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Chapter 1
INTRODUCTION

LI Motivation and Focus of the Study:

Institutions and arrangements governing the property and use of land are crucial to the development
ol productive forces. This is true, in particular, of tenurial arrangements, The system of land tenures that
prevailed during the colonial period was widely considered the main cause of economic stagnation at the time
of India’s independence (1947). It was also perceived as highly exploitative of the tenants. Thus, land
reforms were accorded the highest priority by the new Indian Government. Soon all the State Legislatures
started enacting Jand reform Luws - starting with the Legislative Asscmbly ol Bihar immedialcly after 1947
and the Legislative Assembly of Uttar Pradesh in 1950, There is little doubt that these measures had a far-
reaching impact on productive forces (as well as on the alignment of political power). The aim of the
present study s 1o understand the Tunctioning of agricultural tenancy in contemporary India, and to

imvestigate its policy implications,

Interest in the question of land tenancy and land rent is as old as cconomics itsell. The nature of
enquiry has undergone many changes during 1the st two centuries of rescarch,  Classical ceonomists were
much concerned with the question of "ground rent”, and its relation with different theories of value, There
has been vigorous debate on tenancy during the recent past - particularly after Cheung's work ( 1968, 1969a),
The central issue during the seventics was the choice of lenancy contract and the "puzzle of share-cropping”

(as Quibria and Rashid, 1984, call i).

In the cightics, the focus of the debate shifted to the “interlocking” nature of rural markets in poor
agrartan cconomics. Interlinked contracts have been perceived in different ways. In one perspeclive, they
are seen as the devices ol more cffective exploitation of poor labour households by a rich landlord (who is
olien also their only source ol credit). Others view interlinkage as a rational response of economic agents
lunetioning in an coviconment characterised by imperleet or absent markets for Factors ol production and

in the presence ol imcomplete, assymetrically distributed and costly information.

Thus, juxtaposed Lo the historical policy debate that views tenaney as a source of exploitation of the
tenant andd of productive stagnation is the theoretical view - ranging from the neo-classical 1o the Marxist -
ol tenaney (in particular, sharc-crapping) as an institution of gquestionable efficicncy and of the tenant as
[

being stuck on his “reservation curve™.!  Indeed, the empirical literature itsell has largely concentrated in

issues such as the “clhicieney” ol sharc-cropping,

" In this view, the twenanl s "pinncd down” at his reservition wage, or reservation utility (which
mcarporates his alternative opportunities), or at the subsistence level,
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Howoever, little attention has been paid to the overall allocation of resources under different tenure
systems. This involves not only comparing the cultivation practices used under dilferent types of tenure but
also investigating how much nd is rented or coltivated under dilferent tenure systems.  The cconomic
clhicieney of dillerent tenure systems is a much Larger issue than that ol how a particular plot of land is likely
1o be cultivated under different tenure arrangements. The relationship between tenurial arrangements and

ceonomic clliciency has to take note ol this important distinction,

To llustrale, consider a situatton where tenanted land is cultivated less intensively than owned land
(c.r. because the tenant does not reap the full benefits of his cfforts), but also where, in the absence ufi
sharc-cropping opportunitics, tenanied land would not be cultivated at all (e.g. because the landlord lives
orlside the village),  In this situation, it would be inappropriate 1o say that sharc-cropping is “ineflicient”,
even though the production level on lenanted land is lower than it would have been in an imaginary "first-

hest” world of costless lransactions,

A related point is that wenancy arcangements have 1o be seen in context. Agricultural tenancy is of
very old origin, Byres(19583) traces the existence ol share-cropping in Greek, Indian and Chinese sociclies
as cirly as the oth century B.CL Though share-cropping has been observed through the ages and very widcely
geographically, its content has not been the same in all these different comexts.>  In other words, the
rationale ol sharc-cropping (the motivating Tactors for ils choice as a tenure contract); its implications for
the contracting partics; its resulting properties in terms of allocative and cconomic elliciency; and its relation

. - . 3
o technical progress can be understood only in a given context.

Particular aspects of the context that need 1o be taken into account are the amount and quality of

land snd s distribution; the technology of production; the resource endowments of Tarmers (including

¥

= Two examples can be given o illustrate the point: (1) Byres (1983b) traces the exastence of share-
cropping in Keutilva’s times in India (4th century BC). However, this institution bears no resemblance to
present day share-cropping in India. In carlier days, property rights in land, as undersiood today, were non-
existent. Instead, a whole set ol service classes, along with the raja (ruler), had a claim to a share of the
produce. Thus, the share of the ruler in the produce, at best, shows a superlicial resemblance to the share
of a landowner in a modern share-cropping contract.  (2) In recent times, share-cropping has been
widespread in the stagnant cconomy of Bengal. Sharce-croppers have often been poor, resourceless, and found
to be at the merey of the landlords (at least prior to "operation barga”, which granted full security of tenure
to the share-croppers in West Bengal). Landowners were typically scen as averse 1o any technical progress
(Bhaduri, 1973). On the other hand, Wells (1984) traces the resurgence ol sharc-cropping among the
strawberry Tarmers of Calilornia in USA 1o an increasing leverage and mobilization of farm workers vs,
capital owners, and 1o changes in legal structure. She claims that sharc-cropping not only facilitates but is
re-created by capitalist accumulation. In the American context, Reid Jr. (1979) claims that "... profitable
innovations ... will likely be adopted more readily by share tenants - while landlords will advertise, advice and
oversee the innovations”

Chatterjee and Rudra (1989) also point 1o the free use of the term "tenant” o designate anyone
cnjoving a share in surplus produce without being the ulumate owner, without reference to the context.
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physical assets); their education levels and attitudes towards work and risk-taking (themselves related to
mcome and wealth, among other things). Also important are the characteristics and functioning ol factor

markets, particularly the labour and credit markets.

These remarks point 1o the uselulness of an intensive study of tenancy focusing on one particular
village. This approach makes it possible to relate tenurial arrangements to relevant features of the village
economy, including other exchange relations. This study attempts such an integrated approach, with
relerence 1o one village situated in Western Uttar Pradesh: Palanpur. A parlicular concern of the analysis
15 Lo bring out the relationships between tenancy in Palanpur and (1) the decision-making behaviour of
farmers and labourers, and (2) the functioning of factor markets. The policy implications of this analysis -

n particular for tenaney reform - will also be discussed.

The analyvtical part of this study builds on detailed ficld work carricd out in Palanpur in 1983-84.
The empirical material emerging Irom this lickd work will be presented in some detail, and it should be
stressed that this descriptive component of the study is an integral part of the rescarch, rather than just its |
background. Indecd, one limitation of the literature on tenaney is the dearth ol detailed empirical accounts
of how tenancey is actvally practiced in differemt parts of contemporary India.  Collecting the relevant
mformation (despite the sensitive nature of the subjeet) and organising it in a productive way is a challenging
lask.  The completion of this task with reference 1o Palanpur is one of the contributions which this thesis

modestly ollers to scientific knowledgy,

1.2, Relation to Earlier Studies:

The review contimed i this seetion can be seen as consisting ol 1wo parts: a bricl review of
theorctical tssues and arguments, and o review ol empirical studics. The lauter begins with a summary of
important features ol tenancy in Palanpur, and proceeds to compare these findings with those of other

studies.

L1, lmportant 1ssues:

According to Quibria and Rashid (1984: 104), two questions have dominated studies  of share-
cropping: (a) why does sharc-cropping exist at all?; and (b) why is the sharc-rate cqual to one-halfl in so
many different parts of the world?  Jaynes (1984: 43) identilics two important and intricately related
questions concerning tenaney: (a) what, if any, arc the differences in the productive and distributional
resouree allocation cllects ol various lenure arrangements?; and (b) what determines the choice ol tenancy

arrangement?



4

The important issues that have been addressed in the existing literature may be reorganized in the

[ollowing way:

(1) What arc the resource allocation celfects of different tenure arrangements?
(2) What motivates the decision to lease al all?
(3) What determines the choice of lenancy arrangement? In particular, why has share-cropping

emerged as a dominant form of tenancy in many economies, and why do several types of tenancy
contractls co-exist in the same village?

(4) How are the gains from production (actually) distributed under Jditicrent tenure types?

(3) How are the rent (in [ixed-rent tenancy) and share-rate (in share-cropping) determined? In
particular, what cxplains the adoption of a 509 share-rate in mosl cases?

(6) Dynamic issucs, c.g. the inter-relation ol tenancy and technical change.

1.2.2. Theoretical Studies:

The theorctical literature on 1enaney s extremely lirge and an exhaustive review cannot be
attempted here.! AL a general level, this literature can be meaninglully classificd divided into different
strands, in terms of alternative analytical ools and points of emphasis. The respective bases of these
ditferent strands can be described as follows: (1) Classical thought (including that of Marx); (2) Marxist |
theory; (3) Competitive analysis; (4) Incomplete or imperfect markets for the factors of production; [5]|
Costly or imperfeet or assymetvical information; (6) Uncertamty models; (7) Principal-agent models (with
the principal maximizing the residual gains); (8) Interlinked transactions; (9) Transactions cost; (10) Cost
sharing in sharc-cropping; (11) Tenancy viewed as a resource adjusiment device; (12) Tenancy as a serecning
device: (13) Insceure short-term leasces as an instrument to achicve allocative efficiency; (14)"Game-theoretic
models: and (15) Anthropological and related approaches, emphasising non-cconomic factors such as

tradition, purﬁnnul honds cie.

While some of these approaches overlap, this classificatory scheme brings out the richness of the
theoretical literature on tenancy. In this review, an attempt is made to describe some important theoretical

sues that have been rased i this hiterature.

Seeds of many ideas - Iater developed by modern scholars - are 10 be found in the works of classical
ceonomists, who were primarily concerned with the nature of "ground reat” in the context ol theories of

walue. Tenaney was generadly thought to discourape investment, particularly in the case of share-cropping. |

YA large number of reviews of the literalure on tenancy are already available.  Johnson (1950) and
Cheung (1969a) provide carly reviews, paying particular attention Lo the classical economists. More recently,
uselul reviews of the literaure have been written by Bliss and Stern (1982), Newbery (1977), Jaynes (1984),
Otsuka and Hayami (1989), Pcarce (1983), Quibria and Rashid (1984), and Srivastava (1989a).
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Jaynes (1984) provides an excellent exposition of the ideas of classical economists on l.f.tnancys, and is worth

quoting at some lengthe

"The classical position is that the appearance and adoption ol various land lenure systems is a
historical-cvolutionary process that has been conditioned by the development of monetized market
capitedivar and  alfected by efficeiney-improving changes in the orpganization of  agricultural
production. Basic (o this position is the idea that there are lour primary modces of tenancy:

1. Rent in the torm ol Lilbor

2o8hare renls

3. Fixed rents in the form ol produce
4, Fixed rents in the form of money

“They can be ranked Trom bottom to top with respeet Lo productive cllicicney but arce ranked top
Lo bottom with respect 1o evolulionary process.

“I'his position has been expounded, more or less explicitly, by a list of writers that includes A.
Turgot. Adam Smith, Richard Jones, 1. 5. Mill, Karl Marx, and Alfred Marshall. The most complete
stalement of the historical-evolutionary basis of the position, from which all subsequent writers on
the subject drew, was enunciated by Richard Jones. According to this position the mode of tenancy
is dictated by the development ol institutions and market conditions required Tor the support of
various tenurial Torms, In Jones's words {(Peasant Rents, p.8), an atlempt to understand land rents
must be accompanicd by the realization that "in the actual progress of human sociely, rent has
wstatty originated in the appropriation of the soil, at a time when the bulk of the people must cultivate
it o1 siech terms as they can oMain or starve.” ” (Jaynes, 1984: 44-45)

The tenant is alrcady scen 1o he receiving his reservation price as he pays monopoly rent. 1t s

iggested: “Thgh or Tow wages and profit are the causes ol high or low price; high or low rent is the elfect

of 1.

That sharc-cropping discourages investment is already noted by Smith (1982: 491): "It could never,

hawever, be in the interest even of this last species of cultivators [share-croppers] to lay out, in further

miprovement of the fand, any part of the little stock which they might save Irom their own share of the

produce, because the lord, who laid out nothing, was to get one-hall of whatever it produced. The tithe,

which ix but o tenth of the produce, iy fownd o be a very great hindrance to improvement. . A tax, therefore,

witieh amonnted 1o cnre-half must fiave been an effectivad bear to .

However, il wis Marshall (1956) who lor the Tirst time showed that the above argument could be

applicd to current inputs (cireulating capital), which tend to be under-supplied by a share-cropper if he is

fice to choose their fevel. The theoretical argument apart, Marshall recognized much merit in share-cropping

M

—
-

See also Crhosh ( 1985),

Adam Smith (1952), Chapter X1, in particular its introductory pages 247-244,

" Emphasis added. Interestingly, the discussion ol sharecropping, is not to be found in the long chapter
on the rent ol the Land (Chapter X1 in Book 1) but in Book Three, in a chapter entitled, "Of the
Discouragement of Agriculture in the Ancient State of Europe alter the Fall of the Roman Empire”.
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ander certain pre-existing cconomie conditions.®  He also recognized that the tenant may not be free o
choose input levels. Marshall’s theoretical argument can be readily captured from Figure 1.1, A share-
cropper will choose to apply OM units of labour, as compared 1o OL units of labour il labour resources were |

!
used clficiently.” Mathematically, given a concave production function F with land (h) and labour (1) as its

arguments, the tenant chooses | o solve the lollowing optimization problem:

max  (1-r).F(h,]) - w.l _ (1)
!

where 1 and w are, respectively, the given share rate and market wage. This leads to the familiar first-order

conditiom (FOWY:
(1-r).F, = w (2)

indicating the inefficient use of labour by the tenant since the marginal product of labour (Fy) remains higher
than the opportunity cost of labour (w). Bliss and Stern (1982) and Jaynes (1984) cmphasizc that the so-
called Marshallian theory is not Marshall’s theory at all but only a demonstration ol inefficient allocation of

resourees for a given set of market conditions. Johnson (1950) suggested three ways in which efficiency could

Y Uhe preconditions are gencerally recognized today as absence of perfeat lactor markets and insurance
arrangements,

" Much later. Hsino (1975) used the Conse Theorem to show that this position is untenable, il there are
no transactions costs (lor a lucid exposition ol the Coase theorem as well as some examples, including that
ol sharc-cropping, sce Silberberg, 1978: 494.501).  According to the Coasc theorem, il there are no
transactions costs, then "Parcto optimality is necesssarily implied”, since individuals will exhaust all gains from
trade.  In Figure 1.1, the share-cropper will choose to apply OM units of labour.  However, il further
contracting is possible then the landlord will pay the tenant 2 minimum reward equal 10 JKB (above the
tenanl’s initial sharc) Tor applying labour QL. Both sides stand 1o gain by lurther contracting, since the
Lindlord™s net gain is cqual to JPB. Henee, exhavsting all gains Irom trade implics the same ¢lficient labour
application under the wage system or the share-cropping system, provided that there arce no Lransaclions costs
(iLis casy Lo see that no prolitable trade is possible beyond point L on labour axis). This argument 15 useful
in proving that labour allocation will be clficient for any given share rent, r, even if the tenant is free to
choose the labour input. This whole approach, however, really ends up showing the non-existence of share-
cropping il the share rent itsell is open to contracting. To sce this, assume that the landlord specifies a
higher share for himsell (¢ > r) to begin with. This is represented by the broken ling ZUTS in Figure 1.1,
The contract will remain aceeptable to the tenant so long as (1-)MP) (where MPy s the marginal product
of Tabour) passes through the horizontal line CIB3, specifving the market wage rate. By the Coase Theorem,
cxhausting all possibilitics of gain from trade implics a labour input OL, but the landlord receives a nel rent |
of STBA under v against a lower net rent of LIBA under r. The argument can be applied until the share !
rent, 1, is such that (1-r)MP docs not cross the line specilying the wage level, except at point C. In this case
the contract is anyway cllectively reduced o o wage contract and the tenant is pushed down to his
reservation eurve. From Figure 1.1, it is obvious that the maximum gain to the landowner acerues [rom wage
labour Tarming.  Indeed. existence of transactions costs in the markets lor lactor inpuls, including those
arising in the labour market (monitoring and contract enforcement costs, labour dualism), has been
considered as an important reason for the existence ol sharc-cropping.  And the Coase theorem is
mapplicable in such o contest,
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be achieved in o sharc-cropping contract: (1) the tandlord grants only short-term leases;'? (2) he specifies
the inputs 1o be supplicd by the tenant; and (3) he shares in the costs. At least the lirst two of these three
routes to cllicicney were aheady mentioned by Marshall. e also recognized that clficiency could be
achicved by the lindlord providing part of the input costs (circulating capital) “to suit the exigencies ol cach

speeial case™. !

The first rouie o clliciency in sharc-cropping (reliance on short-term lcases) was formalized by
Newbery (1975a). More recently, ‘Tashm (1989) has constructed a model of sharc-cropping incorporating,
msceurity of lenure by sctting the probability of contract renewal to zero il the yield on the tenanted land
falls below a pre-defined level. In this model, only share IE:T‘I.':IIZI{.'.}" and wage conlracls exist. Taslim shows
that insceurity of tenure ensures a desired intensity of cultivation even when the tenant chooses the inpul
level and the amount of land he may lease. With a strictly concave production function, a stable and unique

cauilibrinm exists so that amount ol i leased and the equilibrinm oor Tor required yicld are determined

by the demand and supply conditions in the markcet,

The second route 1o cllicieney (e, the hindlord specilying input levels) was lormalized by Cheung
(1908, 190 %), Cheung, notes that il the tenant is Tree to make choices about land and labour, then he will
have an anterest in spreading his labour over larger and larger amounts of land (more preciscly, the tenant
demands land until the marginal product ol land goes 1o zero). He constructs a model in which the landlord
maximizes his income by controlling the amount ol land leased, the share rate and the 1enant’s labour input,
subjeet to the constraint that the sharc-cropper must get a return equal to labour time multiplicd by the
market wage rate. In this model, full ¢lficicncey is restored as the landlord receives the marginal product of

land as rent per unit arca and the wage rate equals the marginal product of Iabour,

Cheung has heen eriticized by Bliss and Stern (1982) for his mistaken view ol Marshall. The most

severe eriticism ol Cheung's approach is found in Jaynes (1982), who quite rightly says (p.347):

“Even belore the Lagrangian is Tormed and the maximization taken, it is a lorcgone conclusion that
the wagee will equal the marginal product of Labour and the rent per acre equal the marginal product
al hind. The tenant's representation in this process is superfluous. Temants make no real choices
as o labour supply, but simply choose over various all or pothing offers made unilaterally by the
landlords. In a command society, an income-maximizing dictator will choose an efficiemt zllocation
too. The role of the wage in Cheung's analysis is just Lo ensure efficiency. The model is ad hoc.
Why do not the landowners simply ollTer tenants the competitive wage?”

Indeed, i his model, Cheung necd not have taken the trouble ol considering the parcellization ol

land into m equal parts as a choice variable for the landlord.  In any case, m remains indeterminate in the

1 Johnson himsell discussed this route to efficiencey at some length,

' Bliss and Stern (1982: 57-60) provide a fromal proof of this proposition.
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nudel. So long as the landlord’s choiees are subject to the constraint that the share-cropper gets paid

} - * ] - L] -
", the clficiecncy result 1s achieved cven with just onc tenant

cyiiverfent wages  for stiprdated  labour
rrespective of the size of the landholding of the landlord.  Cheung's model withowt parcellization of land

is mven below. The landlord’s problem s to maximize his rent:

max  r.F{hD) (3)
rl
s.t. (1-r).F(h,l) = wl (4)
where r, hy 1 and w respectively are: share rent (controlled by the landlord), size of the landlord’s holding,
lahbour input a8 stipulated by the landlord, and exogenously given market wage rate. From the constraint (4)
we immediately obtain the following relationship between the landlord’s choice variables r and |

F(h,1) - w.l
R r—— ' | (5)
F(h,l)

Accordingly, the landlord’s problem reduces to that of production with wage labour:

max F(h1) - w.] (6)
l

with the first-order condition F; = w, which corresponds to efficient labour use,

The only additional result that is achicved by dividing land inlo m equal parts (lor a conslanl returns
1o scale production function) is that landlord receives the marginal product of land as his rent per unit area.

The same result can be shown withoul parcellization, given constant returns o scale, by noting that the

corresponding production funclion satislics
F(h) = F.h + F. (7)
implying (from (3) and (7)) that the rent is equal to

rF(hl) = F(hl)-wl = F(hl) - F1 = Fh (8)

12 Note that, in Cheung’s maodel, the labour input s stipulated by the landlord and the tenant receives
a payment cqual to the value of his labour at the market wage, as stipulated by the landlord. Thus, it does
not matter whether labour is supplied by the tenant or hired in the market. Indeed, the landlord behaves
exactly as he would with a wage labourer. Intutively, it is clear that parcellization is irrelevant. The landlord
already has sullicient controls,
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Cheung (1968: T119) pocs on 1o say that given freely alicnable Land rights vnder private ownership,
cHhicient contracts are bound 10 cmerge, even il the landowner is ignorant of farming himscll. The above
statement does not hold true m a world characierized by uncertainty of production, imperlect or absent
markets for some factor inputs and the transaction costs associated with land sale. Cheung claims empirical
support for his model Irom the experience of Taiwan, a claim which has been seriously questioned by Barret

(1984} on Taclual grounds.,

Bardhan and Srinivasan (1971) question Cheung's assumption of a competitively determined share
rate. They construct a more general model allowing both the landlord and the tenant to maximize their
respective ntilities over the variables under their comtrol. Thus, the lindowner can choose the amount of
land he wishes to lease out and the amount of Labour he wishes to hire but he cannot choose the quantity
of abour Lo be supplicd by the share-cropper. The share-cropper has control over Lthe division ol his own
Libour time between culuvation on leasced land, outside employment and leisure, In this model, allocative

incthiciency re-appears.,

Newbery (1974 1060) comments thal "Cheung was correct in discussing a competilive Lheory of
shire temamey o Jand] the analysis of Bardhan-Srinivasan is incorreet L% Hle points out that in their
vptimization problem Bardhan-Srimivasan (B-5) do nol introduce complementary slackness conditions and
hence ignore the possibility ol available and being insulhcient (i.c. that ol a corner solution). In particular,
he eniicizes the cquilibriom with zero marginal produet ol land in the B-§ model. Nuwhury- gives a
rencridization ol the competitive model meorporating fixed-rent contracts and production uncertainty, He
shows that positive levels ol all contracts (wage labour, fixed rent and share-cropping) emerge and are

llicient evervwhere,

Commenting on this debate, Chao (1983: 295) says: “In fact, the dircet application ol marginal
amlysis 1o share wemmcey has ereated considerable confusion in carly cconomic Literature”. He suggests that
share tenancy be viewed as a partnership arrangement as opposcd Lo a buyer-scller arrangement - a view
that Tinds Favourable support from Palanpur (Chapier ), He points out that unconstrained maximization
exercises undertaken by the fandlord and the tenant lead o the landlord cquating the marginal product of
labour o #cro, just as the tenant equates the marginal product of land (o zero. He suggests that these
represent the Eindlord amd tenant tendencies rather than equilibrating conditions that can not be satisfied

simuliangcously,

Stighits's (1974 is the lirst major contribution incorporating uncertainty in a general cquilibrium
campetitive model ol lease contracts,. With inclastice Tabour, il both indlords and workers can mix contracts
then the cconomy s productively cificient. He also shows that, in this world, sharc-cropping contracts are

cedundant in the sense that any result with share-cropping can be generated by a suitable mix of pure wage
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1 L] l Ll +*
and pure rent contracls.”  With clastic supply ol lubour and rcro enforcement costs, the landlords will
specily Tabown 10 be supplicd by the sharc-cropper, Newbery (1977) and Newbery and Stiglitz (1979) extend
the model to include multiple sources of risk and imperfeet information, i.e. information that is costly and

assymmetrically held. They show that, in such an cnvironment, share-cropping oflers distinel advantages.

Stigltz attaches great importance 1o what he has later described as the “Imperfect Information
Favadigm™.  He constructs tests based on internal and external criteria for evaluating alternative theories
(Stiglitz, 1986), and shows the superiority of this paradigm. In a later contribution, however, Newbery (1983)
questions whether costly and assymetrically held information as an ceonomic argument for share-cropping
is meaninglul, given that these contracts are commonly found in communitics where lundlords and tenants
live in close proximity.  In lact, Rao (1988) has argued that there are distinet informational advantages of

within the village IraAnsaclionNs.,

Reid Jr. ¢ 1975, 1976b) obscrves Lhat in the presence ol uncerlainty ol a sequential nalure (e.g. over
crop cveles), shire-crapping oflers advantages by providing opportunities for re-negotiating the contracts,
Basu (19890 incorporates a limited liability clause in a model of leasing 1o show Lhe existence of share-
cropping as a solution to the landlord’s oplimization problem. The limited liability clause is simply this: in
an uneertain workl, the tenant Tiest assures himsell of @ minimum level of income belore the rent liability

comes nlo foree.

Newbery and Stighty (1979) see three distinet roles played by share-cropping in the presence of
costly and imperfeat information and in an uncertain world; these rclate Lo (a) incentives (share-cropping
v, wage labour); (b) screening ol labourcers with different abilities; and (¢) resource allocation.  In
Braverman and Guasch (19843, the need for sereening deviees in an environment ol imperlect information

leads 1o the interlinkage ol lease and credit contracts.

The literature on interlinking of transactions is vast (comprehensive reviews are provided in Singh,
foan, and Taslim, 1983). Interlinkage of transactions has been viewed by some scholars (e Bhaduri, 1973,

and Bharadwaj. 197-8 Pant, 1980, Srivastina, 1989D) as devices lor the exploitation ol poor tenants by

14

powerful landlords, and has been scen as a characteristic of scmi-feudalism. On the other hand,

3 An clegat prool of such equivalence relation is also given in Bliss-Stera (1982). They specily the
conditions necessary Tor obtaining this result and discuss how cach ol these condition may be violated in the
real world,  Currie (1951) treats with suspicion any assertion claiming "cquivalenee” (in terms of resourse
allocation under them) or any dogmatic ranking ol alternative institubional arrangements such as share-
cropping and fixed reat wenancy. He has constructed models of land market in a competitive framework.

H The semi-feudalism argument has been repudiated by Gupta (1980) and Rudra (1978).



11

mterlinkape has also been viewed as a vational response ol agents in the presence of ancertainty, imperfect

i _ . 5
Lactor markets and assymetrically held (or costly) information.”

Parallel to the development of the interlinked transactions appraoch, in chronological terms, is the
development of principal-agent models of leasing behaviour, Ross (1973) formulates the principal’s problem
as that of sctting a fee schedule for the agent in the presence of moral hazard, and suggests that the solution
to the principal’s problem, in gencral, will not be pareto efficient. Shavell (1979) shows that if the principal
only knows the outcome and cannot obscrve the agent’s cllort, and if the agent is risk averse, then the pareto
oplimal fee schedule has the Jeature that the agent’s reward depends on his effort but he never bears all the

risk.

The principal-agent problem is standardly formulated as the maximization of residual gains by the
principal alter the agent has been assured ol a certain reservation price or utility. This formulation is explicit
in Hurwicy and Shapiro (1978), who also arrive at the interesting result that the optimum share is 509% for
aeven class of uiihity Tunctions of the agent (additively linear in consumption and quadratic in disutility of
cllort), Eshwaran and Kotwal (19835b) construct a model, using the technique ol maximization of residual
manins, o explain sharc-crapping as o widclv-observed phenomenon (over time and in dilferent countries) by
incarporating supervision and managemoent skills, Their model also has the feature that the optimum share
tite does not deviate much Irom 509%. . Bell and Zusman (I‘J?fi}”’ and Roumasset (1979) construcl game-
theorctic models leading 1o share rales close to 50%,., whercas Allen (1985) reaches the magic Ligure by

constructing o model incorporating the delault hypothesis.

Braverman and Srinivasan (1981, 1984) have constructed a model ol tenancy-credit interlinkage
showing thit cven it the hindlord only controls the sive of the tenant’s holding, the tenant s always pinned
o his reservation vty level, This has important imphications lor partial policy relorms: even if the tenant

s even aceess Lo subsidized institutional credie, its benetits Tully acerue to the indlord.

One important theme ol the literature on share tenancy has been that ol cost-sharing - the third

- route which Johnson (1950) sugeested o allocative clliciency (as mentioned carlier in this :-'.ucliml},” Early

Y oGee Braverman and Srinivasan ( TO81, 1984), Braverman and stiglity (1952, 1986D) and Mitra (1983).
Braverman and Stighity ( 1986h) consider the Bhaduri thesis 1o be plausible,
1% Bell and Zusman (1976, 1979, 1980), and Zusman and Bell (1989) have writlen a series of papers
applying game theory (o the study of contractual markets - in particular markets for rental contracts. More
recently Basu and Bell ( 1991) have usced the game-theorctic approach to model the fragmentation of rural
HHIIR Y

T Marx (1974: 803), though he devoted only one paragraph to the phenomenon ol share-cropping,
alrcady talks of the cost-sharing aspect ol share contracts when he says that the landlord and tenant provide
parts vl the working capital.
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theoretical work imcorporating  cost-sharing to achieve allocative cificicney in sharc-cropping (without
nncertainty) inclwdes Pleady (199497) and Adams and Rask (1968), Bliss and Stern (1982) provide a proof of
the proposition that, "uoder certainty, any combimation of inpuls levels which can be achieved by the landlord
stipulating those levels |in a share tenancy contract| can also be achieved by cost-sharing.” Bardhan and

Srinivasan (1971) show that the equilibrium rent s higher with cost-sharing than without it,

Jaynes (1982), in o model of tenancy with capital rationing (duc to imperleet eredit markets), arrives

al the important result that, il the kindlord and tenant extend credit 1o one another by sharing cost of capital
impuls, profit maximization requires thal they eoter a sharc-contract arcangement” (p358). Inoa research
note, Bardhan and Singh (1987) incorporate moral hazard in a model of sharc-cropping with cost-sharing
where the input levels actually applicd are not obscervable by the landlord. Braverman and Stightz (19864a)
show that cost-sharing olfers no additional advantages over speciflication of input levels by the landlord if
mputs are obscervable. They argue that the practice of cost-sharig is explained by the presence ol imperfect

inlormation, since the tenant is in a betler position to make input level decisions based on uncertain weather

conditions and soil type. This deseription may be reasonably accurate for non-resident, non-cultivating

Lindlords but as not convincing when the imdlord s a resident cultivator ol some portion ol the land.
Sharma and Dretcee (1990) have argucd that the practice ol cost-sharing in the face of imperfect credit
market makes sharce-cropping an attractive tenancy contract when both the tenant and landlord houscholds

Bice resouree consirianl s,

Alston and Higgs (1982) have suggested that dilferent hypotheses formulated in theories of lease
markets arc complementary rather than competing. They hold the view that sansaction cost modcels offer
special promise in explaining the cmpirieal diversity of  contractual terms over time and space. '8
Transaction cosls assume importance in a world characterized by imperfect or absenl markets tor lactors
ol production. In the Newhery and Stiglitz (1979) model, share-cropping reduces enforcement costs in the
presence ol Tabour market uncertainty. Pant (1983) explicitly incorporates Lamily labour (including its
management skills) in a model ol sharc-tenancy.  Datta and Nugent (1981) argue that sharc-cropping is

explained by dillerent monitoring costs entailed in different types of tenancy contracts. The presence of

monitoring costs in Mitra (1983) leads 1o interlinkage ol eredit and tenaney contracts, Taslim (1994) presents

a4 model explaining multiple leasing (leasing from /Lo many landlords /tenants) by invoking transactions costs
with risk-averse agents. Quibria and Rashid (1980), in a general cquilibrivm model wath imperfeet labour
and bullock markets, arvive at many interesting and plausible results regarding the supply ol sharc-cropped
Bl s well s regsading the incidence of shaone cooppings as the pacianctens ol the model e ehanged. The
incidence of sharc-cropping goes up with greater transactions costs ol wage labour and goes down as the

clasticity of substitution between the lactors of production increases.

B On the importance ol ransactions costs in the cconomics ol contracts, sce Datta and Nugent (198Y).
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The notion of imperfect or absent factor markets (and the related problem of indivisibility of certain
capital inputs) leads Bliss and Stern (1982) (o construet a model which could be called the Desired Cultivated
Arca (DCA) or resource adjustment model.'?  The DCA of a houschold is a Tunction of its resource
endowments, including those of (a) family labour and (b) capital assets (including implements). The degree
of adjustment to DCA depends on the actual market conditions (in particular the supply of land). In this
model, the terms of contracts are taken as given and fixed, and the quantity of land actually leased depends
on DCA, land already owned, other resources and the degree of adjustment a houschold is able to achieve,

Further discussion ol the DCA model of leasing is contained in Chapter 12,

Abscnl or imperlect markets [or some factor inputs has obvious implications for the intensity of
mput use under dilferent cultivation arrangements. The simplest way to show this is o consider a simple
model ol production with land and labour as the only inputs. With dualism in the labour market, the
opportunity cost ol Tamily labour to the tenant is much lower than the market wage (further discussion in
Chapter 7). 1t s casy 1o show that labour will be more intensively applied under sharc-cropping (even when
the tenant is Iree Lo choose it) than under wage cultivation, when the gap between the market wage and the
apportunity cost ol Tamily labour (o the tenant is sulliciently large (if the lawer is less than (1-r) times the
market wage). This is demonstrated graphically in ligure 1.1, With w, as the opportunity cost of labour to
the 1enant, he applics labour ON, which is greater than the intensity of labour (OL) under cultivation with

wage labour,

However, this argument does not imply the allocative efficiency of production under share-cropping
unless wy is assumed to be zero (as in Raquibuzzaman, 1973, and Pertev, 1986; the latier assumes leisure (o
have zero unility). 1t only questions the notion that the market wage is the appropriate eriterion for the
clliciency argument.  In this model, hxed-rent contracts alone yield ¢lficient production, with intensity of
labour use being OQ. To understand share tenancy, invoking market imperfections in the capital market

and uncertainty become necessary.

Belore concluding this overview of the theoretical literature, brief mention may be made of some
interesting contributions from the standpoint of approaches that, in a sense, have not been in the mainstream
ol the tenancy debate. There is a lairly large body of literature on tenancy that can be regarded as belonging
o the Marxist tradition. The Marxist authors have generally focused their theories on the surplus

. . . b 3] . H . o ' o : »
appropriation aspect of share-cropping®, and view sharc-cropping as a labour process and as an instrument

" Studies that emphasize resource adjustment as an importanl funclion of lenancy include: Alston and
Higges (1982), Birthal and Singh (1991)Jodha (1978, 1981a), Laxminarayan and Tyagi (1977b), National
Commission on Agriculture (1977), Rao (1985), Reid Jr. (1977), and Srivastava (1989a).

M See, Tor example, the special issue of the Journal of Peasant Studies edited by Byres (1983a). Scc also
Prasad {1987).
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by which the landlord has access to the tenant’s labour (c.g. Bhaduri, 1983, Pant, 1980). With Marx, they
see sharc-cropping as a transition-period phenomenon (prevailing during the cransition from feudalism Lo
capitalism) that should disappear with the development of capitalism (Srivastava, 1989h). Many of them have

Pertev (1986) has argued

emphasized the superiority of the Marxist analysis over neo-classical theories.”!

thal many puzzles relating o the existence ol share-cropping can be resolved by juxtaposing Marxist thought

and nco-classical tools of analysis,

Robertson (1987) has taken an entirely different, anthropological approach to the understanding of
sharc-cropping in his study ol the tenure systems in Alrica. He emphasizes the non-ceconomic lactors, the
bonds between the parties, and the influenee of tradition. He urges analysts 1o view share contracts in the
larger context ol social and historical process. Keyder (1983) also emphasizes the role of bonds of loyalty

between the landlord and tenant in a sharc-cropping arrangement.,

1.2.5. Summary Observations from Palanpur:

This scetion provides summary observations about the economy of Palanpur that are relevant to the
lunctioning of tenancy.* These inelude basic observations relating to the characteristics of various tenancy
contracts and 1enancy pariners (e, lessors and lessees), but not derived empirical lindings about the
conscquences ol tenaney Tor production and distribution, The first three ol the observations listed below
concern markets (for labour, credit and the services ol farm assets) that have an important bearing on
lenancy, cven though they do not involve land transactions. It will be evident from the review of empirical

literature of the next section that these lindings are not unige 1o Palanpur, and that similar observations have

been made in many other parts of India by other scholars.

The following are essential features ol the Palanpur economy and ol 1enaney contracts in Palanpur:
.

1. Agriculiural labour is non-homogenous; in particular, Family labour and hired labour are not perfect

L

substitutes (Chapter 7).

2 The credit marker is fragmented and imperfect (Chapler 8).

3. Many larm asscts arc indwvisible (Chapter 9).

4, Land sales and purchases are rare (Chapter 9).

A, In the lease market, the contract based on a 50% output sharing rule (batai) dominates but is not
the only share lease contract. Many other oulpul sharing rules exist (e.g. 259% or 33.3% of the
produce going to the tenant ), However, these cannot be viewed as a conlinuous speetrum ol shares
(determined through negotiation, bargaining or competition).  Each ol these sharing rules

21 See particularly Bagehi (1976) and Srivaslava (1989b).

L

2 . . . . . .
> The places where these observations are discussed in the thesis are referred 1o in the brackets,
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corresponds to a distinet type of share contract (with a distinct local name); the situation can be
described as one where there is a given "menu” of share-contracts (Chapier 4).

0. For a given share-cropping contract, input- and output-sharing rules do not vary between dilferent
lessors and lessces (Chapter 5).

7. Cost-sharing is a feature of all share-cropping contracts. The costs of non-labour inputs are shared
hetween the lessor and the lessee in the same proportion as output (Chapter 4).

8. There is bargaining over certain non-standardiscd aspects of the share contracts; in particular, the
lessor plays an active role in management decisions, e.g. the choice of cropping patterns (Chapters
4 and 10).

Y, Different tenurial arrangements (share rent, fixed cash rent, fixed kind rent) co-exist in the same
village.  This is, in lact, one aspeet ol the fragmentation of the lund lease market and is not
indicative of the equivalence of dilferent types ol lenancy contracts {Chapter 5). The fragmentation
of rural markets is quite common - see obscrvations (1) and (2) above lor labour and credit
markects.

100, It is more common lor a tenant to lease-in from several landlords rather than to be "tied” to a single

landlord. Similarly, land is more often leased-out 1o several tenants than to a single tenant (Chapter

5).
M. Leases are typically Tor a short-term duration of one year or one crop season (Chapter 4).
12. There is negligible interlinkage ol trade in different factors (Chapter ).
13. Cash rents are always paid in advance and they are signilicantly lower in value than average share

rents (Chapler 1),

14, Almost all tenants own some land ol their own and "pure” tenancy, in the sense of leasing-in of land
by the landless, is rare (Chapler 3).

| 5. There is no evidence of an age tenancy ladder (as proposed by Reid Jr., 1979, for USA). However,
one may observe a tenaney ladder in terms ol the resourcelulness of houscholds. The latter
phenomenon is reflected in the fragmentation of the lcase market,

145 Tenants and landlords exhibit very similar socio-cconomic characteristics in terms of social-ritual

status (caste), landholding, economic prosperity elc. (Chapter 5).

1.2.4. Review of Empirical Studies:

This scelion provides a bricl review of empirical studies of lcase markets in the contemporary world,
with special reference to India. A number of historical studies arc helpful in tracing the development of
different types of tenurial arrangements. Byres ( 1983b) provides a grand review ol share-cropping over two
millenia in different parts ol the world, Reid r. (1973, 1975, 19704, 1979), Alston and Higgs (1982) and
Mandle (1983) provide historical accounts of lenancy (in particular share-cropping) in USA, and Keegan
(1983) a similar account lor South Alrica. For India, a large number of historical studies of tenancy deal

generally with the legal aspects of land tenures and the nature of land rights in general. Few of these studies
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make use of non-official datin; Reddy's (19850, 1985h) important historical study of 1enancy in i distriet of
south India belongs to that category. Baden-Powell (1892), Chatterjee and Rudra (1989), Cooper (1983),
Guha (1987), Gupta (1963), Neale (1962), Padhi (1985), Sharma (1971), Sinha (1968), and Whitecombe
(1971) arc some important historical studies of land tenures in India. From these studies, it can be seen that
tlhe emergence of informal tenancy is a comparatively recent phenomenon and that the tenants and the
landlords obscrved in villages like Palanpur today bear very little resemblance Lo those portrayed by these
historical studies. In these studics, unlike in Palanpur, landlord and tenants are well-defined, stable and

highly uncqual social groups.

The isolation of village markets has important implications lor the contractual arrangements. The
idea of 2 moral cconomy of villagers is lucidly exposed in Bailey (1971)>*. Hc claims that villagers consider
their dealings (including trade) with outsiders not so0 much as moral or immoral bul rather in an "amoral”
perspective. This explains, lor instance, many of the relationships that exist between public lending agencies
and the villagers, Bardhan and Rudra (1980), and Rosenzweig (1980) note that Labour mobility even between
ncighbouring villages is very low, and that wages are often uncqual even across contiguous villages. Rao
(1988) notes that leasing out to outsiders is even more problematic and infrequent than inter-village labour

(rans:aclions,

The importance of uncertainty in agricultural production has stimulated much of the theoretical
literature on the rationale for share-cropping; the nature and implications of uncertaintly in agriculu;m have
also been the subject of empirical investigation.  Binswanger has carried out several interesting studies of
the risk-taking behaviour of [armers.2? On the basis of an experiment in risk-ltaking behaviour, Binswanger
(1980 406) finds that tenants tend Lo be no more risk-averse than the lessors. In Fact, the tenants are found
0 be less risk-averse when playing for small stakes. This is of some significance in understanding leasing
as 4 partnership (Chapters 5, 6). Rao (1971) finds important links between the risk characteristics of crops
and the choice of lease contracls in South India. He finds that share-cropping arrangements are more
frequent Tor crops with low levels of risk that also have little scope for decision-making on the part of the

fenant.

Imperfect markets for Tactor inputs and services have been noted by several scholars. These are

reviewed in chapters 7. 8 and 9 for Tabour, credit and other factors, respectively.

23 gee also Hill (1986).

