘

anirrigated area.

* %

Thea the villages in the irrvigated
and uairrigated sanpled areas vere listed and arremged
in a serial order, 1t was desided to chase tive
villages to repressnt the irrigated stratam and thas
the same was chosen at rendom. The percentage of net
area sown of theae five villages to the net ares sewa

in this taluk wvas calcalated end then the villages from

¥ Sce Chapter 1V for a dotnil.d description,

*¥* Name of villages and sampling pattern - Vide
Appendix II and II (a)
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the nairrigeted area were selectied at randem until ihey
represeated Lhe same porcentage to the aset area aewa ia
that tesluk, Thuse eight villages were selected to repre-

sent the unirrigated atratam.

As already indieated, vwo are conceraed
with the ewner cultivatore, a list of the ssme for beth
irrigated and.aalrrlgatod arcas vas obtained from the
village records of the respective sampled villagese.
Then the land owners in each village were first stra=
tified ilata the following sise groaps of ewserahip heldinge

and serfally numbered.

0 escesene 3
i ssesacne 2
2 seccvsse 3
3 seccccse 4
4 scecccne 8

Then a systematie sanmpling methed was

adopted to seleect the rcipondont- to be investigated.
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Thus it vae decided to interviev 92 frem the

frrigated ares and 97 frea the uajirrigated area.

MiTROD OF ANALYSIS?

Firstly all the adselute values of
oach variadle included for the stady vere coaverted
iato per assve figures by dividing them individually
by the sise ;t heldinge Thea the mean por aere valwe
vas obtained for all the variadles seperately feor
irrigated and uairrigated categories simee thie cenld

help for the purpese of cuvaparises.

Te find eut whether there 48 esay iater
relationobip or say siganificant difference betveea
favestaents of type agrieultural and ma-agricultaral,
irrigated and unirrigated forms of cultivatiea end
alse botween differcet sizes of holding, & statistical
design namely "Analyesis of Variance® or "Three Vay

Claseification™ was asdepted.
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Te deteraine the exteant of influence
ef the facters, sise of helding, per sere fara inceme,
farm expenditure, per acre income from other seunrces,
size of fanily, on agricultural and mon=agrical tural
investuent and 2lso to determime the influence between
these variatles correlation seoefficlient technique ia

saed,

Correlation is an expression of the
relationship betwean one variable and one or mere
varisbles. In another wey, it is the neasurement of
ti. degree of assceciaticn tetwesn two or mere facters.

Cerrelation may be simple are multiple.

In cerrelation analysis if the variables
are independent them ihe value of correlstion coefficient
would be mero., If there is an exact linear relationship
between the variadbles thea the value would be ¢ 1, if the
two variables inerecase or decreaze sinnltaneously end

« 1, when one variable incereases thore would be a
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serrespending desrease in the sther. But in practice
the correlstion coefficiont can be iitb-r positive
or negative vith values anywvhere deiween sere teo one.
Then the plus or miaus sigas indicate vhether the
serrelation is pesitive or negstive and the magnitude

shews the degree of correlation.,

ZEEEEEIZEEEE
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CHAPTER 1V,
AGRO ECONOMIC BACKGROUND OF MADURAX

PREYSICAL PEATURES

Geographieally the distiriet is situated
at the feot of the Vestera Ghats bdetwesen 9.30° and
10,80° of the northern latitude and 77.10' and 78.30°
of the eastern loagtitude. It has an area of 4,889

square miles. It is reunded off ia the aorth by
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Coimbatore and in the east by Tiruchirapalli ia the
south by Ramanathapuram bordering on Kerala State,
with the latter extending its westeran borders, to form

the western boundary with Ceimbatore.

Oa the bdasis of the physiegraphie
esharacterintice, Madurai can bde divided inte five
broad matural divisions. The Falasni Rills with its
neighbourhood in the east constitute a hilly etreteh,
Similarly Thirumangslam taluk in the seuth is a level
plain of lack cotton soil with saall granite hills
and with & 1ittle vegetation, it is widely differeant

frem other regions.

The ether remaining parts of the diste

riet can be grouped inte three natural divisions.

(a) The level tracts of Nilakettai
and Madurai taluks and seuthern
part of Melur taluk irrigated
by the FPeriyar system.



(») Cemparatively drier plaine
eof red seil simfilar to the
adjoining Ceimdbatore district
and stretehing aerees the
northera parts of lelur,
Pslani and Dindigul taluks.

{(e¢) The Cumbum valley im Periya-
kulam taluk with ite thiek
vegetation and watored by
the persanial streames frem
the great hills on the west,

Madurai Piastriet hes a tetal aereage
of 33,180,048 asres, The different uses to whieh

the area has bheen put are detailed as under,

*TABLE 1.
CLASSIFICATION OF THE AREA
=_'08)
Deseriptien Arvea ia acres ;fio Total
I Forests 3,83,089 18.3
%1 Barrem and une
eal tivable laands 2,23,400 T.2
I13 Land put to non-
agrisultural uses 23,485,792 7.9
IV Cultiveable ¥Waste 97,0018 3.1

V Permanent pastures
and other grasing
lands 2,904,540 0.4

Contdeces
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Vil

Vil

Lands under sther
Misecellaneous

ereps and flevers
not fncluded in the
net area sewn

Carreant fallows
Gther fallew lands

Het ares sewn

62,079
2,083,888
1,884,738

13,931,484

31,160,045

23

44.60

* A shert note on Agriculture im Madurai Distriect.
1888 -~ Prepared by the Cellecteorate, Madurai.

801IL.

There are mainly two major groups of

seils in the district namely the bdlack and the red

variety; Over 88 per ceant of the area im this distriet

are red ferrugineus soil, and blask soil er regonm is

found in Thirumangalam Taluk and in some parts of

Periakulan and Palani Taluke.
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TABLE II

PERCENTAGE DISTRIBUTION OF SOILS IN MADURAI DISTRICT#*

Taluk Black seoil Red seil
Palani 8.5 93.5
Dindigul 2.8 97.2
Nilakottai 6.4 : 93.6
Melur 0.4 99.6
Periyakulam . ’ 9.0 91.0
Thirumangalam 60,8 | 34.2
Madurai 17.4 82,0

* Digstrict Census Hand Book = Madurai 1961 - Vel, I
Goevernment of India

FProm the above table it is evident that
the red soil dominates all the taluks except Thiruman-
galam where the black cotton soil predominates with a

little over 60%,

CLIMATE AND RAINFALL

There are four distinet seasons whieh are
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noticed in this distriet. They aret-

Xe¢ The dry season which
extends frem January
to» Marech,

Il Yhe het season from
April te May.

Iil1. The seuth-west manseon
peried; and

iVe The Nerth-REast mansesn
peried,

Naturally the rainfall during the dry
seasen is found te vary frem $2 M.lMe. at Palani o 1064.3
Mels. at Kedalikanal., Further Febraary and Mareh are
generally the driest months of the year.

, :

The rainfsall during the South-weast manmsoon
period is often heavy in the casterm and ssuthera taluks.
There is o eonsideradle variatiem in raiafall during this
perieod of the season. In Cumbdum valley and Palami the
lovest amcunt of rainfell is experienced. Kedaikanal

experiences the heaviest rainfall during this season.
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The distriet records the saximan rainfall ean the eve

of retreat of tio BERSOOR.

On the basis of the raiunfall the
distriet can be divided inte thres distimet rasinfall

regionsit=

I« Hilly regione of entire
Kedaiksnal Taluk.

1IXs The sastera region son=-
sisting of Thirumangalas,
Nilakettai, Madurei and
Meluar Taluk and the esstern
part of Diadigul Talsek
and :

111, the Kambdum region with
Palani taluk zad weatera
part of Disdigul taluk
and Periyskulam taluk,

In the billy rezions the rainfall is
unifermly diastridbuted and the maximam rainfall eccurs
duzing the months of Oetober aud November. The on-tnil
region receives the maximum rwainfall duriag the retrest=-
ing peried of the manseoon and a consideradle ameunt eof

rainfall during south-west monsocons, The mest conepi-
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euons featare of the Cumdum~Palani region is the leow

amount of rainfall dering southe=west mansocens.

The average rainfall ef the district
excluding Kedaikanal is 38.,72", About mere thaa ene
feurth of th;'total rainfall is regietered during
southevest nrnscon (fi.e.) from June to Septemder, and
about half during the woaihs of Octeber and December,
the peried oi the morth~east nanscom, October and
November are the wettest montha of the year and the
driest arc January, February and Nareh, The distriect
does not elways get the full benefit of the mansoens
and the distribution veries in the differeat parts of

the distriect,

AGRICULTURE AND ANIMAL
HUNBANDRY,

The agricultural practices of this

alcitict do not Aiffer greatly from those of the ether
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parts of 80-£holn Indis. Most of the arable lands
are dry. MNannmuring is done before pleunghing and
soving or transplanting as the case may be. Lecsl
manaures are cattle dung, green leaves, tank silt,
sompost, cattle and sheep penning and eil cakes.

The use of chemical] fertilisers sauach as asmmenium
sulphate end super phesphate have greatly increased

in quantity for masuring paddy and sugarecane.

Even with the prevalence of fortile
soils of the alluvial type in scattared aress like
Nilakottei, ﬁclut,'laduril and to a certain extent
in Cumbam valley, agriculture in this distriet
ia found te be sericnsly bhardicapped due te the
presence of numerous hille. U4t of a total geogra-
phical area of 5.13.,046 acres, only 13,901,464 acres
are being soewn, This net area sown forms only 44.0
per cent of the total aereage of this distriet,

But in conseguence with the provisions ef firrigatioen
end reclamation ¢f woste and fallow lunds, agriculture

in thie district has made soeme progress.



8 .No, CRGPS. Area in aceres Area in acres Difference
1964-'06. 1983-"64.