H Gee Binswanger (1978, 1979, 1980), Binswanger, Balaramiah and Sillers (1982), Binswanger, Jodha
and Barah (1979); also Jodha (1978).
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Tenancy is a widely-used means of facilitating the combination of different factors of production in
productive activity. In India, large surveys (c.g. the agricultural censuscs and the National Sample Survey)
generally underestimate the incidence ol tenancy (Jodha, 1981a; Laxminarayan and Tyagi, 1977a, 1977b and
1983; Swamy, 1988). Village studies gencrally report a much higher incidence of tenancy. One reason is the
reliance of large surveys such as the agricultural censuses on land records: in India, tenancy is usually
unreenrded. or, as other aothors put it "concealed” or “informal” (sce the above relerences as well as Bliss
and Stern, 1982, Shankar, 1980). A signilicant incidence of tenancy is noted even in States like Kerala where

all forms of leasing are illegal (Kumar, 1991).

Sharc-cropping is the most widespread form of tenancy in India, though there are wide regional
variations in the incidence of different types of tenancy. Sharc-cropping is particularly important in central
and castern India, including Uttal Pradesh (where Palanpur is situated). Jannuzi and Peach (1980), Pandian
(1987) and Rudra (1973b) give cvidence ol sharc-cropping accounting lor virtnally all leased land in
Bangladesh and West Bengal. A high incidence of sharc-cropping has also been noted in other cuunt.riﬁs,

particularly in Asia, c.g. Pakistan (Nabi, 1986), JTava (Morooka and Hayami, 1989).

While a particular form ol tenancy sometimes dominates in a given area, il is common Lo find many
lorms of tenancy arrangements co-existing in a village (Newbery, 1977; Rao, 1985; Rao, 1988). The lact that

lease contracts are typically short-term is noted by Kumar (1991), Rao (1985) and Srivastava (1Y8Ya).

It was noted carlier that many theoretical models are based on a view ol the tenant as a poor,
landless labourer while the landlord is in a position to "dictate” the terms ol contract (subject 1o providing
a4 certain minimum income or utility to the tenant). There is a good deal ol evidence that, as [ar as the real
world is concerned, Lhis view is olten seriously misleading. For instance, a large body of empirical literature
discusses the observed phenomenon of so-called “reverse tenancey”, i.c. leasing-in of land by bigger
landholders from smaller landholders (§ 5.2). In Palanpur, we find that the lessees and the lessors come
from similar socio-cconomic backgrounds on average. A similar finding is reported in Singh (1V89). A
rclated and important aspeel of the contemporary land lease market in Palanpur is the virtual absence of
leusing-in by landless houscholds. This is also noted by Bardhan (1976), Bell and Zusman (19706), Chadha
and Bhaumik (1991), Jannuzi and Peach (1980), Narain and Joshi (1969) and Pearce (1983). Bharadwaj and

Das (1975a), on the other hand, ind almost all tenants to be landless persons in a study of some villages in

(Irissat.

Comparatively Tew studies have concerned themselves with the details of ixed-rent tenancies. The
lew that do invariably lind that cash rents are paid in advance (Bharadwaj and Das, 1975a; Morooka and
Hayvami, 1989 Singh, 19897 and Srivastava, 198%a). This suggests that cash-rent leases are scen as important

means of raising cash resources, particularly in the light ol the fact that cash rent: are generally much lower
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than the equivalent value of share rents (Bhalla, 1983; Cooper, 1983; Johnson, 1950; Morooka and Hayami,
1989; and Rao, 1971). Of course, other important reasons for advance collection of cash rents, and their low
levels, are the high risk ol default when the rent is collected alter the harvest and the higher production risk

faced by the tenant in a cash rent lease.

The sharing of inpat conts hetween lessor and lessee ina share-eropping comtract is associated with
lechnical advancement in agriculture and is very widely observed today. Jannuzi and Peach (1980) find that
the landlord in Bangladesh does not share in input costs. Srivastava (1989a), in a study of three villages of
Uttar Pradesh exhibiting varying degrees of technical advancement, finds that cost-sharing is common in the
advanced villages but not in the backward village. Rao (1985) and Singh (1989) also report the universal
practice of cost-sharing in their study villages.  Nabi (1980), in a study ol rural Pakistan, linds that some
labour costs oo are shared by the lessor. Rudra (19754, 1975b) and Bardhan and Rudra (1980a) note the
practice of cost-sharing in a large study of over two hundred villages in four castern and central States of

India, and have reported various patterns ol cost-sharing - and their relation 1o output sharing.

Although share-cropping is popularly scen Lo be synonymous with the 50% output-sharing rule,
evidence of other outpul-sharing rules has been widely found. Rudra (1975b) gives cvidence of some ten
output-sharing rules in different villages in castern India. Jannuzi and Peach (1980) note regional variations
in the dominant output-sharing practice in Bangladesh. Bardhan and Rudra (1980a) rclate different patterns
of vutput-sharing to dillerent cost-sharing practices.  However, the 50% output-sharing rule generally
dominaltes, and, as noted carlier Tor Palanpur, different owtput-sharing rules normally correspond o different
sharc-lenancy contracls with different cost-sharing rules (rather than to a different distribution of benefits

or balimce ol power between lessor and lessee).

The phenomenon ol interlinked (ransactions in two or more [actor inputs has generated much
theoretical literature.  However, evidenee of the widespread incidence of this phenomenon is rather thin.
The strongest empirical evidence of interlinked transactions comes [rom Bharadwa) and Das (1975a,b).
Bardhan and Rudra { 1980a) and Rudra (1975a) do find evidence of such transactions in some of the villages
studicd, but the overall incidence of interlinkage is rather small. Jodha (1981b) and Taslim (1988) too have

noted the meagre nature of empirical evidence on this much-discussed phenomenon.

According 10 one school of thought, the institution of tenancy - and in particular share-cropping -

inhibits technical change (innovations). Relatedly, it has been observed that share-cropping has gone down

or disappearcd with technical progress - particularly with mechanization (Sce Day, 1967; Bhalla, 1976, 1977, |

1983). The first that tenancy inhibits technical innovation was put forth by Bhaduri (1973) and has been
supported by Jannuzi and Peach (1980) in the case of Bangladesh and by Mandle (1983) in case of USA,

However. most scholars consider this view with suspicion, Bardhan and Rudra (1980a,b) cite evidence from
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the very same region, held as an example by Bhaduri, to show that the lessor does not come in the way of
innovations.  Hart (1986), Nabi (1986) and Rao (1985) among others have found that the existence of
lenaney is no impediment o technical progress. This conclusion lits with the observation that lessors
generally take a lot of interest in cultivation decisions, including the choice of technology (Bardhan and

Rudra, 1980a.b; Srivastava, 19589a).

In this thesis, a lot of ecmphasis is laid on the view of tenancy as a device that facilitates the pooling
of productive resourees (land, labour, credit, farm assets, cte.). Tenancy is scen primarily as an adjustment
process of land 1o other factors of production. This view has been supported from cxperience by Birthal and
Singh (1991). Rao (1985), Jodha (1981h), Reid Jr. (1977). These studics cmphasize the gains from

conperation between lessor and lessee, the flexible nature of sharc-cropping leases, and the notion tenancy

as o partnership with strong mutual benehits.

Lastly, the number of empirical studics that focus on the issuc of elliciency in the use ol lactors of
production is very large. A review of these studics is taken up in Chapter 11 (§11.1), and we shall omit the
details here. The evidence on the question as to whether share-cropping leads 1o a misallocation of factor
inputs remains, so far, inconclusive. A survey ol empirical evidence [rom all these studics suggests that there
are al lensl certain circumstances when cultivation practices on share-cropped land arce not signilicantly

dillerent Trom those m.lu.‘.-[‘.-ln.:d on owner-cultivated land.

1.3, Outline:

This study can be scen as consisting of four disctinet parts. The first part (chapters 2-3) contains
a description of the ficld work and of the village cconomy. There have heen important technological and
demographic changes in the village over past 25 years. Increase in population, diversilication in occupations
and incresing capital intensive nature of agriculture are some of the factors that arc important {for functioning

nl lenancy.

The .-.l.:t.:uun.d part (chaplers 4-0) discusses tenancy contracts, and the relationship between the lessors
and lessees, Chapter 4 provides a detailed examination of the dillerent types ol contracts that can be found
in Palanpur. The most [requent tenancy contract, called batat, is one where output and cash inpuls are
sharcd cqually between lessor and lessee. This standard contract coexisls with a number ol alternative
fixed-rent and share-rent contracts. The diversity of available contracts is an importance source ol flexibility

in the up-.:r:nliun ol tenancey,

Chapter 5 investigates and contrasts the soctal and cconomic status of lessor and Jessee househaolds.
s found that lessors and lessees have quite similar backgrounds in terms ol characteristics such as land

ownership, labour endowments, income  and caste.  Moreover, changes ol tenurial status for particular



2(}

houscholds between ditlerent years or even scasons are very Irequent. These findings are in sharp contrast
with the traditional view of “remant” and “bindlord” standing in o rigid hicraechical relationship, 1t s
suppested that this relationship can, in many ways, he more accurately deseribed as a "partnership” or

cooperative conllict.

Chapter 6 discusses some further aspects of tenancy partnerships on the basis of qualitative
information derived from a "Discussion Questionnaire”, While many lessces would like to lease in more land,
most lessors do not report any constraint on the amount of land they chose to lease out. Lessees express
clear and strikingly similar preferences between different types of contract, with cash rents being preferred
over share rents, Lessors express clear preflerences in the reverse direction. Both lessors and lessees rﬂpnr't
that honesty is a highly desirable quality in a lease partner. In addition, many lessors seek resourceful and
hard-working lessees.  The importance attached 1o honesty is consistent with the view of wenancy as a

partnership where joint decision-making is incvitably important.

The third part (chapters 7-11) examines the insertion ol tenancy contracts in the village cconomy,
Particular attention is paid 10 the relationship between tenaney contracts and the functioning of factor
markets. We begin, in Chapter 7, by considering labour transactions, which arc ol crucial importance in this
context. 1t is argued that a strong "dualism” exists between hired labour and family labour, in the sense that

these two can by no means be considered as perleet substitutes. In particular, a great deal of family labour

(especially female and child labour) is non-marketable, and is often regarded as having a low opportunity -

cost by houschold heads. Tenancy arrangements can then be seen partly as a means 10 put L0 use these non- |

markcelable labour resources.

The analysis carricd out in Chapter 8 with respeet to credit transaclions is, in some ways, quile
similar. The credit market in Palanpur appears (o be highly [ragmented, with very different opportunily costs
applving 1o dilferent houscholds or dilferent situations. This must be viewed in juxtaposition with two
important empirical lindings - (a) generally low levels of houschold incomes (and hence savings) and (b) high
cash (working capital) requirements ol modern agriculture. The problematic nature of credil transactions
provides a [urther motivation lor particular chosen lenancy arrangements, which can indeed be seen as an
alternative means of achicving the combination of land and capital in productive activity. This, in particular,
provides a rationale Tor share-cropping opted by the majority of the cash constrained tenants.  Rising (but
dill at a low level) incidence ol cash tenancies can also be understood as a response of poor landowncrs
dhort of cish who leasc-out 1o riise money where they are unable (or unwilling. - in ¢ither case due to

rigiditics in the credit market) 1o do so n the eredit markel.
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Chapter 9 begins with discussing low volume ol land transactions and henee ownership pattern can
be taken as a datum. The rest of the chapter briclly discusses markets Tor other major production laclors
as well as for agricultural outpul. In some cases, the transaction costs that pervade labour and credit
markets re-emerge here in dilferent forms. For instance, pricing and hiring practices relating to the services
ol drought power and waler extraction devices tend to raise the opportunity costs of these services for non-
owners vis-a-vis owners ol the corresponding assets, creating a dualism similar to that between family and
hircd labour. On the other hand, there is little evidence of similar [eatures applying to the purchase of seeds

or chemical fertilizer, or o the sale of agricultural output.

Building on these obscrvations, Chapter 10 offers some general comments on the determination of
contractual terms Tor actor tramsactions in Palanpur. A distiction is made between "negotiable™ and "non-
ncgotiable” contracts: the terms of negotiable contracts, as the expression suggests, are a matter of agreement
or bargaining between the partners involved, whereas the teems of non-negotiable contracts Tollow village-
wide norms or standards. Thus, batai is a non-negotiable contract, since the terms of such contracts
(including the division ol outputs and input costs between lessor and lessce) are the same irrespective of the
identity of the partners. The same applics o daily-wage labour contracts: the daily wage rate is the same
for all labourers and employers, even though pronounced and known dilfercnees exist between the
productivity of different labourers. On the other hand, picce-rate labour contracts and lixed-rent tenancy
contracts arc “negotiable”, with compensation levels being based on mutual agreement between the partners.,
Chapter 10 discusses the implications ol this distinetion, and various aspects of the determination of
contractual terms for both types ol contracts.  In particular, it is argued that the rigiditics intrinsic to non-

negotiable contracts in Tactor markets are an important source of transactions cosls.

In the light of these lindings, Chapier 11 takes up the much-discussed issuc ol the clfeet of tenaney
contracls on agricultural practices, output and incomes. Input levels on owned and leased-in (in particular.
share-cropped) plots turn out to be very similar, and there is no statistically sigmificant difference in oulput
per acre between these two types ol plots. Further, crude simulation excreises suggest that land reform
programmes ol the “land-1o-the-titler” type would have littde effcet on the distribution ol income or even on
poverty levels.  In other words, the ceonomie changes that result from the shilt in the distribution of
cultivated land through tenancy are quite similar 10 those that might result from a corresponding shift in the
distribution ol the owned land. Compared with a situation where there is no redistribution of either kind,
and where tenaney contracts are simply abolished so that the combination ol production factors has 1o take
palee mainly theough aibow and capital transactions, fenaney can hie seen to achicve o major improvement

- . " 1 L] J
in the efficieney ol resource allocation. .

In the final part of the thesis (chapters 12-13), empirical analysis gives way Lo some theoretical and

policy considerations.  In Chapter 12 a simple model is developed assuming lixed labour/land and fixed
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capital/land ratios. This is in contrast 1o the marginalist analysis that has been generally Tavoured in the
estant literanne, Coesistence ol wape Tahoue, share-cropping and Bixed (cash) rent tenaney is explained in
the model and the coexistence of the Tatter two is seen as symplomatic ol fagmentation in the lenancy
market.  Most of cash constrained tenants lease-in on share-cropping.  Only poor landowners, sverely
constrained for cash resources lease out on cash rent 1o cash rich tenants. A modified Bliss-Stern model of
leasing behaviour based on the agents trying to achieve their desired cultivated area (itself a function of their
labour and capital ecndowments) through tenancy is developed and estimated. The explanatory power of both
the models (Bliss-Stern model as well as the modified model) is much lower in 1984 compared to 1975
Palanpur. Residual analysis indicates that caste appears 10 have some influence (though coeflicient of caste
in & regression cquation s statistically insignilicant).  There is no apparent pattern in deviations of the

predicted values from the actual observations of the leased area on the landholding scale of the households.

Finally, a summary of lindings and some policy implications of this rescarch are presented in the

concluding Chapter 13,



Chapter 2
THE FIELD WORK

2.1. Introduction

Village Palanpur was originally chosen for study in 1974 by Profs. C.J. Bliss and N.H.Stern. It was
decided 1o re-survey the village in 1983, This author joined the research team as a Research Associate for
the re-survey directed by Christopher Bliss, Jean Dreze, and Nicholas Stern. The reasons for the original
choice of Palanpur for a village study (in 1974-75) are discussed by Bliss and Stern (1982) in their book -

Palanpur,

Palanpur sharcs much in common with most medium size, irrigated villages of West Uttar Pradesh,
Some demographic and crop statistics for Palanpur, Uttar Pradesh (rural) and India (rural), provided in
Table 2.1, indicate striking similarity in these details. As compared to all India figures, both Uttar Pradesh
and Palanpur show equally poorer literacy levels -- more so for females. Palanpur has much higher irrigation
as compared 1o U and India and correspondingly has higher cropping intensity. Current crop yiclds are

similar for most of the crops compared except Tor sugarcane and potato.

The above comparison is not 1o show Palanpur as a representative Indian village. The exercise is
undertaken only 1o reassure that the study village is not a strikingly unusual one. Table 2.2 gives distribution

of villages by size in Uttar Pradesh and India. Palanpur was inhabited by 960 persons in 1983.

The village is small cnough to make intensive study at the level of houschold. At the same lime it has
enough variation on most counts 1o provide rich data for analysis. There is enough varicty in the terms of
different types of contracts for tenaney, labour, eredit cte. IUis o multi-caste village. There is large variation
in income, occupations, kind ownership, cultivation holding cte. Thus, the village chosen offered a good

ground Tor understanding various cconomic phenomena.,

Inventory of Information Collected

The collection of data through filling of work-schedules was started in October 1983 and concluded in
December 1984, The data was collected for three main crop scasons - Kharil 1983, Rabi 1983-84 and Kharifl
1984 and two minor Zaid scasons between Kharif 83 and Rabi 83-84; and between Rabi 83-84 and Kharif

84. Schedules were designed o cover details of village cconomy, such as:

(a) Demographic details - houschold structure, education, main and subsidiary occupations, remitltances

to/rom relatives living outside.

23
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Table 2.1: and India

Summary Rural Statistics: Palanpur, UP

ITtem

Palanpur UP(Rural)

o ——— T R ——— =

India(Rural)
Population Density (per km®) 460 314 172
Sex Ratio (1000xF/M) 932 893 952
Muslims/Population (%) 12 13 10
SC-ST/Population (%) 26 23 27
Literacy (%)
Male 24 35 41
Female 5 10 18
Total 15 23 30
Irrigated area (%) 96 46 29"
Crop Intensity 1.44 NA 1.20
Crop yields (1983-84) (killogrammes/Hectare)
Wheat 1627 1890 1843
Paddy 2067 1899 2183
Eajra 781 867 653
Jowar 973 845 725
Sugarcane 20170 46353 55978
Potato 11923 18554 15299
Sources: Government of India (1982, 1983, 1984a,b,c, 1985)

Notes: (*) Irrigation for India is fnr.year 1980-1.

1. Demographic details for UP and India for year 1981.
2. SC-ST mean Scheduled Castes and Scheduled Tribes.
3. Per capita incomes for rural UP and India is not available.

Size Distribution (%) of Villages by Population

in Uttar Pradesh and India

Table 2.2:

Uttar Pradesh

Population
size group

. N SN NN NN I NN NN S N T ST T T I e .

proportion

B B e

proportion

of villages population of villages population

Below 500 48.6 12.5 47 .3 14.1
500 - 999 24 .4 12.1 26.7 23.7
1000 - 1999 17.0 25.9 18.1 31.0
2000 = 4999 8.4 27.0 7.2 25.3
5000 = 9999 1.3 9.3 0.7 5.2
10000 and above 0.3 6.1 0.1 0.7

Total 100 100 100 100

--rq_———__—-___-ﬁ.._.——.———.————————*_-"—————————*--—————————————-—

Government of India; Census 1981, General Population

Tables Part II -A(i).

Source:
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(b) Land ownership and its use - land owned, land cultivated, land leased-in or leased-out with terms ol
contract; quality ol Land (from soil tests) and its irrigation status.

(¢) Crop data - crops grown, inputs and output separately for cach plot of land operated by cach houschold.
Information on farm activity on plots (including family labour) for Rabi 83-84 scason for a sample
ol 30 houscholds.

(d) Debt and Credit - amount of original loan, amount outstanding and terms {or such lending.

(¢) Labouwr marcket - sale or purchase ol aibour and its terms.

(f) Inventory ol capital goods, livestock and foodstock.

(g) Income [rom hire ol implements and services, milk production and non-agricultural occupations.

(h) Prices of fertilizers and larm produce in Palanpur and neighbouring markets, and

(1) Temancey - detailed answers to questions relating to tenancey, carricd out for 36 sample houscholds,

2.2. Method of Data Collection
The author stayed in Palanpur for the period of survey, Data (on above mentioned aspects) was collected

by the Tollowing methods:

(a) Copics of records on relevant aspects were procured from official agencies and institutions such as:
Tehstl headquarters for land records of ownership and land revenue; various lending agencies for
data on credit. Interaction with olficials of these agencies was usclul in understanding their
fTunctioning. - ’

(b) Visils 1o the ncighbouring town to colleet price data and ncighbouring villages 1o collect wage data and
other comparative information,

() Soil samples from 85 different locations in the village were tested at the Soil Testing Laboratory in
Muomadabad.

(d) Interview, generally ol an adull male member of a household. Response was good (see §2.5).

The data was collected throughout the survey period. Exceptions Lo this were credit survey, inventory
of capital goods, and 1enancy discussion guestionnaire which were one time-point surveys, Data was collected
lor all the houscholds in the village (143 houscholds) except for two schedules as mentioned above (sec items

(¢) and (i), inventory ol data) Tor which dativ was collected for a sample of 30 houscholds,

2.3 Tenancey Questionnaire and the Sample
A discussion questionnaire was preparced on Tenancy (reproduced in the Appendix to this Chaptler) to

understand some of the issues concerning share-cropping. This survey was carried oul on a samplu' basis

P The sample was driawn in November 1983 initially (o collect exhaustive data on cultivation and labour
transactions Tor a crop scason - Rabi 1983-84. Such data was collected on a weekly basis, recording all
activitics undertaken on the farms, inputs applied, sale or purchase of labour and hiring ol any services. The
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in May-June 1984, It required detaited answers and opinions on several aspects of wenancy. This demanded
paticnee and trust between the investigior and the farmers, After weekly contacts for six months, rapport
between the sample houscholds and the rescarcher was excellent. The sample is representative of the

relevamt population for this purpose (§2.3.2).

231 The Sampling Procedore:

The sample was drawn from houscholds of the village that were significantly involved tn agriculture.
Signiticant involvement in agricnltuee means than the houschold l.h;‘rlt.‘ll'l.lﬁ on agricaliuee Tor its livelihood
(income) in a major way, There were 100 households which satisly the chosen criteria and the sample
selected comtained 36 houscholds. The relevant "population”, described below, consists of these 106

households.,

The stratificd random sampling procedure was adopted. Criteria for stratification of the population could
be ownership holding or operational holding. For the purpose of "Cultivation Schedule”, operational holding
could be uselul eriterion for stratification. The ownership holding shows initial endowment position. The
operational holding is the result ol choices made by a houschold.  Henee, ownership holding is equally
stitable to group houscholds in different strati. The data on ownership holding, alter cross-checking with
the land records from the Tehsil Office, was considered complete and accurate. Data on operational holding
was not this accurate al the time of drawing the sample due to problems ol oblaining accurate data on

leasing, at carly stages of survey. Thus, ownership holding was considerced the most appropriate criterion for

steatification alter considering, all these Lictors,

Alier dividing the population into groups hy size of land owned, sample houscholds were drawn
randomly. The number of houscholds driswn from cach group was proportional to size. A random sample
from whole population (ol agricultural houscholds) was also drawn. The oulcome ol both these exercises was
not Tully satislactory, Some castes were over represented whereas there was not a single houschold in the
sample from some other castes. This was disturbing as caste could be one of the lactors influencing decision
making process. I was obviously lacking in representativeness, atleast on this score. Finally, the following

procedure was adopled.

Each casle was treated as a population to draw the sample. The houscholds within each caste were
rmked in deercasing order of landownership. From this ranked ordering ol houscholds for cach caste, groups
ol three houschalds were made. One houschold ot of each group was picked at ramdom 1o give 36 sample

houscholds in all.

data is useful to study dilTerences in application of labour (family labour, hired labour or total labour) on

owner operated and leased-in plots,



26

21Y Represenlativeness:

Diflerent Lind owncrship clsses and castes are appropriately represented in the sample due 1o the
sampling procedure adopted. In Tables 2.3 to 2.0 some socio-cconomic [eatures are provided [or the sample,
the population of 106 houscholds from which the sample is drawn, and all Palanpur houscholds for
comparison. Table 2.3 gives statistical summary of demographic variables. The rest of the Tables concern

cultivation holding, lecase pattern and cropping pattern for the sample and the larger population.

For comparisan ol cultivadion holding  (per houschold or per capita), the sample base of
apriculturally active population { 106 houscholds) is considered (Table 2.4) relevant, instead ol the whole
village population, It is reassuring Lo see that in terms of demographic characteristics, lease pattern, cropping
pattern eteetera the population and the sample are similar and detailed investigations based on the sample
are meaninglul for the village as a whole. One exception is in kharil cropping pattern - arca left fallow is low
and under sugar is high for the sample compared to the population (Table 2.6). Per houschold and per capita

cultivation holdings are slightly higher for the sample.

Maore signilicantly Tor the present study, the sample and the population show almost identical lease
patiern (Table 2.5). Thus, the questionnaire survey carricd out for the sample allows us to explore the
[unctioning ol lease market as it operates in the village in relation to motives, rationale, and the cconomic

behaviour of agricultural populadion,

2.4, On Relianbility and Acenracy

Data on cach of the transactions was cross-checked Irom many sources to remove discrepancies and
inaccuracy. In particular, data was matched from the supply side and the demand side. The rescarchers
returned 1o respondents, several times il neeessary, in case ol discrepancics. Official records on land
ownership, and eredit from institutions were consulted. As a result, almost complete matehing of leased land
(plot by plot, and landlord against tcnant) could be established. Long stay in the village and constant
inlcraction.with the villagers helped generate a good rapport and confidence. As a result, misreporting and

comcealment is negligible.

2.5. Stay in Palampur

The author along, with Dr. Jean Dreze and Mr. S8 Tyagi (Jr.) lived in Palanpur for more than a
vear, Prol. N.H.Stern and Prol. C.).Bliss paid many short duration visits. The team lived in a building just
outside the village residential area, owned by cooperative socicty, popularly known as the Sced Store. We
had engaged a cook from the village who also performed many other jobs in managing our small "research

houschold”. He had carried out similar dutics during the 1974-75 survey.
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Table 2.3: Demographic Statistics - Sample and Population

e e e -

Item Sample Population

(1) a. Population 238 960

b. Number of households 36 143
(2) Mean household size 6.61 6.71
(3) Mean ECU per household | 4,76 4.77
(1) (3)/(2) 0.72 0.71
(5) Work Force 67 255
(6) Participation Rate ([(5)/(la.)] 0.28 0.27
(7) Literacy (%) 16 17
Notes:
(1) ECU = Equivalent Consumption Units

= (1 men + 0.8 women + 0.5 Children)
These coefficients for men, women and children, 1in

constructing ECU, have been taken from Bliss and Stern (1982).
For further reference and discussion on consumption units see
Banerjee (1975), Deaton and Muellbauer (1980) and Singh and Nagar
(1973). Thus ratio in row (4) captures composition of population
in men, women and children in a summary way.

(2) Workforce is all male population between ages 16 years and
60 years.

(3) Those who can read or write counted as literate.

Table 2.4: Landholding in Sample and Population

Rabi Kharif
Item
Sample Population’ Sample Population”

Land owned 811.67 2397 .24 799.94 2421.87

Fer household 22.54 22.62 22.22 22.85

Per Capita 3.41 3.15 3.36 3.18
Land Operated 949,02 2605.60 988.26 2549.67

Per household 26.36 24.58 27 .45 24 .05

Per Capita 3.98 3.42 4.15 3.35
LOECU™" 4.7 4.4 4.7 4.5
Note: Land holding in bighas (1 acre = 6.4 bighas)

(*) oOnly agriculturally active population (106 Households,
762 persons) 1is 1ncluded.
(**) LOECU = Land owned/Equivalent Consumption Units.
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Table 2.5: Leasing Pattern (% area) in Sample and Population

Tenure Rabi Kharif
Status
Sample Population Sample Population

Share Contracts 81.7 80.2 88.6 87.1
Fixed Kind Rent 3.1 3.2 1.6 0.6
Cash Rent 10.5 11.3 8.5 9.6
Usufruct Mortgage 4.7 2.1 1.7 2.4
Other Contracts 0.0 3.2 0.0 0.3

Total 100 100 100 100

Table 2.6: Cropping Pattern in Ssample and Population

(area under specified crop as % of operational holding)

Season/crop Sample Population
Rabi
Gram 4.5 4.0
Wheat 54.0 54.5
Sugar 24.8 24 .2
Others 8.1 8.7
Fallow 8.7 8.6
Total Rabi 100 100
Kharif
Bajra 6.0 5.0
Jowar 3.3 3.7
Paddy 9.8 9.3
Sugar 29.3 25.6
Bajra Mixed crop 8.4 8.6
Jowar Mixed crop 7.5 7.0
Others 16.0 15.9
Fallow 19.7 24.9
Total Kharif 100 100
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Typically, our day began with a round of the village 1o mecet a st of houscholds, Dividing line between
work and social interaction is rather thin in a village society, While sceking information on a particular topic,
talks may go mto other dircections at any time. Qur social life was governed by the Tact that alter living in
the village for some time (3-4 months) we were at the same time part of the village and outsiders. We were
inviled to share in their happiness, worries, pains, and in their other day to day allairs. At the same time we
could not really be one of their own. AL least some of them thought that we had good connections outside

and that they should get some benelit out ol this situation.

The interviews were held with a well informed and articulate adult male ol the houschold. Respondent
lor a houschold, generally, remained a hixed person throughout the survey period. Information was also
soupht rom other members ol the houschold whenever it was found benelicial. On certain demographic
malters, women were gencrally better inlormed (Tor example about the age of children or inlant deaths in
the family). We constructed o calender ol signilicant events which people may reeall easily and hence help

in lixing chronology ol the events in the Tamily (c.g. birth ol a child).

For the hiest lew schoedules concernmg demographic and Land data, the mectings were held cither at our
residence (Scaed Store), or at the village Dharanwhala. Alterwards the respondents cither came o the Seed
Store or, more olten, we went i scarch of them to complete the schedules. These questionnaires and
worksheets were hilled, often in theirr houses, or i the fliclds where they were working, or at a tea shop, or
al the rabway station, or al public mecting places, or even on the way Lo some of these places - the h;:-at could

be dong r.mlj.r il the mlormation hl..'-u,__r_hl Witk Ir;q__',t!l.ll..:I'l[l.:u[,]+

When interviewed in their houses or in the held, the respondents were either alone or with some other
Familv members. But i other places, several people might be present at the time ol interview. This was
generally helplul, because people - i particular Irniends knew quite a lot about cach others” activities. But
when interview was hkely to be about some sensitive issue, or it involved the respondent’s opinion that might

e inlluenced by athers presence or opinion, it wias conducted when the respondent was alone,
Filled schedules were serntmmzed on the same day. Elforts were made to hll the gaps detected.

Response of villagers was very pood, The villagers very often queried about the nature and content of
our work. At times there were inleresting speculations. There was trust and rapport with villagers and these
speculations did not hamper our work, The purposce of collecting this data was explained to them as best as
the author could. It appeared that a small minority of respondents had some appreciation ol the whole
exercise while a majority were lelt with nagging doubts about this research. However as they were subjected
o this exercise periodically over the last three decades, they were also accustomed to this type of activity.

There wias peneral conhdence and 1he #.'i“;l:.u'rr-. WL L't'u'.-pl.:l':l'lik-'u. The il.lI'I'Il.I-.'-..|’-I-I'IL'I'l..: created was such as Lo
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encoprage a free flow of information. They felt free to ask any number of questions ranging from questions

about our lamilics, our work, our income 1o questions about agriculture in Europe. One could sce this

change in interaction, the growth of mutual trust and fricndship over time,

This is not to say that there was never any irritation at all. At times people did show irritation and

rescntment when they felt that we were pestering and interfering much, or trying to get the same information

through many diffcrent questions. The author always [elt that this was very healthy and showed more equal

relationship. For example once a lady of a (sample) Murao houschold told her son whom we had gone to

interview that he should proceed with his work - after all “they have nothing to do whereas you have to worry

about the Tamily”. Once or lwice there was unplecasantness, too.

The author, living in the village and participating in social life, learnt a great deal about the village.

bt

3.A)

B)

i

APPENDIX: DISCUSSION QUESTIONNAIRE ON TENANCY:

This questionnaire was addressed to cach of 36 szunl}]u houscholds.

A. QUESTIONNAIRE FOR LANDLORDS

Details of curremt leased-out plots (Tfor cach plot): Name of the tenant, type ol contract, terms of
contract, duration, :

Who made the approach Tor initializing the contract? (for cach tenant)

Why do you lcasc-out? :

Do vou have (a) other opportunitics (e.g. outside job), AND/OR (b) lack of resources?
How docs outside job inlluence your decision ?:

(a1) by some oul ol many working houschold members,

(1) by the omly working houschold member(s)?
How have the possibilities to hire tractor, thresher, pumpset ete. influenced your decision?
Can vou lease out as much as you want to? I not, what arc the constraints?
How mnch End (it smy) would yvou like 1o coltivide with given resources and resourcelulness? How
docs the avanlability of inputs (like labour, bullocks, credit ete.) influence your decision?

{(The above question (3E) was given up alter interviewing a few respondents as it did not make
much sense given that the respondent was already leasing out and that one could lease out as much
as one liked. It could not be distinguished from 3.D above,)

Comparison ol virious lenancey contracts:

(a1) Sharceropping vs. cash rent vs, fixed kind rent,
(b) Choice between different share contracts:

Batai, Chauthai, any other,

Ciive reasons lor such prelerence or choice,

How do you choose tenants? (Any particular characteristics you may be looking for and any others

vou may be avording i vour tenants).
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For share contracts only

0.A)  How is crop schedule decided? Who has the final word?
B)  How arc the inputs decided? Which inputs are decided at the time of conlract?
C)  Have there been any disputes about the inputs between you and your tenant(s) in the past? If yes,
what were the consequences? (e.g. non application of that input)

1. Arce the costs shared? Details of cost sharing, Who bears costs at the time of application? (plot-wise
or lenanl-wise )

5. Do you insist on same practices on your sell-cultivated plots (if any) and on thosce you lease out?
(Can you enlorce same practices il you so desire?) .

Y, Do you Icel need to supervise? Do you find it bothersome?

1. History ol leasing.

B. QUESTIONNAIRE FOR TENANTS

¥ Details ol current lcased-in plots. (For cach plot):
Name of Lindlord, type of contract, terms ol contract, duration,

[t

Who approached to initialize the contract (for cach landlord)?

JA) Why do you lcase-in at all -- Is it because you have more resources ( family labour, bullocks, credit
availability)? How much land would you like to cultivate given your resources and resourcefulness?
B) What are constraints on your leasing capacity?
) How doces outside job influence your Ieasing decision:
(a) by the only working houschold member(s)?
(b) by some working houschold member(s) out of many?
D) Have possibilitics to hire tractor, threshers, pumping sets ete. made any difference with regard o
land available on lease and your leasing capacity cle.?
E) Would you like to buy land 1o bring your landholding 1o the size which you want 1o cultivate with
the available resources (iF Lind were available on sale)?
I) Can you lease-m as much land as you like (desire) or does potential landlord object if you are
‘overstretched™? Is the potential landlord aware ol your being ’overstretched’?

4. Comparison ol different (enancy contracts:

(a) Sharccropping vs. cash rent vs. ixed kind ren,
(b) Choice between dillerent share contracts:
Batai, Chauthai, or any other,

Giive reasons for such preference or choice.

3. Do you scek fand in a particular locality? How do you
choose vour landlord?

FFar share contracts only

0A) How is crop schedule decided?  Who has the final word?
1) How e inpiis decieded? Wiach imputs are decided at the time of contract?
) Have there been any disputes about inputs in the past? What were the consequences (¢.g. non-

application ol that input)?
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7. Docs the contract involve cost sharing? 11 yes, how are input cosls shared? Who bears the cost
al the time of application {plot-wise and/or landlord-wise)?

8. Arc agricultural practices same on the tenanted and on the non-tenanted (owned) plots?

9, Daes the landlord(s) supervise? Is the supervision by the landlord an irritation to you?

10, History of leasing.
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C. QUESTIONNAIRE FOR WAGE-EARNERS

1, Why don't you leasc-in land? Do you prefer wage labour to leasing-in of land or is it due to some
difficulty in obtaining land on lease (any other constraints in the way of leasing-in)? Give reasons
in cither casc.

2. In cascs where a wage-carner wants 1o lease-in but is unable to get land on lease: which of the lease
contracts would you prefer il you could lease-in land and why?
3 History ol lcasing. Have yvou leased-in at any time in the past? What were the circumstances at

that time? Why and how you stopped leasing?
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l. History of lcasing
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Further Questions

These discussion questions were addressed to 13 Palanpur respondents randomly encountered on
a re-visit, No formal or statistical sampling was undertaken to choose the respondents,

1. To a tenant who desires to lease-in more land but is unable to do so:
Will you be willing Lo offer greater share of output to landlord to obtain land on lease and,

il so, will that help?

2, To a tenant: Doces landlord require you to work on his ficlds on hire (on ruling wage rate, below

that, without paving any wages (begar)?

1. To a tenant: Do vou seck eredit from yoor landlord? Docs he insist that you obtain your credit [rom
him? 1s interest charged higher, lower, same as that charged by others,

4. General: Do you see any possibility of share ol output deviating from 50:50 sharing rulc in a share-
cropping conteact? In Tvour of Lindlord?, In favour ol tenant?

5. General: - Arce there any constraints on obtaining private credit for productive (investment) purposes?
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Chapler 3
THE VILLAGE: LAND AND PEOPLE

1. General Features

Location: Palanpur is situated in district Moradabad in west Uttar Pradesh (UP), adjacent to Jargaon railway
station on Moradabad-Chandausi line -- 31 kilometres from Moradabad and 13 kilometres from Chandausi.
Chandausi is the most important town tor Palanpur villagers, being a prominent mandi (trade centre). Bilar,
about 10 kilometres away, is the Tahsil hcadquarters. There is a sugar mill at Bilari. Palanpur is in
development block Bania Khera, Delhi, only 190 kilometres from Palanpur, is a remote place for most

villagers,

Climate and Rainfall: "This region has three scasons: summer, monsoon and winter. 1 is dry exeept for four
monsoon months, Normal annual ranfall is approximately Y00 mm in west UP plains while in Moradabad

I, Monsoon is preceded by a dry and hot summer. Day

itis 950 mm. There is large and uncertain variation
temperature in May and Junc is generally above 40 degrees C - touching 46-47 degrees C. These very hot
months are lollowed by very wet monsoon months (June to September). Winter (November Lo February)
is dry and cold but soil retains moisture. Minimum temperature reaches 2-3 degrees €. Thus variation in
daily maximum temperature is [rom 12-13 degrees Cin the winter to 46-47 degrees C in summer, and in the

minimum lemperature from 2-3 degrees C o 35-30 degrees C,

Soil and Fertility: Soils in Palanpur vary from loam (o loamy sand. Loamy soils cover small arca around
abadi (residential) land. Most land exhibits dilferent degrees of sandy loam soils. The land to the west of
the cailway teack is berter with low sinnd content. Land in the north cast tends to be sandy light soils - exeept
for o steip next 1o river Ari which is Iree ol sand. River Ari forms the village boundary on the north and

the cast. Tt is unlit Tor irrigation purposes,

Samples of soil from 85 plots scattered in all parts of the village were analyzed at the Soil Testing

- T L L i E - 2 E
Laboratory in Moradabad,  The results of these tests indicate that Palanpur land is depleted® with low
nutricnt content in its soils. Thus the yields in Palanpur are low as compared Lo parts of west U.P., Haryana

or Punjab.,

Residential Area: Most people live in small, single storey mud houses closely packed together m o compact

arca. A lTew residents have brick houses. The village residential area is less than 20 acres. Three lanes are

' Actual rainfall in Moradabad was 1300 mm in 1983 (The State Planning Institute, UP, Bulletin No.212
(1988), p.d3.).

2 The author is gratelul 1o Prol. A.R. Reddy of School of Life Sciences, University of Hyderabad for
interpreting the results of soil sample (ests.
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broad ¢nough Tor bullock carts o pass comfortably and there are many narrow lanes and by-lanes, In this
arca 143 houscholds (961 persons) live with their domestic livestock.  There are three temples, one
Dharmshala, five public and several private wells, two government installed water hand pumps (these are in
Scheduled Caste quarters -- one near Jatab and the other near Passi quarters), a decerepit school building
(on¢ room without any door or window [itlings), the Seed Store and the Bank run by the Farmers
(Cooperative) Service Socicty (FSS). The railway line and the station define the western boundary of the
village residential srea. The housing pattern is such that the village can be roughly partitioned into caste

quarters -- Thakur guarter, Murao quarter, Jatab quarter ele.

Village Area: In official records, the village arca is 494 acres: including abadi, railway land, land under two
ponds and river Ari. Palanpur houscholds do not own all of this land, some being owned by outsiders, At
the same time some Palanpur houscholds own land in other villages (Table 3.1). Most of the village land
is MMat but in the north-cast section land surlace is uneven and gradually undulating. A small fraction of land
(2-3%.) is under any kind of lorest cover (mostly private mango groves). All land, except groves, is under
plough, no lurther extension of agriculture being possible.  Agricultural land surrounds the village on all

sides. Cultivation is major cconomic activity in the village.

There is a weekly market on Mondays in a small open space near the railway station. This is mainly
a market Tor vegetables, and also Tor groceries and cloth, On the same days, there is devotional singing

(bhajarns, keertan) in one ol the temples adjacent to the markey place.

Palanpur has an clected Panchayat headed by a dircetly clected village hcadman, It is part of a
Development Block (Bania Khera), with hcadquarters at Chandausi, and is administered by the Block

Development OfTicer through Village Development Officers (VDQ). The VDO is required 1o propagate

agricultural technology and other development related activities such as “family control”. He is the ex-officio

seerelary of the Panchavar. He also functions as a coordinator with the linancial institutions.

J.2. PPeople

FFor this study, relerence population of Palanpur is 960 persons in 1983-84 with 143 houscholds. A
person or houschold belongs to Palanpur il it lives in Palanpur. Thus, those who work but do not live in this
village, are not considered as part ol the village |‘.u,1|u|hllit:-|13, A person working outside but living in the
village is included in the village population. But an absentee houschold member who lives and works outside
is nol counted as part of the village population, cven though he or she may send remittances and visit

regularly.

For example, some employees of the Railways, the Sced Store, the Farmers' Cooperative Service

Suciely ele.
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Table 3.1: Land Owned by Caste

————__“-----------_-_——_—--------_H———_-------‘_—"—----

Land Owned

Caste Total Outside Village (3) as % of (2)

(1) (2) (3) (4)
Thakur 762 66 8.7
Murao 1080 146 13.5
Dhimar 65 26 40.8
Gadarila 195 10 5.1
Dhob1 21 0 0.0
Teli S8 3 3.1
Passi 141 4 2.5
Jatab 218 18 8.3
Others 17 1 5.9

Total 2596 274 10.5

el il el R e T T T pm————

Table 3.2: Palanpur Village Population by Caste

Sl. No. of Popu- Caste Current
nb. Caste House- 1lation Occupations Occupations
holds

1. Thakur 30 217 Landlords/Warriors Cult, Outside job

2. Murao 27 217 Gardeners Cult

3. Dhimar 13 74 Water carriers Cult, Outside job

4, Gadaria 12 83 Shepherds Cult, Outside job

5. Dhobi 4 27 Washermen Cult, Wage labour

6. Teli 16 92 Oll-pressers Cult, Wage labour

7. Passi 15 85 Mat-weavers (migrant) Outside jobs

8. Jatab 19 118 Leather workers Cult, Wage labour

9. Others 7 47 Miscellaneous Miscellaneous
TOTAL 143 960 - -

Note: This list shows a hierarchical caste order except for the
last category. The higher serial number associated with
a caste 1ndicates 1ts lower position in the village caste
hierarchy. cCult is short for cultivation.



33

J.2.1. Composition of the Population: |

Palanpur is oo multi-caste villapee,  Plindus, including <o called owleastes, are in o majority (87% of
population), the rest being Muslims. Muslims 1oo are relerred 1o by their "caste” (occupation) names -
Dhobi, Teli and Barhai. They do not praclice caste occupations except the Barhai household. Composition
of the population according to caste and main occupations (traditional and current) 1s shown in Table 3.2,

The list follows a descending hicrarchical caste order. Some briel comments on castes in Palanpur are

provided in $3.2.2,

There were 463 females and 497 males (Table 3.3) giving an overall sex ratio of Y32 {emales per
1000 males. Sex ratio dilfers widely for different castes. Sex ratio is particularly low among Jatabs and
Dhimars, 1t can also be seen that the mean houschold size is high lTor two rich higher castes and is low for
Land poor castes of Dhimars, Telis and Passis. Sex ratio (females per 1000 males) declines with increase in

pperational holding (Table 3.4),

The relationship of landholding and houschold size is brought out in Table 3.5. Mcan houschold
size increases both with ownership holding (from 4.0 for landless to 12,6 Tor highest size group) and

cultivation holding (from 4.8 for non operators 1o 14.7 for highest size group).

Potential workloree i1s 267 men ol 16 years and above (Table 3.6) thus constituting 28%; ol the village

population®.  OF these 148 are involved in cultivation related activities,

There have been substantial demographic changes since the first survey of the village in 1957-8.
Population growth has been vapid - the annual growth rate being 2.3% over the last 25 years (Table 3.7).
Changes in population have taken place at different rates for different castes. Population growth has been
Fastest Tor Thakurs (2,839 per annum) and slowest for Dhimars (119 per annum)’. A rapid and continuous
increase is noted in the number of Thakur houscholds in contrast 1o small increase in number of Murao

houscholds - although population growth is similar Tor these two castes. Splitting ol houscholds has been

Lster Tor Thakuars than For Muraos.

1.2, Caste:
In an Indian village caste is important and central Lo the village life. Onc of the very lirst questions
asked of o stranger s aboul lus caste - alten even belore his name s known., Each caste name relers Lo a

traditional occupation pertaining to it but now these rigid occupational ascriptions have lost their economic

P wWaomen do take part in outside home activities but never on a regular basis in Palanpur. They do all
the houschold work and most of work regarding livestock.  Children also occasionally work in the fields.

excepl for Dhobis - a minor caste group (in size) - where the changes have been volatile.
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Table 3.3: Distribution of Population by Caste and Sex

Sex Sex Ratio Mean
Caste { =  =——====--—---——sssssoss (1000 F/M) Household

Male Female Total Size

Thakur 110 107 217 972 7.23
Murao 115 102 217 887 8.04
Dhimar 41 33 74 805 5.69
Gadaria 34 49 83 1441 65,92
Dhob1l 14 13 27 929 6.75
Teli 50 42 92 840 5.75
Passi 46 39 85 848 5.67
Jatab G7 51 118 761 6.21
Others 20 27 47 1350 6.71
Total 497 463 960 932 6.71

Table 3.4: Distribution of Men, Women and Children
by Operational Holding Size

_-———_r-||——-—l-----—lhlr---“—--——---Il-r———_-—1——--—-—--—---—_-——‘--_—-----—__

Operational # of Number  Number Number  Total
Holding House- of of of Number of
class (bigha) holds Men Women Children persons
0 46 57 59 105 221
0.1 - 5 13 19 19 35 73
5.1 - 15 18 33 23 61 117
15.1 = 30 27 45 41 80 166
30.1 - 50 30 78 60 113 251
Above 50 9 35 27 70 132
Total 143 267 229 464 960

d-—__ﬂ..——_--.—_u.-._—_-.——_----h---—_---—-----—----—--—----——_-'—ﬂ_---

Notes: All those below 15 years are classified as children.



33b

Table 3.5: Land Holding and Household Size

Size Ownership holding class Operational holding class
Class
in Number Population HH Number Population HH
bighas of HH size of HH slze
0 27 124 4.6 46 221 4.8
0.1 - 5 19 106 5.6 13 73 5.6
5.1 - 15 35 210 6.0 18 117 6.5
15.1 - 30 36 270 7.5 27 166 6.1
30.1 - 50 15 112 7.5 30 251 8.4
Above 50O 11 138 12.6 9 132 14.7

S e —— —— —— ——— —— ————— . S — —————————— T S S —— ———— — — — — — —

Total 143 Q060 6.7 143 D60 G.7

Table 3.6: Population by Age and Sex

Age Number Number
(in years) of Males of Females Total
0 to 5 76 91 167
6 to 15 154 143 297
Above 15 266 226 492
Not Avallable 1 3 4
Total 497 463 960
Table 3.7: Palanpur - Population at Vvarious Dates
Year Annual
Caste 1957=58 1962-63 1974-75 1983-84 growth rate
Thakur 105 (18) 130 (20) 174 (25) 217 (30) 2.83
Murao 117 (21) 132 (25) 183 (28) 217 (27) 2.40
Dhimar 56 (10) 53 ( 9) 59 ( 8) 74 (13) 1.08
GCadaria 43 ( 9) 45 ( 9) 68 (10) 83 (12) 2.56
Dhobi 6 ( 2) 2 (1) 22 ( 3) 27 ( 4) 5.95
Teli 47 ( B) 57 ( 9) 71 (12) 92 (16) Z2.62
Passi 57 (12) 64 (16) 61 ( 8) 85 (15) 1.55
Jatab 71 (16) 68 (14) 97 (14) 118 (19) 1.97
Others 34 ( 9) 32 ( 7) 27 ( 4) 47 ( 7) 1.25
Total 536 (1095) 583 (110) 762 (112) 960 (143) 2.27
Note: Statistics for vyears 1957-8, 1962-3 and 1974-5, used

in this table and tables 3.16, 3.17, 3.24 and 3.25 1s
taken from Bliss and Stern (1982).
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significamer, Understamding of castes s important for understanding of socio-cultural relationships and
behaviour and its impact on cconomic aspects. To give a few examples where caste plays an important role
in influencing cconomic behaviour -- rules or customs about aceeptance of food from different castes have
an important bearing on labour market as part of wages in a daily wage contract consist of a meal served
al mid-day break while on work; caste pride may induee a Thakur to ¢schew work, prohibit wage labour but
may mduce a Murao 1o work hard and hire in as little labour as possible; it may influence leasing in by

certain castes from some other castes ele.

A bricl description of cach caste Tollows, Needless to say, such characterization of a caste can not
. . ' LT : . ' H
wholly apply 1o every member ol that caste. Castes are ranked in an hicrarchical order as percecived by the

villagers®,

Thakurs dislike physical work, though most Thakurs have been foreed Lo take o the plough due Lo
the pressure ol the inereased population on land. A Thakur may lcasc-in land and labouring on that land
s permissible. But wage labour by a Thakur for a willage employer is not permissible as this will
‘compromise his honour’. Thakur women are not allowed to do any work in the ficlds. The main occupation
ol Thakurs is cultivation, despite their dislike for physical work. They have the highest rate of formal

cducation in the village, and have more and better outside jobs.

Muoraos are the only caste in Palanpur whose traditional caste occupation is cultivation., Thcy take
pride in cultivation and arc in general very hard working. Murao womenlolk often help men in the helds,
Some Muraos are well edueated. Muraos dislike borrowing (being in debt), A Murao’s life is confined to
the narrow lane ol cultivation: he ventures very litde outside this. Hard work, bonesty, lack ol ostentation

ar comspicuous consumption simd an aversion 1o borrowing typily him.

There is some underlying tension and rivalry between Thakurs and Muraos, although no significant
open conflicts. This has signilicant implications Tor lease market. Thakurs and Muraos scldom enter into

i - 7
lcase contracts with cach other’,

Dhimars arc a caste of waler carriers. They used to own much land, but have lost most ol this over |

the years. There are two or three Dhimar larmers, with large operational holdings {these houscholds own

& For a detailed deseription of eastes in Palanpur, sce Bliss and Stern (1982). The present study follows
the ranking of the castes as in Bliss and Stern. The houschold code, wherever given, consists of three digits.
The first digit in a houschold code denotes the caste and the remaining two digits give an index number of
the houschold heing referred within that caste. Lower lirst digit in a houschold code indicales higher caste
ol the houschold. Code number lor cach caste is same as the senial number in Table 3.2.

T - . . = .
Fogether, they own 7190 of Palanpur land and are most well endowed with other productive resources

lor cultivintion.
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a little land, but lease-in a lot), who are hard working and skilful. Gadarias were shepherds. Only a few

al them cultivine small holdings.

Dhobis, traditionally washermen, are a minor caste ol poor households. However, one Dhobi
houschold, though still owning small landholding, is emerging as a new leader in money lending.  Telis
(oilpressers and hawkers traditionally) arc one ol the poorest castes in Palanpur. They own very little land.

Many do wage labour. Dhobis and Telis are Muslims.,

Passis are emigeants from East Uttar Pradesh and many of them work Tor the Railways. Their

involvement in cultivation is low and they generally like to live an casy life.

Jatabs arc similar 1o Muraos in many ways, except that they own far less land and other resources.
They are strong in outside daily wage jobs and also provide the best agricultural labourers with a reputation
of being hard workers. Traditionally they are leather workers, but none of the Palanpur Jatabs practice this,
Their cducation level is dismal {(see below). The Jatab women work in fields but very few do any daily wage
labour. They du not trust others casily, are alfraid of being cheated, do not open up casily and show a type

of dilfidenee. They, like the Muraos, are good vegetable growers.

Passi, Jatab, and Harijan houscholds of Palanpur come under the catcgory ol Scheduled Castes as
per Uttar Pradesh Scheduled Castes and Scheduled Tribes list®. There are no Scheduled Tribes people

Iving in the village.

3.2.3. Education:

There is a government primary school in Palanpur housed in a one room building alrcady in ruins
and with no cquipment. The level of education in the village is very low (Tables 3.8 and 3.9). Lilcracy in
Palanpur is only 17% with 729 males and 957 Temales being illiterate. There are four graduates and two
persons with sccondary level education. Only 21% males had schooling beyond primary level. Only 7%
females had schooling of any sort. More pathetic is the Tact that even many ol those who have been to
«hool can neither read nor write. Thus there are 56 persons who in spite ol having gone to school can

. - L I
neither read nor write ™ (Table 3.10),

P - B P——— ey e B S am

 People belonging 1o these castes - notified separately for cach State in Indian Union - are recognised
1o be sulfering from acute social and ceonomic disabilitics. They are entitled 1o positive discrimination in
public cducational institutions and in certam jobs (e.g. through reservation in government jobs),

" This makes a mockery of the Directive Principles of the State enshrined in the Indian Constitution
adopted in 1930, 1ts Article 45 urges the States lor - “provision of free and compulsory education [or children
antil they complete the age ol 14 years [to be effective within a period ol 10 years from commencement of
this Constitulion]”,



35a

Table 3.8: Distribution of Population by Literacy and Sex
Sex Illiterates Can Read Can Read Total
only & Write
Male 357 (71.8) 19 (3.8) 121 (24.4) 497 (100)
Female 436 (94.2) 5 (1.1) 22 ( 4.7) 463 (100)
Total 793 (82.6) 24 (2.5) 143 (14.9) 960 (100)
Note: Percentage of sex-specific population in brackets.

Table 3.9: Distribution of Population by Education and Sex

N ST S EEE S EEEN EEEE SIS S ST S S S S S S . . S S S e e e T e S BT T T T EE I S ST S T T I S ST DT DI S G T S D D S W I T G T A T - - S - S

Education Number of Number of Total
level Males Females Persons
No education 333 (67) 428 (92) 761 (79)
Below Primary 58 (12) 20 ( 4) 78 (8)
Below Secondary 100 (20) 12 ( 3) 112 (12)
Secondary 2 (0.4) 0 ( 0) 2 (.2)
Graduate 4 (0.8) 0O ( 0) 4 (.4)
N.A. 0 (0) 3 (1) 3 (.3)
Total 497 (100) 463 (100) 960 (100)
Note: Percentage of sex specific population in brackets.

Distribution of Population in Literacy
and Level of Education

Table 3,10:

Level of Education

Literacy

No Below Below Secondary Graduate N.A.| Total

Edn. Prim. Secon.
Illiterate|759 32 2 0 0O 0 793
Read only 2 21 1 0 0 0 24
Read-write 0 25 109 2 4 3 143
Total 761 78 112 2 4 3 960
Notes: (Prim.) Primary education class five

(Secon. )

Secondary education

class twelve
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The level ol educition is highest among the Thakurs - 31% of Thakurs have gone to schools.(Table
3.11). Dhimars, Dhobis and Telis are very poorly educated. Education and literacy is pathetic among, Jatabs
- only one Jatab boy can read and write and even then with difficulty. Muraos and Passis have medium level
of cducation. Level ol education seems to go up with social status. Thus, though the Muraos are the

wealthiest but the Thakurs have the best education,

Per cent population with some schooling increases with size class ol operational holding. The non-
cullivating class is the only exception - due to the presence of two well educated Kayastha houscholds. There
is an indication that cducation level improves with better opportunity.

’
24, Ocenpation:

Cultivation is the main occupation in the village cconomy. There are 267 adult males in working
age - Tor 148 of them cultivation is the main occupation and for another 50 workers il is Lheir sccondary

occupation (Table 3.12). Al women are reported o be engaged in domestic work.

There are 57 persons holding regular outside jobs but most of these are low paid unskilled jobs.
Four persons with education have regular cmployment in offices. Sixteen Palanpurians are working for the
Railways in permancnt or non-permancnl capacily.  Some ol them have also leased-in land from the
Railways at very low rent. Sevenleen persons work in 4 colton spinning mill in Moradabad. Their
remumeration is pood by Palanpur standards but the working conditions are bad and they have Little job

sUCUrity. .

Twenty cight persons work as casual wage labourers in the village and another 50 persons indicate
casual wage labour as their secondary occupation. - As may be expected, most ol them are engaged in
agricultural wage labour (26 workers report agricultural labour as their primary occupation and another 32

as a1 sceondary occupation),

Twelve persons are scll-employed in the village. Of these four are village shopkecpers and three
arc pulling rickshaws in ncighbouring towns. Three ol these houscholds are destitute, engaged in very low
value activities like rope making or sclling tree leaves,  Five persons follow their caste occupation as their
main activity and another three as a secondary activity (these include the barbers, the carpenter/blacksmith,

sweepers and the dai (the midwife)).

The oceupational structure has undergone considerable change since 1957 (Table 3.12). The nature
ol work inside the village remained unaltered but the number engaged in regular or casual work outside the
village increased considerably. This number has increased from 12 in 1956 to 72 in 1983, Such changes have

oceurred because ol the pressure of population on the village resources, increase in the industrial and urban
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labour demand and increasing (even if marginally) level of education.  Literacy has gone up from 9% in

1957-58 (Ansari, 1904) 10 17%, in 1983,

33, Apriculture;
33.1. Crops:

For a relatively small arca cultivated in Palanpur, the number of crops grown is large, though not
atypical for this region or for subsistence agriculture. Over 40 different crops were grown in about 100

combinations in 1983-4. Whcat, Sugarcanc, Bajra, Jowar and Paddy arc the main crops (Table 3.13).

Other important crops include Urad and Gram (both pulses), Sesamum and Mustard (both oilseeds)
and PPotato = important as they provide essential nutrients in the dict ol Palanpur urmers. Faillure of some
ol these crops leads to serious erosion of nutrition in the dict of Palinpurians. They also grow fodder crops,

and a large number ol vegetables and spices on Liny picces ol land.

Wheat and Sogarcane have always been the most important crops.  In et the arca under these
crops has been increasing in proportion (o total cultivated arca (Table 3.13). Many minor crops grown
carlicr have disappearcd now. These include Arher, Peas, and Colton. The most dramatic decrcase has
oceorred o Acher (pigeon pea). Lirge incrcase has occurred in the shace of arca under Sugarcane - major

cash crop in tus region. Wheat s the most important foodgrain crop.

OF the 239 bighas, only 95 bighas or 3.5% was under groves and orchards. There are in all about
IO - mainly fruit beanng - trees, Orchards are owned mostly by big landowners (in above 50 bighas

holding class) who own 78 bighas out of 95 bighas of orchards.

332, Technology

Mecchanisation has greatly increased in Palanpur over past 25 years. Tractor ploughing is a new
phenomenon of past one decade,  In 1983-4, one Palanpur houschold owned a tructor'?,  Services of
tractors available in the nearby villages are also hired by Palanpur Farmers, mainly for ploughing operations,
Major technical progress has oceurred in terms of greater use threshing machines (all of wheat crop is
threshed by them), power driven fodder choppers, greater use ol chemical fertilizers, new HYV seeds and

in onc or two cases pesticides are also used, Nonge ol these were in use in 1957-8.

In other words, agriculture has become far more capital intensive!!, In 1957-8 non-labour costs

were only 6 pereent of gross revenue from cultivation. The same costs accounted for as much as 33 per cent

" Three more tractors were acquired by three Palanpur houscholds soon alter the survey year.

" In both capital/output and capital/labour ratios.
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Table 3.13: Cropping Pattern over Time

-H----——_—__—_—-H-“—.—————_-‘_---___——-d'u-_--—‘———-du_--_-n————u-

Season/Crop 1957-8 1974-5 1983-4

Rabi
Wheat 45.0° 45.8 59.6
Barley 0.1 4.3 .
Sweet Pea 10.2 6.5 .
Gram 1.2 5.0 4.4
Arher 27 .8 5.3 -
Sugar 14.9 21.0 26.5
Other 0.8 12.1 9.5
Total (Rabi) 100 100 100

Kharif
Paddy 9.6 6.1 12.4
Maize 4.4 11.3 .
Jowar g,1" 6.1 14.2°
Bajra 43.2° 31.0 18.1°
Ground Nut 0 6.2 0
Urad .. 2.9 . a
sugar 24.9 24.0 34.0
Other 8.8 12.4 21.3
Total (Kharif) 100 100 100

Ansari (1964) and Bliss and Stern (1982) respectively
for data for 1957-8 and 1974-5.

This table shows relative area under crops excluding
fallow lands in respective seasons. Area under a
specified crop is given as % of total area under all
crops in that season (i.e. Rabi or Kharif)

means negligible.

36.7% is Wheat. There is mixed cropping in the remaining
area - 8.1% Wheat-Gram and 0.2% Wheat-Barley. These areas
containing predominantly Wheat, are included in this row

for

wheat (for 1957-8 alone). There was no mixed cropping

involving wheat in other later years.

In

1957-8, of the total cultivated area, 8.3% was under

Jowar-Arher and 38% under of Bajra-Arher. These have been
shown in this table wunder Jowar and Bajra column
respectively, for reasons similar to those in (a.) above.

In 1983-4 Kharif season, respectively 7% and 8.6% of the
total cultivated area was under mixed crops with Jowar and
Bajra respectively being the dominant crops. This has been
shown under Jowar and Bajra respectively.
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of gross revenuc in 1983-4. In lact hired labour and sced costs accounted lor as much as 90 per cent of input
costs in 1957-8. These were only 32 per cent in 1983-4, other inputs accounting Tor more than two thirds

of all input costs in 1983-4,

The most important technical ch:mgul has occurred in the creation ol irrigation potential and
harnessing of antomotive technology Tor this. A study of the village in 1957-8 noted tha merease inirrigation |
potential Irom the then low level is a must for development of the village (Ansari: 1964), Expansion in
irrigated arca has heen rapid, imd now over 909, of land is irrigated. Almost all ol this irrigation potential
is generated privately. Un-irrigated arca is almost uniformly distributed over landholdings in different size
classes (Table 3.14). Irrigation potential is highest for the highest holding class (owning above 50 bighas of

land). However, un-irrigated arca is also small in the lowest holding class.

Un-irrigated arca is distributed [ar more unevenly across landholders belonging to different castes.
All land owned by Gadarias, Dhobis and Telis is irrigated. Thakurs, Muraos, Dhimars and Passis have some
un-irrigated land. Jatabs and Harijans have disproportionately large share of un-irrigated land at 17% and
359 respectively, These are the lowest castes in the village and they scem o have the worst land as well.

* " N M .
12 or, is next to the river Ari having adequate

Most of the un-irrigated land is cither in bad terrain
moisturc, or, the Tand is just of very poor quality with no cultivation. In fact one third of the un-irrigated

land (30 bighas) is also uncultivated.

Sources ol Irrigation:

The village is not served by any canal system.  All irrigation is by using ground water, excepl for
oceasional drawing [rom a small village pond. Persian wheel was the main source of irrigation in the Ofties.
Number of Persian whecels inereased dramatically - from 11 in 1957-8 to 25 in 1974-5 (Bliss and Stern: 1982,
p.30) - alter zamindari abolition law was implemented,. No new irrigation wells were constructed after 1975.
In 1983-4 there are 22 Persian wheels, singly or jointly owned by 26 houscholds. There is onc private
whewell with eleetric motor 1o lilt water. One Government-owned tubewell near the weslern boundary ol
the village is aceessible 1o some plots in these parts. Tractor is used Tor lifting water from borewells by the

only tractor owning houschold (HH 213) in the village.

The main mechanism ol lilting water Tor irvigation, however, is a dicsel engine pumping scl. There
are 22 such pump scts in 1983-4 compared o Y in 1974-5. There are 31 borewells in the village. In a few

cases borewell owners do not own pump sets. Pump sets being portable machings, there is an active hire

12 high land within the village where water from existing irrigation sources can not reach. Land area in
cach case is too small Tor investment 1o be worthwhile and owners of this type of land do not have resources

for such investment.
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Table 3.14: Incidence of Irrigation

Pepne—pm—p——e—eSESTE TR S W ¥ F ¥ ¥ - F ¥ ¥ §F ¢ ¥ R ¥ B % R N N _B_F _§ R 8§ _R Q& % R K B % R _§ R & N B R __JL_ B N &R 3 _J__JN__NR__ 4 L L R J_ ]

Classifying Area Irrigated Unirrigated Unirrigated area
category Owned Area Area as fraction of
(bighas) (bighas) (bighas) area owned (%)

By ownership Holding S8ize Classesltbighasl:

QO ) —
0.1 - 5.0 54 hb2.5 1.5 2.8
5.0 = 15.0 321 302 19 5.9
15.0 - 30.0 796 755 41 5.1
J0.0 - 50.0 608 571 37 6.1
Above 50.0 818 8113 5 0.6

By Caste:
Thakur 762 732 30 3.9
Murao 1080 1057 23 2.1
Dhimar 65 G2 3 4.6
Gadaria 195 195 0 0
Dhobi 21 21 0 0
Telil 98 98 0 0
Passi 141 137 ' 4 2.8
Jatab 218 181 37 17.0
Others 17 11 6 35.3
Total 2596 2493 103 4.0

Table 3.15: Mean Yield (Main Crops) at various Dates
(in killogrammes/bigha)

_..----.—..________H“——.———————|--i---—_---—-l———————-lul-l----"—F——-——l-ﬁ----

Crop 1957-8 1974-5 1983-4
Wheat 51 114 106
Gram 49 78 23
Paddy 5 102 134
Jowar 21 91 77
Bajra 43 60 51
Sugarcane NA NA 1307
Barley 37 95 67

|
\

Source: Ansari (1964) for 1957-8; Bliss and Stern (1982)
for 1974-5 yield data. 1957-8 yields are reported
by Ansari in maunds. Conversion factor used is: 1
maund = 48 killogrammes.
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market for their services. In Chapter 9, the market for irrigation services and its implications for tenancy
are analyzed. Trrigation using a Persian wheel is a slow and labour intensive. Bul these are even now in use
W irrigate small plots for some crops ¢.g. vegetables and Tor other crops in the slack season when the

demand for labour is low, and the Persian wheel may be seen as a cheaper source of irrigation.
Elcctric tubewell is a cheaper source of irrigation than diesel pump seis but the Tormer is immaobile,
requires large initial investment and depends on erratic electricily supply. Thus no one is keen Lo invest in

another tube well.

There has been very little increasce in irrigaled arca since 1974 - the irrigated arca as a proportion

ol total arca was 6%, a1 both the survey paints - bul a substantial rise in irrigation services (machinery).
The number of owners ol water sources has sharply increased. Dependability that is assured in owning a
resouree is the most important Tactor accounting lor this increase, However the non-owners benefit from
the cxpansion of irrigation sources as well, They have greater assurance of being able to find an irrigation

source, when they need, with many more potential supplicrs,
#

333 Productivity:

Productivily lor major crops has substantially increased over the past 26 years (Table 3.15). It is
relevant to note that 1957-8 was a normal crop year, 1974-5 was a good year, and 1983-4 was a bad year.
There was a significant loss ol yicld due to adverse climatic conditions - in particular deficient rainfall in
Kharif '84. The poorest yield per bigha was recorded for Bengal gram in 1983-4, Yield of wheat was a little

lower for 1983-4 compared 1o 1974-5 bul it was still more than double the yield in 1957-8.

The comparison of yicld of major crops of Palanpur with UP and India averages for the same was
provided in Table 2.1, They (exeepl sugarcane) show remarkable similarity. 10 is more relevant Lo compare
productivity in Palanpur with that in the plains of west Uttar Pradesh. This was no possible due to non-
availability of data, Next best alternative is to compare with Haryana and Pungab - with which west UP is
held o share features ol *Green Revolution® technology and in productivity levels. Palanpur fares poorly.
Even alter accounting for 1983-4 being a bad crop year for Palanpur (though not for the country), it is

evident that productivity levels are far higher in Haryana and Punjab for Wheat, Paddy and Sugarcane.

In Punjab or 1aryana the yield of wheat never went below 2200 kgs, per heetare in any year since
1971. (For Palanpur it was 1627 in 19834, Comparable ligures for year 1982-3 for Haryana and Punjab are
07 and 2520 respectively).  Similarly Tor paddy , the ligures are 2067(Palanpur), 4716(Punjab), and

WI2(Haryana).  For jowar and bajra, yviclds in both these regions are comparable to thuse obtained in
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Palanpur. Palanpur also shows poor yiclds for sugarcane - 20170 (Palanpur), 60960 (Punjab), and 44250
{H:lr}';um}”

34, Land:
34.1. The Historical and Legal Background:

An attempt is made here 1o understand the land ownership pattern, Land transactions are negligible
(Chapter 9). To understand the present land ownership pattern, one needs to go into at least the recent

history of land tenure laws - particularly since the land reforms of 1950s.

Palanpur was a zamindari villngr.:”. The farmers were lenants of the zamindars, rents were high
and varicd. They were al the merey of the zantindars and his agents. After the Uttar Pradesh Zamindari
Abolition and Land Reforms Act, 1950 (UP Act 1 ol 1951, henceforth the Act) was enacted and
implemented. the then tenants acquired ownership rights.  In lact, the Palanpur land belonged to three
saminedars. Four classes of 1enures were ercated by the Act, of which one transitional catcgory of Adhivasis
was abolished in 1954, The bhumidhars were owners ol the land whereas sirdars were thought of as owners
in the making. Asami was (0 be the only category of actual tenants who had (and still have) very limited

rights over land,

Sirdars were former lenants of the erstwhile zamindars. A Sirdar could become Bhumidhar by
paying 1en times (later twenty times) of the land revenue payable before zamindari abolition. Not many
people ¢chose to do so, In tact very Tew eligible houscholds acquired bhumidhari rights, In 1957 only about
U acres oul ol 450 acres was under bhumidhari rights. Even in 1974 less than 40% of all the village land
was under bhumidhari rights. But after 1977 all sirdars of Palanpur became bhunudhars withoul any such
payment. This provides justilication Tor treating without distinction all bhumidhars and sirdars throughout

the four survey points as owners of land. Now all land is held by Palanpur houscholds as owner-bhumidhars.

Thus, the present land ownership pattern reflects the distribution ol land held by Palanpur willagers
as tenants from the former zamindars. The ownership pattern obtained on operation of the land reforms
Act. continues with litle change through inheritance, the market lor sale of land being inactive. OI the three
[ormer zmindars, two were Thakurs from neighbouring villages and one was a Brahmin, Thus, it is only

o be expected that the Thakurs held large tracts ol land on lease from the ramindars (caste affinities).

13 Gource: Government ol India (1984): Area and Production of Principal Crops in India 1981-1984.
All ligures are in kgs. per hectare,

M History of Tand wenures and the origin ol zemindars in India is quitc complex. The author has
provided o historical review ol Bind tennres in Tndia in Shirma (1992). Also see, Baden-Powell (1892), Gupla
(196.3), Neale (19062), Singh and Mistoa {(190:4), and Srivastava (1984).
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Palanpur is said to be originally a Murao village and thus it is also to be expeeted that they would have held
large quantity ol land on lcasc from the zamindars, These are the two castes that own 71% of all Palanpur

land and better part of i too.

In the post Land Relorm period, the law virtually prohibits leasing of agricultural land (see
Appendix) and almost all land lcased out by and to Palanpur villagers is illegal. In inter-relationships the
village people Tollow the tradition and the enacted laws, including one related o the tenancy are not
observed.  Those whom the law Favours, too, do not insist on its enforcement, as it may lead o non-
availability of land on lease, as the landowners would prefer to leave the land [allow than subject themsclves

o unlavourable laws,

3.4.2, Land Ownership and Land Use:

Palanpur houscholds owned a total of 2596 bighas (406 acres) of land in 1983-84. Total land holding
has marginally declined (rom 2778 bighas in 1957-58 10 the present level (Table 3.10). 1t touched the lowest
level in 1974-75 (2500 bighas). Large downward changes in landownership have occurred in case of Thakurs
and Dhimars. Changes are marginal for other castes in either direction. The decline in per capita land
holding, too, has been most rapid Tor Thakurs and Dhimars (Table 3.17) although there is a decline lor all
castes mainly due 1o population growth, Indeed, it is scen, that Thakurs and Muraos start at the same per
capita land holding in 1957-8 but in 1983-84, Muraos own 42% more land per capita than Thakurs, Relative
land endowment of different castes are provided in Table 3.18. The lower the ratio in column (iv) is, the

hetter land endowment a caste has relative 1o its share ol population in the village.

Only 97 vut of 143 houscholds (68%) are involved in cultivation (Tuble 3.19). The Muraos
contribute the largest number of cultivators. The fraction of cultivating households is smallest for Passis
(40%.) followed by Dhimars (46%). Both these castes along with Thakurs hold a large number of ‘regular
jobs”. Participation in cultivation activitics is low for Thakurs also (73% Thakur houscholds are cultivators).
There is one erucial difference between these two cases though. Landlessness is high among Dhimars and
Passis.  Almost all Thakur houscholds own some land.  They have bigger land-holdings than Passis and

Dhimars {(lables 320 and 3.21).

In contrast, among Telis who have much less land ownership than Passis, there are proportionately
more cultivating houscholds (75%). At the same time Telis have very few 'regular jobs’. It is only to be
expeeted o lind more regular jobs among Passis as they migrated Irom cast UP o work on Railway
construction.  They have maintained that position of having many low paid bul rcgular jobs in Railways.

Kinship and [riendship relations are important in acquiring ‘regular jobs’.
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Land Owned at Various Dates
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Caste 1957-—8 1962-3 1974-5 1983-4 Change:lﬂﬁ?-1934
Thakur 908(18) 857 (20) 760(25) 760(30) -148
Murao 1016(21) 1018(25) 1006(28) 1080(27) + 64
Dhimar 103(10) . 97( 9) 85( 8) 65(13) - 38
Gadaria 186( 9) 201( 9) 177(10) 195(12) + 9
Dhobi 70( 2) 40( 1) 58 ( 3) 21( 4) - 49
Telil 87( 8) 87( 9) 89(12) 98(16) + 11
Passi 116(12) 129(16) 105( 8) 141(15) + 25
Jatab 241(16) 242(14) 201(14) 217(19) - 24
Others 51( 9) 57( 7) 18( 4) 17( 7) - 34
Total 2778 (105) 2727(110) 2499(112) 2596(143) -182
Note: Number of households at each date shown in brackets.

Table 3.17:

Land Owned Per Capita (Bighas) at Various Ddates
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1974-5
4.37 (174)
5.50 (183)
1.44 ( 59)
2.53 ( 68)
2.64 ( 22)
1.25 ( 71)
1.72 ( 61)
2.08 ( 97)
0.67 ( 27)
3.28 (762)

1957-8

Thakur 8.64 (105)
Murao 8.68 (117)
Dhimar 1.84 ( 56)
Gadaria 4.34 ( 43)
Dhobi 11.58 ( 6)
Telil 1.85 ( 47)
Passi 2.04 ( 57)
Jatab 3.39 ( 71)
Others 1.31 ( 34)
Total 5.18 (536)
Note:

Table 3.18:

Population at each date is shown in brackets.

Landownership in Relation to Population, by Caste
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Caste
(1)

% of village popn.
(11)

% of village land
(1ii)

(1v
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Table 3.19: Per Household and Per Cultivating Household

Landownership, by Caste

Land Land owned # of
landless

% of
vil.

o @O WO NP D
T & & & 0= " B 0@
Gh b = 00D B

owned

b= B

MO o M

-

-

B N T LY e R R

per
land per HH cult. HH

HH

--------‘#—--_---_--_-----“—---------__-—-——-—--HH-----—-—--—-

_--_-p---—.-—_-—----—-——-—---_u—---—----—-—--ﬁ_---_------—-—_----

cultivating;
Area is always in bighas.

vil.= village; cult.

Caste # of # of Land

HH Cult owned

HH
Thakur 30 22 762
Murao 27 25 1080
Dhimar 13 6 65
Gadaria 12 8 195
Dhobi 4 2 21
Teli 16 12 98
Passi 15 6 141
Jatab 19 14 217
Others 7 2 17
Total 143 97 2596
Notes Abbreviations:
HH = household.

Table

ownership Holding by Caste

3.20: Joint Distribution of Households

Ownershi
Holding
class

P
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0 2
0 1
7 0
4 1
1 0
0 0
12 4
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Six houscholds (4.29% of the houschold population of the village) - cach of them owning above 75
bigha - own 20% of the land; cleven houscholds (7.7%) - each owning above 50 bighas - own 32% of land;
and the 1op 10 percent of the houscholds (14 houscholds) own 37% ol land (Table 3.22). At the same time
big landholders are also big households on an average. Population ligures for these three groups relative
to village population arc 8%, 14% and 18% respectively. Similar observations can be made about cultivation
holding (Vable 3.23). However, there are no big land owners in Palanpur, No houschold in the village owns
more than 100 bighas of land'®. This obscrvation applies to cultivation holding as well. The biggest

cultivation holding in Palanpur is 122 bighas or below 8 hectares,

Though land distribution in Palanpur is skewed, land ownership is widciy spread across households.
In Rabi 1983-4 twenly seven households owned no land but only 17 (129 of all houscholds) of them could
he said 1o be genuinely landless. The others were waiting to inherit or obtain land [rom their fathers and
thus they had beecome landless due 1o living apart from parents. Certainly in Palanpur, the land reforms have
been successlully implemented. This situation is relevant Tor the present study for its implications lor power
and monopoly. These questions are pursued later while considering markets for labour and tenancy among

olhers.

Incquality in land owncership between diflerent castes is pronounced. Thus, whereas 24 out of 57
houscholds (42%) belonging to Thakur or Murao castes owned above 30 bighas each, only 3 out of the 86
the houscholds (3.5%) in other castes owned 30 bighas or above. In fact eleven households that owned each
S0 bighas or above were all cither Thakurs or Muraos.  OF the six households owning 75 bighas or more
cach. Tive were Muraos. AL the same Lime intra-caste incquality in ownership and cultivation holding is also

significant.

Tables 3.20 and 3.21 show the distributions for land ownership holding and cultivation holding for
cach caste.  First consider ownership holding - intra caste inequalitics are transparent for all castes. Big
bunching of houscholds within a caste in a size group occurs for Jatabs and Gadarias. More than half of
houscholds in cach of these two castes falls in the size group 5-15 bighas of small farmers. Households in

lower castes cluster in lower size groups compared o the two high castes (Thakurs and Muraos).

For a given size class, the cultivation huldings arc more evenly distributed across castes as compared
to the ownership holdings in the same size class (Table 3.21). This can be seen by comparing column for

column of tables 3,20 and 3.21. For example, 15 houscholds from four castes own land between 30-50 bighas

5 helow 6.5 heetares or 13.5 acres - well below the lowest land ceiling for holdings in U.P. The ceiling
in U.P. is 7.30 hectares tor irrigated land with two crops; 10.95 heetares for irrigated land with one crop and
18.25 heetares lor dry land,  (Government ol India, 1982).
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Table 3.21: Joint Distribution of Households
Operational Holding by Caste
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Operational Caste
Holding e e e ———————————
class Tha- Mur- Dhi- Gad- Dho- Teli Pas- Jat- Oth- Total
(bighas) kur ao mar aria bi si ab ers
0 8 2 7 4 2 4 9 5 5 46
0.1- 5 3 1 3 1 0 2 1 2 0 13
5.1-15 4 0 0 1 1 2 3 6 1 18
15.1-30 3 8 1 2 0 7 0 5 1 27
30.1-50 10 10 1 4 1 1 2 1 0 30
Above 50 2 B 1 0 0 0 0 0 0 9
Total 30 27 13 12 4 16 15 195 7 143
Table 3.22: Top Households by Ownership Helding Size
Number (ii) as Number (iv) as Land (vi) as %
Category of % of all of % of owned of total
househ househ persons vil.pop (bighas) wvil. land
(1) (11) (111) (1v) (v) (vi) (vii)
> 75 bigha 6 (4.2) 73 ( 7.86) 520 (20.0)
> 50 bigha 11 (7.7) 138 (14.4) 818 (31.5)
Top 14 HH 14 (9.8) 172 (17.9) 958 (36.9)
Total 143 (100) 960 (100) 2596 (100)
Note: househ. = household, vil. = village, pop = population.
Table 3.23: Top Households by Cultivation Holding Size
Number (ii) as Number (1iv) as Land (vi) as %
Category of % of all of % of cult. of total
househ househ persons vil.pop (bighas) cult.land
(1) (11) (1ii) (iv) (v) (vi) (vii)
> 75 bigha 5 (3.5) 88 ( 9.2) 494 (18.6)
> 50 bigha 9 (6.3) 132 (13.8) 726 (27 .4)
Top 14 HH 14 (9.8) 175 (18.2) 957 (36.1)
Note: househ = household, vil. = village, pop = population,

cult.land = cultivated land
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but 30 houscholds Trom all castes (except the miscellancous category) cultivate land between 30-50 bighas.
Number of non-cultivading, houscholds is larpe (40 houscholds or one third ol all the houscholds). There
is no caste in which every houschold is cultivaling some land. With the exception ol Telis, number of non-

cultivating households is more than the number of landless households for all castes.

Size distributions ol holdings in all four survey years are provided in Table 3.24 for ownership
holdings and i Table 3.25 for cultivation holdings. Distribution of ownership holdings in the middle range
is stable over time, Between 30 and 357 ol houscholds own between 5 and 30 bighas in all survey years,
The proportion ol holdings above 30 bighas has steadily declined from 29% 1o 18%. There has been a sharp
rise¢ in proportion of marginal holdings ((.1-5 bighas) [rom 2% in 1957-8 to over 13% in 1983-4. The rate

of change is last between 1974-5 and 1983-4 compared to the earlier 17 years period.

Maximum holding sive has declined sharply from 235 bighas 1o Y9 bighas. Minimum holding size
has been very small at all points ol time. There is a decline in average size both lor owncership and
cultivation holdings. Notwithstanding these changes, inequality in ownership shows a marginal increase in

983-4 comparced 1o 19537-8 [Lanjouw and Stern (1989)).

The non-cultivators outnumber the landless in all years, this difference being the largest for 1983-84.,
Proportion ol the non-cultivators to all houscholds too was [ar higher (329%) in 1983-4 than in any other yeak
(below or around 20%:). On the other hand there is a decrease in number of marginal (0-5 bigha) and small
(5-15 bigha) operational holdings as compared 1o the ownership holdings in the same size classes. Thus,
among the cultivators, there is big bunching in the two middle categories (e, 15 to 50 bigha) - their number

is 607 ol all cultivators. At this stage it is reasonable to suggest that 15 bighas is barcly cconomically viable

holding whereas resource requirements tor holdings ol size above 50 bighas will severely stretch most of

Palanpur houscholds. This adjustment in holdings is brought about by leasing in and out of land.

The maximum cultivation holding size also has considerably declined from 226 bighas in 1957-58 to
122 bighas in 1983-84. The average cultivation holding size for the village has gone down significantly (by
over 30%.), but the decline in average size ol the holdings of the cultivating houscholds has not been so sharp

(from 33 bighas per cullivator in 1957-8 to 27 bighas per cultivator in 1983-4, i.c. a decline of 189%).

343, Tenancy:

From the discussion ol the village so Tar, it is already clear that the land ownership i1s uncvenly
distribmed across Palanpur hovscholds. 1o porticular, there are o large number of marginal landowners.
It is also scen that technical change in Palanpur so far has basically been the land augmenting Lype
(increased irrigation, use of HYV seeds, lertilizers and increased cropping intensity) rather than labour

augmenting (use of tractors, harvesters cle.). Thus, one anticipates trade in the land and labour o oceur
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Table 3.24: Size Distribution of Ownership Holdings
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Year

Size Class 1957-58 1962-63 1974-75 1983-84

0 16 (15) 16 (14) 17 (14) 27 (19)
0.1 - 5.0 2 ( 2) 4 ( 4) 12 (10) 19 (13)
5.1 = 15.0 30 (29) 27 (25) 24 (20) 35 (25)
15.1 = 30.0 26 (25) 32 (29) 41 (35) 36 (25)
30.1 - 50.0 17 (16) 17 (15) 9 ( 8) 15 (10)
Above 50 14 (13) 14 (13) 15 (13) 11 ( 8)
Total 105 (100) 110 (100) 118 (100) 143 (100)
Max. Holding 235 180 99 99
Min. Holding 2 1 1 1
Average 26 25 21 18
Gini Coeff. 0.54 .50 0.49 0.59

Sources: Bliss and Stern (1982) and Lanjouw and Stern (1989).
Notas: For 1974-5 qgini coefficient, only 111 houscholds,
excluding non-agricultural households, are included.