I. BRiee 3,81,841 3,690,071 e 11,870
 § 8 Cholan 78,829 78,180 * 6,373
} 9 § N Canba 8,681 8,800 + 8,418
IVe Ragi 88,018 28,417 ® 401
Ye Groundnut 28,679 18,708 + 6,804
vi. Sugarcane 14,083 10,168 * 4,487
VIi, Cotton 82,801 37,431 - 5,800

® Source: Seasonmeal

and Crops Report of the Madurai District Statistiecal Officer's O0ffice.
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Paddy 4is rajeed over an exteat of
9,72,880 acres in ihias distriets. It is net enly
the otaploiprodlit of this region but alse the prim-
cipal feod of the people. Madural, Melur, Nila-
kettanl, Periyakalam and Tirumangalam Taluke are fousd
te have the most favourable conditiens feor the culti-
vatisn of paddy and these taluks sceocuat for over
84 ner cent of the tetal ares uader paddy in ihis

diatries,

Normally paddy is reaised in twve erops;
a shert teru crop aud a long term orep. The feormer
is btegun in June axd is called "Kedai®™ while the latiter

15 begun in Septemder and ia usnally knoewn as "Kalam®.

MILLYETS,.
The seil corditions are found te be bhest

saited for the caltivation of millets. These ereps
are found teo account for s considerable portion of the
total eropped area of this district, Dicdigal, Periya-

kualam and Palani taluks are the most important areas



JABLE 1V .
AREA UNDER PRINCIPAL CROPS WITH IRRIGATION PACILITIES WITH SOURCES

(1968 -
Periyar and Une

8 eNo. CROPS Vaigai Projests Tanks ¥ells 4irrigated TOTAL
1. Paddy 1,719,000 1,34,000 88,300 2,080 3,738,880
11, Cholan 410 a}aoo 68,300 8,81,000 2,903,000
IlX, Cunmbdu see 1,000 3,070 33,130 87,800
IV, Ragi ose 18,130 16,3150 6,880 34,700
| 8 Sugarcane 9,000 1,080 1,308 oo 11,388
Vi, Groundaut voo 700 4,800 2,830,800 8,36,000
vii. Cotton seo oo ces 5,051,021 1,021,621

TOTALe 1,88,410 1,893,880 1,80,288 8,985,131

Source: Reports « Bhort Note on Agriculture in Madurai District 1988 « Prepared by the

Collectorate, Madurai.

19
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of the millet eoultivation. Thus the three talaks

have the maximum asc¢reage under these erops.

IRRIGATION.

With seanty rainfall, Madurai has all
along felt the need for proper frrigation faeilities.
Farther there are no perennial rivers of any importance

that can afferd a good irrigation faeility.

Excepting the Periyar system the bdest
irrigation soureces are the Vaigal and its tributaries,
the Suruli and Varahanadhi. Bat these can enly be
regarded as equal to the second dest irrigation souree

in the Tirunelveli and Ceimbatore Districts.

The Periyar aystem takes its souree at
the head of the Cumdum valley. A few miles acress the

border between Madurai District and Kerala territery,
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at the head of Cumbum valley the Periyar river russ
into the Kerala territory, through the Westera Ghats

tovards Coschin.

The ayacat of the system asiwhole is
divided into three partst The Cumbum v.llcf and the
single and doubdle srep areas of the delta. The first
of these lies clese te the Periyar lake though at a
mnueh lower level arnd is irrigated dy means of a systeam
of ulnnuni. ;lt tanks vhieh exieted are fed direetly -
by the river dowa through which the Periyar water now
flows inte the Madurai District. The delta is the
nsame given to the ares frrigated below the dam at
Peranal dam where the periyer water is drawn frem the
river tou:.ln canal. The positien mear te the Peranai
dam is ecalled the doudle ersp area and it receives the
Periyar water olritcr and for o loanger period tham the
single crop area, froem which it is divided by a set of
sluice gates aeross the main canal at Kallanehi.

The eatinmated extent of area irrigated at preseat dy
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the periyar system is adout 1,466,000 acres.

Besides the Periyar system snether
projeat in the dinstrict ocalled Berijam project has
been ongaging the attentien of the Gevernment. This
aect ¢nly assares coentimucus sapply te Periyar
schene ayasut but alse irrigates an addiiticnal extent
of 18,400 acros of Madurei sleone. BRamsnathapurams
alse enjoys the bemefits of this sk schemo to o 1ittle

extent,

In additien to these two major projects
the distriect is benefited from other schemes also.
Most of them are ancient works, but have been of use
till thie day. Mention must be made of thao Chittanmai
dan aeress Vaigai and the Nilayur chamnnel that takes
of{ frem it, the Ayyampatti ayascut screoss Palar, the
 Kotten dam seross Vif:iat and the Athur dam across

Kodavanar,
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O@ther tham rivers, the chief sources
of frrigatieon in this district arc“iunkn. wells and
s few spring channels. Especially in Meler and
Piandigul taluk, there is a very large aumber of small
tanke, though many eof them are extremely small and
rainfed, under whieh the rysts struggle, with success

propertionate to their iadustry teo raise wet erops,

As shown belew, sources of firrigatien
with less thau 850 acres ayscut asccount for 4/8 of the

: of
total mumber sources in the district.

®SUURCES HAVING AYACUT. TANKS , OTHERS .
I. Under 80 geres 1,838 897
II. 80 asres and mere 3,103 144

® A short note on Agriculture in Maduraji « 1966 -
Propared by the Collectorate, Madurai.

The capaeity of scurces shown against

iten one is amall because they have to be filled several
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times beforse the erops raised under theom are brought

to matarity.

TARKS.

Taaks are a useful souree of irrigation
in this regien. There are over 2,800 tanks in thie
district,. 0f these 488 have ayacut extending ever
160 asres. ?Ic.. tanke are fed smostly by irregular
streans. There are alse a few rainfed tankes. The
total met area irrigated under tanks in this distriet

is 1,84,458 acres.

YELLS.

This is one of the districts vhere well
irrigation l-lﬁu greatly prevalent. The Dindigul taluk
ceontaine by far the greatest numnder of wells, bat ina
Palani telauk, though the number of wells is smaller,

the welle themselves are mish bigger than these in the
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CLASSIFICATION OF THE SOUKCE OF IRRIGATIONK AND THE

BOERERR

Ares im Areca in
S0URCE Aeres Aores DIFPERENCE
1064-"68 1083-~-'64
A) GANALS
I, Goverameat 1,71,73¢ 1,603,848 o« 7.886
11. Private see ee® es e
B) JANES
1. Goverament 1,20,601 1,160,388 + 13,243
I, Private 941 903 an
TOTAL $,30,048 §,17,801 <+ 13,201
C) JUBE WELLS
1. Government 440 433 o : §
11, Private see see se s
TOTAL 440 433 o 7
P) ORDINARY ¥ELLS
SOLE_IRRIGATION.
1. Government 86 82 4
11, Private 1,865,918 1,49,933 + 15,988
TOTAL 1,685,074 1,490,988 <+ 15,080
B) QIUER SOURGLS:
I. Goveranent 8,833 $,333 » 800
IXI. Private 218 212 o [ ]
TOTAL 6,081 6,048 o 808
JOTAL AREA IRRIGATEDS 4,794,742 4,317,072 + 37,009

L Source: Seasom & Creps Report Fasli 1374.
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othey taluks and aqnlon‘ a larger exteat of land.
Well irrigation is found te be the most 1np.rt.it
in Dindigul, Palani and Thirumsngalam Teluks. Ia
every taluk except Madurai end MNelur garden culti-
vation carried on with the aid of wells is a striking
lootnr;. ¥ith many wells, three erops are growa in
a year and their variety is tobacecs, cotieon, paddy
and sugarcane and their comparativek yield is alse
found to be higher. The wells in Mdlur taluk are
found te be ;rlnctpclly in vet lands and supplement
precarious sources of irrigaticn. Over 36% of the net
area irrigated somes under well irrigation in this

distriet.

Apart from thc;o there arc a few apring
chanunels that frrigate over 8000 aeres in this
distriet. The propertions eof gross ares irrigated ie
higher than the preportion of net ares frrigated to
net area sown. In per centage the former is 21 while

the latter is only 36.80 im the distriet, This is due
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to the extensive asreage that receive irrigatien
Rnnilttip- for the secend erop. Further it can also
be attriduted te the completion of Vaigali Preject.
The asresge irrigated more than ence toatals te
1,831,170, Thus it is evident that the extemsioen

of irrigetions]l faeilities through pr‘jocto has
esnsideradly improeved the pesition of agricalture

in thies Pistrict.

THE FIVE YEAR PLANS AND
AGHRICULTURAL DEVELOPMENT
IN THE DPISTRICTY.

The econemy of Maduraei district has
developed greatly as a coenseguence of the three
five year plans, The dependence on agriculture eof
the people for their livelihood has dvindled threungh
the plane, although agricul ture ;.ltlIQOI te be the \
main stay of the people in the distriect., The plans

particularly the Second Plan simed at starting new

industries in various raral ceatres. But by the by
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agriculture alse received y good trestment im the

plans.

There bas deen evidence of incrcase
ia the area under cultivation of differeat erope daring
the dooadﬁ. The net sown area has gome up frem 1,208,201
-;to. in 1950=51 te 13,71,342 ascres in 1065-68%, ¢
S$imilerly area under paddy cultivation has alse gene
up from 8.1‘,33‘ aeres in 1980-°031 to 3,72,880 acres
ia 1980-'66%, The same trend can also be aoticed im
the ecase of all the ether crope and especially in case
of prineipal ereps.

IRRIGATIOR

The tetal area under irrigation in the
distriet has inercased from ¢,31,600 acres in 1950-°51
te 4,42,083 acres in 1955-'88 and te 4,94,404 aeres in

1960-'81.,*% The Vaigai reservoir is an impertant prejest

® A pamphlet on achievements in Madurai Distriet -
During the Pirsi, Second and Third Five Year
Plan Peried = 1066 ~ Report prepared by the
Collectorato, Madurei.
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of the plans. A sum of 83.41 lakhs of rupees
sud k5,174 lakhs has beeon spent during the First
and Second Plans ean this preject. The streage
eapasity of the preject is 68,000 lakh subdie

fﬁ“i

Irrigetional facilities have been
proevided by this projeect ie Thiremangalam snd MNelur
taluka. A l?i niln long canal has boen comstracted
in Thiramangalam taluk to Bring 10000 aeres of lend
laéov eultivation. During 19809-'60, 11,884 acres
were dirrigated. Sinee July 1980, a tetal areas of
10,384 acres received irrigational faeilitice by the
Thirumangalan canal. Parther by lowering the watere-
shed of Periyar resorveir at a eost of 230 lakhs of

rupees 4,000 aeres of additienal land have been

bonefited,

Towardis miner irrigatien works, a sua

of 12,8,30 lakhe was spent during the last 10 years.



ZRODUCTION OF DIFFERENT CROPS FROM 1980~'83%.
EZRODUCTION IN TONNES

SeNoo CROPS, "'o."o l'l.—“. 1060-81. 1“.."0
1. Rice 2,390,880 2,17,8%0  2,82,860 2,387,880
111, Cambu 9,180 17,100 10,880 8,683
IV. Bagi 16,740 21,330 20,920 14,100
V. Groundast $3,000 ". 080 ‘. t'...‘ .‘.‘.'
Vi, Sugareane 2,985,900 2,786,470 4,321,800 4,114,720
vil. Cotton (id bales) 30,200 44040 44,040 07,088

Source: 19631 Census velume and the Seassen and Crops Report eof the Cffice of the

Statistical O0fifcor,

oL



The nambder of miner wverks senstructed was 188.
An ayacat of 32,980 aeres were breught uander
pleugh threugh it and the additionsl inerease

in production was alse effeeted.

EECLCELTEcls

73
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 CHAPYRR ¥

Amanrsis ( A )

Xt is & prastically sccepted ’icnnnann that
saly when there is & surplus, there ia s elear indica-
tien and metive for investment onm sapital fermation.

Bere we fecl the impertance of incens as & main (adisater
of the eurplus that ceuld scerue. DBat ve cannet sempute

the aneunti of peasidle nnrpinc with fncome aleaes.
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Se here we have to consider the amcunt iavelved ia
expenditure head. Thus income and expenditure become
/tho nost important thing® te designate the snount of
sarplus that could be available. Se it is declded to
analyse the pattera Of.!lﬁﬂl' and expenditure in farm~

ing the irrigated and unirrigated arsas.

Farther a substantial irnereace ia incone
ean be atiriduted to intemsified ecultivation and alse
te the incresased area of land cultivated, so is the
case of expenditure, an inerease in it c¢an be attribmted
te the intensive methods ¢f cultivation adopted. Bug,
geserally, tho expenditare is to decrease as the area
of laud cultivated imeresses, vhiel could bominnult of

the seccraing sf sconemnies ef large scale speration.

“Purther the tetal amnunal inceme consti~
tutes the income frem farm and the income received frem

the subsidiary ocempaticn, as : payment received in

% Bee Comcopts used = Chapter IlI for a clearer definition.
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funetioning as agricultarsl ladbeurer, asnd slse frea

the land lensed inm or cut.

Apart from all the abeve said facters,
the alse of fanily has alse o ;ro.tir role t2 T2 play:
fs influeneing the patters of inceme aand expeadiiure.

POKM OF ANALYSIS

‘The method adopted for msasaring the influ-
ence of sise of helding on inceme from fara and expeandi=-
tarc o8 farm is as fellews:e Initislly am analysis of
helding ;iso vise per aere imcome and expenditare distri-
bution is glven to establish a gross relationship and
as a "prieri” ecase. Sabseguently the r;-ult- of gorre-

lation coefficients are alse verked out to estabiish the

relationship.

A tabulasr sunmary of the influonces of the
different variables is givea belew for irrigated and

unirrigated cultivation.
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JBRIGATERPR:
Sine of Incosme frem Expenditare
Eaze. ... o2 laEm
S8ise of holding see mild negative mild negative
relastion relation
Income from farm see see mild pesitive
relation
NI BRBIGATE P
Sise of holding see mild pesitive mild iognttvo
relatien relation
Income from farm ece ees positive
relation

INCOME FRON FARM,
In table VII the freguemey dictribution eof
per acre inceme for irrigated and unirrigated caltivation
is arranged ascordiag te the sises of helding. ¥ith a
general leok of the tabdle it is evident that frrigated
eultivation fs g.ro prefitable than =mirrigated eultivatton’
Becsuse we find that im all the eise groups under irri-
gated cultivation there is evidentslly very high potea=

tial for higher per ascre inceme tham unirrigated culti-

vation.



Size of IRRIGATED UNIBRIGATED
holding
in acrea Eean size Mean size

of fara Inecone ef famm Income

B2y T

=1 + 7080 3,407 «8703 271.68
1=2 1.4700 2,788 1.6268 348.30
2«3 S.4344 2,047 2.0819 435,38
=4 3.6080 2,783 3.7004 304,13
=5 4,6080 2,880 4.,4488 296.13
5-30 8,1620 2,702 7.5023 388,13

Sigse of EBRIGATED UNIRRIGATED
holding
in aeres Mean size Ezxpendi~ Mean size Expen~-
of fara tare of farm diture
—t . LTy
0=1 « 7080 1,540 «8763 192.00
f=2 1.4700 1,322 1.6288 315.88
2-3 2.4144 1,254 2.6619 187.48
d=4 3.68850 1,863 3.7004 289.78
4= 4.,0080 1,18¢ 4.4488 168.78
8=-10 8.1620 1,302 7.8023 203.77

Graph: § and 3.
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Sise of /Sizse of

heoldian family 0=3 48 8-7 8 & above
0=-2 3113,80 310R,47 2004.78 2077.4
(s) (30) (9) (o)
2-4 ¥il 2608.82 2974.57 3028.33
(11) (7) {9)
4 & adbeove Nil 3310,00 2780,80 2691.83

(1) (gy (o)

JABLE X
BRI RBIGATED.
Sise of /8ize of
heldiang/ family 0=3 4=8 6~-7 8 & above
0=2 280,40 380,93 2853.88 310.43
(10) (14) (8) )
24 634,00 364.23 322,00 832,00
(4) (21) (s) (7)
4 & above Nil 386,88 353,30 301,00
(8) (10) (3)

Figares in bracket represent the number of mas obsere
vations in each greoup.
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‘ Parther looking at the table imdividaually
for irrigated and lllrt"i‘.‘ caltivation, we find o
basis for comparison ef the per asre farm incone to the
inerease in sise of helding. Umder irrigated cultivation
we find the per acre farm Ancome is as high as 3,407
- rupees; frem thare as the size of helding increases we
find a dct;ui#._tranﬁ deelining in the per aere inceme

theugh it is fluctuating.

But fu the case of uairrigated ecultivation
the per aore form income gees on ineressing till 2-3
sere lovel where it 3 438.38 rupees/acre vhere frem it
falle end again ineresses at the & to 10 acre level,
But the imorease at the $=10 aere lovel <-is net soumeone
surate wilh the 8«3 aere level. Bu it looks that the

oultivaters in the 2 ¢o 3 aere sise greup aro ia an
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advantagecns pesition im getting the nazimum por ascre
incone unlike in the came of ivrigated cultivation where
the ecultivators in the one aere level are bettor off

is getting the maximum per sere inecone,

The »esrult of the correlaticons theagh
aot statistically sigaificant, have shown us the trend
which we have watehed in !¢ tableVIl. As we have sees
& negative trend of per acre incone decreasing with
the incresse in the sise of holding ian irrigated culti-
vation, the correlations figure elso shevs & mild nege~
tive tread §¢tvoon sizme of holding and per acre incemes

which 15.1049 for irrigated esltivation.

Ia the case of anirrigoted cull;v.tlou
we have seeh a mild iacressing tendensy whieh is alse

represented by the correlation figure bdeing pesitive
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«0488,, which can de statistically explained as sere
esorrelation, Even this positive tendeney we counld

see im * ¢ table Vil where the per acre fara income is
271.68 tnpfoo at 0=1 acve level and it is 388.13 rupees
at 8=10 asre level, Theugh it is foumd te be £ fluetan-
ting, ins nemne of the aise greups it has teuched or

jon below the level at one aere whiech is asgaila the
lovest por sere fara ianceome under daifrrigated cultive«

tien.

S0 we can safely eonclude that thers is
bigher per acre income ia irrigated cultivation snd ia
the '
that at one aers leovel it fs the highest and mere
advantagesus,
FARM EX"ENDITURE.
Table VIII gives a eomparative pictare of

the per acre farming exzpenditure between irrigated eand
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unirrigated enltivation, in relation to the sise

of heoelding.

In irrigated inltlvnttau, we sce a conti-
aneus decrsase in the per asre ferm expenditare, till
48 scre level snd thers is an ineresse ia the B5-10
acre level which agaia is not adove the per acre expen=
ditare invelved in the ome aere level. 8o here we conld
definitely sight an example for the advantages of tio
large setale ecultivation, that the per aere farm expendi-
ture decreascs with the iancrease ia the siss of helding

eul tivated.