Table 3.25: Size Distributions of Operational Heoldings

Year

Size Class 1957-58 1962-63 1974-75 1983-84

0 17 (16) 22 (20) 25 (21) 46 (32)
0.1 - 5 2 ( 2) 0 ( 0) 6 ( 5) 13 ( 9)
5.1 — 15 25 (24) 17 (15) 15 (13) 18 (13)
15.1 - 30 28 (27) 37 (34) 43 (36) 27 (19)
30.1 - S0 18 (17) 18 (16) 20 (17) 30 (21)
Above 50 15 (14) 16 (15) 9 ( 8) 9 ( 6)
Total 105 (100) 110 (100) 118 (100) 143 (100)
Max Holding 226 160 84 122
Min Holding 2 6 2 1
Mean Holding 28 25 21 19
Ginl Coeff 0.61 0.49 0.44 0.60

Source: Bliss and Stern (1982); Lanjouw and Stern (1989).
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4

in such conditions. Tradce in land in the present context means a temporary transfer of land through leasing

i.e. the market for tenancies'®,

The rest ol this thesis is concerned with understanding why leasing scems 1o be the best method of
bringing together the unevenly held (owned) productive resources including land and labour. The effect of
leasing activity 1s alrcady discernmible by comparing tables 3.24 and 3.25. It is clear that leasing of land
reduces the number ol cconomically unviable holdings (those below 15 bighas) and also the number of large
holdings (those above 50 bighas). Many marginal landowners appear to join the ranks of non-cultivators by

leasing out all their land.  In contrast, the number of holdings double in the 30-50 bigha range as a result

ol lcasing.

Indeed, market for leasing of Land is very active in the village., Although only 289 of the cultivated
land was lcased-in, and 20% ol owned land was leased out, the number of households either leasing in or

lcasing out is very large - 106 out of 143,

Extenl of tenancy in Palanpur is discossed in Chapter 5. Some signilicant features ol lease market
m Palanpur arc: Both the lessors and lessees come Trom all castes, land ownership or income classes. Turn
over ol lenancies from year to year s large. Tenancies are ol short duration e, either one agricultural year
or once crop scason. Sharc-cropping is Lhe dominant mode ol leasing. Palanpur is net leaser-in of land. And

almost all tenancies are informal (1.c. oral) and unregistered tenancics between two privatle partics.

Appendix: Law of Tenancy in Uttar Pradesh

There 1s no provision that restricts leasing on account of it resulting in creation of a fragment, (see
UP Consolidation ol Holdings Aect, 1953). Leasing-in is permitted irrespective ol amount of land held for
cultivation by the lessce. There is no provision tor operational holding of a lessee cultivator to be below the
land cciling limit (which certainly applics to ownership holding). (sce, UP Land Ceiling Act, 1961 scelions
), 5, and 29),

Leasing oul is permitted only lor disabled persons (as delined in the law), armed forees personnel
and those prosecuting studics. (see the UP Zamindari Abolition and Land Relorms Act, 1950 (The Act):

seclions 156, 157, 157A, 1578, 1570).

The Act firmly puts its Faith in the idea of "land to the tiller' and virtually prohibits any type of
private leasing out or sub-letting of land. Thus there are severe restrictions on leasing of land but very little

in the law 1o .'-'.uh'g_',llurl.l mterests of a tenant.

There is no provision lor determination ol rent or the minimom period ol lease in the Act. The
reason s Chat the Act "docs not countenance sub-letting favourably except lor the limited extent as provided

% The market for land transactions (sale/purchase) is inactive as discussed in Chapter 9. Hence
adjustment of land o labour ¢ndowments and other productive resources through sale/purchase of land is

no option al all.
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in Sce. 157", (Srivastavi, 1982, p.942). At the same time LR Act Torbids mortgage of land with possession
by cven a Bhumidhar (S155). Usolvuctuary Mortgage is nol permitted under law. (Srivastava, p.Aa67).

Scetion 157 provides for lease by a disabled person (as defined under this scelion).  Any private
lease in violation of this section is not sanctioned by law. Only $197 provides for admission of a person as
Asami (tenant) on land under its command by the Land Management Committee of a village.

Bataidar (share-cropper) tenant is accepled as a tlenant, according to a judgement of Allahabad high
court {(Srivastava: 1982, p.572):

"Taking a sajhidar [Partner] is personal cultivation . But a Batai (Sharecropping) tenanl 1s a tenant
and he has an interest in the land and is entitled 1o exclusive possession of the land and its produce. He has
all the characteristies of a regular tenant. (Ratan Singh Vs Jaipal Singh, 1959 ALJ Tax Rev.31)"

§.156. Letling of land forbidden except as in 8.157 or to a recognised educational institution for agriculture
cl.

5.157.  Lease by a disabled person -
(1) A Bhamidhar or an Asami holding the land in licu of maintenance allowancee under section 11

whu 1y --

() an unmarricd woman, or if married deemed divoreed or separated from her husband or
whose hushand sullers from any of the disqualifications mentioned in clausces (¢) or (d) or
i widow,

(h) . minor whose ather sullers from any of the disqualifications mentioned in clauses (c) or
(d) or has dicd;

(c) a lunatic or an idiot;

(d) a person incapable of cultivating by reason ol blindness or other physical inlirmity;

(c) prosceuting studics in a recognised educational institution and does not exceed 25 years in
age and whaose Tather suffers from any of the disqualifications mentioned in clause {c) or
(d) or has dicd,

(D) in the Military, Naval or Air Services of the Indian Dominion; or

() under detention or imprisonment;

may lcet the whole or part of his holding.

Sechions 213 1o 220 concern rent,

$.213 says that an Asami on occupation ol land will be liable 10 pay such rent as may be agreed
upon between him and his landholder (or Gaon Sabha). This suggests that the law permits Iree contracting
or leases agreed upon subject o 8,157, Scetion 214 says that rent payable can not be varied except as
provided under law whercas 8215 allows for suil for fixation of rent. Section 217 lays down the procedure
for how renl can be paid.  8.218 aims at granting rcliel to balai tenants Lo pay a certain cash rent by
providing law for commutation ol rent. Section 220 provides lor procedure for the payment ol arrears of rent
and cjectment in case of default. Lastly Scetion 220 provides for the remission ol rent in cases of calamily.
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Chapter 4
TENANCY CONTRACTS

4.1. Types of Tenancy Contracts:

In Palanpur, as in most other villages in India, tenancy contracts are not formal written contracts
of lcase. Formal or recorded tenancy is negligible in India (Laxminarayan and Tyagi: 1982), and virlually
absent in Palanpur, Hence when once talks of a "contract™ in this context, it is to be understood to mcan an
mformal, oral agreement between two or more partics. This is true nol only of tenancy but also of labour
and even ol credit when both partners are from the same village. However, these agreements create binding,
obligations on both sides that arc dilficult 1o repudiate - even though these may not be enforceable in a court
of law. Thus, it is meaninglul 1o refer o these agreements as contracts, In most cases terms of each type ol
conlract are standard, to the extent that cach sct of terms with its distinctive features has a local identifying
mame - g, Bated, Peshagi, Chanthal cte. A the same Lime, all enaney contracts offer some Texibility,
allowing for some small or large manipulation or bargaining. Thus, the main [eatures of the standard tenancy
contracts as described in this Chapter should be taken (o constitute the non-negotiable part of a particular

type ol contract, as universally accepted in the village'.

The land tax and land development tax (small farmers are exempt from this tax) is always paid by

the owner ol the land. This applics irrespective of land being Icased out or not and also irrespective of the

. Ed
type of lease contract”.

Tenancy contracts can be classificd into fixed rent and share rent contracts. The term “lixed remt”

is used in the sense ol rent being independent of production obtained. Rent in these contracts is not
neeessarily invariant (fixed) across contracts involving different partners. Share rent is always paid in kind
- ashare in the produce of the crop. Fixed rent contracts can be further broken down into fixed rent in kind,

and cash lixed rent. A cash rent contract is always in the nature of a fixed rent contract. Long term tenancy

contracts in Palanpur arc ol the cash rent type.

Table 4.1 shows arca under different types of lease contracts.

P'See Chapter 10 on negotiable and non-negotiable contracts.

2 This is in sharp contrast 1o Reddy, MLA, (1985b) - a historical study ol tenancy in Nellore district in
south India. 1Reddy reproduces a large number of tenancy contracts. Each lease contract invariably mentions
that land tax is to be paid by the tenant and even in case of crop failure, though rent (o be paid 1o the fessor

mav be commuted, the tenant is still required to pay the land tax.

46
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Table 4.1: Prevalence of Different Contracts

O Er e e e eEe S e S S SR SRR S G S G- e S S G B S G SEG G SN SN S S N NN BN BN S S S S S S e e G e e e . e

Contract Area leased in under the specified contract
Amount As percentage of
(bighas) total leased-in area®

e e e e S S . S . D D S I B T S S S S S G PR e S B R I I S S S S S e S —"

Share contracts

Batai® 563 76 (21.3)

Chauthail 32 4 (1.2)

Tihai , 0 0 (0.0)
Non-share contracts

Cash rent 83 11 (3.1)

Kind rent 24 3 (0.9)
Usufruct mortgage 16 2 (0.6)
Other Contracts 24 3 (0.9)
Total 742 100 (28.0)

[ ————————————————e L el R e

Notes:
° In brackets, percentage of total operated area.

b Tncluding "sajha batai'.
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4.2. Negolintions:

Tenancy contracts are generally negotiated and concluded in the Indian month of Jeth (May-June) -
alier the Rabi erop is harvested and before the Kharil season begins, The first approach for leasing of Land
mipght he made by o p:u'mclr' on cither side ol the contract: often the desire of a houschold to leasc-out o

lease-m is known within the village. The intending parties meet cach other and negotiations begin - normally

about leasing ol particiedar plot(s) of the owner.

If it is to be a lixed rent contract (cash or kind), then there are negotiations about the duration of
the lease, and the rent to be paid. In case of a lcase on lixed kind rent, the total rent (Lype and quantity of

cach type of grain) is specilied for a given plot under ncgotiations and generally not on per unit area basis.

Negotiations, in a sharccropping lease, involve: which crops to grow, what crop cycle to follow?,

ppproximate input levels including number ol irrigations, fertilizer, Tarm yard manure ete, Duration of lease

(Tor sharc-contracts, generally it is ong crop scason or one year) is also decided.

Al this stage the lessor and lessee bargain 1o obtain Bivourable terms of contract, The bargaining
is nol concerned with the central non-negotiable part of the agreement. For example, in a sharecropping
lease, the division of ouwtpul and puts in equal shares is not a matter of negotiation but the mode of input
cosl sharig may be deaded through negotiations. Thus, the lessor and lessee may agree to contribute their
e P LN 1 L ) T B L L] * 3 L] - [ - L) X R ] L 1 - L ‘1
shares of input costs al the actual time of its application. Alternatively, they may agree that the lessor” alone
shall incur all input costs inmitially when they are applicd and the actual sharing of input cost shall be
implemented at the time ol sharing ol produce. In the latter case, there is an element of interest-free credit

involved. This Tlexibility in mode of cost sharing is important when different partners face different cash

conslrainis.

4.3, Fixed Rent Contracts:

In lixed rent contracts - whether cash or kind - the allocation of responsibilities is simple and

straightforward. The tenant is the sole cultivator of the leased land during the contract period and he or she

takes all the decisions. The landlord’s role is limited 1o collection of the rent. There is no cost sharing. Of
course tenancey is Tor agricultural purposcs, but within this limit the tenant is free o cultivate as he wants
- decide on the crop mix, crop rotation within the contract period and timing and quantity of input use. A

bricl description of the various types of [ixed rent contracls that cxist in Palanpur, is given below.

Y There are discussions about the attributes of the land and about suitability of certain crops against

lhers.

* or, the lessee - depending on who has beller resources.



43.1. Rent in Kind;

Rent is gencerally specilied in terms ol a lixed quantity of wheat for the land leased. The time for
payment is after the Rabi (wheat) harvest®. The duration of the contract is one year, from the beginning
of the kharil scason to the end of the rabi harvest (June to May). In the survey year the rent was normally
one quintal (100 kilograms) of wheat per bigha. This type of contract is locally called "kuntal bigha’ (signifying
that typical rent is onc quintal of wheat per bigha per year) or "Naz par’, meaning (contract 10 lease) on

loodgrains (as rent).

43.2. Cash Rent:

In Palanpur, three different kinds of cash rent tenancy contracts can be distinguished.

a. Peshap:

Peshagi s advance rent in cash to be paid belore the contract becomes operative. The total rent to
be pard for a given arca ol land is a matter ol mutual agreement. The duration of these contracts is normally
onc year - Short Term Cash Rent (STCR) contracl, or, occasionally for several years - Long Term Cash

Rent (LTCR) contract.

v, Tenancy as Repayment of Loan (RL):

This contract comes into being when one of the parties is indebted to the other and is unable or
unwilling 1o repay, The debt is converted usually into a long term cash rent contract whereby the lender
leases-in a mutually agreed arca from his debtor [or a specified period. The loan is considered repaid in lieu

ol the lease and written off. Duration for such leases ranged [rom 7 to 9 years in Palanpur.

c. Usufructoary Mortgage (UM):

A loan and a lease ol land simultancously enter into this type of contract as its two components.
The lessee gives a loan 1o the landowner lessor and enjoys the usutruct of land ull loan is completely repaid.
The period of such o contract is unspecilicd and the contract lasts as long as the loan is not completely
repaid. No cash interest payments are required [rom the borrower lessor. In effect, the possession of the land

by the creditor plays partly a role of implicit interest collection, and partly one of security (collateral).

The UM contracls complicate the issue of assessment of both interest rate and rent ol land. The
existing contracts ol Lthis Lype were continuing Tor several years in Palanpur. The minimum period of contract
for UM is one vear, In this sense these are different Trom simple mortgage of land or even mortgage of land

with possession since in cither ol these eases land cither reverls to the landowner or is translerred 1o the

> In some cases rent may be part in wheat and part in some Kharif cereal - jowar, bajra or paddy. In
such a case the amount is fixed for cach of the cereals and is paid at respective harvesting limes.
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morigagee at the end of mortgage period. There are no reported cases of such mortgaging of land in

Palanpur,

All long duration tenancy contracts in Palanpur in the year 1983-4 were cither RL or UM. Other
cash rent contracts are short term (ie. STCR). RL and UM described above are good examples of
“interlinked” credit and tenaney transactions. But the interlinkage of factor markels is conspicuous by its

absenee in Palanpur®.
Nearly 209% of all leased land was under hixed rent tenancy contracls.

44. Share Contracts:

In terms of Traction of leased-in area share contracts are more common, In Palanpur share contracls
take many torms. Beatar is the most important share-tenancy conlract. Share tenancy generally involves cost
sharing of some inputs. Normally, input costs are shared at time of their occurrence. Share contracts are

described below;

4.4.1. Batai (BA):
These are what shall be called standard share-cropping lease contracts. A universal feature of these
contracts is the equal division of output between the landlord and the tenant. In [act the word "batai’ means

the act of dividing” inmo two, In Palanpur, arca under BA accounts lor 80%, ol arca under all share contracts

ar 654 of all leased band.

In BA. the tenant contributes all labour and all seed costs for most crops. Seed costs for sugarcane,
potatocs and vegetables are substantial and arce shared cqually by the landlord and the tenant. Fertilizer and
irrigation costs are shared uquully?. Il irrigation is by the landlord’s diesel pump, the tenant provides Tuel
costs - roughly cqual 10 hall the standard irrigation charges. However il a laundlord’s Persian wheel is used

by his tenant lor irrigation, then no payment is made to the landlord.

Harvesting is responsibility of the tenant, Wheat and rice is normally harvested by hired labour on
2 picee rate hasis - labourer reeciving 57 ol the harvest. Thus a share-cropper olten employs picee-rate or
share-wage labour lor harvesting, the wages lor which must come entirely from the tenant’s own (half) share

of the produce. If the grain is threshed on mechanical threshers - as in case ol wheat - the threshing charges

e

See Dreze and Mukherjee (1982); Sharma and Drese (1990). Also see Chaptler 9 of this thesis.

7 In Palanpur inscclicides, pesticides or weedicides are not in usc. It is certain that if these were 1o be
used. the costs of these inputs also would be shared equally.
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are shared cqually. Organic fertilizer (Tarm yard manure) is supplicd by the tenant, if the contract is for one

year or more at one cart-load per bigha.

The duration of these BA contracts is one year - kharif [ollowed by rabi. Occasionally the share
contracts can be scason and crop-specific (e.g. potato lease or paddy lease). The notable exception are
sugarcane leascs which are crop-specific and are of two year duration, if there is any third ratoon crop, this

wholly belongs to the landowner,

The practice ol cost sharing is not uniform for all inputs - some are shared while others are not,
Shared inputs are of a relatively recent nriging. Costs are shared for operations that have become by and
large mechanized - like threshing and irrigation. Also, new expensive inputs like chemical fertilizers are
shared. Tenee the present structure of cost sharing in BA scems to be that of sharing of modern inputs while
inputs used in traditional agriculture arc provided by the tenant alone. To illustraie: Ploughing in Palanpur
is still a traditional agricultural operation employing animal and human labour, hence il a tenant hires
ploughing services of a tractor involving cash payments, the landlord docs not share the costs. 5o, costs are

sharcd Tor some inpuits or operations and nol just any cash cxpenses incurred by the tenant in cultivation,
To recapitulaie, sharing of inputs in BA contracts’ is determined by the following factors:

1. Shared inputs arc of relatively recent origin e.g. fertilizer. Thus, generally, modern inputs are shared

and inputs uscd in traditional agriculture are wholly boprne by the tenant.
2. Shared inputs involve cash expenses. This implics that there is a premium on cash expenditure.

3. Sharcd inputs involve substantial expenses even when they do not involve cash expenses e.g.

sugarcane sced - guite often it is home produced but it is expensive.

4. Shared inputs have comparatively low labour component and high level of mechanization, Example:

Irrigation using eleetric-tubewell or diesel pumping set.

Bargaining power of the contracting partics. This may influcnce actual mode of sharing of inputs

="

as well as whether certain inputs are shared or not, or, applied by a parly or not. To give an

8 The 1957-8 survey of Palanpur does not mention existence of cost sharing practices in batai. For
further evidence that cost sharing practices were earlier non-existent in other parts of India, say 25 ycars
carlicr or in period prior 1o chemical revolution in agriculture, sce Sharma and Dreze (1990).

Y Batai is lurther discussed in Sharma-Dreze (1990).
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example, a tenant who is willing 1o bear costs of shared inputs initially (at the time of occurrence)

may bargain for not providing any farm yard manure,
44.2. Other Share Contracts:

Sajha Batai (SB):

Each BA contract involves one landlord and one tenant. Sometimes two or more persons jointly
lease in on BA terms: this is ‘sajha batai’. In SB a landlord’s position is the same as that in BA. But
responsibilitics and rewards ol a tenant in BA are shared equally between two or more tenant partners

(called “sajhidar’ in Hindi which comes from ‘sajha’ meaning joint).

Chauthai (CH):

The tenant contributes hall of the labour and seed costs (for crops the seed costs of which are not
sharcd in a batai contract), and one lourth of all other input costs. The tenant receives one fourth of the
produce ("Chauthar” means once-lourth), the remaining three fourths going to the landowner, This is formally
the same (in terms ol the structure of output and input shares) as an $SB contract, but the landowner is

himsell one ol the two partner tenants,

All management decisions are taken by the landowner under this contract. Thus, tenant-landowner
rclations are very different in a CH contract to  those in a BA or an SB contract, though structure of
contract in input and output sharing is similar. Indeed, the position of a CH tenant is akin to a wage

I

lahowrer There were only three tenaney contracts on CH terms in Rabi 1983-84, involving a total of

62 bighas of land.

Tthai:

There are two variants ol tihai lcase contract. In one variant, the landowner provides bullocks and
land. The tenant feeds and maintains the bullocks and uses them on the leased land. The tenant provides
all labour. Other costs (e, irrigation, Tertilizer and sced) are shared equally. Sharing of threshing charges
is negoliable. In another variant ol tthai, Lthe landowner iniliates cultivation, the tenancy contract begins after
sowing, Then all Tabour s provided by the tenamt, Al costs are shared cqually, In fifrd (cither variant), the

Lindowner gets 2/3 ol the produce and the tenant 1/3.

In Table 4.2 the maim Jeatures of tenancy contracts are sununarzed.

e T

"' Phis s how CH exists in Palanpur. There is another variant of CH contract: the landowner provides
all the inputs except labour and the (so-called) tenant provides all the labour. The landlord gets three fourths
ol the produce.



Table 4.2: Types of Tenancy Contracts

----------------------------------------------------------------------------------------------
L_J

Tenant's  Tenant's share of inputs (%)

Contract  share of  =mesmsmemeccccmcmcmecoeeene. Other Features
output  Labour  Seeds’  "Cash
(%) inputs’
Batal 30 100 100 50 Costs are shared at the tine of theiy
occurrence,
Chauthal 25 50 50 25 - do -
Tihal 3.3 100 5 50 The landlord provides the bullocks:

the tenant raintalns and uses ther.

Cash rent 100 100 100 100 Rent pald in advance,
Anount is neqotiable.

Rind rent 100 100 100 100 Rent paid in kind at the time of the
| harvest ending the aqricultural year,
Anount 1s initially negotiable,

Usufruct 100 100+ 100 100 Land leased against loan from tenant
nortgage to landlord; see text for details.

-----------------------------------------------------------------------------------------------

' Tor a fev crops (e.q. sugarcane, potatoes and vegetables), seeds are shared in the same way
as cash 1nputs.

" Yainly irrigation and fertilizer costs.



Table 4.3:

Incidence of Tenancy, Rabi 1983-84

b2a

-----ﬂ'H_---__--——-—-————-—__---—_-—.--——------_—---—_------_-----

Percentage of Percentage of Leased-in Leased-out
households households area as area as
leasing in leasing out percentage percentage
of total of total
operated owned area
area
By Ownership Holding:
0 19 0 100 0
0.1 - 5 71 43 94 37
5.1 - 15 36 60 57 48
15.1 - 30 53 50 27 25
30.1 = 50 27 73 6 19
above 50 36 73 10 24
By per capita Annual Income Class (in rupees):
not above 500 36 42 47 30
501 - 800 33 49 18 30
801 - 1200 34 49 22 34
1201 - 1600 47 60 34 23
1601 - 1800 36 57 19 15
Above 1800 54 31 31 9
By Caste:
Thakur 27 67 20 38
Murao 52 37 14 12
Dhimar 31 46 82 59
Gadaria 33 50 37 38
Dhobi 50 25 72 18
Teli 63 19 61 18
Pass1 13 53 10 36
Jatab 47 63 35 33
Other 14 29 71 60
TOTAL 38 48 28 26
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Fiqure 4.1

Distribution of Palanpur Households according to Tenure Status

LAND OWNERS LANDILESSES
N
0 Owner Cultivators (OC) |
N 15
T Pure Landlords (LL)
E
N 24 | Landless
A non- ;
N cultivators
T (NONOP)
S Cultivating Landlords

(OCL) 22
28
Owner Tenant Landlords

T (OTL)
E 16 Pure
N Tenants
A Owner Tenants (OT) (T)
N
T 33 5
S

Note: The numbers indicate the households with the re5p9¢tive
land tenure status 1n Rabi 1983-84. Total number of
households in Palanpur is 143. Abbreviations used for
tenure classes are as explained in Table 5.4.
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involved in cither leasing-in or leasing-out or both™. In fact 121 houscholds (85% ol all houscholds) show

imvolvement in lease market in cither Rabi or Kharil season,

Thus incidence of lenancy is widespread in coverage of houscholds although not so much in arca.
This widespread involvement ol houscholds in tenancy contracts indicates that the tenancy plays a very usclul
role in allowing them to adjust their cultivation holding according 1o resources, nceds, desire or special
creumstances. In particular for some of them (e.g. houscholds without fit adult male, or those houscholds
with the only "working” member(s) employed outside), these contracts represent important economic

opporlunitics.

'I'iumgh there are caste specilic differences in proportion of houscholds leasing-in or leasing-out, it
can be seen that lessors and lessees come from all castes and in fairly large proportions with a few exceptions
(Table 4.3). Thakurs and Jatabs are most prominent among lessors. But Jatabs are also prominent among
lessees. In contrast Muraos, who like Thakurs but unlike Jatabs are rich, lease-out much less area and also
lewer number ol Muraos leasc-oul, A large number of them lease-in (highest proportion among all casies)

but they lease-in much smaller raction ol arca cultivated by them than other castes.

Table 4.3 also shows very similar distribution of lessors and lessees across land ownership classes.
A marginal tendency for lessees 1o be lower down the ownership scale compared to lessors is detected but
the contrast is not very sharp. The contrast 1s most marked in 30-50 bigha class. Only 279, of households
lease-in whereas 73%, lease-oul. Land leased-in as Iraction of arca operated and land leased-out as fraction
ol arca owned both show an over all tendency (o decline with increase in land ownership. Only 2 small number
ol landless houscholds lease-in land, In Lact pereemtage of landless houscholds, who lease-in land, is the

lowest in comparison 1o all other classes,

Incidence ol tenancy according to per capila income again shows a wide spread of both lessors and
lessces across all income classes (Table 4.3). The number of lessees as a fraction of total households in a
given income calegory is lairly constant lor most classes. In general a class showing highﬂr percentage of
lessor also shows higher percentage of lessecs - except the highest income class where the number of lessees

is higher than the number ol lessors,

4 The discussion and statisties 1s confined 1o the Rabi 1983-4, The features observed [or Rabi and

Kharil scasons are similar. |
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Itis clear that incidence of tenancy is almost equally widespread for all land owners. These findings
appear gquite at varianee with popular view ol tenancey as a predatory relationship between the landlords and

.q
the Iun:mlﬁi' .

4.7. Changes over Time:
4.7.1. Terms of Contracts:

Numbcer of different types of tenancy contracts have increased. The proportion of land under share
cantracts has considerably deercased (84.7.2). Thus, more land is lcased on cash rent, and many types of cash
rent contracls are obscrved in 1983 in contrast to [ewer such contracts earlier. Leasing on fixed kind rents |
is a new phenomenon, Among share contracts, tihai has disappeared from Palanpur, but is still in existence
n several neighbouring villages, Batai contracts have all along been important lease contracts. Cost sharing

was nol an important aspect ol batai in 1957 because the inputs whose costs are shared were not in use then.

There is no change in the terms of batai contracts since 1974, Produce and costs are shared in the
same way. The pressures on supply and demand conditions have not changed the central features of batai.
However, in batai too, the contract has elfectively changed through greater cost sharing as cultivation has
become more capital intensive, Use of diesel-pump-sets and tubewells has increased at a Tast pace. Number
of working pump-sets has increased from 5 or 6 in 1974 to 22 in 1983. No new Persian wheels are installed
and some old ones have gone out of operation, Wheal threshing operations have been completely
mechamised as against bullock and manpower being used lTor threshing and winnowing carlicr. Thus sharc
of lessor i total input costs has gone up sipnificantly. Accordingly, rent as a share of gross produce has come

down from ncarly 30% in 1957 10 below 30%. in 1983,

About cost sharing Bliss and Stern (1982) noted that Irequently the input costs were borne by the
tenant initially at the time ol application and costs were shared at the harvest time. In 1983, sharing ol inputs
wis done at the time ol their application as a rule. Exceptions o this rule are lew and in exceptional

arcumslances when eitfrer the tenant e the landlord Taces temporary linancial dillicultics.

I appcears that the cfleetive terms of batar contract have moved in lavour of the tenants. On the

other hand tenants are more severely rationed now,

4.7.2 Incidence of Tenancy:
There s an increase inincidence ol tenancy in Palanpur over past three decades. Leased-in arca

increased Trom 289 bighas in 1957 1o 5064} bighas in 1974 and to 742 bighas in 1983, As a share of total

I See Sharma and Dreze (1990), p.19 for a characterization of popular view of landlord-tenant relation
and its cchoes in cconomic analysis. For further study of characteristics of lessors and lessees and evidence
[rom other studies, sce Chaptler 3,
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cultivated arca leased-in arca increased from 10 per cent in 1957 1o 23 per cent in 1974 and Lo 28 per cent
in 1983 (Tabde 400y, Leascd-out soea increased from T2 Dighas in 12957 1o 027 Dighas e 1974 ad 1o 087
highas in 1983, This as a proportion of total land owned is 4 per cent in 1957, 25 per cent in 1974 and 27
per eent in 1983 (Table 4.4). A large increase in leased arca is observed between 1957 and 1974, Increase

in incidence of tenancy continued after 1974 but such increase is comparatively less.

The survey of 1957 was conducted soon afler the UP Land Reforms Act, 1950 came into force and
was still in the process of implementation. Thus, the fear of loss of leased-out land was much greater at that
time. This must have reduced leasing activity and prompted a strong tendency for under reporting by the
lessors. Nevertheless, the increases are very large and are unlikely to be all on account of under reporting
bias of lessors alone, Indeed, the increase in leased area continued after 1974 also when such biases are
small. These changes are better seen in the light ol other changes that bave taken in the village since 1957

and discussed below in §4.7.3.

4.7.3. Leased Area by Type of Tenancy Contract:
Arca under non-sharc lease contracts has been increasing from 1957 1o 1983, Arca leased-in under
non-share contracts increased from 4 bighas in 1957 to 52 bighas in 1974 1o 147 bighas in 1983, As a fraction
of total leased-in area, arca under non-share contracts has gone up from 1% (1957) to 9% (1974) and 10
23%, ((943). There has been a simifar nise in such area for leased out fand -- it was 6 bighas (5% ), 36 bighas

(%) and 125 bighas (18%) in 1957, 1974 and 1983 respectively (Table <1.4).

Arca under share contracts has gone up in this period. But its share in total leased area has declined

signilicantly as total leased area has increased at a faster rate. To understand these changes, one must look

al other changes oceurring in cconomy ol the village.

Large demaographic changes have occurred (Chapter 3). Population increased at a fast rate, nearly
doubling in these three decades. The pressure on land is increasing. All village land being already under
cultivation, extension of land under Tarming is not possible. Economic opportunitics outside the village have
expanded al a Fast rate, At the same time, within village there has been no expansion of economic activitics -
cultivation remaining the most important cconomic activity. 1§ anything there has been some decline in non-
cullivation cconomic activitics in the village. For example, traditional oceupations of "Felics and Dhobis that

were marginal ceonomic activities in the past have completely disappeared now.

With increasing population and pressure on land, average size of holdings has decreased. Land
owned per capita has come down to less than hall during 1957-1983 (Table 3.17, Chapter 3). This has -
resulted in large number of unviable marginal holdings (those below 15 bighas). Agriculture has become

more capital intensive - a necessity 10 augment per bigha productivity. Thus cultivation now requires a large



Table 4.4:

5%a

Incidence of Tenancy Over Time (1957 - 1984)

By Type of Lease Contract

_-_—_—_..._.---.-._____._._--.-—"____u--"————_—.—-—--——————l-l--——————_-—----

Area Leased-in on Total Area Leased-out on
—————————————————— culti- --=====-————-—------ Total
Year Crop- Fixed vated Crop- Fixed owned
share rent Total area share rent Total area
(1) (2) (3) (4) (5) (6) (7) (8) (92)
1957-58
a 285 4 289 2928 106 6 112 2751
b. (99) ( 1) (100) -- (95) ( 5) (100) -
c. (10) (..) ( 10) (100) ( 4)  (..) ( 4) (100)
1974=-75
a. 508 52 560 2417 591 36 627 2499
b. (91) ( 9) (100) - (94) ( 6) (100) _—
c. (21) ( 2) ( 23) (100) (24) ( 1) ( 25) (100)
1983-84
a. 595 147 742 2650 562 125 687 2596
b. (80) (20) (100) - (82) (18) (100) —
c. (22) ( 6) ( 28) (100) (22) ( 5) ( 27) (100)
gsources: Ansari (1964) for 1957-58 data, and Bliss and Stern

(1982) for 1974-75 data.

Notes: For each year the explanation of figures in different

rows 1is as follows —-

area in bighas.

area leased—in under specified type of Jlease contract
(recorded in columns 2 and 3 of row a.) as a percent of
total leased-in area (column 4) or area leased-out under
specified type of lease contract (recorded in columns 6 and
7 of row a.) as a percent of total leased-out area (column

8) .

leased-in area (recorded in columns 2, 3 and 4 of row a.)
as a percent of total cultivated area (column 5) or leased-
out area (recorded in columns 6, 7 and 8 of row a.) as a
percent of total owned area (column 9).

negligible proportion.
not relevant.

means
means
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outlay on expansive inputs. In particular, there is increased use of chemical fertilizers and mechanised

irrigation,

These Tactors explain the rise in arca under tenancy and increased incidence of non-share contracts.
Theory proposed in this study lays stress on adjustment of land to family labour 1o explain leasing; and

capital resource constraints to explain the choice of particular type of lease contract (Chapter 12).

Declinimge land /man vatio implics inereased demand Tor land on lease, Total supply of land is lixed.
Capital requirement lor modern agriculiure implics that a large number of poor amd gencrally small land
owning houscholds face serions ditlicultics in leasing-in any land. In these circumstances holdings ol many
small Land holders become unviable, Thus we observe the phenomenon of a large number of small and
marginal Tand holders lcasing out all their land (Chapter 5). This is facilitated by increased job opportunities

vulside village - in nearby Lowns of Chandausi, Bilart and Moradabad.,

Al the same time demand Tor land on lease from resource rich houscholds - those owning modern
machinery like diescl pumping scis, threshers and tractors - has increased. They prefer to lease-in land on

fixed rent terms il available,

Three distinel but related faclors can be seen at work. One, mean rents lor fixed rent contracts arc
much lower than those paid for share contracts (Chapter 1), This phenomenon has been observed clsewhere
also'", Obviously, houscholds with financial resources are capable of withstanding luctuations in outpul

and would preler fixed rent contraets that provide greater mean expeeted return at a higher risk.

Two, leasing-in on [ixed rent contracls means no interference from the landlord in cultivation,
Importance ol this factor is reflected in one of the desirable qualities in landlords that the tenants value -

those who interfere much in day to day cultivation are disliked and to be avoided as landlords (Chapter 6).

Three, the resourceful (enant does not have (o share fruits of increased input use with his poor
landlord 1n a fixed rent contract. OF course, in sharecropping, the inputs (except labour) are shared in the
same proportion as the oatpt and heace disinceative effect is greatly reduced by cost sharing? ? Buta poor
landlord will not have sullicient resources to provide for input costs at the time of their application thus

necessitaling provision ol implicit credit from the tenant to the landlord.

% Bhalla (1483), Cooper (1983), Morooka and Hayami (1989) and Srivastava (1989a).

"1 can not be completely climinated by cost sharing in the proportion of output sharing so long as
labour 15 a necessary mput used with other (cost shared) inputs and the labour costs are not shared.
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On the supply side Tor Tand on fixed rent tenancy, one obvious source is absentee landlords. Only
i small amount of Eind s available from absentee Tandlords in Palanpur, This has marginally increased due
Lo greatly inereased participation of Palanpur households in outside job market. Impact of this change on
supply of land on Tixed rent s positive but marginal because most of such jobs are i nearby towns and olten

some members of such houscholds remain i the village,

Other more important source of supply are poor, small landholders in need of cash at the beginning
of a crop scason, For these houscholds, leasing out land on cash rent is @ source of raising cash resources
without incurring any debts. In addition, credit may or may not be available to them. In any case, with
increased costs of cultivation, more households are falling short of qualification of a potential tenant by virtue
of their poor resources, They are most important source o supply of land on lease-in general and supply ol
land on lixed cash rent i particular. A large number ol land poor households who were potential tenants
previously have become potential lessors now as adjustment to capital becomes important along with

adjustment 1o labour in a lease contract,

Thus, increasing pressure on land, outside jobs, and increasing costs of cultivation explain both
increase i tolal feased Tand and incecase m fraction of land leased on non-sharce contracts. Those owning
below 13 bighas had 20% share in total land leased out by Palanpur households and more than hall of land

leased out (56%) came rom those owning below 30 bighas.

It also indicates another important change in tenancy market i Palanpur over these years, There
caists a lot ol so called "reverse tenancy’ now, a direet consequence of increased capital intensity of

cultivation.



Chapler §
TENANTS AND LANDLORDS

£.1. Class, Caste and 'Fenaney:
Caste and Tenancy: :

The Thakurs provide the bulk of leased-oul arca - 292 bighas (43%) of 687 bighas lcascd-oul by all
landowners {Table 5.1). They are net lessors. In contrast, the Muraos, while they own much more land than
Thakurs do, lease-out much smaller area than Thakurs and lease-in much more. Among other castes, Passis
lease-out more area than they lease-in. Dhimars, Dhobis and Telis lease-in significantly more than they lease-
oul. Remaining castes show small net lcasing of land either way, Caste characieristics (disinclination of
Thakurs and Passis Lo lake to plough; keenness of Muraos to excel in agriculture) play an important role in

leasing behaviour of the houscholds.

Landownership and Tenancy:

Net leased-in arca goes down with an increase in land holding size (Table 5.1) as expected. This
decline is evident {except the landless), both in terms of total area (from + 108 bighas to -122 bighas) and
in 1erms ol net leased-in arca per houschold (from + 5.7 bighas to -11.1 bighas). "The houscholds owning
not more than 15 bighas account Tor 20% ol land leased-out in the village. Thus among lessors there arc a

large number ol small lindowners contributing a substantial share o arca Icascd-out.

Lessors together leasc-out 43% of the area they own and the tenants lease-in the same fraction
(43%) of area they operate (Table 3.2). Confining to houscholds involved in leasing, we find that the leased-
oul arca as proportion ol arca owned by the lessors and the leascd-in arca as proportion of arca operated
by the lessees go up or down together over caste and landholding classes. Both these ratios decline with
increase in landholding sizve. Decline is steeper for [raction of leased-in area in operated arca compared (o
the fraction of leased-oul arca in owned arca. This is because area leased-in per lessee declines with increase
in land ownership thus the ratio declines sharply. On the other hand area leased-oul per lessor increases wilh
increase in land ownership though the Tormer increases at a slower rate than the latter - resulting in an

overall decline in ratio of leased-out arca to owned arca with land holding size but the decline is slower.,

Tuble 5.3 shows land owned and land operated by land size classes. Small cultivators (below 15
bighas) own morce land than they operate whereas those in the middle and high cultivation holding classes
(above 15 bighas) operate more land than they own. Thus, whereas the small operators belong o a slightly
higher ownership range, the big operators come Irom lower owncership  range. Many houscholds at lower
end of the ownership scale, leasc-out land and move down in terms of their cultivation holding. Often they

leasc-out 1o bigger landowners thus explaining the bigger cultivators coming from lower landownership range.
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: Land Ownership, Income, Caste and Leasing of Land

LR _ N % N B __R__§B _§ _§__JN__§N__§N_J _§_ _§ N _§N B _§__§__§R__§ _§ B __§ & _§__§__§N__J} _J5_ &8 __§B_ _J§__JR__§__J§ _§R__§N B _§N N _§N__§ L B __B B & _§N N _N N _§ _§__§__§R __§__J§__N_J ]

Classifying
Criteria

Area Leased
Out (bighas)

Area Leased
in (bighas)

Net Area Leased
in (bighas)

71
136
198
233

31

73

177
93
151
163
50
108

114
155
125
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+ 71
+108
+ 46
+ 28
- 76
-122

By Land Ownership Class:
Lnadless 0 ( 0)
0.1 - 5.0 28 ( 4)
5.1 - 15.0 152 ( 22)

15.1 - 30.0 205 ( 30)
30.1 - 50.0 107 ( 16)
Above 50 195 ( 28)
Income Class:
Upto 500 85 (12.4)
501 to 800 174 (25.3)
801 to 1200 276 (40.2)
1201 to 1600 92 (13.4)
1601 to 1800 36 ( 5.2)
Above 1800 24 3.5)
By Caste:
Thakur 292 (42.5)
Murao 127 (18.5)
Dhimar 38 ( 5.5)
Gadaria 75 (10.9)
Dhobl 3 ( 0.5)
Teli 18 ( 2.6)
Passi 51 ( 7.4)
Jatab 73 (10.6)
Others 10 ( 1.5)
Total (village) 687 (100 )

Note:

Figures in brackets are ceclumn percentages.
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Table 5.2: Land leased as a fraction of Land Owned and land
Operated by the leasing Households.

Number Number of Leased-out Number of Leased-in

of households area as % households area as %
Classifying house- leasing- of area leasing-in of area
Criteria holds out owned by operated
lessor by lessee
households . households

By Land Ownership Classes:

0 27 0 0 5 100
0.1 - 5 19 10 95 r; 91
5.1 - 15 35 21 79 15 62
15.1 - 30 36 18 53 19 36
30.1 - 50 15 11 25 4 17
Above 50 11 8 36 4 19
By per Capita Income Class:
Upto 500 33 14 47 12 67
501 - 800 33 16 47 11 31
801 - 1200 35 17 | 50 12 35
1201 - 1600 15 9 477 7 42
1601 - 1800 14 8 23 5 38
Above 1800 13 4 19 7 48
By Caste:
Thakur 30 20 49 8 39
Murao 27 10 27 14 22
Dhimar 13 6 75 4 84
Gadaria 12 6 69 4 60
Dhobi 4 1 47 10 75
Passi 15 8 42 2 23
Jatab 19 12 44 9 42
Others 7 2 60 1 100
Total 143 68 43 54 43

!