The same is the tread that eam be observed
from the unirrigated emltivation farm expenditure figures.
Here the movement fs a bdit erratie and the figures are

found te be alterasatively inercasing and deereasing.
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PER ACRE EXPENDITURE BY S1ZE OF HOLDING AND SIZB OF

FAMILY o
JABLE X]
IRRIGATED
Sizse of /Sine of
Holdin fanily 0-3 =8 6~7 '8 & abeve
C=2 1449,00 1223,97 1318.11 2071,.80
(9) (30) (9) (9)
=4 ' Ril 1285.48 131332.88 1184.22
(12) (7) (9)
4 & adove ¥i1 15908,00 1262,.00 1204.00

(1) {8, $o

ZABLE X1
UNIRRIGATER.
Size o:/IStto of
lieldin fanily 0=3 4= 6=7 8 & above
0= - 221,90 216,78 100,88 488,087
4 (10) (14) (s) (1)
2=4 183,00 223.80 241,80 268,57
(4) (23) (s) (7)

4 & above Nl ll%$ll 137.80 167.00
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Here, frem the correlation figaures, theough
aot ab statistically siguificant, we are ta eall on them
to prove the argument thutlpcr asre farm expenditure
deecreoases with an inoreass in the eisme of holding
eultivated; becanse the corralat#ou figures alseo
show the same tremd is irrigated and unirrigated oulti-
vatien, For irrigated enltivation the correlation fs
«=0838 and for unirrigated cultivation it fe ~.1382,

From the above we can conclude, perhaps the whoele hearted
adeption of impreved farming praetices, may really help

te prove the argument with significant result,

Farther tables XI aad XII give & clue to
the faet that the sine of family has alee some influemee

on the expenditure on farn; because here we get the

quaestion of family labour,
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Definfitely with an ineresse in the sisze
of family and if the concentration of members is alse
dirested tovards ibsir i.n: the size eof expenditure
on farm will register a deeresse. 1hr: ;itloa ¥ and

Xllgive a = ivi-: ddea of the above said fastor.

From the abeve tablcs we conld watch &
deereasing tendeney ia the per asre espondltirv, with
an inerease in the sise of fanily in the same size
groups rnapeo;tvuly in irrigeted cultivation (vitd an
exception of 0«2 sins gremp in the case of 8 and abdove

members in irrigated sultivatien)

But in the case of uuirrigated cultivation,
ve coxld not observe a regular tesmdensy, the aevement
is a dit erratic. 1In the 0«2 aeres level the expenditare
is found te decrcaveo upto 6~7T member family and aboeve
that there ie a sudden fucresse. In the case of 2«4
acre level the expenditure is iscreasing with an inerease

in the asize of fomily. In the case of 4 and above seres
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of helding the expenditure pattern shows a deereasing

tread, though net sountimucusly decreasing.

FARM INCOMB AND FARM EXPENDITURE

A study of the correlation figures eof
fars income and faram expenditure proves that with an
inecrease in the amoant expended en ferm there is an

inerease in the inceme realised.

In the case of irrigated cultiivation the
sorrelation figure is 1871 and for unirrigated culti-
vation it is 3020,

It can be observed frem the correlation
soefficient for irrigated cultivation;, There exists
a positive reletion between per scre farm iveceme and
expenditure « Sinee the correlation ceefficicat is net
subatantiel, we may sssume the smount of facrease ia
income im mot preportiomal te the emeunt eof inerease
in expenditure but there is a positive tendemcy for
the income to inerease in smasll preoperticons. The same
is supperted by the pesitive cerrelation for the
a-itrﬁgntcd caltivation.
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INCOME FROM OTHER SOURCES

2h¢ table, X111l gives an idea of the per
scre inceme from other sourees that acorne st different
sises of holding. It §£s evident from the figures of
frrigated and anirrigated cal tivatica, that the per aecre
ineone from other ssurces is continuously desreasing
till 4-8 aere holding and thkere is a small fincresse
st the 3«10 asre level.

Further the per aere income frem other
souvess is phenomenally high at the one acrs level.
Thies =may be dae teo the smallness of the fara and saturally
the ecultivator resertis to ether scurces to increase his
- ineome potential. But tbe decrease in per aere incenes
frem other scurces with an inerease ia the sise of
lqldil; cultivated suggestis that the eultivater ie
more sccupied with the cultivation of his ova land as

the sine of the cultivated arca by bLim fincreases.

Further frem the tablesXV sud XVI ve ecould
alse see the influence of sise of fanily em the il.lﬂ;
from other sources. DBecause Lif there are wore members
ia a fanily and mere thas they ge and engage io empley=-
ment sutside, there is a goneral increase in the total

snnusl income of the family.,
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PER ACBE INCOME FROM OTHER SOURCES ACCORDING TO SIZE
SF _BOLPIKG .

JABLE X111

Size of

Helding IBRIGATED UNIRRIGATED
ol 4478 1167.83
1=8 2111 728,08
2-3 1813 301,48
34 1614 346.88
4-5 409 . 162,13
8-10 027 194,77

Size of

Holding IRRIGATED UNIRRIGATED
0=1 76882 1439,21
1=2 4877 1073.38
2-3 4760 736.88
=4 4267 081,02

[ T 4 3289 357.28

=10 . 3629 683,08
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PER ACRE INCOME FROM OTHER SOURCES BY SI1ZE OF HOLDING

AND _SIZE OF FPAMILY,
JABLE XVq
ABRIGATED
Sise of /8ine of
iteldia fanily 0-3 4=8 67 8 & above
Cu® 1716,87 23043.87 7T01.77 54806.11
(8) (30) (9) (s)
2-4 Nl $14.38 2187.43 2068,.58
(11) (1) (o)
4 & adove Ril 118,00 417,00 2401,.80
(2) (2) ()
TABLE XVI.
UNIRRIGATED
Size of /Sisze of
Holding/ femily C=3 4=8 0=7 8§ & adove
0=2 831,40 616,38 708,76 1915.08
(10) (14) (s) (7)
2-4 140,80 $14.71 422.20 400G,00
(4) (23) (8) (7)
4 & above Kil 130.78 200,40 260,87

(8) (20) (3)
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ﬁan&m
Frem the tadles vwe can c¢learly find »

gelationship betveen the income from othey seurses

sad the eize of fanily. Undisputadly the inceme frea
sther sources im irrigated and as well unirrigated
enltivation ineresses wviih an imeroase in the sise of
fanily. This coen be seem by ebserving the data,sise
of helding wise ian paralleil linecs. Thes we find

an ipercase in the income from other sources in each
size of holdiag vith an inerecse in the size of family.

The inersase is centimaous.

But on the other hend as already described,
the income from ether sources dees not increase, if the
data is bdeen olserved ia vertiecal liae, by keeoplag sise
of family censtant and increasing the sise of heldinge
In that case ve see o definite decrecse in the income
from other sourees, when the sizse of holding desreases.
The same is the cnse = for familien beth iz irzigated

and uairrigated cul tivetion,

The ssme result can be exeaplified by the
sorrelation figures bdetween sise of holding and inceme
from other sources. They are as 231 fellowsi~ «,2830

for irrigated cultivation and «,8008 for unirrigated



JABLE XVIX

JRRIGATED
Sise of Peor acre $ of loan $ repaynent % repayment
Heolding tetal LoAN tetal REPATHENT te teotal to Leas

inoome income income

0=1 7882 2108.4 2671 667.2 345 R
te2 4877 1338.8 47-3% 480,83 9-849 35 1
2-3 4760 1321.0 27-1¢ 19,0 (300 4o 8¢
3~4 4267 1033.9 - 23 276.6 649y 2L 30
4=8 ET1 ) 1186,.8 3550 496,.8 152l 42 91,
8=10 2629 684,.8 17-22 100.4 3015 175t

UNIRRIGATED

JABLE XVIIY
0=1 14886,21 258,60 IR Ealt 78,00 ce83 2810
1=82 1073,.38 204.4 33-9¢ 69,80 ¢ 19-01
23 736,88 832,17 3rss 42,00 - 699 L)
=4 651,03 280,0 3513 84,00 g 291 2358
4=8 387.80 136.0 3301 11,80 3-220 8-A6
B=10 083,00 201.8 2948 61,40 8:9% 3052,

€6
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csultivation respectively. Thus there is a atreang
1inear negative treand im beth the cases of irrigated
and nairrigated cultivation., So it can bde concluded
that there is & clear tendency feor the inceme frem
other sources to deeresse with am increase fa the

saltivated size of holding.

SIZE OF LCAK AND REPAYMENT

The tablews, XVII and XVIII give a gross idea
ef the magnitade of loam and the repayment with in the
size groups fer irrigzated and uwairrigated cultivation.
It is oven a previcusly knowan faet that under car condi-
tions of agricultural practices, the loans 2zs form an
izpertant propertion. ¥From the above tables we can
c¢learly get an idea of the per acrs loan and repayment
per sere at ecach size greup seperately for frrigated

aad unirrigated cultivation,

Frem the tables we arve 2?279 able to ebserve
& salient treand in the magnitude of loan im relation
te sise of holding for deoth irrigated and unirrigsted
sultivation. As the eize of holding increascs, the amomat

th
of loan goes on decreasfng continuously ln':uac of irrigated
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esltivation and but for the $-10 group in unirrigated

eultivation the tto:d is found to be the aame.

Further we find that the magnitade of lean
is comparatively high in the case of agriculturistis in
the irrigated area. That may be desause of the assured
source of income by the eanmals, they resort te higger
borrevings. Ve also watch a deereasing teadeney in re-
paymeat;, the amounat of repaymnent is high in lower cases
vhieh ecan be explained as-that the ocultivatore ian the '
lever sixze groups may be ressrting te reenrriang loaas
froem the anthorised fimancing insetitations ags they have
te p-;-tt svery ten months and will be repeating it
agafn.