Note:t In this tale area leased-in (out) is expressed as
percentage o©of area operated (owned) by only those
households in any given category that are leasing-in (out)
any land. For example, in the lowest per capita income
class there are 33 households. O0Of these, 14 households
lease-ocut 47% of land owned by these 14 households and 12
households lease-in an area constituting 67% of area
cultivated by these 12 households. This 1s in contrast
to Table 4.3, which gives leased-1n (out) area as a
fraction of area operated (owned) by all households in a
class.




lable 5.3: Area Owned and Cultivated per Capita by Landholding Classes

--------------------------------------------------------------------------------------------

folding 7 of Wumberof _  [and Ouned Land Cultivated
siee class His  persons Total per HH percapita  Total per HH per capity

-----------------------------------------------------------------------------------------------

() Households are classified by Operational Hgldlnq SHT
0 nl @) '::[] 1) 565 LB N

1-5 0 MY w(y 615 LU B L6 048
Bt B0 U B S N | B IS V"
B30 0 6 (1) g5 1) 1 a8 ws () 24 L6
W1=00 0BG k63 95 35 L) 6T 4
ove 50 % 132 (M) ey 25 TL1L 48 706 (1) 80,67 5,50

(B) Households are classified by OWnership Holding size

ﬂ 124 (13 0 (0 0 0 Wy 26 0.5
e DOL6 L) sy g8 5] 61 () 847 152
SR 40(2) 31y 907 18 0 (1) 104 LTS
L300 00 (28 85 () 0,94 08 B3 B e
0.1-50 0 1212 5 3.5 5.8 00 (19) 346 448
o 501 BB (M) 8y w5 695 () 6318 5.03
Total 3960 (100) 2596 (199 18,15 2.7 650 (100) 18,53 2.7

-------------------------------------------------------------------------------------

Mote: - Fiqures In brackets are colum percentages. AL areas are in highss.
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Income and Tenancy:

No clear patierns are discernible cither Tor net area leased-in, or Tor arca leased (in or out) by an
mcome class as a fraction ol total leased area (Table 5.1), or lor arca leascd (out/in) by an income class as
a fraction of total arca ownced/operated by that income class (Table 5.2). It may be because the current per
capita income is at best a poor indicator of resources and prosperity of a household and there is a poor

correlation between such income and the land resources. (See Lanjouw and Stern: 1989).

3.2, Lessor and Lessee Households:

Distribution of village population by tenure class is shown in Table 5.4. There are only 15 owner
cultivators (OC)! whereas 16 landowners both leased-in and leased-out land (OTL). There are 22
houscholds that neither own nor coltivate any land (NONOP). Thirty eight households leased-in land - only
5 of these were pure tenants (T) ie. they owned no land and 33 lessees are mixed tenants (OT). Remaining
52 households leased out land - of these 24 housecholds leased out all their land (LL) and 28 leased out part

ol their land while themselves cultivating the rest of it (OCL).

Thus there are more “landlords™ than "tenants” in the village. In all, 68 households leased out as
against only 54 houscholds that leasced-in, O land leased-out, over 6(F% of the arca is leased out by the
houscholds that continue to cultivate part ol their land (i.c. OCL and OQTL), whereas less than 409% of total
leased-oul arca is from "pure landlords” 1.¢. non-cultivating lessors (LL). Again, the lenants who already own
land (OT and OTL), lease-in Q0% ol all lcased-in land whercas pure tenants (T) lease-in only l'l}";i.- of it. It

is clear that a majority ol both "landlords” and "tenants” are cultivators,

Some [urther characteristics of houscholds belonging Lo different tenure categories are provided in
Table 5.5, Owner 1enants (COFT) cultivine over 44724 of all Lind. Next Largest coltivinting elass (in terms ol area)
is cultivating Landlords (OQCL) accounting [or over 23% ol land cultivated. Interestingly “pure landlords™ (LL,
those who lease out all their land) own only 109 of village land though they constitute 17% of village
houscholds. Average landholding size ol "pure landlords” is only 10.8 bighas - much smaller than that of any

other landowning tenure class. There is a preponderance of marginal landholders among “"pure landlords".?

Owner Tenants (OT) are most actively involved in cultivation. They have highest mean operational
holding size and a large part ol it is lecased-in land (399:). They cultivate more land (per capita) than other

classes do although they own much less.

' In this paragraph, shorthand names for tenure classes are given in brackets.

1 ] - L L] [ =

= Generally those houscholds with little Farm labour: being either widow-headed households, or where the
only adult male member(s) are disabled (c.g. by illness or old age) or in outside village employment. See §5.4
lor lurther commenls.
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Table 5.4: A Glance at Leasing Activity by Tenure Class

Number (ii)as (iii)as Land Land
Tenure of Area fraction Area  fraction owned operated
Class House- leased of land leased of land per per
holds out owned in operated capita capita
(bighas) (%) (bighas) (%) (bigha) (bigha)
(1) (i1)  (iid) (i) (v)  (vi)  (vii)
0C 15 0 ( 0) 0 0 (0) 0 2.68  2.68
0T 33 0 ( 0) 0 459 (62) 39 2.58 4.23
OTL 16 90 (13) 24 212 (28) 43 2.95 3.91
OCL 28 338 (49) 35 0 ( 0) 0 4.82 3.11
LL 24 259 (38) 100 0 ( 0) 0 2.08  0.00
T 5 0 ( 0) 0 71 (10) 100 0 2.54
NONOP 22 0 ( 0) 0 0 ( 0) 0 0 0.00
Total 143 687 (100) 26 742 (100) 28 2.70 2.76

Notes:

(1) Figures in brackets are column percentages.

(2) Abbreviations used for tenure categurles in this and other
tables in this Chapter:

0C = Owner Cultivator. A land owner cultivating his
own land, neither leasing-in nor leasing-out.

oT = Owner Tenant. Owns and leases in.

OTL = Owner Tenant and Lessor. Owns, leases-in and
leases-out.

OCL = Owner Cultivator and Lessnr Leases-out a part of
his land

LL = "Pure" Landlord (lessor). Leases out all his land.

T = "Pure" Tenant. Owns no land but leases in.

NONOP =

Landless and does not lease-in.



Table 5.5: Some Household Characteristics According to Temure Class

-----------------------------------------------------------------------------------------

tonure Yumber  House Parti- Lite-  Land Oimed (bighas)  land Cultivated (bighas)

tlass of house= hold Clpa= raCy =eesmmeemesmemmsmememe secsssssemmemescmssssece
holds  size tiom (%)  Total vper per Total per  per per
rate’ house- person house- per- worker
hold hold  son

oo () T2 018 16 200 (11) 1.3 2.68 290 {11] 13.] 2,68 107
0T () 84 0.2 17 717 (28 L7058 1106 (44) b6 423 199
oL (1) 9 020 13 1¢) 2.4 2.9 497 (19) L1 3.9l I3
oL %0 710422 95 (37) .48 617 () 2.0 312 228
L 0 (17) 5.2 006 13 260 (10) 10.8 2.08 0 (0 0.0 0.00 0.0
| 5 4) 54 01 W 00 0.0 000 TI(3) 2 25 1T
ovop 20 (15) 44 000 23 o0 0.0 0.00 b (o) 0.0 0.00 0.0

---..------‘----------- ------------------------------------------------------------------

Note: 1. See note to Table 5.4 for explanation of Temure categories,
), Colum percentages are qiven in the brackets,

1 Workforce constitutes only those who work in the village, This includes 148 agricultural
qorkers and § non-aqricultural vorkers. Ratio of this work force to populatlon in a gjven
class 1s "participation rate",

16 <=
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The cultivating tenure classes among landowners (i.e. top four rows of Tablc 5.5) are much bigger
houscholds than non-cultivators or pure tenants (remaining three rows). Iﬁ particular, the non-cultivating
lessors (LL) have smaller houscholds compared to cultivating lessors (OCL and OTL). The smallest mean
houschold size occurs for the landless non-operators (NONOP) - almost hall the mean houschold size for

owner tenant (OT). [Tt sugoests that population pressure (household size) may have a role to play in amouunt

of tand leased-in or out.

Mean cullivation holding per agricultural worker for dilferent tenure classes varics in a narrow range -
close o 20 bighas per worker both for lessee and lessor classes among cultivators. Tenancy appears (o play

a rode in stabilizing or equalizing land cultivated per worker for cultivators from different tenure classes.

For land-owning tenure classes there is a positive relation between participation rate (ratio of work
foree to the population) and mean cultivation holding size. Thus OT show the highest participation rate as
well as the highest mean cultivation holding size. Non-cultivating lessors (LL) show a participation rate close
o zero and also small mean houscehold size. In this class (LL), there are very lew workers. This is because
ol the presence among LL of (1) many houscholds without fit adult male (this underscores the earlier
observation that tenancy contracts provide important cconomic opportunity for such households), and (2)

many small land holders, whose only or all working member(s) work outside the village - cither in a 'regular’

job or wage labour.
Thus, there appears to be a remarkable adjusiment of land to labour.

Joint distribution ol households by tenure status and caste (Table 5.6) and according to lenure status
and vwnership holding (Table 5.7) shows some interesting characteristics of the Iessors and lessces, The
Muraos are prominenl among owner tenants (OT) and owner cultivators (OC). In fact-over two thirds of
all Murao houscholds belong to these two categories. In contrast, the Thakurs are prominent among

cultivating landlords ((OCL) and "pure landlords” (LL). Gadarias and Passis contribute a large number of

“pure landlords”.

Houscholds owning between 5 and 30 bighas provide bulk of owner tenanis (OT).  Cultivating
lessors (OCL) come in almost cqual numbers from all classes of landowners. Most ol pure landlords (LL)

come from the two lowest classes of landowners. Cultivating owners ((C) are quite evenly distributed among

dillerent size classes.

3 This contrasts with some scholars who have emphasized strong adjustment ol land to draught power as
against weak or little adjustment to labour through tenancy. See Jodha (1981, and Pant (1981).



Table 5.6: Joint Distribution of Households by Caste and lLand Temure Class

L T e
class  Thakar  Morao  Dhimar  Gadaria  Dhobi Teli Passl  Jatab  Others

i s i I — i S H

VIR ! ) (R N KA g
o5l ) 1 5 0 5 u
m 33 1 ﬂ A R B a
D I ) ) b1 1 b 1
L6 ) N R 1
00 1 b0 300 ]

{ONOP ) [ 4 0 ! ! 4 2 !

...--'.-..-.------.----‘.----....--.-.-"ﬂ---.---.-.-..---"-------‘----.--.--.----.-...-_-

Total 30 1 13 12 4 6 1 19 7

Note: See note to Table 5.4 for explanation of temure Classes.

2O
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Table S.7: Joint Distribution of Households by Ownership holding
and Tenure Classes

Tenure Land holding class

Class  ————==—=ccec— e ————— =
0 0.1-5 5.1-15 15.1-30 30.1-50 Above-50 Total

QC 0 3 3 6 3 0 15
oT 0 6 11 12 1 3 33
OTL 0 1 4 7 3 1 16
QOCL 0 1 7 6 7 7 28
LL g 8 10 5 1 ) 24
T 5 0 0 0 0 0 S
NONOP 22 0 O 0 0 0 22
Total 27 19 35 36 15 11 143
Note: See note of Table 5.4 for explanation of Tenure
Classes.
Table 5.8: Distribution of Households by Number of
Tenancy '"'partners'" (Landlords and Tenants)
Number of Number of households Number of households
partners leasing land out to leasing land in from
the specified number + the specified number
of tenants of landlords
0 75 89
1 32 23
2 25 10
3 9 12
4 0 3
5 1 3
6 1 2
7 0 :
8 0 1

S - R S . R . RN T SN S SRS SN NS WSS S S S S WSS RS S S S S S S RIS S ST I ST ST S R S ST S EEST SIS IS EEST RIS ST S ST R T ST T ET T R S S S —
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Note that both these matrices arc not sparse. Thus all types of lessors, lessees and cultivating owners
Le. dilferent tenure elasses are widely distributed across all land owning classes and all casles.

We saw (§4.6) that there are a large number of lessors and lessees in Palanpur. It is reasonable to
assume that no household can dominate land lease market as a monopolist landlord. As evidence note that
53%. of lessors lease oul to more than one tenant and 58% of lessees lease-in from more than one landowner
(Table 5.8). There are more lessors (32) who lease-out to only once tenant than lessees (23) who lease-in
[rom only one landowner, Indeed 6 tenants (i.e. 119%) lease-in [rom 5 or more landowners. Joint distribution

of households by number of tenants and lessors is given in Table 5.9.

It is clear that in general a fandlord can not control area cultivated by his tenant. The tenant decides
how much land he leases-in and [rom how many landlords. The tenant’s choice 1o lease or not may be
constraincd by his resource endowment, availability of land on lease 1o him and spatial or geographic

distribution of such land. But a lessor has no power Lo stop his tenant leasing land from other landowners.

Tables 5.10 to 5.12 provide distributions of tenants and landlords according to land ownership class,
per capita income and "apparent prosperity” class rlr.:raplr.::.:li*..fl.:lj.f.“l Distribution ol lessors and tenants is
remarkably similar by all the three criteria. They are also very similar to distribution of all Palanpur
houscholds according 1o the respectlive classilication criteria. The tenants and the lessors come from very

similar ownership, income and prosperity background.

Thus, there are scrious dilficulties in viewing tenants and landlords as two classes with diflferent

characieristics in terms of caste, landownership, income, prosperily, resource endowments ele.

Some other significant observations emerge [rom these lables. One, there is a signilicant group ol
«mall lessors. Two, percentages of lessors and tenants in an income class closcly follow percentage of
houscholds falling in that income class (except the top income class). There are relatively fewer lessors and
relatively more tenamts in the highest income class. Three, there are disproportionately large number of

icnants among the two richest classes on prosperity scale.

The phenomenon highlighted above can be understood by recognizing that the ownership of
resources plays an important role in the lease market. Inereasing use of modern inputs has resulted in
agriculture beecoming more capital intensive. Command over linancial resourees is very important in carrying
out cultivation. Households with greater resources can cultivate larger area more successfully than those with

litde resources.  These households qualify as more suitable or desirable tenants and are preferred by

4 These tables are taken from Sharma and Dreze (1990). See Dreze, Lanjouw and Stern (1989) for notion
of "apparent prosperity”. Also see note 1o Table 5.12.
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Tahle 5.9 ! Joint Distribution of Households
- by Number of Lessees and Lessors

Number of Number of Lessees
essors =~ =====ssssmsmmemsememecsemccecceoso-- Total

0 37 24 18 8 1 1 89
1 13 4 5 1 0 0 23
2 10 0 0 0 0 0 10
3 9 3 0 0 0 0 12
4 3 0 0 0 0 0 3
5 2 0 1 0 0 0 3
6 0 1 1 0 0 0 2
8 1 0 0 0 0 0 1
fﬂtal 75 32 25 9 1 1 143

Note: Each entry in the matrix indicates the number of
households which lease land 1n from the number of lessors
specified by the row 1ndex, and lease land out to the
number of lessees specified by the column index.



Table 5.10:

O T T B T T I S S—

Land
ownership
class
(bighas)

- . - I T S he i

Distribution of Tenants and Landlords
by Land Ownership Class

Number of households belonging to
the specified land ownership classa

"Landlord" "Tenant" All
households households households

0 (0.0) 5 (9.2) 27 (18.9)
3 (4.4) 5 (9.2) 7 (4.9)
28 (41.2) 17 (31.5) 47 (32.9)
18 (26.5) 19 (35.2) 36 (25.2)
11 (16.2) 4 (7.4) 15 (10.5)
8 (11.7) 4 (7.4) 11 (7.9)
68 (100) 54 (100) 143 (100)

N Y. . L T e T B ¥ § §F 8 ¥ X N N _E N _B__F_J¥X__E_JX_T J

* Percentage distributions in brackets.

Glb

Note: Some households (16 to be precise) are both lessor and
lessee households, and 37 households are neither (details 1in

Table 5.9).

Table 5.11:

|

- S ——— — ——

Per—-capita

income class

(Rs/year)

below 500
501 - 800
801 - 1200
1201 - 1600
1601 - 1800
above 1800

—— N . R e S e -

—— —————— -

Distribution of Tenants and Landlords

by Per—-capita Income Class

e S T T S P I I I I . . . e e e s S SR S IR EEE I I S e - T T - T T - A

Number of households belonging to the
specified income class in 1983-4"

S S S S AL N L e S S S S A . e S W WS

"Landlord"™ "“Tenant" All
housecholds  households housicholds
14 (21) 12 (22) 33 (23)
16 (23) 11 (20) 33 (23)
17 (25) 12 (22) 35 (24)

= (13) 7 (13) 15 (11)

8 (12) 5 (9) 14 (10)

4 (6) 7 (13) 13 (9)

—_—_——-—_-u---—.——_—--_---——————-—-_—----‘-—_—"——

-‘—————'—'—--‘H—-—____-_'_‘—----—---——--*--'——___d__



Table 5.12¢ Distribution of Tenants and Landlords by Level of "Apparent Prosperity

-----------------------------------------------------------------------------------------

Leve. cf Nurher of households belonglng Number of households elonging
"apparent Lo the specifled group according  to the specified qrous according
nrosoerlty" o Sharma's classiflcation’ to Dreze's classificazion’
"Landlord" "Tenant" ALl "Landlora" "Tenamt" Al
households househelds households  households households households
Yery rich g9 7)1 T 6 um
Rich LR 1 A 20 O 5 A I L N
rosperols 13 (19 12(2) 9 (0) By B2 23
Secure 19 (28) 13 (24) 38 (27) 3L 1528 ()
lodest 18 (26) 19 (35 43 (30) 031 122 43 [30)
Poor L) 0 (0 3 (6] () B T B 1
Yery poor Efe) 0 (0 8 (6) /0 1 I U A B
Total 66 (100) 54 (100} 143 {100) 68 (100) 54 (100) 143 (100)

-----------------------------------------------------------------------------------------

In brackets, percentages of all nnusehalds In the relevant group.

Note: For further detalls regarding the notlon of "apparent prosperity”, and the identification of
the respective classes by Dréze and Sharma, see Dréze (1988) and Dréze, lanjouy and Stern
[1989), It should he nentioned that while, by construction, the mumber of households in each
"class" 1s the same in hoth assessments (Dréze's and Sharma's), the identity of the households
is typically not the sane.

2r=
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potential landlords. This should be seen in the light of great prevalence of sharceropping among different
lorms of Tand tenancies, On the other hand many of small land owners are unable 1o obtain land on lease
duc Lo their poor resource endowments. So they either end up with their tiny land holdings or else they lease
out whatever they own and depend entirely on alternative employment - mostly wage labour in and out of

Palanpur,

From the study of the characieristics of the lessors and the lessees, three important inferences

vimerg.

1. On the whole, the lessors and the lessees come from very similar land ownership, income,
cconomic prosperity and caste background and they can not be viewed to from distinet "landlord”

: . 5
and “tenant” classes”.

2. Tenancy performs an important role in adjusting land to houschold labour endowments, so much

s0 that land culuivated per worker s strikingly similar for different tenure classes.

Jo Capital intensive agriculture leads to the phenomenon of big resourcelul tenants and small

resourceless landlords and explains what has been called “reverse tenaney™,

Thus, tenancy can be viewed as an adjustment process that enables movement of land (o labour and

fimancial resources.,

Similar point s also made by Singh (1989),

* Leasing-in of land by big cultivators from small landowners has been called (perhaps misleadingly)
reverse lenaney”. There is nothing in the concept or legal definition of tenancy that the tenant must be
smaller Lindowner or poorers tham the Tandlord, Evidence on existenee o so-called "reverse tenaney™ is quite
cxlensive, Scee, m parbicolar, Gill (1989), Girewal and Ramgd (198 1), Jodha (1981h), Laxminarayan and Tyagi
(1977h), Nadkarmi (1976), Parthasarathy (1991), Rao (1985), Singh (198Y), Srivastava (1989a) and Vyas
(1970). Nadkarm (1970) cites large body ol literature as evidence ol widespread nalure ol "reverse lenancy”.
It only points to complicated nanure of tenancey relations as they exist as opposcd to o simphlied picture of
enaney involving typically rich Landlords and poor tenants. 1t should not be understood 1o imply the reverse
simplificd picture ol typically rich "lenant™ in more modern limes.
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83 Landlessness and Tenangy:
Tenant has olien been viewed as a landless labourer”. However we lind very few tenant hounscholds
H i i L L) ) L] ) .. _1 . _. L . b .
among the indless™, This s in siviking contrast to leasing-in behaviour of even marginal landowners,
Apainst only 19 L et houscholds aomong the bovdless, 7192 marginal landownoers (owning up o 5 bighas)

are lenants, Thus ownership of land (however small) secems Lo provide ability to lease-in land.

This can be related to command over resources and possesston of farming skills. Landownership and
lease-worlhiness (e, bemg qualilicd, i the prospective landlord’s perception, to lcase-in land) mutually
support cach other. A landless houschold, if unable Lo lease-in land, say, for two ycars, is unlikely Lo maintain
resonrees necessary Tor coltivation - mcluding Gorm implements aond dravght power as well as necessary
warking capital tor seed. lernihzer, irmigation cte. His main source of mcome s casual labour where he
compeies with Inbourers from landowning Familics. He carns poor income and has very little capability 1o

acguire these resources.

A prospective landlord will not leasc-out 1o a houschold with such poor or negligible resources
because the latter is not perecived as a cultividor, The two components of this eyele reinforce cach other,
In this situation, most Lindless hooscholds are not able Lo acquire cultivation skill either. Thus, he can not
generate farming resources without being able to leasc-in and he is unable to lease-in due to lack of farming

FUSUHET LS S,

This gencral point is, in some ways, strengthened (rather than invalidated) by considering five
exeeptions Lo the rule that the landless houscholds do not leasc-in land. Each of them is briefly discussed

b lovwe

Ram Swaroop (304) has an interlinked Libour-tenancy contract lor about 2 bighas”. The bread winner of
the houschold, Om Prakash, worked Tor our research team as a cook and helper. Om Prakash had a stable
meome for this period of 15 months, with some surplus above his usual consumption neceds. Thus he was able
o lease-in partly on cash rent and partly on sharceropping as he was perceived (by his lessors) to have
resouree backing Trom this “seeure” job, He had o stop cultivating land a scason alter he ceased 1o be
emploved by the rescarch team at the end ol survey,

A lew examples: Bardhan (1979), Bhaduri (1973, 1983), Braverman and Srinivasan (1981), Chao (1Y83),
Fawaran sod Kotwal £ 19530, Locas (1970, Mitea (1983).

" This phenomenon is not unique o Palunpur and has been widely observed. See, Bardhan (1976), Bell
and Zusman (1976). Chadha and Bhaomik (1991), Jannuzi and Peach (1980), Narain and Joshi (1969) and
Fraree [ 199R3).

1 g = + - u . 1., .
This contract 1s discussed in 2.7 (Chapter 9).
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Sukhey (603) leases-in Land from Railways. He is an employee with the Railways and has been granted lease
ol railway land on nominal rent'. He olten sublets this land on sharccropping,

Wall Mohammed (609) reeently separated from his landowner father, Mohabbhat Ali (606). He leases-in only
Irom his Tather. Hlis Gaher provides him aceess 1o his assets (bullocks, mmplements ete.) needed lor
cultivation.

Razak (617) owns in his native village (where some members ol his Tamily live) 3 bighas of land, currently
cultivated by a relative. So, strictly speaking he is not landless. He has good farming skills and assets.

Jagdish (903) jointly lcased-in land with two other (enant partners on fixed kind rent, They proved 1o be
poor cultivators (Jagdish and his tlenant partners own no farm resources and everything had to be hired) and
had a poor harvest. They defaulied and ran away from the village before harvest time.

In Lact given that i is virtually impossible Tor the landless 1o lease-in land on sharceropping, leasing-
mon lixed rent s one possible way ol breaking the eycle mentioned above. However that requires enough
resourees for rent and waorking capital for at least one round of suceesslul cultivation il one is not o fall back

mto the same eyvele.

The sceond important aspect of landlessness and tenancey is that returns of cultivation come home
only once, at the end of the cropping scason. There must also be enough resources to sustain a cultivator
through the crop scason. This is important Tor a poor houschold sinee wages are carned throughout the
season, even though overall carning from availuble wage labour may be much lower than family earning from

lenant cultivalion, .

These explanations must be seen in the light of imperlections in the Tunctioning of eredit market

and severe rationing of eredit o the poor households.!!

54. Labourlessness and Tenaney:

The houscholds withow it adult male do not lease-in land (Table 5.13). Labourless houscholds
mvariably leasc-out a large part (sometimes whole) of their landholding'?.  Existence of lease market
provides important ceconomic opportunitics lor landowners among the labourless houscholds o feasc-out

land, as rent Irom land forms important part ol their subsistence requirements.

[ . . . - .

" About 20 acres of L in Paliimpur is owned by Railways, Most of it is under the rail tracks. Nearly
+acres ol this land (25 10 30 bighas) on both sides of rail tracks is leased oul to Railway cmployees at
nonmunal but variable rent.

" See Dreze, Lanjouw and Sharma (1992) and Sharma (1989) for a detailed desceription and analysis of
credit market in Palanpur. Sce Chaptler 8 for a discussion on signilicance of nature of credit market for
(SHISTITEN

L The only notable exception is Chander Pal (218) - a Murao houschold. Fourteen years old Chander
Pal cultivates his 25 bighas with  his widowed mother’s help. Muraos gencrally show  exceptional
mdustriousness.
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single old man. Lets his brothers cultivate hin share of the
jand in exchange for guaranteeing his subsistence.

sick during most of the survey year. Only a small sugarcanc
plot was rctained for galf-cultivation (could not be leased out

as the crop was already standing).
old man. Land not leased out is fallow.

Widow living with young children. Land is leased out to close
relatlives.

Murac household, chander Pal (age 14) cultlvaten with hin
widowed mother.

single old man. Lives mainly from the rent of his land.

Widow 1iving with young children and her widowed mother. Land
i« leased out ({share-cropping) to brothers-in-law.

Landless, female-headed household.

Landless agricultural labourer. Chrnnical%y sick.

Fit enough to cultivate a small plot of land. Got the land
ploughed by a friend.

Widow 1iving with young children. Land is leased out to a
relntive,

Widow living alone,
Widow living with young children.

Widow living with young grand=-children,

01d and sick couple.

lochan suiirrs from n chronic 1)11nenn. Liven with mother ami
wile.

0ld, blind man living with wife and a young son.

Urmila's husband works and 1lves outside Palanpur. The resident
howarhold members de not Include an adult male,

e = el N R e ity e —— L R N el e

' & broad definition of the term "without fit adult male" has been adopted here. See Sharma and

reze {1990) for further details,

* Fallow,
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These lindings strengthen the proposition that adjustment of land to labour resourees is an important
tunction of tenancy market. Note that these labourless houscholds do not cultivate even their own holdings

wilh hired labour.

5.5. Fixed Rent Leases:
There has been an increase in the proportion of area under fixed rent leases. In 1957-8 only 1.4%
of lcased-in arca was under fixed rent tenure. This share increased to 209% in 1983-4 (§4.7). Even so, lixed

rent tenures cover a small part of leased arca.

Economics ol lixed rent leases is very different From that of sharceropping. To understand this we
locus on characteristies and relations of partners in lixed rent leases. Substantial inerease in area under fixed
leases does nol indicate factor markets becoming more "perfeet’. Important reasons lor this increase appear
lo be (a) existing, (and continuing) rigidity in credit market, together with (b) an increase in indebtedness -
both to the public financial institutions and private individual money lenders' and () increasing capital
intensive nature ol agricullure, All three Factors should be seen to be working together. Individually, none

ol them can explain the incrcase in fixed rent lenancies.

Table 5.14 gives details of fixed rent contracts where both the lessor and the lessee belong to
Palanpur™. First consider lixed rent lenancy contracls involving credit from. the lessee ie. UM and RL
(84.3). Invariably, the lessor is in weaker cconomic position than his lessee. In these cases, lhr.:' lessor 1s
loreed o leasc-out Tand cither Tor repaying the debt or to obtain loan.  Elfcetive rent on land is very low

(between Rupees 30-3) per bigha per annum)'®,

Next consider Peshagi (cash rent) contracts, There are Bive cases ol such contracts (Table 5.14). In
almost all cases the lessor is in weaker cconomic position than his tenant, All of the lessors have debt
problems. The motive for leasing out on cash rent s to raise some cash either 1o repay at least part of the
debt or for current need for cash when possibilities of obtaining credit from private or public sources are

+ Ih
non-cxisient .

T . : :
13 See Dreve, Lanjouw and Sharma (1992).

J . . . .

M In what follows, some characteristics of the tenant and the landlord in a fixed rent lease contract are
analyzed. This obviously can not be done Tor the contracts in which one partner (either the tenant or the
landlord) is an outsider.

S The rent levels in cash tenaney, which are of the order of Rupees 40 per bigha for a scason in 1983-84,
e loww compared 1o Kind rent contracts amd also low compared (o mean rents obtained in sharecropping
contracts, (Mhers e Bhalla (1953), Cooper (1983), Morooka and Hayvamia (1989) and Srivastava (1989a)
have reported similar Lindings, There is no evidence to the contrary.,

I cg. Lal Singh (812) living near starvation level and yet leases-out on unlavourable Peshagi terms,



Table 5.14: Details of Fixed=Rent Leases®

-----------------------------------------------------------------------------------------------

- Detalls of the lessor household  Details of the tenant household leased Type  Rent
""""""""""""""""""""""""""""""""""" irea of pald

Household  Per-caplta Land fousenc.d Per-capita land  (bighas) remt  per
Code Income 1n cuned  Code Income 1n  ouned bigha
19834 (highas) 19834 (bighas) (Rs}
(Rs/year) (Rs/year)
102 1678 3.6 223 496 7.1 3.0 Cash 30
404 112 45,7 221 1078 9 11.5 Cash 50
407 825 0 ol7 417 0 12.0 (ash 40
805 184 10.4 109 1189 0.4 4.0 Cash 50
812 29 8.5 109 1189 4 2.0 Cash 50
127 92 22 903 133 0 12.0 find ~ 139°
812 429 8.5 §05 184 10.4 §.d find 135
318 {11 4.8 500+ 1306 1.7 &8 ki 1
2 a0l 0.
819 354 {8 07+ 1306 17,7 {8 Rind  13%°
120 301 0.
Poothotes:

" Only contracts between tuo partners both 1iving in Palanpur have been included in this table.

> Joint tenants,

* One quintal of wheat per bigha, valued at Rs|135/quintal,

0 G
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Two types of lessors lease out on Peshagi. The first *type, the outsider or absentee lessors, choose
the peshagi contracts Lo overcome monitoring problems as the face high transactions cost in share-cropping

contracts. The second type are village lessors, They are almost always thosc houscholds that are facing

serious current cash crisis,

Lila Dhar (807) is a Jatab and has a small debt with FSS (Cooperative Socictly - see Chapter 8,
Appendix) to clear. With his limited resources he is anxious that the debt should not grow. In Kharif "84,
Lila Dhar approached o member of the research team, Jean Dreze, and suggested that the latter lease-in
asmall plot of land (2 bighas) from Lila Dhar on Peshagi. When asked how could Dreze cultivate this land,
Lila Dhar further suggested that he will lease-in the same plot of land on Batai Trom Dreze. He cxplained
that his motive behind this offer was urgent need of cash to repay the debt. Normally, he.will not enter such
mlivourable deal. Unsuceesslul in this effort, Lila Dhar finally lcascd-oumt to another villager on Peshagi.
However, he could not lease-in the same plot back on sharccropping and was forced to cultivate less land

than what he wanied 1o,

In another case Ram Charan (306) leased-out 9 bighas to Idey (502) on UM. Part of this land was
leased-in by Ram Charan on sharceropping. Ram Charan is the biggest tenant in the village - lcasing-in 50
W ol bighas every year while he owns only 18 bighas of his own, 1t is obvious that he leased-out not because
alany inability to cultivate his holding. The motive behind leasing-oul is again to raise cash resources and

-

ol adpustment of his cultivation holding,

Excluding outside landowners, cash rent leases are unusual lease contracts. They are not entered
o to adjust cultivation holding by the lessor. On the contrary, some of these lessors, at the same time, Iry
o increase their operational holding by leasing-in on sharccropping terms. The houscholds leasing out on
cash rents are generally those in valnerable cconomic condition. In such leases, the tenants are generally rich,
resuurcelul houscholds, Being in a week bargaining position these "landlord” houscholds lease out on Peshagi,

il rents much below equivalent rents realisable in alternative {(share-cropping) contracts.

Thus. there is some justilication 1o call leasing out on cash rent by Palanpur landowners a

thenomenon ol “distress lease”,

he Change of Tenure Status from Rabi 1983-4 to Kharif 1984
The change in tenure status of households rom one crop year to another is rapid. There was change
nlentire stitus lor as many as 45 houscholds (Table 5.15). Of these one change was duc 10 sale of land and

niwo other cases due o inheritanee of land.
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Table 5.15: Change of Status from Rabi 1983-84 to Kharif 1984

Rabi Kharif 1984
1983-84 0C oT OTL OCL LL T NONOP Total

0C 0 4 2 3 0 0 0 9
oT 3 0 2 2 0 0 0 7
0TL 2 1 0 3 0 0 0 6
OCL 4 0 1 0 R 0 1 1
LL 2 0 0 1 0 0 1 4
T 0 1 0 0 0 0 1 2
NONOP 0 1 0 0 1 4 0 6
Total 11 7 5 9 b 4 3 45

Note: Explanation of tenure categories are given in note to
Table 5.4. All diagonal elements are zero since they
represent no change in tenure status and are not
provided here.
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The change in tenure status has occurred in numerous possible ways (Table 5.15). OF 15 cultivating
owners (OC) in Rabi, 9 became cither 1enants or lessors or both, On the other hand there were 11
houscholds that were cither tenants or lessors in Rabi but discontinued leasing in Kharil, Of the 54
houscholds that were leasing-in land in Rabi, 10 houscholds stopped leasing-in in Kharif - 5 of these were

in lact leasing-out in Kharil, thus just reversing their status from that of a lessee to a lessor,

Such rapid changes in (enure status underscore 1w main points, First, there are only a few
houscholds in the village that can be sensibly classilicd as “tenants” or "landlords”. For most households,
changes in Lenure status arc too [requent and it shall be misleading Lo classify them under these terms on
the basis of current leasing. Sceeond, leasing-in and leasing-out in a scason is outcome of adjustments that
houscholds make or are able 1o make depending on their current resource cndowments. This means thal
even with little or no change in land ownership, there are large changes in available family labour, draught
pnwer, cash resources and debt Trom one year to another, that significantly influence deasion to lcasc-in or

lease-out or do neither.,

The reasons behind the change in tenure status (i.e. for the decision to lcase or not) include: (a)
illness in the houschold leading to labour and cash scarcity, (b) unusual cxpenditure (c.g. on birth, death or
martiage ceremonics of remittanees outside or on education) or - erisis (e.g. being a victim of robbery)
leading to cash constraints (¢) acquisition o new assets (e.g. tractor or irrigation pump), (d) availability or
non-availability of own draught power, (¢) in or oul migration of a working member, and (f) availability of
fand 1o lcasc-in. Any of these lactors may change Trom year to year without scrivusly altering their more
enduring houschold characteristies. OF course, frequent reeurrence ol some ol the problems lacing a

houschold (mentioned above) in a short period can change their permanent characteristics, 100.

Thus, given the pattern ol permanent houschold characteristics - land owned, vutside jobs, level of
prosperity ete, - there are very few permanent lessors (landlords) or lessees (tenants). Much of tenancy 1
axplained by transient cconomic situation ol a houschold. The tenancy, i a farge mumber of cases, 1S 4

response (o these transient changes and is an adjustment mechanisi.
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57 Tenancy as Partnership:

In Palanpur there were 119 lease-out and 123 lease-in contracts'’ in Rabi 1983-4. Of these,
[or 102 tenancy contracts both the partners (the lessor and the lessee) were from Palanpur. For Kharif 1984
these ligures are 118, 115 and 98 respectively. Thus overwhelmingly large number of lease contracts are

entercd between partners belonging 1o the same vill:-gumi

It has been noted that share contracts domimate lease market and that contrast in houschold
characteristics in lerms ol caste, landownership, income and prosperity 15 nol very sharp between the

landlords and the (enants,

In this context it may be usclul 1o view a tenancy contract as a partnership, In contrast, the principal-
apenl neo-classical models imd exploitative (Cpredatory”) landlord /money-lender modcels represent two poles.,
The latter, put Torward by many Marxist scholars, views the landlord as a monopolist combining tenancy
(sharceropping) and credit to keep the landless labourer, in virtual bondage so as Lo appropriate the surplus
created by labour, The labourer "tenamt” has no choice. All decisions are taken by the landlord/money-

lender,

The neo-classical models on the other hand assume that the landlord and the tenant, subject to
certain constraints, make their decisions independently, Typically, the lindlord takes into account the tenant’s
hehaviour, He makes optimal choice of lerms of contract, incorporating lenant’s expected decision making
behaviour, subject to providing a minimal utility or “income” 1o the tenant (the latter’s reservation utility or
rescrvation wages), The tenant then can choose Lo cither accept or reject the contract. The tenant makes

v d . H Ii“' ‘I" : 1 I.ll i LI L] a l.ll lkl 1h+ll' 1;". hi 'l-
decisions about inputs’ . Thus, both the principal and the agent are free Lo make chowees within the given

conslraints.

There is a common mterface between these two polar views, In principal-agemt models the tenant
has 10 be provided his reservation wage or wtility, otherwise the contract will not be sulficiently attractive 1o
he aceepted by the tenant. The landlord’s optimization requires that the tenant gets no more than his

reservation utility/wages. In Marxist models the labour (1enant) has to be provided enough so that he can

A "lease contract” is delined here as o contract between two houscholds, Al laind leased between two

houscholds is counted as one tenaney contract even il it involves several plots ol land. Number of leasc-in
contracls execeds number ol lease-out contracts due to involvement ol outsiders in Palanpur lease market.

'8 Barring some specilic regions like Punjab or Haryana where absentee landlordism may be high (Bhalla:
1983). this phenomenon is typical of Indian villages - sce Bardhan and Rudra (1986) on the lack of labour
mobility even across neighbouring villages and F.G. Bailey (1971) on nature ol transactions and misirust
hetween villagers and omsiders, Exceptions 1o the above seenario may oceur when for example, there is large
presence ol scasonal immigrimts among the shareeroppers - (M. Chen: 1989).

" But see Cheung's (1968) model where the landlord chooses the input level as well,
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subsist and reproduce himscll tor the surplus appropriation to be possible. And he can nol gel any more

than this as that would lower the surplus appropriated. The crucial difference between the two models is in

the pereeption of the relationship between the landlord and the wenant.

In contrast to both of these models, the view that tenancy be seen as partnership sees joint decision
making as an important component of sharceropping. In a sharceropping contract, interaction between the
landlord and the tenant lasts the whole period of contract. This involves both couperation of two partners
and the Triction in operation ol the contract. Though the basic structure of a sharccropping contract is fixed
(i.c. the output and cost sharing rules) yet other things have 1o be mutually agreed upon lor the smooth

lunctioning, ol the contract.

A number of things - which crops 1o grow, how much of cach input 1o apply, when o apply, who
is to bear the cost of shared inputs at the time ol oceurrence, what irrigation source o use il more than one
is available - are open to negotiations between the landlord and the tenant. In the absence of any formal
contracts, the trust that the landlord and the tenant have in cach other is important. For example, an area

ol potential contlict is how much input has been actually applicd.

Analysis ol discussion questionnaire on tenancy (details in Chapier 0) suggests that the crops to be
arown on sharceropped Lind, are mutually agreed. But in case of disagreement the indlord has a major say.
In contrast. once the crops arc raised, the tenant has greater control over inpuls in the current scason. In
case o cost of shared inputs, whichever partner has greater liquid resources may pay lor them at the time

of their application if the other partner is unable to do so. The adjustment is made al harvest.

When this sense ol partnership breaks down, more often the production sulfers. In some cases, the
lessor insisted that he will adjust Tor his share of input costs at harvest time only and this lead o non-

application of thase inputs, even though the tenant had resources to supply them initially on his own,

In contrast 1am Charan (HED 306) who owns very little land but leases-in a ot of land [rom Laxmi
Narain (a landowner Trom a neighbouring village) says that Laxmi Narain initially provides all inputs. The
ienant and the landlord have great trust in cach other. The tenant works very hard on sharecropped land -

harder than on his own land according to the tenant.

Conflicting interests of the contracting parties are inherent in the functioning of sharccropping, The
s interest is in choosing, crops and teehnigues that minimise the non-shaved inputs which are borne
by him alone. The landlord's interest is the reverse ol it The landlord, Tor example, will preter irrigation
by Persian wheel where his share inits cost is negligible but this involves substantial labour inpul on part

ol the tenamt who will preter inigation by diesel pump sel.
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Al the same time, i is in the interests ol both the partners that the total output goes up. This
demands a certain amount ol cooperation between the lease partners - in particular pooling ol skills is one
aspeet of this cooperation, This may become particularly important if progress of cultivation is poor either

due 1o climatic conditions, or pest attack or discase.

Personal relations between tenants and landlords are, thus, important. These contracts, like contracts
in other rural markets (lfor example even wage contracts) arc highly purm:-naliﬁmlm. The non-fixed part of
these contracts is open o bargaining between the two partners. The decision making is neither completely

onc sided nor independently done by the two partners.

The tenamey contracts are better seen as situations ol personalised and often uncqual bargaining or

- u | H HE
alternatively as “cooperative conllicts™!,

M The personalized nature of these contracts is reflected in choice of partners and hence lwo way
rationing of lessors and lessees, and not in individualized terms ol contracl,

A Sharma and Dreze (1990). See Sen (1987} Tor the concepl of cooperalive conllict in a differcnt context.
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SOME INSIGHTS FROM THE DISCUSSION QUESTIONNAIRE

6.1 Chaoice ol Contracts:

The co-existenee ol several types of lcase contracts in the same village has been noticed'. But there
are virtually no studics about the contractual type preferences of the parties - the lessors and lessees. The
constraints under which lessors and lessees function become more transparent when their desires (i.e. stated
contractual prelerences) and actual choices made (contracts entered into) are studied and contrasted. This
seetion is based on responses ol a sample of 30 houscholds intervicewed with the Tenancy Questionnaire

(Chapier 2, Appendix).

Lessees express the Tollowing preference ordering (from most to least prelerred): (1) advance cash rent -
“eshagi, (2) sharceropping - “batai”, (3) lixed rent in kind (KR) payable at harvest time - "Kuntal bigha”
or "Naaj Par™3. This order is indicated when all three types of contracts are considered.  Several lessees
relused 10 even consider the last choice, ic.. fixed rent in kind,  Lessors, almost in one voice, reverse this
preference ordering, Thus, there is a convergence ol viewpoint about relative benelits going to lessors and
lessees from dilferent tenure types. Both the lessors and the lessees agree that cash rent contracts are
advantageous 1o the lessee (and unlavourable to the lessor) in comparison with sharecropping contracts. A
lew of lessees preler any type ol lixed rent (in cash or kind) contract to shargeropping contract and these

lessees also preler cash rent Lo lixed kind rent.

Within share contracts, the lessees always opt for batai. Chauthai contracls are considered better for
the lessor. There is agreement between lessors and lessees about relative merits of different share contracts.
I contast, when actual choices made are considered, i is observed (Chapter ) that only a small amount
al leased land is under lixed rent contracts. Within share contracts, the Batai contracts are more prevalent
than Chauthai and Sajha Batai contracts. In 1983-4, there was no arca under Tihai contracts. Except for

land rented in from Railways at a nominal rent, area under cash rent contracts is small.

OF 23 lessees only one expresses prelerence for Batai over cash rent. This respondent gave high
1 Ll " (] = - 1 L
production risk as the reason lor wanting 10 enter into opling fixed renl contract.” Two respondents oul

ol 23 relused to give any prelerence ordering. These two were emphatic in stating that all tenancy types have

| See, for example, Morooka and Hayami (1989), Rao (1985), Srivastava (198%a), and Singh (1989).
> Tenancey contracts have been deseribed in Chapter 4.

Y This farmer, though comparatively large landholder among Jatabs, obtained very poor yiclds attributed
w poor land and poor cultivation skills,

71
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their pros and cons. Il the lessee in resourcelul, then Peshagi will be the best contract, as cash rents are low
and the lessee gets Tull benelit of his investments. On the other hand Batai has the merit of reducing losses
o hall in casc ol crop [ailure besides the lessee having 1o invest only hall the costs. These are useful for a
lessce with limited resources. Thus, their preference ordering varics from case to case. The remaining

Iwenty respondents expressed a prelerence lor Peshagi over Balai.

At the prevatling prices for grains and pulscs, the lessees consider that cash rent is cheaper than
sharing crops. Another reason lor cash rent preference is independence from the lessors® interference. Four
respondents prefer even fixed kind rent contracts? 1o Batai 1o have the advantage ol non-interference of the
lessor. This aspeet of choice of contracts is articulated by one respondent® in the following two preference

orderings:

Cash Rent P Kind Rent 7 Batai
(O account of independence)
Cash Renmt 72 B P2 Kind Rent

(On account ol ¢cconomic merits)

where P is a relation denoting “preferred 107 This disposition 1o avoid landlord’s day to day

mterlerence 1s lurther discussed below in § 6.3,

This means that the expected values of profits are very much alive in Lhe respondents’ mind. Cash
rents being low, expected rent pavment on share contracts are much higher and hence the tenant’s share on

share contracts much lower than those on cash rent contracts™.

In contrast, the actual decision making behaviour appears 1o be that of a utility maximiser rather
than maximiser of expected physical gains. There appears 10 be a clear distinetion between these two aspects
in i lessee’s mind, While expressing prelerences, they are gencrally expressing relative merits of dilferent

contract types independently ol matenial conditions ol the lessee. There are several factors that account for

' Perecived ta be the costliest of all tenaney contracts being 1 quintal of wheat /bigha. Average rent (Tor
Rabi scason) at harvest prices was Rs.07.5 per bigha compared 1o Rs, 42 per bigha (share cropping) and
Rx.27 per bigha (cash).

4 : - R
" He is a poor, landless tenant who leases-in [rom his [ather.

“In 1983, mean rent pavment Tor share contracts was 53%, higher than that lor cash rent contracts (even
when excluding L leascd-in Trom Rotlway (§11.3)). Averapge rate ol interest for loans [rom private sources
in 1984 15 a hule lower than this - between 45-50%% annual - bul emerging inlerest rate in 1984 was 609%
annual. Rate ol interest Trom public institution varies between (-200%, annual. Mcan rate of interest from
all sources s close 1o 35375 annual. Thuos rent payments even aller discounting for time Tactor are higher
on sharccropped Lind than on cash rented land. This in spite of the fact that 1983-84 was a poor harvest
vear in Palanpur.
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differences observed between the articulaled preferences and the actual choices made about lease contract

Lype.

A potential lessee may not be in o position to raise suflicient Tunds (o pay cash rent in gdvanee and
bear all the expenses of cultivation. While batai lease demands only parl payment of expenses on inputs and
the lessee realizes that the lindowner, in his own inlurcsl,.{.‘im be persuaded to bear Tull input costs imitially
o make sure that agricultural operations are not held up, should the lessee be in linancial difficulty. The

landlord, too, has direct interest in good cultivation, once the plot is leasc-oult.

Two, given the lessee’s material condition, his risk bearing capacity may be low (increasing the
importance ol “survival algorsthm’ Tor him’) and thus for him rcturn in the worst case may be more

important factor in decision making than expected profits,

Three, it was observed that Tandowners preler to lease out on share contracts as opposed to fixed cash
rents. The actual leasing pattern, at least in part, rellects dominance ol fessors® expressed prelerences over
lessees” expressed preferences. Fixed cash remt leases can be generally regarded as “distress leases” (Chapter
5). Indeed only one lessor (a poor Thakur landowner) reported preferring cash rent contracts o batai and

this becanse he has Large debns wo elear,

Four, cven though majornty ol lessors expressed prelerence for Dixed rent in kind (KR) over batai,
hardly any land was leased oot on KIR terms. 10 has been already remarked that KR was rather costly lor
the tenants compared 1o batai as per realised rent in 1983-84.5 1t is quite likely Lhal expected retiurn to lessor
may he a hiutde hagher on batai than KR, as the yiclds realised in 1983-4 were only one hall of normal yiclds.
It is obvious that marginal gain in expected returns is not adequate in the face of production uncertainty to
persuade the lessee 1o lease-in on KR Llerms. Thus, the lessor, unless in distress, is not prepared to lease

ol om peshrergd, aod The Tessee is ot prepared 1o lease-in on KIR. High incwdence ol batad 1s the result,

The last point that must be considered s of the large difference in cash remt and time discounted
fised kind rent. The following two Tactors go a long way Lo explain this. First, cash rents reflect distressed
position of the lessor (unless he be an absentee landowner) and henee such a lessor s in a weak bargaining
pusition,  This depresses cash rent levels, There is no such thing about KR, Sccond, payment in KR takes

place at the Rabi harvest - one year alter the initiation of the contract. Hence in a KR contract, default is

Sce Liptan {1968) and Scatt (1976) on safety hirst rules and survival algorithm,

¥ Mean KR rent is 2.5 times mean peshagi rent in nominal terms and twice the mean peshagi rent aller
allowing for time discount lactor,
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avery real possibility - specially in case of o bad Rabi harvest. Indeced, this did happen in Palanpur in 1983-

84, Thus, stipulated rent in o KR contract must include a premium for probability of delaul.

The importance that the lessees attach 1o independence from interference by the lessors is also seen
from their prelerence lor batai over chauthai, Chauthai is identical 1o batai in terms of sharing of output
and inputs (including labour - lamily or hired). The crucial difference between these two types is the degree
of control the landowner exercises through out the period of contract. In chauthai, a lessee has virtually no
control over decisions - the most important reason for the lessees’ dislike of chauthai contracts. Other
problems in a chauthai contract are those associated with pains and benefits of organising joint cultivation,
Joint cultivation is smooth only in a few cases, where the two partners have a rare understanding and trust.
Adew cases ol chauthai voccor when cither the prospective tenant is otherwise unable 1o lecase-in any land

o he s severcly handicapped in Farm implements/bullocks e,

6.2 Initiation of the Contract: who makes the first move?

I Land lease market is predominantly a lessor's market, a prospective lessor can just sit back and
wall for lessee(s) to approach him, There is sullicient ground to behieve that in Palanpur there is an overall
excess demand for land on lease. Indeed, several respondents reported that they could not lease-in as much
arca as they desired 1o cultivine on lease. This is separate from another issuc of not being able to lease-in
desired good quality Land (Tertility, soitability For a particalar crop ete,). On the other hand there is not a

single houschold that Faced serious dilliculties in leasing-oul,

Ol the 36 houscholds in the survey, 31 either leased-in or leased-out or both leased-in as well as
leased-out some land, For eacht contract they were asked about who initiated the move Tor the concerned
lease contract, The responses o this query are summarized in Table 6.1, arranged according 1o whether the

respondent was g lessor or a lessee inoa given tenancy contract,

It can be readily scen that contrary to expectations, the lessors made the first move in more than twice
the number of lease contracts as compared (o number of contracts in which the lessees made the first move,
Thus. the lease market, inspite ol over all excess demand for land, may not be completely lessors’ market.

Table 6.1 has been presented so as to be able (o look Tor any reporting bias and try to make amends for this.

In Table 6.1, the diagonal sum (or the trace of the matrix), which is 17, gives number of lease
contracts for which the respondent {whether a lessee or lessor) reports fumself having made the first move.
The sum of the off-diagonal clements is o) and it gives number ol contracts where the respondents claim
that the other party made the approach. I does appear that there is a pronounced bias for a respondent

o claim that he was approached by his lease partner (o anitiate the contract.
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Table 6.1: Approach for Initiating a Lease Contract

Lessor Lessee
Respondent made the made the
approach approach
Lessor 10 (6) 16 (8)
Lessee 44 (18) 7 (5)
Total 54 23

Note Each entry in the table gives number of contracts
satisfying the given criterion (e.g. according to Lessor
respondents, they made the first approach in 10 contracts
and were approached by their lessees 1n case of 16
contracts - entries in the First row). Figures in the
brackets give the number of reporting respondents as in
that given category.
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Even il one discounts lor this bias”, the lact remains that in a very large number of lease contracts
lessors Took Tor a suitable lessce and approach him and the same is true for the lessees. This is cstablished

even il only the lessor respondents are considered.

Here one observes some clues 1o the fragmented nature of lease market'?. There is excess
demand for some lessees as well aceess demand Tor Tand of some lessors. Although i the end only the
lessees are rationed as far as their ability to lease-in (oul) a given amount of land is concerned, yel some
houscholds on both sides may be ationed in terms of petting lessees or lessors of desireed epricefitses and land
ul destred quality aned qreaniity. Some lessors with poor quality land or unsavoury repulation as landlords may
be avaided by "good” cullivitors and may have to lease-out 1o poor (in skills or/and resources) cultivators.
Without classification and standardization of land and oral private contract system, mutual relations between

leniney partners and their reputations play important role in tenancy agreements.

Uncqual bargaining powers exist in dillerent segments ol lease market, bul there is no excessive
dominance by any one side.  Equal and uncqual bargaining powers of the contracting parties vary from
contract to contraclt and in both directions,

6.3 Choice of Partners!!

The choice of partners assumes interest, given that uniform and impersonal terms of contract prevail
i an cconomy consisting ol agents with known heterogencous characteristics. Individual characteristics vary
agrcal deal v asset ownership, labour endowments, skills, trustworthiness, dependability, income, access to
oulside world (and its institutions -- burcaucracy, political connections cte.). This section is an attempt 1o
study the Tunctioning of the lease market through discussions with sample houscholds on these aspects and
o understand the actual outcome ol leasing activities in quantitative terms (how much a class of lessees is

able 1o lease-n from dillerent classes ol lessors).

Cultivators with good resources, reputation of being expericnced, skilled, hard working and honest
lind it casy 1o lease-in. For the resource-less obtaining of a tenancy contract is an uphill task. In fact most
al the respondents who expressed serious dillicultics in obtaining land on lease - mostly Jatabs and Telies -

the poorest houscholds in Palanpur,

T . . : . . : . .
Phere being no rigorous way ol doing so, an attempt is made by focusing on lessor respondents sinee
a-priont they are expected 1o be in a dominant position in the lease markel.

' This aspeet of lease market is more clearly brought out in §6.3 on choice of leasc partners,

A shorter discussion on this issue is contained in Sharma and Dreze (1990 tor which Table 6.5

(included here) was onginally ereated.



76

Tables 6.2 and 6.3 provide a summary of findings of thie survey on desirable gqualities in the lessees and
the lessors respectively. Both lessors and lessces want their partner(s) to be honest. This is important as
the contracts are oral and no witnesses are involved - even more so in sharecropping, as the sharing of yicld
is al the end of the contract period. Timely fullilment of obligations such as sharing costs is considered a
part ol honesty. Thus, the parties look for partners who can be relicd upon for truthlul and timely response.
Only one lessor'?, said that he did not care about his lessee’s honesty - he knew how 1o deal with dishonest

fellows,

The lessors are also particular that the lessee should be hard-working.'*  About desirability of the
resoureelulness in lessees, there is some variation in responses according to resource position of the lessor.
several resouwrcefut tessors do not lay much stress on resourcefulness ol the lessee but emphasise that the
lessee should be skilful and hard working. But other lessors are concerned about the lessce having resources

I vest,

Lessees' responses show greater variety about the desirable qualities in their lessors, Sceveral lessees
take care that their lessor is able to provide his share ol costs. Besides honesty, several lesscees desire their
lessor 10 be "good naturcd”, "cordial”.  They will surcly avoid a quarrclling or argumentative lessor.
Sometimes the prevailing socio-cconomic stratilication and caste divisions make certain Lransactions
undesirable, The lessces generally dislike a lessor who interferes and nags all the time!,

Analysis ol quantitative dala is taken up now in the form of leasing-in from and 10 matrices by caste,
landholding and income classes. The data is presentied for Rabi cropping seéason - Kharil lcase matrices
show identical patterns. Table 6.4 gives lease matrix by caste for number of contracts and arca. There is

5 . )
I I ocan be scen lrom Table 6.5 ltlm: to Sharma

comsiderable ot coaste baas e secking: lease partners
and Dreze (1990)] that “if landlords allocated their leased-out land at random between households of

dilferent castes, intra-caste leasing would aceount for only 16 per cent of total leased out arca, whereas the

k! a - 1 - n & +_F L &
"= rich resourcelu) Dhobi houschold with expanding money-lending activitics. He leases-in considerable

amount ol land - mostly on long term cash rents.

i this the lessors show coneern about the incentive problem (labour shirking) in a share-cropping
contracl.

Wt tiktikaavai wolt theek nali hai*, said a tenant in his colourful language. “tik-tik” are sounds used to
goiadd bullocks 1o move torward.

This is in contrast to lindings of Bliss and Stern (1982) lor the same village lor 1974-5. They find no
such apparent hias.
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Table 6.2: Desired Qualities of Tenants, as reported by
a Sample of Lessors

Lessor's Qualities stated by the respondent (lessor) as being

House- desirable in a tenant”
hold ——ccccmmmcmcc e e ———————————
Code® Honest Hard- Resource Other

working ful

106 * * * Should preferably own
irrigation devices.

108 * Should not be "overstretched".

112 * Should be "straightforward".

114 * -

128 * * Should be trustworthy.

215 - * * * Should have good access to

water and fertilizer.

305 Should provide farmyard
manure.

309 * * =

401 * * -

502 * Does not care about honesty.
This respondent (who,

incidentally, 1is a money-
lender) claims that he can
deal with those who try to
cheat.

701 * | Should be skilful.
* The first digit of the identification number indicates caste.

" an asterisk indicates that the stated quality was mentioned by
the respondent.
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Table 6.3: Desired Qualities of Landlords, as reported by

Tenant's
HH Code

O ——— —

112
115

203

204
208

211

213
223
306
406
501
502
601
609
611
101
702
802
805
807

809
8§13

a Sample of Tenants

. i i S B R T TS mEa . man mEn S e e s B N S S WS W WS N W S S S S S el S i - S S T S T S

Qualities stated by the respondent as being
desirable in a landlord

A R S PSS AR WS WS N DN NN CEN EEE S BN B e e i R G S S N S N N S S N W B S S S S

Non-interfering, straightforward, willing to
provide his share of the costs on a timely basis.

Honest, non-interfering.
Non-interfering.

Should be willing to contribute his share of the
costs at the time of their occurrence; should not

argue about the accounts at harvest time.

Honest; preferably not a Thakur.
Not a Thakur (they are dominating and bossy).

Good-natured; conciliatory; dishonest landlords
who pilfer the crops are avoldable.

Honest.

Honest; should not pilfer the crops.
Honest.

Honest.

Should not be quarrelsome or overbearing.
Honest.

Should not be guarrelsome or hair-splitting kind.
Non-interfering; accomodating.

Honest. :

Honest.

Honest; straightforward; not guarrelsome.

Honest and cordial.
Should not be argumentative or nit-picking type.

is prepared to lease from anyone.

Should not be argumentative.
Should be able and willing to contribute

his share of the costs on a timely basis.

* As in the Table 6.2, the first digit in a household code
indicates caste.



i.” Canie Distribution of Tenancy Partnershlps
Famten to Thakwr Mavan Dhidmar  Galarla Dhohl T+ | 'an| Jatah Ot hnrn Suh- it nladvrn TOTAL
{1mm 1nlal
Thakur & q B 1 0 1 0 5 2 13 7 40
Muran ? f 1 0 ] 2 0 A D 16 3 19
B Lmar k| 7 2 0 ] 0 0 v 0 8 0 8
Gadarln o ] | 0 | ] 2 0 1 0 4 0 4
Dhobl 0 0 0 0 o 0 0 2 0 2 0 d
Trll 0 ? D n 0 1 0 o 0 k ] i
Panl 0 1 1 3 0 1 0 3 0 9 2 11
Jatab 4 2 0 0 5 2 0 7 0 20 k] 23
Othern D 1 0 4§/ 0 1 0 0 2 ] L
Sub-total 15 19 12 8 8 16 0 22 2 102 17 119
Outeiders 5 1 . 4 2 1 4 2 2 0. 21
TOTAL 20 20 16 10 9 20 2 24 2 123

Bote: Fach entry in the table Lndleaton the pumber of partnershlps Lnvelving a landlord from the caste ppeelfled
by the row Index and & tepant from the caste opecified by the column index.

L}
]

Cante Dintrlibultion of Leaned Area

Canten te Thakor  HMurao  Dhimar Gadarla  Dhold Tell pani  Jatab Others Sub- Dutsiders TOTAL
! rom total
Thakur 61 27 36 1 D 29 D 12 17 183 e T 792
Murag q 59 ] o 10 i SRR 21 o 116 12 128
Dhimar 5 22 5 0 6 0 0 0 0 38 0 38
Gadaria 0 11 0 an 4 10 0 4 0 76 ] Th
Dhobi 0 0 0 0 0 o 0 4 0 4 0 4
Teli IJ 10 o 0 0 4 0 o 0 14 4 18
Pasl 0 2 1] 26 0 4 0 5 0 48 3 51
Jatab 13 6 0 0 17 5 0 28 0 69 .4 73
Othera | o 3 0 0 0 3 0 0 ¢ 9 1 10
Sub-total Bl 146 57 62 LY a1 0 74 17 557 133 690
Outsiders 1 9 6B 10 6 46 10 & 0 186
TOTAL 114 155 125 12 43 127° 10 BO 17 743

ote: Each entry Ln the table Indicates the total area (in bighaa) leased by the caete epecifled by the row index
to the caate epecified by the column Index. All flguree are rounded te the nearest whole number.
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Table 6.5: Incidence of intra-caste Leasing

O ‘-—----‘—-------------—--ﬁ-----—-_“-------——------_ﬂh--—-----“

Assumption Relative importance of intra-caste leasing

regarding = =e-eememeeee e e e e

the allocation Proportion of all Proportion of area

of contracts intra-village leased within the
contracts® village

Landlords lease at - 15.1% 15.5%

random to tenants
of different castes

Tenants lease at 13.1% 13.1%
random from landlords
of different castes

Observed allocation 25.5% 34.7%

-----------“'l'll1""-'-'-"-'-------l.-----------------_ﬂ-_-----—_‘__----—-

° A "contract" is here understood as a partnership between two hnusehalds,
possibly invelving several plots of land.

Note: The figures in the first row are obtained by taking as given the total
amount of land leased out (within the village) by each caste, and assuming
that this land 1s leased to households of different castes pro rata their
share in the total number of households in the village. Similarly for the
second row, taking as given the total amount of land leased in (from within

the village) by each caste. The third row corresponds to the figures
appearing in Table 6.4. .

Source: Sharma and Dreze (1990).
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observed figure is as high as 35 per cent. This linding can be plausibly related to the importance of mutual

compatibility and trust lor tenancy contracts™'®,

Thakurs lease-in mostly from other Thakurs in the village. In lact Thakurs bath lease-in from and
lease out to ontsiders in a big way, This may be related to greater mobility of Thakurs beyond village.
Within the village, most of land leased-in by Thakurs from other castes consists of land leased-in on cash
rent from Jatabs, the lowest and poorest landowning caste. These observations are in tune with the "high
social status” ol Thakurs - being sharecroppers of lower castes is likely to compromise their "high status”.
Not so with cash rent contracts where they feel more like a creditor to poor landowners than like tenants.
Tendency to lease out to own caste houscholds, is strongest among Muraos. Intra-caste lease bias is weak
lor Jatabs, There is o weak tendency tor flow of leasing 1o be Trom higher castes to lower castes. Casle

consciousness s prevalent in intra-village relations, while it is relaxed in dealings with outsiders.

In analyzing [low ol lcases according 1o ownership and operational holdings, it is worth investigaling
whether the lessces are overwhelmingly land poorer than the lessors, if not outright landless!”. Land
ownership and cultivation holding of the lcase partners, in each tenancy contracl are analyzcd. Table 6.6
gives lease matrices by land ownership holding. Bunching ol contracts around the diagonal is clearly seen,
though less pronounced than the one observed for intra-caste leasing.  Intra-class (land owned) leasing
v b < L TTUTY [T arcd T il least . and | d‘. ‘l - ac g ]-.IH. Lea
ivolves 253%. ol leasced arca comparced to 179 1l leasimg was randomly distribuled across classes ™, s¢
matrices according to operational holding class and per capita income class of the household are provided

in tables 6.7 and 0.8 respectively.

A summary ol data presented in lcase matrices (Tables 6.4 10 6.8) is given in Table 6.9." Columns
(2) o (4) ol this table give leased arca de-segregated as arca leased to houscholds belonging to the same
class, 1o lower classes, and to higher classes - for cach classification criteria. Next, in columns (5) to (7) of
lable 6.4, de-segregation ol the same data is according to: (a) lessor being in the same class as the lessee or
o one class below or o one class above; (D) lessor belonging to a class at least two classes above that of

the lessee: and (¢) lessor belonging to a class it least two class below that of the lessee.

% Sharma and Drese (190): 44).

"7 The papular notion is that of tenants being poor, vulnerable, who own little land, if not landless
labourers: c.g. studies of land relorm |[Sharma (1991) for a review and references]. In much of theoretical
litcrature too, the tenant has been modelled as landless - see for example Bardhan (1979), Bardhan and
Srinivasan {1981), Bhaduri (1973, 1983), Chao (1983), Eswaran and Kotwal (1985b), Lucas (1979) and Mitra
(1983). Bharadwaj and Das (1975a) give some evidence on this characterization of tenants.

I cee Sharma and Dreze (1990: 45).

" The summary data taken from lease matrices for Kharif 1984 scason is also included in Table 6.9,



Table 6.6: Leaso Malrix by Ownership Nolding class

Distribution of Tenancy Partnerships By Land Ownership Class

Shaee 1o Lanedlenp

hin %

TR

UL Peto a0 W0 f0 W0 Aove 50 Sub-tatal  Outeldern TUTAL
from
laodlen 0 K 0 0 0 0 0 0
Do % 0 ? n ) n 0 1] ] 14
5 to 18 ] b 17 1 0 Z i8 ] k}
1% Lo 3 ] ] 9 7 ? ] 5 6 3]
M to b ; ! 6 7 ) 1 18 4 22
Above 50 ? q ) 7 ) 1 18 4 22
Sub-total 8 16 30 3 [ 5 102 1 119
Dutnldrrn 3 L f 7 1 ) a1
TOTAL 1) 19 44 18 5 ] 121
Hote: See note to Table 6.4,
Dlotribution of Leancd Aren Ny Land Ownorship Clana
Slee- to Landlonn 0D in$ o 15 15 tn X0 30 16 50 Abowe 50 Sub=total Outsldern TUTAL
Clnonen
from
Landless 0 0 0 0 0 0 0 D 'Iﬂ
0 ko b 4 5 14 n n 0 27 ] rlil
$ to 15 ; 22 75 » 0 12 146 g 154
15 to 30 28 12 29 40 19 17 145 B0 205
0 to 50 3 2 19 25 2 14 85 2 108
Aove S0 1 54 2] 50 1 19 154 {1 194
Sub-total 37 115 160 155 i 62 557 1] 690
Quteiders M 21 18 18 4 11 187
TOTAL 7 134 1%h 23] 12 1] 14}

1T

Baker Kach mnbry In the table Indicates the total ares Jeansd by households from the ownershlp clans specl!led by the
row Index to households from the ownershlp clase specifled by the column lndex. Tha ownershlp classes are defined in
terme of land ownershlp {in bighas)., &ll floures are rounded to the nearest whole number.



fabln 6,7t Loano Matrix by Oporational Holding Clans

pietribution of Tenancy Partnerships By Operaticnal Holding Claes

Slwn- to  Non-Op Dto S 5 to 1% 1§ to J0 30 to 50  Above 50
Clnnnnn

fron
Non-p 0 | , B L {
0to s 0 0 2 ¢ 2 !
5 to 18 0 2 2 8 B 1
15 to 20 0 | 0 | ) 1
10 to §0 0 | 2 9 4 ]
Above 50 0 1 0 2 § ]
sub-total O 5 non 3 11
Quteiders 0 2 4 | § 8 _ 2
TOTAL 0 7 15, i 44 1]

liote) See nots to Table B.6.

Distribution of Leasod Arsa Dy Operational liolding Class

§lze- to MNon-Dp OtoS Sto)5 15to30 30 to S0 Abova 80

Classes
from
Non-Op 0 0 13 20 124 40
0 to & 0 0 | 15 9 d
5 to 15 0 ] ? 36 66 6
15 to 30 0 4 0 10 14 19
30 to %0 0 1 2 56 6 27
Above SO 0 | 0 17 rL 12
Bub-total 0 8 1 1 add 106
Quteiders 0 5 20 L} -1 58
TOTAL 0 13 L1 ' 204 m 164

Hote: See note to Table 6.6.

Sub-total Outsiders

J
13

a1

19

102

21
123

Sub~total OQutalders

196
54
113
47
92
5]
111
187
(L}

1

64

15
13
10

TOTAL

N
14
a
i
10
10
11%

TOTAL

260
50
128
LT
102
)
1)

17



Table 6.8: Lease Matrix by Income Classes (rupees per capita)

Distribution of Lease Partnerships By Per Capita Income Class

77¢C

.__'_.....-.--.--_--_---..___—-.-—.-—-.-----------n.—-.---------.-.-...-.-.-.-.----------—--.-.————-.-----————q'u*----———qq--i--——

TESSIOAEESEMESESESSSS TSSO SS T ET SRR S SRS e T W N EEE N ESE SRS &S o e R M M N M S SN A R R M mr e m m mm m m

Income Class Up to 501 to
(Rs.per capita) 500 800
Upto 500 b 4
501 to 800 4 7
801 to 1200 9 )
1201 to 1600 2 2
1601 to 1800 4 2
Above 1800 4 0
Sub-total 29 17
Outsiders 4 5
TOTAL 33 22

T T T T T TEEATEAESSSESSsSsSsS S S TS EmTESaSEEERE RS S S T T W N E T N M E S S G S e e e mr R B M e MR M M R R SN A = S = o — o m mr

Income Class

(Rs . per capita)

Upta $00
501 o 800
801 to 1200
1201 to 1600

1601 to 1800

Outsiders

801 to 1201 to 1601 to  Above Sub- Qut.-
1200 1600 1800 1800 total siders TOTAL
s s T o a . 25
5 1 2 1 20 B 26
7 3 5 b 32 b 36
3 3 1 3 14 1 15
0 2 0 2 10 1 11
0 1 0 0 5 1 5
20 15 9 12 102 17 119
""""""""""""""""""""" s 2«1 T
25 17 13 13 123
Distribution of Leased Area By Per Capita Income Class
"""""""""""""""""""" 501 to 1201 to 1601 to Above  Sub-  Owe-
1200 1600 1800 1800 total siders TOTAL
""""""""""" wom w2 e T
27 7 8 22 113 61 174
i8 a5 26 51 221 56 277
13 24 1 27 88 4 92
0 21. 0 3 A4 2 36
0 10 0 0 21 4 25
""""""""""""""""""""" mo  mz a7 102 s 133 ess
""""""""""""""""""""""" 2 s ow s
T st 12 o 18 na

TOTAL

Note: See

R R I i el e e L o N -,

Up toe 301 to

500 800
18 14
21 28
59 12
19 4

8 3

11 0
135 b1
43 a2
YRR
Table 6.6.
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Fer capita
Income
Caste
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Holding
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falding

Per capita
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in -he same ¢lasses
(s along the
d1agonal,

2
(23}

i
[33)

1§
(20)

g
18]

&
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Table 6.3: Sumary Infornation from Lease Matrices

i of wrea ceased-out Uof are leased-out 7 area lessed-aut to 7 avea leassd-out § area Leased-nut
to those at least to those ab Least
two classes above two classes below
:1ass of Lassar

b0 nipher coasses
(5um aboye the
diagonal)

3]
b
{43

1
)

13
(68

4
[43)
T

42}

il
(4]

1
(3]

0}
(43]

Lo Lower olasses
(st Below the
ilagona.)

i
43)

B
(40

L
28

H

thase :n same class
or ane class abovs
ot ane class below

(3}

(4]}

4
o

11}

I
143

b
(i)
)

)

3
(4h)

i
£

b
()

[6)

i

[36)

4]

6l
(34)

g
129)
il

(43)

;
(8]

65
(4)

i
129)

nlass of lessor

il
b

1
(32)

i
(4}

3
(16)

i
(6]

T07AL

it

100

(102}

100
(102

100
(102!

100
(102
100

[ 4]

100
[ %)

100
[ 9

100
(9]

ote:  Figores in brackets are nusher of lease contracts [or a given category, Only these contracts are considered hare for which bath the leasing partners belcxy

bo Palanpu:. [easmp of land Detween two households (s counted g5 one lease contract irrespective of amount of land o mmber of plots invoived. There ara
102 such lease comtracts for Rabi 1983-8¢ and 96 such lease sontracts for Tharsf 1984

Bigher and lower classes do nab have the same meaning for saste as they have [or other classifying criteria shich are quannitiable. It anly refers to the

ey castes have been ordered in this study and reflacts only the accepted caste hierarchy.

Colums {2} to (4] concern Leasing within a class and Leasing outside 4 given class. Colums (5) to (7) are concerned with Leasing between adjacent classes.

F g
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There is a pronounced tendeney for arca o be Icased from higher land ownership class to lower
class (549%) - the "reverse” leasing accounting for 21% of arca and intra class lcasing 25% ol lcased area.,
AL the same time it is seen [rom column (4) of Table 6.9 that more than hall of leased area (54%) is leased

within category (a) defined in the previous paragraph lor Table 6.9.

To understand the changes in the landholdings of the lessors and the lessees as a resull of leasing,
first we consider lessors and lessees in each lease contract individually (i.e. without looking at the landholding
classes to which they belong). In Rabi, 349% of lcascd arca (and 37 contracts) involved lessors who owned
less land than their lessees whereas in 63 contracts involving 63% of leased area they owned more land than
their lessees. The position was reverse in lerms of operational holding, In 74 lease contracts involving 79%
of leased arca, the lessors operated less lind than their lessces. The situation is identical for Kharif scason.
Thus lessors own more land than their lessees in majority of cascs but after leasing takes place, several of

them are lelt cultivating less land than their lessees.

That the landholding classes of Jease partners are reversed as a result of lcasing is confirmed by
Table 6.9 Over 75% of leased area is lcased out Lo bigger (post-leasing) cultivators and less than 20% of
leased arca to smaller cultivators. The most likely proposition is that in a large number ol cases where the
lessor owns more land than his lessee, the dilference in landownership is small. Alter leasing the lessor is
left with smaller cultivation holding, Note that only a lew 1u..:nunty contracts involve a lcase of more than 10
bighas - average arca of a lcase contract is 5.5 bighas. Further support for the above proposition comes from
columns (5) to (7) of Table 6.9. More than 36% of lcased area is between partaers who are at mosl one

class removed either way on operational holding scale.

Lastly, we consider the (low of leases according to per capita income class of the houschold. Bunching
of leased arca within the same income class is less pronounced than for caste and land vwnership class. Bul
there is not much more than hall of the leased arca or hall of all lease contracts in which lcase partners have
large differences in per capita income - 209% of arca is involved in intra-income class leasing and 46% of area
 leased within same class or Lo a partner belonging to immediately higher or lower class. They seek lease
partners, not much higher or lower on income scale, Another interesting [eature is that 48% ol arca is
leased Lo lessees belonging 1o higher income classes and only 32% of arca 1o lessees in lower income classces.
It appears that on the whole the Tessees are somewhat richer than their lessors, il current meome could

represent their ceconomic well-being,

Thus. it can be said that in Palanpur they avoid partners who belong either to much higher or much
lower class. 1 the partner is in a far superior class (say, belonging to a much higher caste, landholding,
income class), then the partner will be ina stronger bargaining position and is likely to dominate and

mterfere - o situation clearly 1o be avoided. This was the refrain of discussion queslionnaire responscs Loo.
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On the other hand, a much poorer partner may not be able 1o provide his own share of investible resources

an time - another avosdable sitoation.

In general, the market Tor agricultural tenancies 1s characterized by: (1) fragmentation on caste,
landownership and income class lines, Thakurs don’t lease-in from others. Muraos lease largely to/from
thewr own caste Tellows,  Leasing-out on cash rent s mostly by poor houscholds to rich houscholds - thus
there being fragmentation according to form of tenancy, 1oo; and (2) absence of pronounced domination of
one class by the other according to tenure status, A large segment of the lease markelt is characterized by
roughly cqual lease partners. In a few cascs, lessors are far more powerlul than the lessees and the tenant
oo e powertal peeation ves aoves Toes “Loedlowd” G a0 mmmbeer al canes T Tt this sitwation clunaeterizes

some Tragment of the lease marketr at most and not the whole of i

It was arguced in Chapter 5 (85.7) that it 15 meanmnglul 1o view agriculiural tenancy as a partnership
between the lessor and the lessee. This holds true Tor rural cconomics where ownership of asscts (including
land) and incomes are widely - even il not equally - distributed and are not concentrated in a few hands,
There are opportunitics for the houscholds with diverse Iu-m.l, income and social status background wo avoid
enlering mmlo uncqual relationships. This is preasely what the Palanpur houscholds do as is scen [rom the
analysis presented in this section. The discussions further confirmed the view ol “tenancy as partnership” -

recall the impartance attached 1o “honesty” by hoth sides,

L] rgs 1" "o * = g +
P There are cases where the “indlord” is Tound doing wage labour for his tenant,



Chapter 7
LABOUR AND TENANCY!

1.1 Introduction:

In the preceding chapters we have concentrated on general features of Palanpur economy and the
functioning of the land lease market as found 1o exist in the village. In other words, the focus was on what?
and how?? of tenancy markel. In the remaining part of this study the Tocus is on why? of lcase market?

and on the consequences of the chosen Torms ol tenurial arrangements for production and distribution.

That markets for all other Tactors of production influence the market [or tenancics applies with
parlicular force in a small economy like Palanpur, In particular nature of transactions in the markets for
labour, credit and lactor services has important implications for the functioning of the tenancy markel. We
attempt to understand the essential features Gmportant for the tenancy market) ol the nature of transactions

in labour, credit and other markets in suceessive chapters - starting with this Chapter on labour.

In addition 10 the Family Libour basced owner cultivation, renting in (oul) of land and hiring ow (in) of
Laibour are twao obvious alternative ways ol bringing Lind and Tabour together in coltivation. To understand
coming together ol land and labour, one must start with the pool of all available labour, whether sold or not.
There are certain restrictions on supply ol labour from' this pool. Some part of labour from this pool may
be applicd in any form™, some part forbidden from being hired out, and yet anather part may be restricted
o only particular l}fr.n.:*uf activities (c.g. allowed in activities like weeding but not in ploughing) on self
cultivated Tarms.  Lastly, some ol potentially available labour may not be used in any farm operations for

soctal reasons, Such restrictions have important bearing on the functioning and rationale of t1cnancy market,

In this Chapter 1cem “labow”™ refors to human labour only and in particular excludes animal labour.

| live benelitted Trom work of Dreze and Mukherjee (1989) in writing this Chapter. Howcever the issues
addressed by them are dillerent from those ol concern here. They Tocus on theories of labour market in
the light ol Tindings from a study ol Palimpur libour market and other empirical studics. Object of interest
in the present study is supply ol all labour (whether hired or not) and its consequences for tenancy. Duoalism
hetween Family and hired labour and attendant transactions costs are of particular interest for the present
studyv. The author s gratelul to Ms, Anindita Mukherjee Tor providing access 1o computations carried out
on raw Palanpur data by her for her Ph, D, dissertation. Some ol this statistics 1s used in tables 7.1 and 7.3,

b . - . 4 . B
= what type ol conteacts are Tonmd 1o exist? Owhat s content of each such contrawet?, who are the lessors
amd lesscees?, and how they mteriet in the lease market?, cle.

the rationale for choosing certain tenurial arrangements as opposed Lo others Le, the problem of
cxistence ol certain ype ol lease contracts - in particular share lease contracts.

1 "form” in this context refers 1o the form that the relation of labour to land takes, namely - relation of
labour Lo cultividor (From o hired or Fomily source, whether male, lemale or child labour ete.), type of wage
contract A1 Labour s rom a hired source, activities in which labour is employed. This is a source of
dillerentiation on the supply side ol Tabour as shall be clear from the discussion that follows (particularly
$7.2).

&()
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Labour market as such is only bricfly discussed (§7.3) - see Dreze and Mukherjee (1989) for a detailed

tiscussion of labour market in Palanpur.

1.2 Forms of Labour

This Chapter s concerned with the consequences ol relation ol lind and Tabour to the cultividor tor
the cost of such libour amd Tor the intensity ol its application, "The Tocus is on human labour applied in
fornving wctivity: - and the term “labour’ is wsed in this sense when not qualificd otherwise,  The most
mportant form of labour, in quantitative terms, i1s family labour supplied by a member of the cultivating
houschold., Within Tamily labour, most of it comes rom adult male workflorce - lemale and child labour
being supplements at best,. Women are specifically forbidden to undertake ploughing activitics when not

forbuddden Troome all Tarm activities altogether,

Wage labour can be classilicd according to activities in which it is used and according to type of
labour contract. We concentrate on easual agricultural labour. Agricultural labour is mostly casual labour
thircd on day-to-day basis) and conversely, most casual labour in the village s agricultural labour, Non-
agricultural labour is quantitatively small and most of it is contractual labour for construction activities®.

All other non-casual labour in Palanpur is essentially the services provided by the village customaries - e

services ol the village barber, dai, sweeper, blacksmith cle.

No Palanpur houschold employs permanent or annual farm servants. Only one person is employed
within Palunpur on o regular basis as o watchman ol o mango grove owned by one of the ex-zamindars who

himsell hves outside.

1.3 Casual Labouor in the Yillage Foonommy
1.1 Peaks and Shacks

Cultivation is the main source ol cmployment lor wage labour, Conscquently demand for labour exhibits
a lew peaks ol short duration tollowed by longer slack periods according to crop cycle in a year. There is
more G activity sl haevesting and sowing time ol cach crop season, The most pronounced peak Tor labour
demand occurs when wheat s harvested and threshed, Henceforth the "peak” period refers 1o 20 days
(between last week of April and third week of May) and remaining 340 days arc called the "slack” period.
The relerence year for discussion of labour market consists of 360 days. Other smaller peaks occur during

Kharil harvest and Rabi sowing.

Palanpur lubour emploved outside the village - whether in well paying regular jobs or casual labour
in neighbouring towns -is excluded from the discussion in this chapter. There arc significant barriers to entry
in this (outside) labour market.
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Total employment in village casual labour market was 643 worker-days during the peak period (20 days)
and 2236 worker-days in the rest of the vear (slack period). Participation of women and children in labour
market is marginal.  OF the above, adult male employment was 501 worker-days in.puuk period and 2088
worker-days in the shick period. Thus, share ol non-adult-male labour in total hired labour is high (229%)
in peak scason compared (o its low share (0.0%) in the slack period. This can be explained by the type of
activitics that cmploy labour during the peak scason. Almost all hired Tabour during the peak is employed
m wheal harvest on picee rades (5% ol crop). At this time whole “labour’ Tamilies including women and
children can be scen working in wheat Ticlds. The restrictions on the supply of Temale and child labour
(discussed later in this chapter) are relaxed for this one activity (except lor the ’higher’ caste women).
Indeed, mean per day employment of non-adult-male labour in the peak period (7 worker-days) is higher

than mean per day employment ol all Labour in shick period (0.0 worker-days).

13.2 Wage Contracts: Daily Wapges and Piece Rates

Wage contracts can be broadly classificd as daily wage and picce rate contracts. Piece rate contracts
are generally Hexible comd open to bargaining between the employer and the labourer except for the
harvesting contracts, which, with fixed wage rate (5% of harvest share) across all employers and lubourers,
s i spectal lorm of picee rate contract. Further, picee rates are of two types. a) the payment lixed lor the
whole task (c.g. construction of a roof, digging of a borewell), or b) payment is at the rate of per unit of

task (e.p. weeding por bighag, e either ease payment is related to task and not 1o number of days ol work,

For daily wage contracts, the usual practice is to provide one meal” and a lixed cash payment as daily
wapes.,  Daily wage rate was Rs.0 with a meal or Rs.7 without a meal. Relative incidence ol employment
according Lo piece rate and daily wage rate are given in Table 7.1, There is a marked dillerence between

the slack poriod soud the peak period mean wage rale,

Daily wages are remarkably rigid (remaining constant) over long periods of time, 1 is sensible wo
talk ol a “ruling wage rate” for daily wage contracts. Ruling wage rate changes only alier long periods and
possible reasons Tor such change include, among other things, significant imbalances in long term supply and
demand, Brpe indlation o e signilicam vise o decline inpenceral prosperity ol the village, One such change

occirred mid-way through the survey year [Dreze and Mukherjee (1989: 240)).

Whercas daly wages are "non-negotiable’, picce rates are negotiated between the employer and the
ibonrertsy [Dresc and Mokhegee (1989 amd Chapter 10]0 Picee rates show gread Hexibiality and there s

much variation m mean daly payment as well as payment per task from contract 1o contract. In absence

" The meal as a part ol wages is consumed on the work place. Gupta (1989) presents an interesting
madel based on o variant ol cllicieney wage theorics to explain this phenomenon of providing meal as part
al wage payment and “lorcing” the labourer (o consume the meal on the work place.



Table 7.1:
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Labour Market at a Glance

-h———————-——--_-—————-—-——-—---—_—_—__—_--.—.__—_—_—..—.—h______---H_____-

Peak Season

Type of
Labour

Contract

mean

wages

stand.
dev.

# of

Slack Season

————.——-|-|-d-|------._-———————.-._-...1-___——-—_.-__|.___——----—-——_————.—.——_—_——_-

Daily Wages
Piece Rates
All

9.16

mean stand.
wages dev.
7.82 1.08

—_-H_____““---‘-‘---‘—H_____----H'—-———----ﬂ-h————“--_----————---—

l. Mean Wages in Rupees per day.

2. The peak season is Rabi Harvest of 20 days (in May) and the

slack season 1s for the remaining 340 days.