The tables, XIX and XX are giving a gemeral
idea of the sise of family and the magnitade of leans.
Thoagh wve can't drav a definite conclusion frem the
above tables, ve definitely could note seme tremds and
bases for en argument on them. We could definitely find
& trend that the sise of loan increases with an increase
in the size of family, if we observe the table keeping
the size of holding eonstont, On the other hand 1f the
table is observed vertically keeping the size of fanily

constant then we see that the smount of lcun“}oln; (3]



Size of /Sine of §=3 4«8 8-7 8 & adbove
Heldin fenily Lesn Bepay~ Loan Repay~ Loan Repay~ Leaa Repay=

mnent ment ment nent,
O=g 070,03 430,28 1874,80 B77.78 1500,00 481,33 1780,00 31,11
(8) {30) (9) . (9)
Sed Nl 924,00 362,18 1434.71 BO2.71 768,11 308,00
(11) (7) (9)
4 & adove Nil 0 789,00 480,00 087,50 190,07
(1) (2) (o)
S NIBRISAIED, TABLE XX
15
Ol 126,70 0 248,28 64.78 278,80 20,28 0874.87 263.14
(10) (14) (8) (1)
2ed 91,080 20,76 184.60 22,48 189,00 07,60 300,00 7T6.43
() (21) (8) (7
4 & adove K11 197,63 34,88 162,90 82,60 364.87 30,00
(8) (10) (3)

96
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decreasing. Thus we find a triangular inter-relation

betwesn family, farm amd the loan.

CORCLUSIONS,

Frem the adove anslysis we find the follew=

ing feets te be concludedi~

I« inereasing in the per sore incemes frem
farms is mot prepertions] ts the imerecee in the sise
& of bholding; in faet there i3 a mild negative relation
in irrigated ?ultivoti.- tli the same is mildly pesitive

in the case of unirrigated cultivation.

Il The fars espenditure decreases with
an inerease in the sise of holdfag whieh may de atiri-
bated Lo the existence eof oeousn?e- of large scale
eperation. But the variation is fouad to ke very mild
both in the case of irrigated and unirrigated culti-

vation,

I11. Ineeme from other sources insresses
with an inerease in the sise of femnily baut deeresases with
an inerease in sise of holding in beth the types eof

ceultivation,
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IVs Ths mnegnitnde of Morrveowings iansrsases
with an inereass iz the sise of fanily aui deoreases with
an ineresss in the caltivated ciu of helding is irrigated
as well as li anirrigated eanltivation.
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CBAPTER V
ANALYSIS ( B )
CAPITAL FORMATIOR
Iavestuent of any type whether A;ricnltnrﬁl

or non=agricultaral 4a verymush dependent oi the fasters
.l‘lo size of holding enlitivated, incene frem faram and
other sources and size of family. Seo this part of the
asalysis is te desl with the impertance azd influenece

of the abeve said fasters on sspital fermatien.

Te test and find eut the inler-depeandence
of fasters like size of holding, irrigated and uairvrigated
sultivation and agricultural and nen-agricultural lavest-
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i

VARIATION

D.¥,

Sun of
square

Heaa sam
sguare

Fe RATIC.

S8+ beotweesn
sise of
helding

8¢5, betveen
irrigated &
snisrrigated

Eefe betwedn
Agrienl taral
iavestaent &
asoh-apricul taral
investaent -

Iintrastion sisze
of helding and
" frrigated & un~
irrigated

Intraction irri-
gated & unirrie
gated. vine
agrieunltural &
aos=agricul taral
capiial formation

Interaetion sige
of holding vis.
agricultursl &
non-agriecul taral
investaeat

Besidual
2234k

5 74944.54

1 161482,93

1 890868,.49

8 101268,.80

1 21807.80

8 32874.23
8 4&6702.852

23 S20427.10

14988,61

161462,93

890866,49

20283.78

21807.80

65634.88
2340,860

1.605

17,266

9. 580¢

2.108

LA X R X J
ooeve

® Sigaificant at 8% level
¢ Significant at 15 level



IRRIGATED UNIRRIGATED IRRIGATED & UNIRRIGATED

SIZE OF
HULDING

Agri. Kon=Agri. Totale Agri. Nen-Agrie Totel, Agries Nomn=Agri, Tetal,
0=l 609,68 169.9 809.0 23.68 8.7¢4 88,32 632,18 208,04 837,82
1«3 187.2 89.3 246, ¢ 81.88 .90 33.16 188,38 93.20 279,88
g=3 177.8 179.9 387,17 106,76 24.10 130,806 884,00 204,00 488,080
3=4 267.8 62.3 349.8 140,31 4,88 144,087 427.8% 068,86 404,07
4-3 57.0 18.0 72.8 T7.38 2,80 70.76 138,08 17.80 182,05
6=10 471.8 120.4 0.8 37.40 5.48 42,92 509,26 125,88 032,18
JotAL: 1761.9 888,.8 2423.40 410,01 44,20 400,87 8177.2% 7T11.00 26088.27

10T
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ment , the methed of analysis of variance is adopted
and the tadle, XXII shows the per acre investaesati;
sgricultural and acm~agriculinral eclassified accerding
20 sise of helding fer irrigated and unirvigated

sultivation.

It is found thati the interaetioas are
aet significant, which othexvine implies and leads to
the assumption that there is ne entanglemeat detween the
factors and that the shree (I) Size of holding, (II)
Irrigated and uairrigated cultivation and (III)
Agricaltural -and nea-sgricul tural capital fermatien are
independent factors affseting pattern of investaent
fadependently.

it is tca-dfqﬁ; difference, in favestment
betwveen irrigated end anirrigated cultivation i highly
significant (since the observed F ratie is found te de
significant oven at 18 level) and alse the difference
between agricaltural and aca~agricultaral iavestment
is also significant but only at 8% i-v.l. The difference
due to variation in the size of holding is net found <o
be significant. Hence it is concluded that the variatien
in iovestment is digh due te variation detween irrigated

and unirrigated eunltivation and again the variatioan is
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signifiecsnt bhetveen agricultaral investment snd non-

agriculieral iovestment.

It may de clear from the abeve anmalysis
that there is higher peotential for ecapital fermation in
irrigated aveas than uairrigated areas aund further therve
ts always & chotlce for ianvestment in agriculture tham in
non-agricultural assets. The secend peint is the sane
for beoth irrigated and unirrigated cultivation. Deecause
the observed F ratiec 9.8589 is significani at 1§ level
whiech rofers that there is always a clear moetivation

/:ar agriculturistseither in irrigated and unirrigated

- areas to direet their fumde in produective agricaliural

astivities rather than in sccumulation e¢f the mnen~

sgricultural capital assets.

Frem the table XX11, we eould find easily
the difference stated in the analysis by ebserving |
the table individually undtﬂigrcsuto of the !i;-rc-{ /
given on agricul tural aa; nen-agricul tural investment
for irrigated and unirrigated cultivation ecerresponding
te the sine of helding cultivated.

Observing the total of figures on agricaliural
and noun~agricultural iavestment for both irrigated and
unirrigated cultivation ve find a significant ditference.

¥henxitha
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when lhe figures of tetal of per aere agrisuitural
investment for all the sise of groups stands at
B8.2,177.81, the nem agrisultaral invesimeat

is only Bs.711.08.

Further s the tetal of figures of /
total investment in irrigated end sajirrigated culti-
vation = nIQQNZIc sane way coenfirms the in#luence
drawn fre= the three way elassification. Vhem the
tetal feor irrigetéd osultivation is Re.2,420.40,
the some for/irrigeted cultivation is only Jon

llo‘.’a" ]

The tadle does net shov say significant
velationskip botween the sisze of helding and the
pattern of inveutnent whetber agriealtural or noa-
agrioultural bdeth la“:asoa of irvigated and unirrvigated

sul tivations.

SIZE OF HOLDING AND CAFITAL
PORRATION.

Tables XXIIXI and XXIV give a genersl
pisture of iavestment agricultural and noa-agrieanltural
for both irrigated and unirvigated cultivation

respectively., Prom the above we counld not odserve
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ZIABLE XX11X |
MEBAN SEZE OF FAMILY AND FPER ACRE CAPITAL PORMATION
BY _SIZE OF HOLDLEG

AERIGATED
Sise of Hean sise Agrieultural Non-agricultaral
flelding eof family Capital formation capitel formatiea

Rs. Bse

=] 85.11 . 899,06 19,9
1=2 8.52 167.1 39.3
2-3 8.80 177.8 170.9
=4 7.00 287.8 2.3
4-8 10,90 87.8 18,0
B=10 13.90 471.8 120.4

JABLE XX1V.

UNIBRIGATED.
Size of Measn sise L:rieultarai Nea~agrical tural
Helding of family Capital formation eapital formatioa

il. il.

Q=g 8.0826 2,88 5.T7¢
1-2 - Be8000 31.28 1.90
2«3 8.1008 108,78 24.10
=4 ¢.3128 140,31 4,58
4=5 83,3780 77.88 2.50

8«10 6.4015 37.4¢ 8.48
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say definite relatien between the sise of helding

and investment im both Arrigated and umirrigated

types of cultivation. Thies to an is exteant shews

a faet that the pattera of investasnt either
sgricaltaral or son-~agriculiural has get ne dirsect

and linear relatien wvith the sise of heldinge.

This ve could say becsuse the anauatil of ianvestment
agrieal tural or non-agricaliural dees not shew any
direetly inereasing er decreansing treamd te an

inerease in the sise of heldimge On the other haad
the one sere group im the irrigated cultivetion and
tve to four aeres greup im the unirrigeted eultivatiea
is found teo be advaatageous beth taking eecount of both

agricnlturel and non-agricaltural investment.

Even & atudy of the correlation factors
show guite & negligible amount of relatiomahip hetween
the sise of holding and agricultaral or moa~agricel taral
investinent. As such the correlation ecoefficient
betveen the sise of holding and egricultural and aem-
agrieuvltural investmeat are #,M498 «.0472 snd -,0387
respectively for irrigoted cultivation and fer
anirrigzated cultivation «,0038 and «.0198 respectively.
Since the cecfficientsare almost negligidle ve can

safely assume that the sise of helding as such hae got
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ae direct influenee or the pattern of investment

either agricultiural or nea=agricultural beth in

the ease of irrigated and usirrigated cultivation.

In fast, ve derive frem the correlaticn figures

that there is & megative relatien—that &s whes the sise /
of heolding inecreases the psr acre cspitai formation

is found to be decreasing. But studying the table

it ie observed that the fnvestmont is high is C=% gromp
in irrigated cultivation and as far as the unirrigated

eultivation is concerned it is ¥~4 acres sise greup.

SIZE OF FAMILY ANI CAFPITAL
FORMATIOR.,

Before analysiug dirsetly the effest of
size of fanily on agricultaral or men=agricul tural
finvestaent here an attoups 4¢ maede to draw the infla=
ence of size of helding om the sise of family. As
such the mean figures in the tables XXI1I and BRIV
will give & gross Ldea of ithe sise of family st eaeh
size of helding seperately for the irrigated culttvntiGn

and enirrigated cultiintlnm.

From iha table we cculd obdserve a definite

tread is the upvard direction in the size of fanily as
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the eise of eultivated bolding increases, DBaut the
increase is net very clear in the case of unirrigated
cultivation, DBut we find the Ancreass ti be very

rapid in the case of irrigated cultivation,

A study ef correlation figures between
the size of bholding and asise of family definitely |
shov a positive trend. In the case of irrigated
cultivation it is 5298 and 1404 in the ease of
anirrigated cultivation., But hore we see a variation
in the degree of correlation in the ecase of irrigated
cultivation uhere it fs bigher and there is a lover
degree of correlation in the case of unirrigated
ealtivation. But the higher degree of correlation
say be explained as that the sise of famnily ie bigger
because of the assuredness of income by the definite
souree of irrigation which is lacking in the case of
unirrigated areas whieh may again be the limiting
factor of the size of famfly. Thus im both the cases
of irrigated aud unirrigated cultivation the sise
of fomily is found to increase with an increase in

the sise of cultivated helding.

The size of fanily under conditions

of car agrieul tare should be a centribution, because

|
[



111

42 is generally accepted theory that there is

alwvays & strong fara family relationship ia Iandian
agrienltare. 5o in & way the inereased aumber im
family should be a contridution te the level of
capital fol-otton because family labour is an iadirest

sddition to ecapital formatien.

The tables XXV and XXVI give a good idea
of t‘o amoumt of sapital Zormation in irrigeted and
aniriigated cultivatioa asecerding te differeat sllgﬁ
of families u;d XXVIR gives an ides of a;nongrtealtarnl
iovestment in. irrigated ealtivation. {(Because of the
insufficiency of aumdber of ohservations the same is

aet eomputod for snirrigated cultivatien)

Though we eculd aet otn-rvoatrcnd from
the tables, we could eanily sense az ianate increassisg
tendensy of the extent of capital formation with an

inerease ia the sise of fanily.

Besewse A study of the correlation figures
show & difinite positive treand. The correlation between
the sise of fenily and agricaltural investaent fer
firrigated area 1o 1121 and it is ¢.2481 ia unirrigated

ecultivation. Though they are not substantial it is clear
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AGRICULTURAL INVESTMENY ACCOURDING TO SIZE OF HOLDIXG AND SIZE

OF mgl.!.
2ABLE XXV,
JIRBIGATYED
6ige of /Size of
fleldin fanily =3 §=8 8=-7 8 & abeve
Dl 309,38 118,67 268.11 1401,78
(s) (30) (9) (9)
2-4 Hil 327.29 380,14 117.44
(7) (n (9)
4 & above Nil 789,00 58,00 276.67
(2) (2) (e)
JABLE XXV
UNIRRIGATED
G 15.80(30)18,92 (14) 6,80 (98) 83.29(7)
24 108,80(4) 80,38 (21)43.40 (8) 498,71(7)
4 & above Ni1 77.00 (8) 28,40 (10) 44.33(3)

NON-AGR1 COLTURAL INVESTHMENT ACCORDING TO SIZE OF HOLPIKG AND

$12E OF FANILY. ' TRRIGATED.
XaBLE XXV(A)
0-2 376.3 187,80 70.78 148,09
(s) (30) (o) (®)
2«4 Nil 93.012 91.14 210,33
(11) (1) (o)
4 & abeve Nil 20,00 0 4% 107.00

(1) (2) (s)
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that the size of fanily ceuld help for higher levela
of ecapital formation sad perhaps an intensification
and higher resorting to the disguised latonr weuld

help for significent results.

Ian the cose of irrigated cultivation

the correlation between sise of famnily eand nen-agri-
enltural inveatoent is 0088 and in unirrigated
cultivation it is =,0Td4. 8o in one case it i
insignificant or othervise 0" correlation and in the
other it ie negative. 50 it is evident that sine of
faily ean mere be a facter of contribution im
fnereasing the proeodustive farming efficlieney than

it will be of help in acunulation of capital asset.

Further analysing the distribation of
inveatnent between agricultural and nea«agricul tural
factor wve find that it is alvays an alternating case
by experience. E¢ 6f a farmer is ocne year jnvests mers
fn agriculture, definitely in the subdsegquent year hie
attention mnay be directed to accumunlaiion of nen~ |
agricultaral capital asaet. Se the correlation may
be negative or positive. Ia the ecase of irrigated
eultivation the relatiomship is negative, =,0472

but not substantial. But on the other band we find ia
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the case of unirrigated cultivation there is a high
positive correlation (.4987) which may be one of
hypethetical casey ﬁ;aauao we find the investaeat |
either agricultursl and ass~agricul taral to increase

sizultaneously.

FARM IRCOME ARD CAPITAL FORMATION

¥e have slready exanined the variatioas
in the level of per asre fara income in relatica te the
size of holding. New we analyse the influence of farm
income on ¢apitnl formation, The gress expressioens
of per scre capital formation andwa~agricultural ianveste
ment is given ia the tables XXIKiand XXKEI respectively //
for irrigeted and unirrigated cultivation, Farther the
total smouat of investment is elso given correspendingly

teo all sizme greupes ef income.

From the tables we find that the investmeat
whether agricaltural or non~agricultural, inerecases and
found te be at the maximum at the top inceme dracket
both in the cases irrigated and unirrigated caltivation.
Bat we observe some offsetting in the middle income

brackets that the agricultural investment s found ¢eode



HOLDING SIZE WISE PER ACRE INCOME FROM FARM AND CAPITAL

ZOBHATION,
JABLE XXVE]
ABRIGATED
Sizse of Inceme per Agricultural Nem=agricul tural
Belding aere capital formation ecapital fermation
'.. a‘.
UL | 3407 600,06 190.9
1=2 2766 187.1 89.3
2-3 2047 177.1 170.9
d=4 2783 287.8 62,3
4=5 2880 87.8 16.90
§-10 2702 471.8 120.4
JABLE IXVILX,
UBIRRIGATED.,
Size of incone per Agriecultaral Nen-agricul tural
Holding aers capital formatien <capital formatien
'.o l"
0=1 271.68 22.858 §.74
1=2 348,30 31.28 1.90
2=3 438,38 106,70 24.10
3=q4 304,13 140,32 £.86
4=5 208,13 77.28 2.80
8=10 388,231 37.48 8.48




Income Agricul taral Non=agricul tursl

from Capital Capyital TOTAL

farn Formation formatien

U=2600 Nil Hil Nil
3001-2000 280.43 2,88 283,89
(7) (v)
2003-3000 186,34 133,92 290.28
{48) (¢e)
30014000 538,88 132,08 068,64
(33) (3s)
400%=-adove 458,00 261.83 719.83
(8) - (s)
ZABLE XXX
URIRBIGAYED

Income /Capital Agrieultursl Nea-agricultural

from forma~ sapital capi tal TOTAL

farm tien, formation formation

0=-200 10,69 2.24 21.8)

(17) (17)

201=300 70.48 T.74 78.8¢
(38) (38)

301=-400 88.62 3.32 2,060
(22} (22)

401-800 38.65 8.70 41.41
(127) (27)

501 & above 266.17 60.33 316,80
(¢) (s)
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/
/ fluctuatiag, dat this is because of the distri-
bution of equally higher amount in secusulation of
&t
non=ggricul tural capital sssets. This type tendeney

is found only in the irrigated ecultivation,

In the case of unirrigated cul tivation
agricaltural capital fermatiean and non-agricaltural
ilavestment is found to incresse up to 300 rupees income
bracket and thea there is a slight deerease unpte 500
rapees income grodp. Beyeound that thero is a sudden and
steeop inerease in bdoth the type of investmentis.

Even thes tho}c is ultinately a strong inereasing

tendency could be observed as a gross relatioanship.

Bat this will be clear if ve observe the

total iavestment per aecre figures corresponding te each

/

sise groups of ineemeuc, Then we find that the ameunt /
totally inveasted both in sgriculteral and nom-agricultaral
itens is contimucusly increasiang, in th. case of irrigated
and in the case of anirrigated cultivation , thore is

sn ultimete increase at the 8=10 acre level through it

is found to be fluetnating alternatively without touching

or goizng below the 0«1 acre level.

The same is the trend we find from the
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ebtained correlations. Thus the correlation between
incone and agricultural and noaw~agricultural investe
ment for irrigated cultivation is 1160 and ,1304
and 8933 and 6930 for eairrigated cultivation. Baut
frem the figures we could find a variation ie the

degres of siganificanees.

Thoeugh the correlatioa figures are positive
in both the ecasen, the figures for irrigated cultivation
ére Rot ecompatible with those of uairrigated eulti-
vation, This makes clear that investment pattera is
highly dopcninat on the sisze of farm inceme in nnirrigated

/

eultivation vhere as the degree of dependency is less f
£n the case of irrigated cnl(lvnttol. But it fs evident /
that fer both the cases of irrigated and unirrigated
cultivation there should be a defimite inerease in the
income to realise higher levels of capital formatien
whether agriculiural er sen~agricul tural, sinee they

are pesitively correlated.