3. stand. dev.

is standard deviation.

4. Labour 1is expressed in adult labour days or hours as the

case may be.

l female labour day

1 child labour day

i

For all the tables showing labour,
following conversion ratios have been used:

the

1 male labour day
0.5 adult labour day

Table 7.2: Use of Hired Labour by Operational Holding Class
(RABI 1983-4)
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Labour hired

Size Class

63220

put

Gross output Hired Labour/oOut-
(in rupees)

N O O W O O S O T - - S A S S e T e . S SR N S I B G A

(1n percent)
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(bighas) (in rupees)
0.1 to 5.0 274 ( 2)
5.1 to 15.0 172 (  2)
15.1 to 30.0 2112 ( 19)
30.1 to 50.0 4395 ( 39)
Above 50.0 4188 ( 38)
Total 11142 (100)
Note: Figures 1in brackets

helding classes for Rabi 1983-84.

operational

in the column
percentages for hired labour use by households belonging
to different
relative use of hired labour for different operational

holding classes,

(2)

give column

i.e. the
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of possible bargaining over terms of contracts for daily wages, quantity rationing takes place when imbalances
aeeur, Thus in the peak scason the employers are rationed - cither they have Ly increase supply of Tamily
labour or they have to wail lor a longer Lime. In the slack period the labourers are rationed. The labourers
known o be better skilled, more hard working and gencrally more reliable obtain large share of employment

available during, the slack period.

All contracts have associated problems in implementation. For daly wage contracts, the labourer(s) have
little incentive to put in ‘extra’ etlort into o day’s labour, The labour has to be supervised, This is normally
in the form of a member of employer houschold working along side the hired labour. Cost of such
supervision is evidently very high, Even then the dillerences in work clfort persist. For picee rale contracts,
labourer has no incentive 1o avoid clfort per hour. On the contrary he has positive incentive 1o maximise
his carnings per hour and tries to ierease speed of work with adverse consequences for the quality of work -
extremely dillicult to dehine in a contract. This can be controlled 1o a limited extent by supervision. In any

case there are transactions costs mvolved in hiring ul labour.

1.3.3 Composition ol {(Hired) Labour Force

The number ol employers of wage labour is very large. Indeed all cultivators - big or small - hire
in some labour at one time or another in the cultivation cycle (Table 7.2). There is no monopsony or
monopoly in labour market as there are no big land holders or cultivators with large labour demand and land
owncrship is widely spread, even if land distribution is skewed.  Labour requirements are “operation or
activity” specific that are necded to be undertaken at various stages of cultivation of crops. Thus lor certain

activitics cven a small coltivitor may necd 1o buy labour while himsell selling labour al other times.,

Amang the supplicers of Labour in Pakinpur, a large number of them came from lower’ castes and lower
awnership holding groups (Table 7.3). A labour houschold is delined such than al least one person from the
houschold must sell a minimum ol 20 days of labour, Total labour sold in casual labour market (inside or
outside Palanpur) by all members of these labour houscholds is included in the above table. There were a
tal of 38 Tabour houscholds, as delined above, out of total 143 houscholds in the village. From these 38
houscholds 59 persons supplicd some labour in casual labour market. They worked for a total 3685 days

and carned Rs 33,142 at a mean wage rate ol Rs 9 per day.

A majority ol labour houscholds and labourers are cultivators oo, Casual labour is only a secondary
achivity Tor them, whereas cultivation is the primary activity.  In fact the owner-tenants and pure-landlords

rank only below landless-non-cultivators in supplying number of labour days as well as number ol labourers.
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Table 7.3: Participation in Labour Market

TN S S e s mm — —m——m—mn e S e S S ——m——————— i — —— ————— S S E R ——

Classes of Number Number Number Total Daily
Households of of of days estimated average
households persons worked earnings earnings
By Ownership Holding Class of Labour Household
Landless 9 (27) 17" 1027 7850 7.64
0.1 to 5 10 (10) 13 797 7912 9.93
2.1 to 15 14 (35) 22 1596 14450 9.05
15.1 to 30 5 (36) 7 265 2930 11.06
30.1 to 50 0 (15) - = - -
Above 50 0O (11) - - = -
By Tenure Class of Labour Household
ocC 3 (15) 5 393 37%1 9.54
oT 9 (33) 13 702 6519 9.29
OTL 2 (16) S 370 3148 8.51
OCL 7 (28) 9 507 5621 11.09
LL 8 (24) 10 686 6253 9.11
T 2 ( 5) 3" 149 1201 8.06
NONOP 7 (22) 147 878 6649 7.57
By Caste of Labour Household
Thakur 1 (30) 1 20 180 9.0
Murac 3 (27) 5 474 4425 9.3
Dhimar 4 (13) 7 430 3556 8.3
Gadaria 2 (12) 2 92 1225 13.3
Dhobi 2 ( 4) 4 82 771 9.4
Teli 8 (16) 13" 860 6720 7.8
Passi 4 (15) 5 288 2503 8.7
Jatab 14 (19) 227 1439 13762 9.6
Others O {( 7) - - - -
Total 38 (143) 59 3685 33142 9.0

TN OEEN NN N N N N N S SN L S L R SN S e s e e s B IR EEAY SN TRAC LY BN BT BT SIS CEE CEEST B B S B BN G G . B SN S . S S S S A G G s G T S s e

Notes: 1. See Table 5.4 for explanation of tenure classes.

A household is included as a labour household in this table
if at least one member has done wage labour for at least 20
days in the reference year. For a labour household thus
identified, labour sold by all members (irrespective of
individual members supplying labour for less than 20 days)
is included in this table. This includes all casual labour

inside or cutside the village.
Number of all households in a category given in brackets.

Of the 59 persons from 38 households, 5 are females who
together worked for 105 days and earned Rs. 617 for mean
earnings of Rs. 5.88 per day. All five belong to land-less
households. Only one of them comes from a cultivator
household. They are all from 'low' castes - three Telis
and two Jatabs. The categories that contribute any female

wage labour are indicated by an asterisk.
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Female labour participation is rare in casual labour market. There were only 5 women who sold labour
and all of i was cither tor contract work vndertaken by their husbands or for wheat harvesting,  Their
participation in daily casual marker is negligible, “These five women altogether sold 105 person days out of
a total of 3685 person days sold by all (or 3% ol the total).  All the live women belonged o landless

houscholds and “lower’ castes (specilically three Teli women and two Jatab women).

Similarly, participation of child labour in the casual labour market is negligible and only for the

wheat harvest.

134, Basic Features of Labour Contracts

Overwhelmingly larpe part of casual coaploviment comes from within village. ‘There is very linde labour
mobility even between the neighbouring villages.,  Closed nature ol village casual labour markel has been
ahserved in other parts of India as well”. Labour seareh is by the cmployers. This reinlorees closed nature
of village labour market. The process ol employment ol labour also facilitates quantity rationing of the
labourcrs by the employers during the slack peniod, In Tact this is the most important way ol personalizing
the labour contracts. Most employers have their prelerred labourers whom they approach first. Only if such
labourer is not available, does the employer approach another labourer. Thus, the employer and the worker

are almost never the faceless ceonomie agents bul always particular individuals,

During the peak scason such preferences are weakened duce to excess demand for labour. Also, in an
activity hike harvesting, where payment systems is rigidly followed at 5% of harvest and problem of quality
control 15 neghgible, the identity of labourer 1s unimportant with regard to work performance. Even then

some patierns of employer - employee assocuation can be observed.

This is perhaps the most important aspect ol interlinkage in Palanpur economy, where relations of
dominance are not clearly marked. Personal and social relations influence and arc in turn reinforced by their
mteraction in labour, lcase and credit markets, Such interlinkage seldom manifests itsell in determination
ol terms ol contract. Most olten this resolts in guantity ratioming, an aspect ol interlinkage that has received

less attention m the hiterature.

Main features ol Palanpur labour market are reproduced from Dreze and Mukherjee (1989 246,

cmphisis i origimal):

1, Casiad Labour is the most important 1vpe of labouwr contract. It is generally hired on a day-to-day
hasis.

Bardhan and Rudra (1980), Dreze and Mukherjee (1989) and many references cited there.
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2. scarch on the casual labour market is carried out by employers, who usually “call’” labourers on the
evening preceding the execution of the work.

3 The village labour market is largely closed: labour hiring across ncighbouring villages is rare.

4, Involuntary uncmployment is common, particularly during the slack agricultural scason. Less
productive workers are especially vulnerable to foreed Ieisure.

5. Three forms of wage payments exist side by side: daily wages, piece-rates and harvest shares. The
choice of contract depends primarily on considerations of supervision costs, work quality, speed of
complction and wage costs,

b, A uniform daily wage rate (herealler the standard wage') normally applies to all (adult male)
lubourcrs.

7. The same stamdard wiage olten applics lor profonged periods - from several months 1o several yLirs,

N, AL a given point of time, the standard wage applics independently of task.” However, occasionally

a specific wage applics Tor a specilic sk (c.g. transplanting rice).

Y, The standard wage (in money terms) displays very litlle seasonality, in particular it appears to be,
more often than not, rigid downwards during the slack season.

1, By contrast with daily wage rates, carnings (per day and per task) from piece-rate contracts vary
considerably both over time and across individuals,

1. No explicit collusion exists between cither employers or labourers.  Individual employers have no
monopsonistic power: the pool of employers is large and re-sorting of partners oceurs constantly,
A symmelric stalement applies 1o labourers. '

12. There is very litde Vinterlinkage’ of labour and eredit or lenancy contracts. Inter-seasonal labour-
lying 15 also non-existent.”

They have examined a large number ol village studies and lind that a large number of observations made
above - i particular (1) 1o (0) and (10) - apply to most ol other village studics as well. With respect to
ather observations, some village studics report similar findings whereas some other village studies report
different or contrary hindings, indicating regional variation regarding many aspects of casual lnbour market
teg incidence ol interlinkage). They suggest that such regional variation may be viewed as “superimposed’
on o number of core leatures "which emerge with surprising regularity in different parts of India." (Dreze

and Mukherjee: 1989, p.252)

14 Aspects of Labour Involvement
T4.1. General Observations

The pool of potential Labour consists of all fit men, women and children above a certain age (say
10 sears) in the sense that they have physical ability to perform some larm labour or other. Not all of
available labour (in the sense just deseribed) is engaged in farm work, and only a small portion of it is
exchanged lor wages in the markel for wage labour. The suppliers of labour in the casuval labour market |

are mustly "lower” caste houscholds and small landholders (§7.3.3). Further, involvement of women. children
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and even men among Thakurs in the Libour market s marginal or absent. Two aspects of restrictions on
labour supply can be scen as (1) difficultics in emcergence ol markets for certain type of labour, and (2) social
customs and taboos, The sccond aspeet s relevant to supply of labour in the market as well as its usc on

cultivators” own larms.

Three Tactors important for restrictions on labour supply are sex, age and caste related. Thesce arc

considered i turns.

74.2. Female Labour

There are no inherent disabilitics for emergence of market for female labour, similar to market for male
Libour, in abscenee of restrictions due 1o customs, However, supply of female labour in casual labour markel
is virtually a taboo due 1o local customs and social values regarding women and "non-domestic’ work - such

restrictions on temale labour participation in casual labour market apply to all women irrespective of caste,

Working on tamily operated larms is not a taboo for women of any caste except among Thakurs.
OF course some farm operations, like ploughing, are strictly reserved for men but women take part in many
ather larming activitics, like weeding,  Level of [emale participation in farming activities is negatively
correlaled with cconomic prosperity. Important for the lunctioning of market for tenancies is the fact that
any lemale Tabour, when available for farm operations, is utilizable ondy through family operated larms and

can ae be sold i labour hire market.

7.4.3. Child Labour

In casc of child labour the first aspect (§7.4.1) - the emergence of market for child labour - faces
considerable dilficultics. There are serious informational problems. The capabilities and willingness o do
Libour are at best very imperleetly known for child labour. For example, there will be uncertainty whether
the child will work for the whole day or not. In these circumstances it is almost impossible for the standard
wage contracts 1o emerge. On the other side, hiring out of child labour is frowned upon. In particular,

. . . . oy KL
hiring out ol Temale child labour is unthinkable®.

On the whole, participation of child labour in fabour market is marginal. It is to be contrasted to the
possible use ol child labour on Tamily farms (owned or leased-in). On family [arms child labour makes
dgnilicant contribution in bits and picces. Although no child is expected or equipped to undertake heavy

work like ploughing or levelling of ficld, their contribution is significant in apparently light work: ftetching

¥ Exceptions, quantitatively marginal, are participation of child labour in picce rate contracts undertaken
by its (ather or some other adult male of the household and use of child labour in harvesting of wheat, often
Alonpwith other household members,
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food and water [or working family members or hired lubour on the larm, help in irrigation work, watching

crops against cattle and pests. They may also participate in light farm work like weeding,

An important aspect ol tapping child resources is that they can work in bits and picees - a few hours al
a time - on o family Gom, such lubour bemng casily divisible on Tamily farms since no accountling or
measurement is required. Indeed, this is the only way that this labour is productively utilised (i.c. on Lumily
operated Tarms). Opportunity cost of child labour is ncghgible for the houschold in absence of any

alternative opportunitics.

7.4.4. Caste

Adult male abour market is well developed. But Thakurs are custom bowund not to sefl any fabour
in casual market”. Thus, adjustment ol surplus Tamily labour (say alter satislying labour requirements of
awn farm work) through labour market is foreclosed for Thakurs. Thakurs form 229% of village population
and almaost cqually large share of working population. There are no customary restrictions on Thakur men
warking on Family operated Garms, Thus a big part of male Libour foree is available only on Lamily operated

Larms,

No such caste taboos on selling of labour apply to other castes. However, hicrarchical nature of casle
structure has implications Tor free Dow ol labour services by "higher” castes to lower’ castes. Hiring out ol
lubour mvolves loss of prestige (discussed below, §7.5.1). As such, « person otherwise willing (o do wage
Labour, will prefer pot 1o work Tor o cultivitor from a lower” or inferior’ caste. Thus employers, in mosi
cascs, arc from higher casies than the lubourer employed by them. Indced, a large number of labour

hauscholds arc poor houscholds Trom Clower castes (%7.3.3),
1.5. Family Labour and Hirved Labour
L3, The "Dumalism™ between Family Labour and Hired Labour
The tactors that impose restrictions on availability ol all potential labour - men, women or children -
tor use on lamily cultivated farm or in hired labour market were analyzed in §7.4. These laclors basically

relate 1o caste, sex and age. Through interaction of these Eactors it is scen that some labour is available both

lor own Farm work and for hiring out, some labour restricted 1o own lurm cultivation only and yel another

L) . . . . . . - a . .. . .
Wage labour in Tar of towns is not so degrading for Thakurs but it is not permitied in the village

abour marker. emay be noted that these customs are not rigid over time. 1 is almost certain that (wo or
three gencrations ago Thakurs did not perform any lubowr cven on own or family operated Farms (relics ol
that attitude still survive in many Palanpur Thakurs). The menial labour per se was thought 1o be degrading.
Now, most Thakurs have na hesitation in working with a plough or 2 spade. Indeed, a few of Thakurs who
shy away Trom: physical work, are regarded as decdent,
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part is not available for any larm work, Whatever the scgment of labour, it is scen that there is greater

llexibility in labour use on own farm than in hiring out.

These factors give rise 1o labour dualism - the distinet nature of Family and hired labour. There are

ather factors contributing 1o this dualism.

One, there is problem ol indivisibility of hired labour. Hired labour is measurcd in units of one day,
Family labour is available for shorter duration activitics, Alternatively organisational problems are less
severe with own Labour as comparcd 1o hired Libour sinee own Eibour can be broken into many canvenicnt

parls spread over several days, il needed.

Twuo, there is no market foe sale/purchase fhire ol munagement. Only physical labour can be sold in the
casual labour markcet duc 1o obvious dilficultics in hiring management in an cconomy composed of small
holders, No Lirm is big coough to hire Tull time manager and management can not be hired on day 1o day
basis. Thus the management capabilitics, that one or more members of a houschold Mmay possess, can nol
be sold. When a person with agricultural management capabilitics sells his labour, he gets paid only for the
physical labour he supplics. His management capabilitics arc unutilized and thus unrewarded. One obvious

bul indircet way of buying and sclling managerial skills is through sharecropping.

Three, an important source of labour dualism originates in loss of dignity perceived in working as
hircd wage labourer. Whercas the first component of abour dualism was due 1o non-cxistence of market
lor management, this problem is entirely due 1o social values, A wage labourer is in inferior position with
respeet to the employer. A certain sense of humiliation is Telt in doing wage labour lor others. This, in an

importanl way, is also a result of valnerable position that labour houscholds lind themselves in!?.

The Labourer is selling his labour as well as the loss of prestige whercas the employer gets the labour
and may or may not gain extra utility on account of social prestige. Clearly wages paid for hircd lnbour have
onc compuonenl as payment lor the labour and another component 10 compensate Tor additional disutility
on account ol loss of stalus. Thus the employer pays for labour as well as for disutility suffered by the |

lubonrer of being a hired wage hand!!,

"Thus it can be seen that there is an ceonomic dimension 1o Joss of utility on account ol loss of dignity

in performing wage labour. Social prestige and status of both persons and aclivitics arc in important ways
lunctions ol independence or vulnerability of the actors,

" One illustration might help i understanding the significance of disutility of being a hired wage labour
- harvesting of sugarcane. Sugarcane is always harvested onc day prior o the day of supply as sugarcane
v perishable crop. Thus o lirge number of prople (8-10 persons) are involved in sugarcang harvesting,
The willage i informed by the howsehold harvestime Ty suparcine plol. Anyone wanting 1o tike rarl iy
harvesting goes 1o the ficld with has even imptemens., GCiencrally even permission of the owner of the crop
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Four, another source of labour dualism is technical inefficiency of hired labour in production. A
hired labourer may shirk labour (daily wage contracts) or be short on quality (piece rate contracts) due to
incentive problems.  Given a standard payment for a standard unil of labour time, cach labourer in the
transacted  labour time, will provide quantity ol effort units (conceptualised as a given quantity of
homogeneous labour ¢ffort) no more than what is neeessary 1o obtain such employment. When diflerent
labourers have dilferent ability to do labour, the standard amount of labour cffort necessary for a daily wage
contract will be determined by the least able worker, as the payment is uniform. The more able workers
i.c. those possessing more elfort units may provide a little extra cffort to gain larger share of employment
in labour time when there is rationing of wage employment.  Remaining effort units available with him
remain unutilized. Thus in sclling labour time, a lubourer can sell only a part of his effort units due to

uniform wage payment.

Thus, the Liboarer sullers a loss of value in sclling his Tabour in the daily wage contracts due to not being
able 1o sell or use all effort units available with him. e does not suffer this disadvantage in picee rale
contracts but these are less important in labour market due to the problem ol quality control. Argumcents
along the same lines, as Tor daily wage labour, will show that similar problem of imperfect marketabilily of

labour clTort of given quality exists for picee rate labour contracts as well.

Henee, there is a Juss of value in selling labour on account of imperfect marketability of labour cllort,
skills and managerial capabilitics.  Against this, il alicrnative arrangements can be made to employ this
labour on family operated Tarms (c.g. by leasing in Land), this loss of value is avoided. Full use of labour

cllort, skills and managerial capabilitics can be made.

On the other hand there is loss of value in purchase of labour as well. The employer pays lor the
productive part ol labour as also for the non-productive part. The non-productive part consists ol disutility

aillered by the Libourer on account of his status as a hired wage labourer,

The above discussion can be summarised in the form of the following two propesitions that hold truc

in socio-cconomic environments similar 1o those in Palanpur.

is nol required.  In return for cutting and cleaning the cane of lcaves, each harvester gets top leaves (used
as Todder) and two picees of sugarcane.,  In addition he can consume some sugarcane while on work,
Vatuation of these ‘wages” is dilficult, Nevertheless the return 1o labour (top leaves ol harvested sugarcanc)
s considered very low - even compared 1o picee rate carnings in slack scason. To an outside observer this
special form ol "wage contract” with low clicctive wage rate may scem puzzling, specially since there is a time
constraint_ on harvesting to be completed within the day and it requires large amount of labour. To the
villager this is just not a wage contract. Nobody is particularly called and nobody is refused work unless
there are already 1oo many persons harvesting (i.e. it i like first come first work upto a limit). Harvesting
al suparcane resembles i socil pathering,
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(1) A part of labour is not acceessible 1o labour market and can be uscd only on family operated

farms.

(2) - A houschold sullers a loss of value when labour is transacted. Loss ol value takes place

whether the labour is purchased or sold.
One obvious corollary Tollows Trom (2) above.

(3} A houschold will try to minimisc labour transaction by making possible alternative arrangements

s0 that most ol labour is used on family operated larms,

A briel alternative formulation can be paven Tor prﬂimﬁiliun (2) and corollary (3). Any houschold s
faced with two distinet type ol labour - (a) “lamily” labour and {b) "hircd” labour ', “Family" labour is ol
much higher value Gand lower cost) compared to "Hired” labour which is of lower value (and higher cost).
Henee conversion ol “Lamily” labour into “hired” lubour entails loss of value (or alternatively has a cost).
Thus conversion of Family labour to hired labour is to be minimized and the reverse conversion to be

cncouraged.

A Tabour surplus houschold may minimise conversion ol labour from "family” to "hired” type by leasing-
in land. And a land surplus or labour deficient houschold may do so by leasing out land on sharccropping.
This way he gains aceess 1o "Tamily” labour, O1 course such maximization ol use of labour in "Tamily” labour
lorm is subject to certain constraints. In examples above, land available on lease, and availability of 1enants

are some constrainls awmong others,

§.7.2, Hired and Family Labour on Wheat Plots of Sample
Honseholds:
Data on use of family labour was colleeted for the sample houscholds on weekly basis Tor Rabi 1983-4.
Statistical analysis of labour usce is possible only for wheat crop, occupying 60% of cultivated arca with
sulficiently large number of observations'?,  All statisties in this section reler to wheat plots of sample

houscholds.,

12 Labour used on Tamily operated Tarms - whether such land is own or lcased-in land - is defined as
family labour. Hired labour is scll evident. Both arec measured in time units. Thus one hour of family
labour is ol higher value than one hour ol hired labour. Clearly every person possesses cerlain units of
labour which can be used cither as Tamily ibour or hired labour - its value depending on the form it takes.

Y Sugarcanc. the only other crop with large enough arca (27% of cultivated arca) to allow data analysis,
is ql puumml crap. Family labour data collected over one scason (6 months) is incomplete for sugarcance.
All other crops in Rabi scason are of minor importance and yicld too lew observalions,
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Table 7.4: Family and Hired Labour Use (hours per bigha) by

Tenure Status of Wheat Plots of Sample Households

R R R N I I i ———————————————

Labour Use on Land of Tenure Status

Type of Labour

Own

land

Share

leased

land

All
leased
land

Own+
fixed
lease

All land

R R e e e ke F e —

1. Labour Use in Pre~Harvest Periocd

Family Labour

Hired Labour

Total Labour

2. Labour Use in Harvesting and Threshing Operations

Family Labour

Hired Labour

Total

Labour

27.2
(89)
(11)

30.5
(100)

18.2
(81)

4.4
(19)

22.6
(100)

3. Total Labour Use

Family Labour

Hired Labour

Total

Labour

45.4
(85)
(15)

53.1
(100)

34.8
(97)

1.2
(3)

36.0
(100)

25.2
(92)

(8)

27.3
(100)

60.0
(93)

3.3
(5)

63.3

(100)

33.8
(95)

1‘?
(5

35.5
(100)

24.0
- (87)

3.5
(13)

27.5
(100)

57.8
(92)

5.2

(8)
63.0
(100)

27.5
(89)

3.3
(11)

30.8
(100)

18.3
{TQ}

5.0
(21)

23.3
(100)

45 .8
(85)
(15)

54.1
(100)

29.7
(92)

2.7

(8)
32.4
(100)

24.0
(83)
4.1
(17)
28.1
(100)

53.7
(88)

6.8
(12)

60.5
(100)

Notes: Family labour and hired labour as a fraction of total

labour

(in percent)

is provided in parenthesis.
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In Table 7.5 labour use in hours per bigha is given Tor all those sample houscholds who cultivate wheat
both on sharccropped and owner operated land. The table necessarily includes only mixed tenants. For each
such household, use ol family labour and hired labour is given separately for owner operated and share-
cropped plots, The houscholds™ cultivation holding is also given in the able. The picture is mixed when
labour use between sharc-cropped and owner operated land is compared. Some households use twice as
much labour on owner operated Lind as on shareeropped land. - Some others use only hall as much.
However, the difference in labour use on sharc-cropped and owner operated land is not statistically

signilicant, as seen below,

Dilference in labour use intensitics on owner operated and shareeropped land is statistically tested for
pared observations,  Let Xy Xy be labour use intensitics on owner operated and sharceropped land
espectively. The difference (X,-X) is denoted by X, Thus X' is difference in labour intensities for
houschold 1. 11 X" are drawn from a normal population, then m/s/ 7 follows t-distribution with n-1 degrees

of Treedom where mis sample mean, s is sample standard deviation and n is number ol obscrvations,

For the above data, Cstatistic was computed separately for Tamily Tabour, hired labour and total
labour, In all the three cases the null hypotheses Ho: = 0 (vs H1: p# 0) is comlortably accepted at 5%
level ol sigmificance (Table 7.0). For the family labour use it is concluded that there is no slatistically
sgmhicant ditlerence mits use on owner operated and sharecropped land, The same conclusion is arrived

al Tor ired labour and total libour usce.
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Table 7.5: Use of Labour (hours/bigha) on Plots of the Sample
Households growing Wheat both on Sharecropped Land
and on Owner Operated Land

Household Cultivation Family Hired Total

Code Holding labour labour labour
(bighas) ===——ceee-- - -

QcC SH oC SH ocC SH
109 28 47.3 24 .8 5.3 6.4 52.6 31.2
112 54 17.3 11.0 2.8 3.0 20.2 14.0
203 33 15.4 31.0 2.1 0.0 17.%5 31.0
204 32 14.8 22.8 5.2 0.0 20.0 22.8
208 63 38.1 26.5 5.5 0.5 43.6 27.0
215 S0 23.6 32.5 0.0 0.0 23.6 32.5
220 26 21.5 14.7 6.4 0.0 27.9 14.7
223 23 24.5 38.7 3.8 1.3 28.3 40.0
4006 21 51.0 22.3 0.0 0.0 51.0 22.3
501 14 - 31.3 40.1 0.0 3.3 31.3 43.4
502 46 28.0 30.5 0.0 0.0 28.0 30.5
601 22 36.7 25.6 0.0 0.0 36.7 25.6
611 18 51.0 47 . 4 4.0 2.5 55.0 495.9
805 25 57.6 21.6 0.0 0.0 57.6 21.6
807 15 30.1 79.6 0.0 0.0 30.1 79.6
813 20 49,2 43.3 0.0 0.4 49.2 43.7
Note: OC = Use of labour for wheat grown on the part of land

that is owned by the cultivating household.
Use of labour for wheat grown on the part of land
held on crop-share by the cultivating household.

i

SH

Table 7.6: Results of t-test for Labour Use Intensities
on Sharecropped and Owner-cultivated Land

S e RS SR SRR S S S SR S e S SR SE S S S S . S S L R I BN SIS SN SEEE I DN NN SIS SN NS SN NN S S =

Type of Labour |t| statistic
Family labour 0.310
Hired Labour 1.725
Total Labour 0.529
Note: See text for details of the test. Data for the

test is taken from Table 7.5.



Chapter 8
CAPITAL AND TENANCY

Agriculture today requires substantial outlays of capital. With possibilitics of extension of
agricultural land cxhausted, any improvement in production, a necessity with ever rising population, must
depend on technical change. On the other hand average income for the village remains low. Thus, capital
constraints and functioning of market for capital resources is important o organization of agricultural

production and in particular lTor the functioning of the market for tenancies.

5.1 Income

Most Palanpur villagers are poor by any criteria of decent civil living standards. Mean per capita
village income Tor Palanpur (Rs. 1025) is just a hittle higher than poverly line for ycar 1983-4 (Rs. 960 per
capita - computed from poverty line defined on the houschold basis). Even the highest per capita income
carned by a houschold is less than three times per capita income corresponding to the poverty line, Poverty

of agriculture has been widelv commented upon' and shall not be dealt with in any detail here.

Palanpur houscholds belonging 1o all land ownership classes (except the highest land ownership
class) carn cqually poor incomes (Table 8.1). Data on current savings by the Palanpur households is not
available®. However, it is to be expected that savings are unlikely to be large in absence of a good income.
lable 8.1 also shows relative indebledness ol cach land ownership class - tolal outstanding debt as a
proportion of current income is shown in the last column of the table. This proportion is consistently high

for all Tand size classes excepl the highest land class.

The picture is even more depressing if income carned from outside employment were to be
excluded. It was noted (Chapter 3) that 57 persons (209 ol adult male worklorce) are engaged in outside
regular jobs as primary or sccondary occupation. Incomes carned by them constitute 34% of village income.
Income carned feom all agocicnitore and hivestock relined activities swas only 5777 of village income although

it cngaged most of remaining adult male workloree, and a large component of lemale and child workforee

For relerences 1o some ol these studics, sec $12.2.1.2,

* Eliciting information on savings is even more difficult than that on debt/credit. Such savings are rarcly
invested outside the village or kept as bank deposits (itsell a consequence ol low savings). Indeed in most
cases, savings lake Torm of stored farm produce (in which case it is difficult to separate savings from
consumplion stores), asscls or cash kept at home. Considerable dilTicultics were encountered in collecting
data on inventories of Tarm produce and no attempl was made to explicitly chicit inlormation on savings.

93
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Table 8.1: Income and Indebtedness in Palanpur
by Land Ownership Holding Classes

Landsize Number of Number of Per Capita Per Capita Debt/

Class households persons Income Debt Income
(bighas) (Rupees) (Rupees) (%)
Landless 27 124 851 410 48
0.1 - 5.0 19 106 1070 489 46
5.1 - 15.0 35 210 901 454 50
15,1 - 30.0 36 270 1082 509 47
0.1 - 50,0 15 112 1014 749 74
Above 50 11 138 1234 77 6

----—“H____-------H_—-—_—‘----_h-——"-----______-*h-_____--Hﬂ--

Note: Debt per capita is accumulated debt outstanding.

Table 8.2: Labour and Capital in Agriculture: 1957-1984

O S e e S S T S R U S S e e e e e e e e N DN D DI D D R S G S e G (e S WEY TIY NN NN NN AN A

Item 1957-8 1983-4

(in %) (in %)

1. Total inputs/output 14.4 37.0
2. Non-labour inputs/output 6.2 33.0
3. Inputs excluding labour & seed/output 1.4 25.0
4. Hired labour costs/Total input costs 56.8 11.0
5. Seed costs/Tectal input costs 33.2 21.0
6. Other input costs/Total input costs 10.0 68.0

H-H_---__“h—--———__——---'-------“-u—ﬂ———"—'-------------

ote: All inputs and outputs are valued at current prices
for respective years for computing the ratios. Input
costs exclude 1land tayx, interest on capital,
depreciation etc. All numbers (i.e. input/output
ratios and composition -of inputs) are expressed in
percent.,
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as well™, This agriculture related income includes income from cultivation, livestock produce, hire income
and wages from casual labour in the village. Taking into account poor yiclds obtaimed in 1983-4, il cultivation

income is doubled (1o get a reasonable estimate of "normal” year cultivation income), still non-agricultural

incomes form 33% of tolal village income.

Decomposition of income by source is vseful in understanding availability of investible resources.
A large proportion ol non-agricultural income is not available for investing in agriculture because nearly half
of these houscholds are either marginally engaged or not engaged at all in agriculture. Thus, most Palanpur

cultivators face scrious cash constraints while making investment decisions.

4.2 Capital Regquirements in Agricultore

The cash constraints resulting from poor income and savings are (o be understood in the light of
preatly mereasced capital requirements in agriculture. Traditionally, the most important inputs required for
cultivation woere labour and seed and both were normally available within the howschold of o cultivator, the

seed being produced by the cultivator himself,

In 1957-8. all other costs accounted lor a small Iraction of Lotal input costs - just 0%, of total input
costs excludimg Lanaly labour (Table 8.2). Further, note that these other costs lormed a negligible fraction
of gross produce’ (1.4%). Thus, practically anyone with some farming skills and surplus family labour could
hire in Lind and the texthook model of leasing of Land fitted rather well (landless tenant leasing lrom labour

constramned landlord).

The situanion has completely changed over years with rapidly incrcasing capital requirements in
modern agriculture, mainly for irrigation and chemical inputs.  In 1983-4, total input costs® already
accounted Tor 374 of gross output. Costl of mputs other than sced and hired labour alone acecounts for 25%
of gross produce. 1 s 1o be noted that hired labour formed only 119 ol input costs in 1983-4 whereas Lthe
same was 379 in 1957-8. On the other hand, cost of impuls other than sced and hired labour forms 68%,

ol Inpul costs in 1983-4 agmnst 10%, in 1957-8.

These costs are under-cstimates since land tax, interest on capital and depreciation are not included

in the cost estimates. The latter two items are significant in modern agriculture and their importance is

Yol is dilficult 1o assess exacl contribution of female and child labour in non-domestic activities.

However, most ol tending to animals is done by women and children.  In addition, they play an important
supplementary role i farming activities (Chapler 7).

1 Gross praduce (or tarm output) is always in value terms in this section,

As in the previous paragraph, implicit cost ol Tamily labour is excluded throughout the discussion in
this scction.
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hkely to further inerease with further mechanization ol agriculture - already evident in inereasing, reliance
on tractors, threshing machines cte, Additionally, costs incurred on various other items not directly related

o cultividion of any particular plot are not included, e.g. costs of collecting information or marketing clc.

Even so, it is clear that cultivation requires large capital outlays and a cultivalor nceds to set aside
a large part ol produce for investing in the next agricultural scason. Two obvious ways 1o finance cultivation
are (o save and invest or o borrow, We noted in §8.1, that incomes in Palanpur are low and that savings

are unlikely to be high, Focus is on certain relevant aspects of the [unctioning of the credit market in §8.3.

83 Credit Market®

High incidence ol accumulated debt relative o current income was noted in §8.1. Opportunities Lo
raise capital through credit market are scevercly limited. Nature of production uncertainty resulting in
covariance of incomes For all villagers implics that credit market can not function through deposits but must
depend on personal wealth ol lenders or throogh government support | Binswanger and Rosenzweig: 19860].

Indeed, debt 1o within village eredil sources forms only a small fraction of total village debt (Table 8.3).

Total debt liability further restricts opportunities for current borrowing which is only about 5% of
current village income and 9% ol gross produce.  These include borrowing on account of normal
consumption necds as well as borrowing in the face of erisis (¢.g. medical expenses). Thus, only a small

lraction of agricultural produoction is Iinanced through money raised in the credit market.

7 arc further underlined

Limitations ol raising capital through borrowing [rom [inancial institutions
and accentuated by the Tact that a large number of debts are outstanding from loans taken decades ago.
Thus, large omstanding debt 1o public linancial institutions is indicative of inability funwillingness ol
borrowers Lo repay these debts. Indeed nearly 109 ( Rs.40,000) of amount in outstanding debts pertains
w inherited debts. A pre-condition for obtaining  fresh loan from any of these linancial institutions
(Appendix) is that the borrower should not have any outstanding debt Lo any of these institutions,

An important fcature of credit market is its fragmented naturc®. In tables 8.3 and 8.4, rows arc
arranged in increasing order of cost of credit. 1t is evident that cost ol credit increases as one moves from

mstitutional credit 1o village money-lenders (Table 8.4). Allies and patrons are a special source of credit

A detailed account ol credit market in Palimpur is provided clsewhere |Dreze, Lanjouw and Sharma
(19923, Sharma (1989, Here we concern ourselves with only a few relevant aspects ol eredit market helplul
i understanding the Tunctioning ol Lind lease market,

T See Appendix Tor Institutional sources of credit and some problems in their [unctioning.

% This issue is dealt with in detail in Dreze, Lanjouw and Sharma (1992). Segmentation of credit market
is also noted in other parts of India [Lipton (1981), Sarap (1987), and Swaminathan (191)].
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Total and Current Debt by Source

— R e e G - Y SR R SN NS TN NS W DN SIS B S S D S S e i e el S S D N S D DN DD O I D G D D I T S T T B T T T T I T T

Source Total Debt Outstanding Debt from
Current loans
(% of Total) (% of Total)
1. Allies and Patrons 24,846 5,721
( 5.8) (10.6)
2. Financial Institutions 339,597 25,571
(79.0) (47.5)
3. Town Money-Lenders 28,060 7,205
( 6.5) (13.4)
4., Village Money-lenders 29,890 12,857
(7.0) (23.9)
5. Other Private Sources 7,459 2,519
( 1.7) ( 4.7)
Total 429,852 53,873
(100) (100)
Note: Wheat loans are valued at Rupees 1.35 per Kilogram

before being added to total value of debt. This was
the price of wheat at harvest time when wheat loans
are due for repayment. Total accumulated debt is
shown in column 2 and debt on loans taken in 1983 is
shown as current debt in column 3.

Other private sources are villagers occasionally
lending money or foodgrains.

Column percentages are provided in brackets.
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which 15 available only through special bond between the lender and the borrower and only when the
borrower is in some difficulty (crisis).  Though the cheapest source of credit, this is precluded for raising
capital lor produoctive purposes exeept when e erisis oceurs on account of some production related matter

(c.g. sudden death of a drought animal).

Within each segment of credit markel, there are some restriction on the supply of credit. The bias
of institutions towards bigger landholders and rich sections has been widely noted”. Though intended as
cheap sources ol credit, these are rarely so for the poor cultivators due 1-:1- unlair practices adopted by the
cmployees of these lencding institutions. Procedural norms further create difficulties in oblaining loans [rom

these institutions and ofien lead o its wastelul use!™.

Town moncy-lenders are the next cheapest souree of eredit. However, collateral requirements are
particularly stringent in this scgment of credit market. Often the collateral is of twice as much value as the
loan obtained and almost always in the form of gold or silver jewellery. Thus, there is informal rationing
n this segment Tor poorer of the cultivators, who may not own much collaterable assets and run 2 much

higher risk ot Ium.ing a valuable assct.

Rate ol interest is the highest for loans raised from within the village lending sources. There is no
collateral requirement. This scgment of credit market is fexible and responsive to unforseen contingencies

L1200 High cost of credil in this scgment of credit market 1s discussed in detail in

but involves high cost
Dreze, Lanjouw and Sharma (1992) and a few salient features are recalled here. These include monopoly

premium, high administrative costs (of a large number of small loans) and high risk of default.

These considerations ereate a dualism in this segment of credit market due W transactions costs.

Additonally there arce subjective costs to the lender and the borrower. For a lender, subjective costs may

"See in particular National Commission on Agriculture (1977). Also sce Jannuzi and Peach (1980).

0" See Dreve, Lanjouw and Sharma (1992), and Seabright (1989) on problems associated with public
lending in peneral and Tunctioning of Tnteprated Rural Development Programme in particular. See Lipton
(170, 1979, 1981) on public credit schemes as mistits (exhibit very little Hlexibility). Jodha (1978) says that
actual contribution of credit in strengthening the adjustment mechanism (in agriculture) in the past has been
very limited. Kahlon (1991) claims that defective loan policies providing for inadequate eredit are responsible
lor Targe accumulated debis due 1o lack of gencration of capacity of farmers 1o repay, i.e. due 1o non-willul
defaull on public loans.

"' Roughly this ordering of cost of eredit in dilferent segments of eredit market is also noted in Sarap
(1987).

"2 1t may be noted that within village credit market is informal credit market (like market for tenancies)
depending mostly on trust and social forces. The relevant law requires that a licence be obtained (to be
renewed periodically) before any lending activity can be undertaken. There arc also stipulations in law about
maximum chargeable interest, collateral requirements and procedure for enflorcing recovery.



Table 8.4: Current Debt by Interest Rate and Source

Interest rate (%)
21 Hot
Source Tero  (-18 1840 40-60 60-900 Usufruct 1n i1 avail- Total
Mortgace Kind Kind able

Allles and Patrons 5721 0 b0 0 | /A I - 1)
Inst:tutional Credit 0 15697 | ( 0 0 W T 0 2571
Town Noney Lenders 0 0 n 0 0 0 0 ¢ 0 708
Village Noney Lenders 0 0 2285 8325 1012 800 0233 100 12857
ther Private Sources 0 0 %0 400 ¢ 6 01508 0 2310
Total 5721 15697 10040+ 6725 1012 860 9874 J84L 100 33873

Note: Table shows debts for loans Caken In 1983, See Chapter 4 (§4.3.2) Zor explanation of

"wsufruct mortgage". Allies and patrons as source of credit are those lending without

charging any interest due to kinship ties, friendship, compassionate reasens cr to gain
advantage in some narket e.q. assured supply of labour and Include relations living
outside the village as the nost important component. To avord dowble counting, all
village credit carrying no Interest charge is included in this scurce ("allies and
patrons’) and not under village money lenders or other private sources,

6
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It had granted o small number ol substantial {oans, mainly for the purpose ol minor irrigation, .
purchase of dicsel pump-scts, bore wells cte. These loans were used for specificd purposes and made a
substantial contribution in facilitating the use of new technology in the village. Most ol these loans were
advamced in the 19707,

3) Prathama Banks (PBs) al Jargaon and Nagalia

Involvement of the Prathama Banks in the Palanpur credit market is comparatively recent. Twenty one
houscholds rom Palanpur have taken loans [rom these two banks. These banks were established in 1975
(o advance concessional credit to weaker sections of village socicty. It carries a rate of interest between 10%
and 12.5%. and a subsidy component for some specified purposes. Interest rate and the grant component
depends on ceonomie, land owncership and social status of the recipient of the loan. There is 50% subsidy
for members of Scheduled Castes, Only small and marginal farmers, and the landless deriving at lcasl SU%
of their total income from agriculture qualify for these loans. These loans arc provided for creating
productive assets lor the weaker sections e.g. milk buffalos, bullocks, bullock carts, sciting petty shop ete.

4) The Sced Store (88):

The Sced Store was started in 1942 and is the oldest of the existing lending institutions in this region,
The Sced Store now gives mainly wheat seed on credit at Rabi sowing time to be repaid al subsequent
harvest Lime with 25% interest in kind. The Sced Store and Farmers’ Service Society are run as farmers
cooperative and only sharcholders are cligible 1o obtain loans from them. In particular only the landowners
are cligible 10 pet seed from 88 on eredit as officially tenancy is illegal in Uttar Pradesh. The Seed Store
provides seed loans in multiples of quintals (100 kgs). The villagers are of the opinion that the Seed Store
swed is of fow quality and adulterated and is not suitable for sowing,

§) Patanpur Kisan Sewa Sahakari Sumiti (Farmers’ Service Society Cooperative or FSS).