INCOME FROM OTHER SOURCES AND CAPITAL
PCHREAYION.

Income from other scarces has got a

great lmportance since it forms a consicderadle preportion
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of the total per acre income of the faraer. Se
hers we study the influence of the inceme from
octher soureces on capital formatien and non~
agrieunltural iavestment, siaee we have alreoady
studied the veriation in the levels of inecomne from
other seuarces in relation to aise of sultivated
beléding. Tables XXXII1I and XXX]V are the grocs
expression of sise per acre inveatment beth ogri=-
eultural and non-agricenltural iadependeantly fer
irrigated and unirrigated c;ltiv.tion celasalified
agcording te stratified groups of income fram

other sourees imdependeatly.

In the ecase of itrigatod ealtivation
ve fiad }h-t agricultaral investueat goer on inereasing
apte 3,000 rupees group and thea there is a sudden steep
fall and again there is a ;toop rise in the highasnt
éncone drachet. The noa-agricul tural investment
fia also increasiag upte Bse4,U00 greup sfxspriculsuzal
and there ia & steep fall at the highest level, 1In
both the cases there is a gress incroasing tendesey
that cen be observed, Farther the steeop fall in the
E0ed,000 group of agricultural investaent cam be

explajned by the faet that in this greup there is the
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AND CAT1TAL PORMATION LRRIGATED
TABLE XXXX
Sise of Insoms from Agrieul tural Nen-agrieal tural
Holding eother sources capital forzation ecapital formatien
0=1 4475 669,68 100.9
i-2 2111 157.13 89.3
2-3 1813 177.0 179.9
3-4 1814 287.5 2.3
4=5 409 §7.8 18.0
8=10 927 471.8 120.4
JARLE XXX1]
Sise of Incons frem Agricul tural Noa-agricul tural
Heldiag other sourees eapital formatien eapital Formstien
0=1 1167.083 22,88 8.74
1-2 726,08 31.28 1.90
2«3 301.48 106.76 24.10
J=4 J46.088 140,31 4.58
4=0 162,13 77.28 2.80
5=-10 194,77 3T.48 S.48
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Income ////capital Agrienl~ lKem-agrienle
irven ferma~- tural tural TO0TAL
eother tion capital capi tal
sources formation formatiom
0-1000 134,34 82,80 188,94
(48) (48)
1001-2000 243.43 100 .00 347.43
(7) (v)
2001-3060 305,73 212,58 818,28
(33) (23)
3001-4000 76,08 833,33 908,33
(3) (3)
4001 & sbdove 772,38 176.30 948.258
(23) (23)
JABLE EXXIY
ORIBRIGATED
¥ .
G=202 163,06 17.08 180,123
(17) (37)
201-300 29.47 2.24 31,712
(17) (17)
3031-40C 101,09 0.08 107,013
(23) (23)
401-800 33.83 9.80 43.33
(s) {e)
801 & abeve 35.14 85.63 40,07
(34) (34)




121

highest level of non-sgriecultural iavestment whieh

has just disterted the plieture. Bat for this fauet

we find a streng relationship of capital fermation

asd non=agricultaral investment ea the levels of

incomo. This positive relatiocaship is well supported

by the total investment figurea givea in the laat coloum /
of table XXX1IXI corresponding te eash size group eof

incomes

the correlation between the inceme from
other sources and agricultaral sud noa-agricul taral
inveataent are 1488 aad 0185 ia lrii;atod caltivation,
Theugh not -n;utautlni. there fe a poesitive trend that
the levels of investment inercase withk the inereass
in the size of income from other sources in the case

of irrigated cultivation,

But this is semething ta the contmary in /
the case of unirrigeted cultivation, ¥e find the income
from other soureces and both agricul tursl non-agricul tural
lﬁveot-ento sre negatively corvelated with incoae
from other sources. The correlation between income
from other sourees snd agricultural and nmon=sgricul tarel
investment for unirrigated cultivation are «,0389 aand

=o0890 respectively. The correlation figurvres are net
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seticeadly kigh te base eny ecnclusion, Aanyhow = the
negative correlation suggests that tictt is 2 decroillag
tendency in the pattera of investment with any inerease
in the ineome from other sourees, This clearly shows
that {ncome fren oiher sources in unirrigated cualti-
vatieon is net aa impertant faster ia influeaciag the

pattern of investment.

Farther we fiud that ia the case of
uairrizated cultivation the per acre farm jncome is Mot
regularly correlated with the per acre income from
other soarcese The correlation between income frem
fars and the l-co-.'fro- other sources fer umnirrigated
cultivation is ~,0080, whereas for irrigated ecuilti-
vation it fs .5449 whieh indicatis: a strong /

positive relationm.

The abeve slearly deseribes the fast that
there is much dependency on fars ineome for investment
efither agricultarel or mom-agrisultarsal in the uairri-
gated cultivation vhereas the faet that there i3 not
much dependeney on fara income for capital formatiem
in irrigated caltivation is clearly shown by the signie
ficant positive correlation bdetween income from farm and

fncome from other sources. 8¢ in the case of irrigated



TAB XXX

Sise of Per sere Agricultursl

flelding tetal

Capital fer~- Capital forma-

Nen=agricultural Total Capi-
tal forma-

facome mnation (§ te tion (§ te Total tion (¥ te
Total inecone) ineceme) Tetal )
ineene
0=1 7882 8090.8 198,90 800,89
(=54 ) 173y ( 254) {i0-27)
1"’ “1’ “’ol .'03 .“o‘
(39) ( 183) ( 505
2-3 4760 177.8 170.9 387.7
(394) ( 318) ( 152)
=4 4267 287.85 82.3 349.8
( vy) ( 14) (32)
4=-0 3269 87,8 18.0 72.8
(Hy371) (-2¢4) ( 142)
5=10 36280 471.8 1230.4 502,.8
{1302} ( 332) ( v633)
ZABLE XXXV
UNIERICATED
i
O=1 3439.21 22.58 5.74 28,32
(rs56) (-3) (v11)
1=2 1073. 36 31.28 1.90 33,19
{(291) (-177) ( 3-10)
2«3 736.88 108,78 24.10 130,86
(n23) (3-21) (v1¢)
J=4 601,01 140,31 4.08 144,067
{ 21-55) ( -10) (22:2¢)
4=3 a87.20 717.28 2,80 T9.78
{(2-a2) & )] (2232)
$=-10 883,68 37.48 8.48 42,12
( 543) {'80) - { vk




127

cul tivation, unlike unirrigated eultivation there
is an assured flow of income frem other soureces

which can alse b¢ substituted for investment.
CoO NCLUSI O R,

A brief recapitalation ef the major
fasts in this part of the analysis are ia pofiat as

folliovel=-

I. Among the samples studied for irri-
geted and unirrigated cultivation it is feund that
there is higher poteatial for capital fermation in the
irrigated secter than ias the unirrvigated secter,

i1l, The size of cultivated holding is
feund to have no direet and linear influenee on the

patterna of capital formatiea.

Iil, ln the area studied theres is & slear
sotivation for productive agrieultural investmest. The
sise of family being bigger with the larger farm, it
acts in the poaitive direction and as such 1t is utilined

for more capital formatien.



123

IVe The income frem farm and the inceme
from ether sources are found direetly te influense the
levels of investmeat either agricul tural or soa-
agrieultural. The sizs of tetasl investsent is increasing
with an insrease in the ameunt ia doth types of hmi.
Bat it is feund that in the wnirwvigated sreas thers is
mere dependency on fara inceme for capital formatien

-
/ than /the case of irrigated cultivation.




129

CHAPTIER VI,

CONCLUSION

Ia the 18ight of the analyesis made ia the

last ehapter and within the limitations of this study

the fellewving major conclusions smergel=

. Lo The pe r scre finseme fron tm tends

to desrease as the eize of cultivated helding inereasen.

EXe The per asre ineome from eother soureess

‘alse tends Lo deerveanss with an inerease ia the eise of
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cultivated area; but the same increases with an
ineresse in the sise of family. At a conatent aise

of family if the cultivated sise of holding ia
fucreamed, it is but n.turll)tha sonecentration of the
fenily is more om the farm than it eould de distributed
te any other prefitable vocation. 1If the helding is
small, a bigger fanily saturally diverts the exceoss

of fanily members to other voeations. Thus we find

an increase in the inceme from other scurces st leower

sizsens of helding with comparatively digger families.

"I11e The inerease in the size ¢f family
corresponds to the inerease in the sime of cultivated
holding. The size of family is bigger in irrigated
eul tivation than wnirrigated ecultivation areas. Pere
haps the lsck of assured irrigationsl faeilities is the
liniting faetor on the size of the family im uvairrigeted

arcas and hence szaller families.

IVe Ve find the rate of per sere expene
ditare deeresses with an inerease in the size of sultie
vated holding which i3 a saliont foature of eccenemics
of large scale operation. But there is alse a corres=
poending inercase im the levels of income with au inerease

in the per aere expenditure. Thus it s eclear that the



131

higheor the exponditure the higher would be the

income.

V. %The magaitude of per acre loan
alse increases vith the sine of the family and
decraases with an increase in the sise of calti-

vated holding.

Vie There is s higher peteatial fer
espital formatiea in irrigated areas than ia ua-

irrigated aress.

Viil. There is an inverse relatioa i»
the extent of capital fermatioca relating te ithe sise
of eultivated holding. ®The reason for per acre
investment in the small sise group boing higher
than the bigger sfize groups may bde due to hLigh lavest-
ment on construetion and repair. 7Thies type of
investnent incliudes mostly fanily latoure Further
the metivation for hLigh levels vf investment in smaller
sise greups con be explained as related to gquiek

realisation of preoduce and mostly being preductien

® Investuent on farm and capital formation in agri-
cualture vith particular reforense to bibar -
R.ColShastri = Indian Journal af Agrieunl taral
Economics = Vel. XX Jesnuary=March, 1088..ppe..178
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Viii. The size of family i» aore
an incentive to capital fermastiow ms theve is alwvays
8 general tendency te adept ibe fdle family 42 plaee
of bired labour. Purther certain types of repairs
and constructions em the fare are also dene by the
faaily. Henece the inereased concentrations olrlh.
faxily on their own farm would definitely de a
eontributior tc capital fermation. Hereover, ia the
&rea sindied ve find the tendency more {0 ssaseatrate
on the improvemeats and astivities that would belp to
increane the productive efficicacy of their own farm

than on any nen-agricultural venture.

| IXs The sige of farm incomes has greater
influence on the ecxtent of fovesntment, Frem this
14t is ovident that any astivity that would help te
increase the per acre outpat goes a longway fori.:
inereasing the extent of Capital Formation-Agricultural.
Mereover, in the unirrigeted area studicd ve find far~
ners nore depending on farm inceme for capital fermatien

or any type of investiment,
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X. 1Ia the irrigated area studied,
there being an assured inflew of income frem ether
sourees, ve find that the invesiment is influenced
beth by farm insome or income frem other sources.
But this ie not se in the unirrigated area where
we find net nueh fapertance givea to inecome frea

sther sourees.

XXs Xt is generally the preference
ef the farmer vhether to iavest the surplus oa
agriculture or in the accaunulation of non-agricule
tursl capital seseta. Bat in the arca studied there
is greater prefevence for invesiment in agricul ture
both in the case of irrigated and wvairrigated

sul tivation,



0 SUM UP, THE FOLLOVING
CAM BE LISTED AS CRUCIAL
FOR ANY FURTHER STUDIZS.

The sizse of cualtivated heldimg
has ne pesitive and direet
fafluonce on the pattera of
capital fermatien,

The digger the sine of the farm
family the grester eould be the
contribution to agrienltural
capital fermation.

There ie o preferense for agri-
sultaral iavestment thas nen~
sgricultural iavestment ia
the case of small farmers.

ELLEELERECLRRE
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b 4
CAPLTAL PORMATION IN AQRICULTURE
SCHEDULE.
1.
1. GENERAL PARTICULARNS,
Distriet: _ Village selected:
Taluk: Patta Nuaber:

(a) Date of Emquiry:

(b} Name of Pattedar or Guardian:

(e} Number of members in the Men: Wemen: Childrea:

fenily:
3. HNet area uader cultivatien of the
Pattadar and Guardian daring ssssscecesssne
¥et (scres) Dry (acres)

{(a) Owa lande

{b) Lends lessed ia

{e) Lands leased out

3. Creops Lande Leased Leased Total

ewned ie eut

1)

2)

3)
1) .
8)
6)

7)




I1

IZ. FARM INCOME |
%, Agriceltural products: Yield from land ewned sultivatdd:

Crops = VWemt <« Dry Yield by welight Value ia Rupees

Total vaiue in Bs,

Il %, Gross fncome frem land lessed fin and cuti~

Valiue ia Rupees

1 Incone realiced fremlamd leased imd
1)
2)
3)
4)

‘2¢ Lease echarges roceived Irem land
lgauol out:
1

2)
3)
4)

TOTAL VALGRE:




III

II. 3. Iaventory of Live stock and Capital stock at the

base perieds~

Deseription

Hanber Value ia purchase

1)

z)

2)

4)

8)

Speecity
Capital Stock:
z)

2)

3)

1)

Othere specify:

s

s

Il1, 4, Income from Live Steckt=

Valae iz Rupses

31} Mamure

2) Other produecties
8) Income from anausl labeur

TOZAL

Ile 8. Human Labour:

Incone from

services reandered

to othemw by the
cultivator and
family

u'. uu‘ 9‘,..

Tage/vay Total

TOTAL

eeelil
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111, Income from eother soursces:

1) Amouant realised hy'anlo of
land if any:

2) (a) Ameunt reeliced by sale
of Live stock:

{4} iAmount realised by sale
of fimplements:

3) Income from subsidiary
escupatien 1f any:

1)
2)
3)
4) Lees (o) Private:
(b) Agrieuliavel purposess

Rate of Imntereat:

TOTAL:
(a) Para income w Total of itens ia II §.
(%) Other incomes @ Total of 11 2 ¢ 4 ¢ 8 o
Iiv 2 ¢,
{c) Grags annual income of
the agricultarist o {ea+¥)
i¥, PARM EXPENDITURE:
1., Coat of ecultivation:
Purchase of macerial Owned Farm Leased J@t
Quantity Farm Valuo ia

QRantity sapues.

i) Seed

2) Parm yard assure
3) Fertilisers

4) Pesticides

8) Others speeify

TGTAL VALUE IR RUPERS;:

eeeelV



Ive.

*2* Lakeur Chargess

Ne. Man D.fiy Yalue ia

Payl wvages Hupees
y '-c r L

TOTAL

Pleughing
Sowing and
tresnsplant-~
iag
Irrigation
Intereul ture
Sarvesting
Thresbing
Processiag
Traneperting

Others apecity

10,
itl.
12,
3.
14,

TOTAL VALUE 1% RUPRES

1v,.

3., OTHER PARM EXPFNSES

Asnual Expenditure

1)
2}
3)

4)
s)
s)

Land revenue ond other taxes

Lease charges peid

Cost ¢f maintenance

of

live asteck {feed and grasing)

Interest paid on loana

Salary paid to permanent labour

a)
»)

Others specify: g
e)

TS Aks

® F = Penily labour

*C = Casuanl labour

...'.



VI

Total Farm Expenses = 1V L1 ¢ 2 ¢ 3 =

Ve

3., OTHER EAPENDITURES:

PAMILY EX ENDITURE

ANNUAL EXPENDITURE INH,

1)
2)
3)
4)
s)
s)
7)

Food

Fael and Lighting
CIcth!a;

Housing

Edgcatien

Medical

Others speeify:
(a) '

(»)

(e)

TOTAL:

Ve

8, SPECIAL ITEMS OF EXPENDITURE:

DESCRIPTION

ANNUAL EXPENDITURE IN Bs,

s)

Barrieges and Ceremonies
Jeurney
Pestivale

Othere speecify:
a
»
®
Repayment of leans if any:

TOTAL:

Gress annual expenditures » IV ¢ V.

..Q..vl
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¥ie UTILIBATION: end peried.

4o Produetive Investaents ~ (Agrieul tuaral)

DESCRIPTION VALUE IE RUPEES,.

3) Purchase of lané

2) Parchase or construction
of Farm buildings.

8) Purchase of FYarm implements
4) Parchase of Live Steck
8) Parchase of ecarts and vehicles

8) Others specify:
s} Repalr Charges ete.
]

@ ]

TOTAL:

8, OTHER INVESTMENT (NONe-AGRICULTURAL)

DESCRIPTION VALUE IN RUPEBES.,

1) Censtraction or purchase
of residential buildingas

2) Parchase of Capital assets
1ike Cars, Cyeles, Geold
ornaments ete.

3) Iavestment in shares and bonds

4) Others specifyi=
a
Y
¢

TOTAL

ooooooo'lx
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11
BAMPLING PATTERN,
R “
IRRIGATED ABEA UNIRRIGATED AREA
1) PERIYAKULAM I) TRIRUMANGALANM
11) RILAKOTTAL 11) DPINDIGUL
111) MADURAIZ X1X) PALANI

IV) MELUR

SAMPLES TALUK: I) Periskulam frem Irrigated -
Net Area sowan 1,081,097 (im
scres

11) Tiremangelam frem Uairrigated
Area = Net area sowa 1,04,400
(in asres)

SAMPLE VILLAGES  NeAeBs SAMPLE VILLAGES HeAoSo
{x) in acres 1z ia aeres

1) Uthsmapuram $881 1) Kalligudi 3783

2) Markayaketai 2810 B) 5,P. Rathan 17826

3) Kotteor 2138 3) Madipanocor 2002

4) Kulaymar 1070 4) Semnampatti 13890

8) Uthamapalayam 3884 §8) Medagam 1819
8) Karisalkalan~

pattd 1377

T) Odeaipatti 803

8) K. Vellakulam 470

181838 16939

I) 18,183 represent 9.4% of the net area showa is the
Periakulam Taluk.
II) 0.4% 4n 1,64,468 acres is 15,480 scres

P.8: 1) Kedaikanal Taluk fs not included in the
classification since it 4o a Hill Station

eeaeV11l
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Sise of .

Helding IRRIGATED ARZA UNIBRIGATED AREA
L5 27 1%

25 ’ 20  {

23 ‘ ‘ 10 21

=4 i1 16

1

G310 ]




™

eee Size of Helding

see Inceme frem 7arm
eeses Expemditare on Farm

see Carrelation

IRRIGATED UNIRRIGATED

CULTIVATION CULTIVATION
zy - 1049 « 04690
xs - =,08388 -, 1382
s +.1072 « 39016
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SORRELAYION BESULIS

Analysis - Size of aolliugg Farm lacene,
Income from Other Seurces, Sise eof Family, Agri~-
cuitural Investiment and Nom-agricaltural Iavesi~
mest,

A = Biszse of holding

% « Fara Income

e~ Ianceme from ether sourees
- Size of Fanily ‘

= Agriculiural Investaent

= Noem=agrieunltural Iavestueat
- Correlation,

ABRIGATED  UNIRBIGATER.

rab - 1049 « 0489
ras - 2839 - 8006
rad «838908 « 31404
rse - 04782 - 0038
rat - 0378 - 01908
rbe « 5459 - 0980
rbé - L0718 «1619
rhe «1160 «5933
rhd «1304 «8930
red - 0023 « 3603
ree + 1486 - 50329
ref « 0188 - o8€30
rie «1181 «2482
réf « 0088 = 0744

ref : - ,0471% «+ 4087
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