The FSS is the largest lender in Palanpur. This is a governmenlt assisted cooperative socicty. The
manager of the FSS is a U.P. government employee and translerable but all others are cmployed by the local
soverning body of the cooperative, headed by an elected Chairman, Like other institutional eredit FSS alsc
provides low interest credit - annual inlerest rates ranging from 12% Lo 18%.

The upper limit for a loan obtainable from the FSS is governed by the number of shares held (eight
fimes the share money), land ownership, value of property or asscts owned, normal annual income (a certain
action of which must be agricultural income), and value ol the gross produce cte. Morcover, the loan
dould not exceed the actual cost of operation for which the loan is sought. Like other public lending bodies,
e FSS loans are advanced lor production purposes e.g. fertilizers, diescl, improved bullock carts, and
perhaps dicsel pump-sclts.

AL present Tilty five Palanpur houscholds are indebted to the FSS to the tune ol Rs 230,000, The range
of debi outstanding is from less than Rs 100 1o over Rs 10,000, The FSS loans arc short term loans (except
those tor improved bullock carts or diesel pump sets, which are medium term), as these are provided for
current inputs. But a process has evolved to roll over debts from one year into [resh loans [or the new year.
L is called "transfer entry” (or "Laut Fer® in the villager's language) and perhaps it was institutionalized to
case farmers” problems in prompt repayment. However, this has become the main source of unfair practices.
Farmers have 1o please the clerks and officers of the FSS to make such adjustments (transler-entry) so that
hey can avoid becoming delaulters. Thus the FSS debt indeed grows at a fast pace for those who are unable
W repay on time, as bribes usually come from the "new loan” entry, which covers the previous debt plus
merest plus bribe to the ofhicials,

The recovery record ol the FSS s dismal. Most of the big debtors simply do not have the capacity 10
wepay their debts,



Chapter 9
OTHER MARKETS

9.1 Land Transactions:
In Palanpur market for land tenancy is active. But land sale are : ' In the here
anj arket lor land wenancy 1s active. But land sale are uncommon.” In the survey year there
was only one such transaction involving a sale of 10 bighas. The data on land sales/purchases over the past
25 years reveals many lascinating details besides giving another indicator of inactivity of land salcs markets.

During those years approximaltely 400 bighas ol land was sold - an average ol 16 bighas per year.

Before examining lurther empirical [eatures of land transactions in Palanpur, it is worth considering

some ol the theoretical arpumoents that have been advianced on this issoce.

l. Land is a productive assct. Henee, price of land  naturally includes a component reflecting this
quality,

P

But a svstem ol prodoction is also woven around  land. A farmer organises his whole cconomac life
and social hile around land. Land provides a Farmer opportunity 1o employ his other resources that
he mayv not be able 1o employ otherwise.  In other words this is the only survival technology a
Farmer i such an ceonomy knows,

5. It has a good collateral value and hence can help provide working capital [or cultivation.

4, It provides security in erisis, This is an attribute similar 1o but distingt from (3) above. In a crisis
situation  (a) it can lfacihtate credit because of having collateral value or (b) it can be leased on
cash (rent) or sold as a last resort,

. [ as an asset which can not be lost casily by thell or acaident.,

b, Landownership conlers social status on its owner?,

These considerations imply that the value ol land to a holder is considerably more than what it must be
as a productive asset only, This value may or may not be Tully reflected in the price of land. But certainly
price ol Eind will be lngher than that warranted by the rate of return on such investment. This explains why
land prices are generally high but it does not explain why the volume of land transactions 1s so low.

Inactivity of the land market may be at least partly explained by the following further faclors:

U Inactivity of market Tor land sales has been widely commented upon in the literature. For example

see Bardhan (19584), Basu ( 1980}, Bhalla (1983), Binswanger and Rosenzweig (1986), Bliss and Stern (1982),
Dantwala and Shah (1971). Hill (1980). Jodha (1981b), and Khan (1987).

* This is itsell a topic of analysis as 1o why a special or privileged stalus is associated with ownership
of land and in accordance with amount owned. [t is suggested herce that status value of land is also mainly
derived frome antributes of land mentioned above, Greater nisk ol Toreed  starvation leads 1o degradation
and lower status. Phigh status and respectability come Irom some recognised strength - it may be ceonomic
power or maral strength or o strong sense ol justice. Thus one Torced to live frugally in poverty linds
existence degrading, but one not thus forced but deliberately choosing to live in poverty, i1.c. choosing to live
with austerity, commands great respeetl. This shows likely economic basis under seemingly  uncconomic
factors influcnomg market tor Land,

1
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7. Bequest motives or land pereeived as being held on trust Tor the Tuture penerations?,
K. Povery of agricultwee and limited capacity of the farmers 1o accomulale savings.
Y, Rigiditics in the credit market resulting in very restricted borrowing opportunitics | Binswanger and

Roscnzweip (1980) see below].

1, Value ol land generally appreciates with time.

1. Finally, the costs of registering a sale deed amount to more than 10% of the sale value creating a
large gap between the seller’s realized price and the cost incurred by the buyer.

Imperfection in the credit markel and a sense of ’being a degenerated person’ attached with the

selling of land  lurther accentuate differences between real prices for the seller and the purchaser,

Basu (1980) shows the existence of muluple equilibria in the land market with a theoretical model of
interim transactions (Le. selling now with an intention of buying it later). He shows that the economy may
be caught in relatively inactive or very active cquilibrium. His model does not deal with normal or non-

mterim transactions and hence doces not explain why non-intenim transactions should be low.

Binswanpeer and Rosenzwice (1980) argue that the Llind has  colliteral value, thus having the capability
of raising productive capital for cultivation. Price of land alrcady includes this collateral value and hence
purchase ol Lind must be Iinanced through personal savings only. Thus high price of land and low personal
savings in agriculture result in very lew people being in a position o purchase land. On the other hand,
supply of land is limited because, in normal times, few ellective alternatives for investing resources are
avanlable belore o potential seller. Bardhan (1984), on the other hand, argues that the price of land may not
be sufhicient to reflect status value, collateral value of land as well as to cover the high risk ol parting with

4 secure asscl like laind, This makes the marketl for sale ol land  inactive.

The auributes and lactors leading to an inactive land sales market as detailed are not natural
altributes ol land s such. They are inltuenced by socio-ceonomie, demographic, legal and political
conditions ol any given time. 1t has been noted in some historical studies as well as in the Report of the
Royal Commission on Agriculture (1928) - RCA for short - that land had very low value, it had no collateral
value, not a sccure asset and uscless in a crisis situation - due 1o insecurity of tenure, high revenue demand
and uncertain Tuture revenue demand,

"In carlicr times, ind had been practically unsalable. It was of less value than the crop it yielded,;
i short it was a burden involving liability for revenue and not an object ol desire which could be
pledged Tor credit. When famines came, it was not the land which was sold; the cattle and
houschold goods  were disposed ol ornaments were pledged and, when these  resources were
cxhausted, the people deserted their villages and  their fields and wandered in scarch of [ood”.

et

As has been noted by a Settlement Otlicer - [quoted in Guha (1987: 137)]:

“there s no such thing as a market price 1o a cultivator when he has set his heart on having a piece
ol land ... As onc farmer put it, 'we buy land not with a view to getting such  and such interest on
our money, but in order 1o hand it down as o possession to our children™.
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(cmphasis added) (129, Abridged Report ol RCA reprinted 1983 by Agricole Publishing Academy,
New Delhi).
Talking ol land sales market, TRIE { 1986) notes:

in

- In & period ol (say) two or three centurics, the wheel has come almost full circle; no (or little)
sclling, some selling, much selling, some selling, a little selling ...",

Civha (1987), a0 an interesting historical study of land market in Maharashtra over more than a hundred
vears, traces periods ol high activity as well as low activity of land sales in terms of movement of land prices.
He says that the land market . [between 1850 and 1880] went through a cycle ol revival, boom and slump...”

{p. 130). The activity in Land market was  greatly influenced by tax obligations and rental value of land,

Thus, the market Tor land - price as well as volume of trade in land - is influcnced by a host of natural,
lcchnological, legal, political, social and demographic factors and also by growth of non-agricultural sector.
In the reomining part ol this seetion, certin Gscmating features emerging from o study of Lind sales over

the past 25 years in Palanpur are considercd (tables 9.1 10 Y.5).

First, note that these are 'normal” time transactions i.e. these sales did not occur alter (or on @#ccount
aly general distress conditions in the village. Of course these sales may have been forced by conditions of

cconomic “distress” in that houschold - whatever the reason and origin of such distress.

A small amount ol sales is due to migration - five houscholds having sold 34 bighas upon migration?
(Table 9.1). Indebiedness - aggravaled by dissipated living (gambling, drinking, and other  conspicuous
comstirpiion withoot adeguate carmnge capacity) - leads o sale ol Bad o magornity of cases. Other reasons
lar sale of land include debis for medical expenscs, debts to FSS (possibly but notl necessarily or productive
purpose) and court expenses on account of murder charges. It is notable that the immediate cause of land

sale, in almost every case, 1s Lo clear a debt,

The landownership pattern of scllers s not different [rom  landownership pattern ol village
landowners (Table 9.2). But this resemblance in pattern may be more due to distributions of dissipated

living being cqually widespread among small and big landholders.,

Considering purchase ol land, both large as well as small landholders have purchased land. The
distribution of Land ownership ol purchasers resembles landownership distribution ol all households in the
dllage.  In Palanpur, land has not passed into the hands ol rich (bigger) landholders [rom poor (small)

landholders through land sales (Fables 9.2).

Y10 must be remembered, that migration  is not always accompanied by immediate sale of land.
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Table 9.1: Distribution of Area Sold (bighas)
by Reasons for Sale of Land

EEN S R D L S D S . SN MR L i e e e S SRR EES SN WS VN R S EEE EEE BN DN N N S AN P R NN G S A A P R W N S e e G e R I S N e S S

| Sold Area as
Initial a fraction, (%)
Reason Area Sold Landholding of initial

(Bighas) (Bighas) landholding

1.Dissipated living 210 ( 49) 313 64
2. Debts 102 ( 25) 168 60
On account of
a. medical needs 41 ( 10) 69 59
~b. marriage 13 ( 3) 29 45
C. unknown 48 ( 12) 70 68
3. Migration 34 ( 8) 34 100
4. Court Expenses 47 ( 11) 163 29
5. Not known 28 (T 31 81
Total 412 (100) 710 58

Note: Initial landholding means land held prior to sale of any
land by concerned household and it includes initial landholding
of selling households only. Column percentages are provided in
brackets. -



Table 9.2: Distribution of land Transactions by Land Holding Classes

--------------------------------------------------------------------------------------------

Oinership  Number of Initial Amownt (4) asa  Number of Current Land (8) as a

Hold1ng seller  land  of land %of (3) buyer  Land area % of ()
Class households Holding Sold | households Cuned  Bought
1] 2B ) (5] [6) () (9]
Landlass . - - - y I -
Less than 5.0 ¢ 1] 1] 100 l b b 100
5,01 - 15,0 12 128 103 3 3 8l 24 b6
15.00-30.0 ¢ 109 62 7 18 {9 13 g
30,01 - 50.0 ! 159 139 ] 10 371 120 Y
Above 500 2 304 94 ) 5 380 b 17
Total 26 10 41 8 47 1257 413 3

-----------------------------------------------------------------------------------------------

* Since sold all their land and left the village,

qzoT
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Thakurs ine prominently over-represented among sellers - more than hall of all Land sold is by
Thakwes - amnd  Muoraos and Jatabs are under represented. Other prominent scllers are Dhimars, and

Gadarias (Table 2.3). No Lind has been sold by the Palimpur Muslims - the Dhobis and Telis.

Land transactions, where both the seller and the purchaser are from the village, have been presented
in Table 9.4 in a matrix form (by caste categorics). Table 9.5 summarizes some features of land transactions.
One third of land transactions (in arca) are intra-caste. A little more land has passcd into hands of bigger
land holders than the other way round through land sales. But within village land transactions form only a
small part of all land transactions. Nearly two thirds of all land purchased is [rom outsider landowners. In
particular, more than a third of land is purchased from one individual, namely Ajit Prasad, who is one of the

three cx-ramindars ol Palanpur. Land sold o outsiders Torms 42 % of all land sold by Palanpur households.
I Y I

For the village as a whole, arca sold (412 bighas) is very close to arca purchascd (413 bighas) over last
25 vears. Thus the change in total ownership through sales is negligible. More over Land transactions have
not signilicantly altered the distribution ol land ownership in the village - as rellected in very similar gin

cocllicient of land distribution tor all the four survey years (Table 3.24).

To summarize the observed features of market for land in Palanpur: (i) land is rarcly sold for purely

kd . ; ) ﬁ LI . . . L] L] a : N .I - . L] . "
ceonomic reasons alone”™, (i) all sales arve cither due to migration or a houschold specilie distress but they
are not sales in times of o general distress (e.e. during a famine), (i11) repayment ol loans is the immediate
reason for selling of land in a majority ol cases, (iv) in a large number of cases, dissipated living is the cause
ol “distress” or unsurmountable debt in the first place, and (v) among the main cultivating castes, Thakurs
are overwhelmingly over-reprosented; and Muraos and Jatabs are under-represented amuong the sellers ul

land. In this (iv) and (v) arc closely related.

From forepaing discossion, Tow volume of land sales ean be understood i the following way". In
normal circumstances, the rescervation price ol sellers is higher than the reservation price ol potential buyers
(miny sources ol transactions costs have been noted carlier). Thus, in normal circumstances there are no
land transactions. When land sales do occur, it is usually because the seller is in some special circumstance
(usually of distress), vather than the buyer beig in some special circumstance. Fhus, the price at which land
is actually trimsacred is likely to be closer 10 the reservation price ol the buyers than to the reservillion price

of non-distressed potential sellers. When a landowner fuces distress, the reservation price of one ol the

By this. it is suggested that sclling of land has not been motivated by better investment opportunities
clsewhere.  In a sensce. no land sales are voluntary but the sellers have been "compelled” by some distress
condition or the other {c.g. huge debis, prolonged sickness cle.)

*Lam gratclul o Jean Drere tor the formulation here.
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Table 9.3: Land Transactions over 25 Years hy Caste
(area in bighas)

Caste Land sold Land purchased
Thakur 225 (54) 137 (33)
Murao 17 (4) | 105 (25)
Dhimar 56 (14) 18 (4.4)
Gadaria 48 (12) 93 (22)
Dhobi 0 (0) 30 (7.2)
Teli 0 (0 12 (3.9)
Passl 40 (10) | 10 (2.4)
Jatab 4.5 (1) 3 (0.7)
Others 21 (5) 6 (1.4)
Total 412 (100) 414 (100)

Note: Land transactions of land within the village or in
nearby villages only are included in this table.
Another 45 bighas of land, owned in far away villages
(more than 10 kms. away), was also sold by Palanpur
households.



Tale 9.4: Natrix of Land Transactions within the Village by Caste

-----------------------------------------------------------------------------

Thakar 16 238 0 1LY 95 0 00
Murao 61 0 80 g { 0 b0
Dhinar O 0 U ) ﬂ 0. 0 0
cadaria 64 0 0 T2 0 P01
Dhobi D (R 0 0 0 00
Tell 0 00 0 0 0 00
Passi %0 60 3.5 0 0 40 97 0 0
Jatab §,¢ ( 0 0 ( 0 | 0 |

Others 0 6.4 1.0 0 8.0 0 0 0

-----------------------------------------------------------------------------

14,0

13,6

Note:  Only those transaction for which both the purchaser and the seller helong to Palanpur are
reported in the table. Each entry shows area sold by persons belonging to the caste shoun

In the corresponding row and to persons belonglng to the caste shown
column,  Area is in highas. |

In the corresponding

QA<=OT



Table 9.5: Some Details of Land Sale Market in
(Past 25 years)

1. Intra Caste land sales (areawise) as a
fraction of all within village sales

2. The following as a fraction (%) of within
village land sales (in area):

2a. Bigger landowner selling to smaller
landowner (or to landless)

2b. Small landowner selling to big landowner

2c. Nearly same land owned both by
seller and buyer of land

3. Land purchased from Qutsiders (264 bighas)

ja. Land purchased from ex-Zamindar,
Ajit Prasad (141 bighas)

3b. (3a) as a fraction (in %) of (3)

4, Land sold to outsiders (174 bighas)

103¢C

Palanpur

Il

N

34%

36%

46%

18%

64% of total
land (area)
purchases

34% of total
land (area)
purchases

53%

42% of total

land (area)
sales
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preparation prioe 1o sowing, may require 6-7 plonghings, A Tarmer cultivating a medium size holding, of 30

highas will have Lo spend Rupees 700-800/- on ploughing alone!!

. 'This is a large sum considering that
annual average houschold income is Rupees 6500/-. All agricultural operations in tropical agriculture are
sensitive Lo timing.  So, the availability of any particular service - ploughing in this case - within a short -
period is important. Some of these operations depend on rains, and for this reason the periods of vigorous

activitics coincide Tor the whole village. That makes dependence on hired services unreliable.

In the rest of this seetion the extent of ploughing on hire is considered. Table 5.6 gives ownership ol
bullocks, Lind owned and cultivated per owned bullock by operational holding class. In Rabi 1983-4 scason, |
97 houscholds were engaged in cultivation.  OF these, 36 houscholds got some land ploughed on hire. I
seems Lo sugpest a great activity in the market lTor ploughing services. Further analysis of ploughing scrvice
market shows many  interesting facts. These 36 houscholds got a gross area of 610 bighas!'? ploughed on
hire and paid Rupces 3409 for this service. Al a conservative estimate, total gross (as defined abowve)
ploughing in the scason by all the cultivitors was of the order ol 10,000 bighas. Thus arca ploughed on hire
is 5-0% ol the total ploughing  activity. Its importance is more in the fact that availability of ploughing
wrvices on hire provides a cushion 1o a farming houschold in some temporary difficulty or need rather than

in its quantity,

There were 29 cultivating houscholds not owning any bullocks. Only 13 of these houscholds reported
any hiring in ol ploughing scrvices. These 29 houscholds (309% of cultivating houscholds) owned 348 bighas
(139 ol total owned land). Of these houscholds, 14 lcased-out 152 bighas (44% ol their ownership holding)
whereas only 9 leased-in 84 highas (307 ol their cultivation holding) and thus they had a total cultivation
holding of 250 bighas (119, ol village cultivation holding). Scven ol these houscholds cultivated their own

small holdings.,  Only 10 of these houscholds operated more than 10 bighas.

OF the 280 bighas retained for cultivation by these houscholds 409 (110 bighas) did not require any
ploughing, being cither Tallow, uncultivined or under second sugar crop. Ten houscholds had land under no

such crops that required ploughing.

" The argument that opportunity cost of using one’s own bullocks shall be the same il owners ol
bollocks could hire out their services docs not hold true in presence of transactions Costs. The demand tor
hullock services and its supply are practically inclastic (for any given period) and the demand VATIUS
comdderably over time.  However, ploughing charges are fixed for long periods. Thus, opportunity cost (in
terms ol pain trom production toregone il his own land is not ploughed in time) is much higher than the
market price Tor an owner ol the bullocks till he has ploughed his own land and it is practically zcro
alerwards.  Ploughing services shall be hired out by any bullock owner, if at all, in this later phase only.

12 Lor the computations ol ploughing on hire, the Tollowing procedure is followed. If a 5 bigha plot is
ploughed 4 times, then the arca ploughed = 20 bighas and so on. |
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Table 9.6: Ownership of Bullocks in relation to Land
(by Operational Holding Size Class)

Number Value Value Land Land Number
of of per  owned oper-  of
Size bullocks bullocks bull. per  ated bullocks
Class owned  owned owned bull. per  per
(Rs.) bull. househ,

--------------------------------------------------------------

--------------------------------------------------------------

--------------------------------------------------------------

Notes:  Area in bighas. Value in rupees. Figures in brackets
in the last column are number of households in that
category. The word "bullock" is used to include all

animal draft power. In Palanpur it includes bullocks
and water buffaloes.

Abbreviations: bull. = bullocks: housh. = household
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This discussion demonstrates that Tor cultivation it is necessary 1o own bullocks. Dependence on hired
bullock services is marginal al best. Bul hired ploughing is often resorted to for smaoothing over lemporary
difficultics. In lact cven Ganga Sahai, the only tractor owning household (in the survey year), had his own

bullocks.

9.3 Irrigation:

As mentioned in Chapter 3, almost all Palanpur land (96%) is irrigated.  Sources ol irrigation are
privately owned. [Frrigation is Irom ground water sources. Except for a marginal use ol a small village pond
which is used to irrigate nearby fields of 1wo-three farmers and of a small river Ari, irrigation is by lifting
underground water. Means ol irrigation are Persian wheel, electricity powered tubewell and diesel powered
water pumps. The most important sourees are diesel pumps, next in importance being Persian wheels. There

v one privalely owned tubeweldl

Persian wheel was hived 0 Rupees 3/- per bigha of Tand irrigated. A houschold hiring-in services of
a Persian wheel has to supply the means ol driving it - a pair of bullocks and a person to drive i, Tt usually
lakes one day o irrigate 1 bigha of land in Palanpur. Usually a child from the Tarmer’s houschold is engaged
in driving the bullocks to provide lilt power. Another person is needed to supervise irrigation, ensuring
uninterrupted flow in channcls and into the ficld. This last job is common to irrigation by any type ol source
and always the cultivator himscll docs it. 11 the Persian wheel is owned by the lessor in a lease contract, no

charge is pavable by the tenant Tor its use on the rented land.

The rate lTor diesel powered pump irrigation is @ Rupees 10/hour. Diescl pump is a portable means
of irrigation. Water is pumped out of the nearest or most casily accessible of 31 borewells installed by
larmers in various locations on the village land. A borewell owner gets Rupees 1/hour out of the above rate
of Rupees 10/hour, On an average it akes one hour o irrigate one bigha of Land. 11 the owner of a pump
wl is @ partner in sharccropping (batai) lease, then the non-owner bears the cost of Tuel. Otherwise they
split the irrigation charges cqually, Both the arrangemoents are practically identical since the average cosl
ol Tuel Tor running a dicsel pump was Rupees 4/-per hour. Operation ol the diesel pump set is the

responsibility of its owner,

Pumping with cleetric motor driven pump is the cheapest form of irrigation. But there being only one
wbewell, very few Tarmers can avail its services. The tubewell owner charged Rupees 7/hour in 1983-4.
Tubewell irrigates a little over one bigha in an hour. The operating cost for tubewell owner is practically
nil - except for normal wear and tear and repairs - as the owner pays for power supply at a flat monthly rate
according 1o the horse power ol the motor used.  Supply of irrigation by tubewell is limited by its fixed

ncation and even within its small command arca, by availability of clectric current. There is also a
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government tuhewell in a neighbouring village of Bhoori and some Palanpur fields on the western boundary

have acceess Lo ils waler.

Lastly, tractor, besides ploughing and transport, can also be put to other uscs requiring mechanical
power, including threshing, fodder chopping and imigation. Water is drawn from borewells - tractor replacing
dicscl pumping set. The engine of a tractor being generally far more powerlul than dicsel engines, it pumps
much more water per hour and also consumes more fuel. There was not much sale of tractor services for
irrigation - the tractor owners having it busy most of the time for their own work in all possible activities like
ploughing, irrigation and transport and also doing ploughing on hire. Rental rate for tractor powered

irngation was Rupees 12 per hour. Normally tractor can irrigate more than one bigha per hour,

Landholding wise owncership ol irrigation sources is given in table 9.7. The market for irrigation is quite
aetive.  Irrigation services were hired to the tune of an estimated 2900 highasm trom the village sources

alone. The higure is close to 3500 bighas alier including outside sources.

Even though dicsel engine pump sets are now the main means of irrigation - 22 engine pump scts are
owned by 27 houscholds - ver Persian wheel is an important means ol irrigation. There were at least 15
active Perstan wheels in operation in 1983-4. In contrast, there were with only 7 diesel pump sets and no

tractor and no tubewell operating in 1974-75,

Total income, net ol incurred costs, carned by hiring ol irrigation sources lor the survey year was
estimated to be Rupees 14840, Although 30 houscholds sold irrigation scrvices, only two houscholds
thouschold 224 and houschold 502) alone accounted for Rupees 8674 - ncarly 60% (Table 9.8). It appears
that only a few ol the engine owners go oul in a big way to rent their engines for irrigation - others own
engines primarily for their own use and hire out occasionally', Persian whecls being lixed in location and
involving no ellort or current expense on part ol its owner, the variability in income from hiring-out Persian

wheels is totally determined by the demand in that location and the owners’ irrigation requirements,

Rates ol hire arc impersonad and wniform Tor cach type of irrigation source. The same rates apply across
buvers and scllers and also i the slack scason as in the peak scason, Rates ol irrigation do not follow
marginal cost or average cost rule. Rates are rather ol the nature of a mark up over current running cosl,
it being about twice the running cost tor dicsel powered systems, whercas the current cost is practically zero

lor tubewell and Poersian wheels,

3 Asin the case of ploughing, total quantity of irrigation is estimated in the arca ol a plot muliiplicd

by the number of irrigations. Thus, il a 5 bigha plot is irrigated twice, quantily ol irrigation is 10 bighas,
4!
Y Remember that dicsel pumps are portable.
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Table 9.7: Distribution of Ownership of Irrigation Sources
by Operational Holding Class

- --———-—__ﬁl-——_---——_-—l-----—_—_-—-——------:_--—-----—---------—-

Number
Size of Persian Wheel Bore Well Diesel Engine
Class house- ———ceccmeceeee cmcccddcdcccr | e

holds  Number” Value Number® Value Number"' Value

-'-—--———-—----ﬂﬂﬁ------------uu-l-——i-.——--------—-----_---------_—-

0 46 1 6000 0 0 0 0
0.1 - 5 13 0 0 0 0 1 3250
5.1 - 15 18 1 6000 3 4500 1 2000
15.1 - 30 27 g 43200 16 12550 11 25850
30.1 - 50 30 7 15200 11 13950 5 15600
Above 50 9 G 39800 13 18750 9 29900
Total 143 24" 110200 43" 49750 27" 76600

-ﬂﬂ-l-l'l-lli-l-t——!'-ll'-—----———-—-—--------—-“-“-p_--------------—--------—--

Notes: All values are 1ln rupees.
* These numbers 1ndicate access to owned irrigation
resources but some of these may be jointly owned.
Total number of owned 1irrigation resources are less
than the numbers shown in the last row. There are 21
Persian Wheels, 31 bore wells, and 22 diesel engines.

Table 9.8: Income from Irrigation Hired-out
(by the Type of Source)

Ll Rl i R N N X N Ry N ¥ § _§ _§ N K K K ¥ F F ¥ ¥ ¥ ¥ ¥ ¥ ¥

Equivalent Number of Equivalent Income

SOURCE hours or households area (in rupees)
days hiring out (in bighas)

Electric Tubewell 607 hrs 1 607 (21) 4249 (29)

Tractor 27 hrs 1 33 ( 1) 164 ( 1)

Persian wheel 425 days 7 425 (15) 1275 ( 9)

Diesel pump-set 1832 hrs 24 1832 (63) 9158 (62)

TOTAL 30 2897 (100) 14846 (100)

Note: Figures in the parenthesis are column percentages.
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It necds emphasizing that despite an active markel Tor irvigation, aceess 1o irriglion is qualititively -
diflerent Tor owners of means of irrigation and the other tarmers. ‘This is erucial during the period of peak
demand when the owners continue to have aecess 1o these resources but the non-owners (ol these resources)

are rationed. Note that the price for irrigation for any type of source does not respond to the seasonal

demand and supply imbalances.

94 Imiplements:
All Tarm houscholds own common larm wols. There is no market Tor hire of any farm implements

including ploughs, spades, cultivators, levellers ctc.

9.5 The Chemical Inputs:

Usc ol pesticides, insceticides and weedicides is negligible in Palanpur. In the relerence year only one
larmer, houschold 224, reported using some pesticide. They can be purchased in market in ncarby towns of
Chandansi, Bilart or Moradabad, Chandausi is the main market where most of the lertilizer used by Palanpur
larmers is purchased in the open market. Fertilizer may also be obtained on credit Irom the FSS subject 1o
s rules. Very little fertilizer was thus oblained, The reasons for this lic in the functioning of FSS (Sce

Chapter 8, Appendix). Prices are unilorm and impersonal and normally, there is no rationing.
There is no market for farm yard manure extensively used in Palanpur,

96 Seeds and Farm Produce:

Usually a farmer sets aside a part ol his own stock of grain (or crop in case ol sugarcane) that he
consiclers the most healthy part ol his produce, tor the sceed. 1T it is not available or he does not have healthy
urains for seed, he usually purchases seed from another farmer within the village (and occasionally, from a
neighbouring village). Use of High Yiclding Varicty (HYV) sceds is universal for a crop like wheat but
hardly anyonc uses certilicd seed purchased [rom market or the Block Development Office. Certilied seed
s twice as expensive as other non-certificd seed. The Seed Store provides wheal seeds on eredit. But this

secd v ol doubtful quality and is often used as o cheap souree of consumption eredit (Chapter 8).

The neighbouring town of Chandausi is a big foodgrain market (mandi). Foodgrains are cither sold
o Chandausi grain merchants or within the village, In case ol wheat, the government purchases il at a fixed
procurement price in the post harvest scason. A large part of food-grain produce is sold soon after the
harvest. . But most Tarmers sell small quantitics of grains - from 10 kilograms to 100 kilograms or more -
over o long period, as and when need Tor eash arises, Price ol grains is ncarly unilorm within the village.
Itis usually marginally lower than the price prevailing in Chandausi market. In the relerence year the price
alwheat, soon after s harvest, was Rs.1.35 per kilogram in Palanpur whercas government fixed procurement

rice was Ra 155 per quintal (Rs 1.55/kg). There is no upper limit to the amount ol wheat that can be sold
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by o Farmer 1o the government purchasing agenceics, The Government wheat purchase centre was about 25

kilometres away in the village Akroli. But surprisingly small amount of wheal was sold 1o the government.

The amounts sold by a large number ol Tarmers are too small - and hence per unit transporl costs
become high, Morcover there was some lear eapressed by small farmers that they will face trouble at the
hands of purchase officials at the government purchase centre - the purchasing officials disputing the quality

of wheat olfered for sale by a farmer.

There is no market for Todder crops. Sugarcanc is the only important crop apart from cercals.
There are a few small sugar Tactories within a lew kilometres radius from Palanpur. There is a big
government owned sugar mill which is less than 10 kilometres away at Bilari. Most ol Palanpur sugarcanc
is sold to small sugar factories. Only Tour or five larmers sold their cane to the sugar mill at Bilari, In
good or average crop year - as 1983-4 was for sugarcanc in Palanpur - price paid by lactories is much below
that paid by the mill. The price paid by the mill is regulated by the State and the Union governments which
preseribe @ minimum price. But no such controls apply to a small sugar factory, where price varics widcly
over harvest scason from late November to March according to the supply position. Supply of sugarcane

o the mill is repalated by a supply schedule Tor individual Tarmers in its command arca,

There are many reasons Tor most Palanpur Larmers selling their sugarcanc o small factories even
at unfavourable prices. The payment by sugar lactories is prompl whereas payment from sugar mill Ltakes
a long time - several months in general and somelimes even as long as a year. Moreover sugar factorics
Jdart cane crushing operations almost a month betore the mill docs. Thus when immediate cash nceds arisc,
supply 1o factorics is the obvious answer (o a sugarcane farmer. An obvious allernative is to borrow lor
immediate need and repay later when money from the millis realised. However, the farmers are disinclined
10 horrow Trom private sources exeepl when there is no alternative. The supply quota of a farmer is fixed
by the mill according Lo .-'.ugurcunu supplicd by him in the previous three years. Thus those, who have not

applicd or supplicd small quanttics in the past three years, have no supply quota.

This was true for almost all Palanpur farmers and thus the situation perpetuates itsell, Towards the
end of crushing scason, when the over all supply drops substantially, any farmer of the command arca can
!l 1o the mill without any quota restriction. This is the only way a farmer with nil quota in the present
wason. can obtain positive supply quota in the coming period. But in Palanpur by the time of quota-lrec
apply regime. there is very littde sugarcane lelt in the ficlds except that for sugarcanc seed. Unlike in the
past and in many other sugarcane growing arcas, there is no local processing ol sugarcanc to manufacture
gur. There is no intermediary sale of sugarcanc. All Palanpur larmers sell it directly to any of the factories

or the nill.
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It s ol mtcrest to note that there was no tying ol sale of produce with any other contract - tenancy,
Libour or credit contract - even though there was large price differential in local price and governmoent
supported price Tor some crops like wheat and sugarcane. Morcover loeal grain price is impersonal and

independent ol parties involved,

9.7 (On Interlinkage in Palanpur

Interlinked nature of rural markets has attracted a great deal of attention (§1.2.2). In this section
occurrence ol interlinked transactions in Palanpur is brielly analyzed.  Simultancous occurrence of
transactions in two or more markets between same two partners does not necessarily imply that these
transactions are interlinked. To be inerlinked, there must be joint determination of terms of contracts and
they are likely to be different [rom terms of contract il these were entered into independently. Thus, it is

vasenbially a single transaction or contract covering Lwo or maore markets,

With this understanding, sharceropping itsell is the most obvious and important form ol interhinked
contract in land, labour and credit.  Land and labour are obviously two important components ol
sharceropping contract.  The clement ol credit enters the contract as there is a time gap of 4-5 momhs
between input application and realization ol owtput. Thus, implicit credit is involved in the way the mpuat

cosls s shered,

The other clearly interlinked transactions arc “repayment of loan” through a tenancy contract (R1.)
and “usulructuary mortgage” (UM) - where credit and tenancy terms are jointly determined.  (§4.3.2).
Incidence of such contracts is low in Palanpur (Table 4.2).  Apart from these necessarily interlinked
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contracts, the evidence from Palanpur suggests that there is little incidence of interlinkage in Palanpur

There is very little tying of transactions in tenancy, labour or credit markets. Inter-seasonal labour
ing is virtually absent in Palanpur, There are no permanent labourers (employed for a season or more)
cither.  There is no tying ol sale ol produce 1o ¢ither tenancy or credit partners. To dircetly assess

possibilities ol interlinked 1enaney transactions, two questions were put Lo (thirteen) tenants:

(1) Do you (tenant) seck eredit trom your landlord? Docs the landlord insist that you obtain credi
only from him? 1s interest rate charged, if such credit is obtained from landlord, the samc or
diffcrent as charged otherwise (i.c. charged by and to non-tenancy pariners)? In other words, are
terms for credit rom tenancy partner influenced by two simullancous contracts - thus making it

cssentially an interlinked transaction?

'S For evidence on low incidence of interlinkage in Palanpur, see Dreze and Mukherjee (1989), Dreve,
Lanjouw and Sharma (1992), Sharma (1989) and Sharma and Dreze (1990).



Allthe respondents said that the aindlord never insists that they obtain credit only from him, They
do not seck credit particularly from the kindlord, however il in need ol eredit, they will seck eredit from
whatever source they deem best.. Many of them had never taken a loan from the landlord,  According to
respodents, the terms ol credit, il it is availed from the landlord, would be same irrespective of the
borrower being a tenant or not. 1t is dillicult to test whether eredit terms for tenancy partners are different
from those Tor others sinee credit from village sources is obtained at different interest rates by different
borrowers from many village lenders. The best interpretation of the respondents answer is that factors other
than tenancy are [ar more important in determining the terms of credit. These factors may include, among
other things, personal characieristics o the lender and the borrower (i.c. their caste, prosperity,

landownership, ability 1o repay and personal relations between the two partics) and purpose of the loan.

(2) Does vour landlord require you to work on his liclds or otherwise work for him? Does he insist
that he has the lirst right 1o your hired labour? I 5o, do you have to work - (a) without wages
(hegar): or () pand it the markel wage rate; or (€) paid at lower than market wage rate but not as

begar?

Twelve ol the thirteen respondents said that they don’t have to work for their Lindlords and there
s no guestion ol Iree labour or being paid other than at market wage rate even they are employed by the
ndlord. Only one respondent said that his landlord doces ask [or some free labour at times. Tying of

lenancy and labour transactions is wrong description in this latter case (sec below).

These 13 respondents are Irom six dillerent castes. The lone respondent responding *yes’ 1o the
guestion abuove is o Thakor the only caste e Palanpur whose members are not allowed, by custom, to do any
wage labour. The landlord. also a Thakur. is an old man of 80 yeirs. There is no other adult male i the
houschold, The tenant and Lindlord have good personal relations, Given the circumstances ol the landlord
houschold, the tenant Teels o moral obligation 1o help his landlord in small wayvs. And since there is no
question of the tenant (being o Thakur) working lor wages, such work is done Iree. To clucidate the nature

of labour services rendered Iree by the enant, his response is reproduced below in Tull:

“Landlord doces ask for free labour at times for small tid-bits but he docs not ask for "regular’ labour
seg sowang ol Todder (harseenr, a green todder crop) in the landlord’s small plot involving a few hours
labowr. O he may ask me 1o bring Pevar (dry sugarcane leaves) from liclds o his home. But there is no

queshion of wage labour”,

This scetion is concluded with details of two cases where imterlinked nature of transactions 1s

ranspare nt.



112

(1) The only case of interlinked Eabour and tenaney transaction is that of houschold 304 cultivating
2 bighas jointly owned by Tour houscholds, The plot was planted with young mango plants in recent past.
In return for being allowed (o grow crops in this land, the tenant is required 1o tend to this young mango
garden, and proteet it against damage. Thus, the rent is in terms of labour services required ol the tenant,

The contract is tll the plants are sulficiently grown not to require special care,

(2) There is informal tying of labour ol Pooran (houschold 206) to Kewal (houschold 217). Kewal -
movides credit to Pooran who works almost exclusively for Kewal. The wages are paid at the market wage
rale. This is the only case of obvious interlinkage of credit and labour. [nterlinkage occurs in quantity terms
and not in the contractual choice, since the terms of contract between the two partners are 1dentical with
those for the rest of the village.  Interlinkage results in informal quantity restrictions on supply of labour by

the borrower and influences the quality ol labour supplied.

%8 Concluding Comments

First, it was noted that the market for land (ransactions is inactive. This implics that land ownership
pattern can be taken as given. Unequal land ownership pattern leads to mismatch of land and ownership
ol wther resources - i particolar against amily labour resources, The only way adjustment in land o be

cultivated can be brought about 1s throngh tenancy.

Markets, by and large, operate independently and markets are not interlocked in any essential way.
For almost all factor inputs, the cquilibrium is achieved neither by flexible prices responding 1o demand-
supply conditions nor is it characterized by interlocking factors markets. In these conditions rationing 1s
incvitable outcome. In slack scason, the supplicrs are rationed whereas in the peak season there is rationing
on the demand side or clse the buyers have 1o wait Tor long periods. This is crucial for most agricultural
inputs as loss due o lack of timely application of such an input {c.g. irrigation, ploughing) 1s in general
considerable. Thus, ownership of a particular asset has important implication lor its accessibility 1o the user.
This puts a premium on ownership of a resource lor a cultivator having obvious implications for the markct

lor tenangy.



Chapter 1)
ON THE CONTRACTUAL TERMS OF FACTOR TRANSACTIONS! :

1.1 Introdoction:

"Market Rates” or pricing practices take specific forms in different segments of rural markets. Are
prices competitively determined or are these monopoly prices at which factor inputs and services are traded?
How these respond to variations in supply and demand conditions? Are prices of at least some of these

determined by institutional factors - cconomic or extra-cconomic? These are some ol the questions discussed

in this chapter,

1,2 Pricing Practices:

In cach marketl some transactions take place at ‘going price’ or 'ruling price’. Thus it is possible to ask
questions like - what is the wage rate or the rate of interest tor private ercdit or irrigation charges or charges
lor ploughing per unit arca, and expect to get an unambiguous answer. In the short run, these nominal

4 . " o a . >
prices are steady with respeet Lo transient conditions including those of supply and demand®,

For example, consider daily wage rate in the village labour market. There are imbalances in supply
and demand of labour - in particular in the lean period - but wage rate does not adjust Lo restore equilibrium
of supply and demand. Thus, mean employment per day was 32 persons in the peak scason and only 6.5
persons in the slack scason. Involuntary unemployment is wide spread among labourers in the slack season,

giving rise to excess supply of labour. But wage rate docs nol move downwards.

However, when large and persistent imbalances in supply and demand reeur, the ruling price {wage rate)

i likely 10 change.  There will he a transition period, during which, hiring ol labour takes place at several
(transient) rates. Then the wage rate settles down at the new ruling price level.  This could happen upon
adoption of a new technology which may change both demand for labour and returns from agriculture - both
changes, being ol long term natore, influence the ruling price. 1 could also happen because ol persistent
high inllation. Thus, the going wage rate or ruling price in labour market responds to long term imbalances
in demand and supply, profitability ol venture where they are employed and intlation, but not to short term

imbalances.

' This chapter owes much to countless discussions with Jean Dreze. His dircet and indircet contribution
(o the ideas included here is gratefully acknowledged. It also partly draws on the discussion of "negotiable”
and "non-negotiable” contracts in the context of labour market in Dreze and Mukherjee (1989).

-.. + L * L - - L] " R - L] -
2 Of course. real prices vary according 1o changes in the rate of inflation (Tor credit) and changes in the
price-level {(Tor all others market rates).
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There are other Torms of contracts, in which going rate concepl does not apply and terms of contract
arc not rigid. The "picee rate” (for task specilic labour) has no such going rate and varies a great deal from
contract o contract, even for the same type of work. The clfective wage rate for such contracts varics across
labourers, depending on their skills and clTort capacity as well as their bargaining power, It also varies from
scason (o scason. This type of contract is far more responsive to imbalances in supply and demand. In the
slack scason, the mean daily earning for picce rate contracts is much lower than the daily wage rate, whercas
the difference between the two is not statistically significant during the peak season.  Also, the mean daily

carning lor picee rate contractls is much higher in the peak scason compared to the same in the slack scason.

Thus, the contract terms Tor task specific contracts are Hexible and responsive to demand-supply
conditions. This also provides a “cushion’ in slack scason to the daily wage labour market which shows
particularly downwards rigidity. The existence of picee rate contracts makes overall mcean wage rate
(eltective dailv mean wage payment for both task specilic and daily wage work) responsive to demand and
supply conditions in the short run also. The mean wage rate Tor all labour is signilicantly higher in the peak

period than the same in the slack period.

The ‘goimg rale’ of interest i eredit market appears o be more flexible for cash loans than for lending
in kind. For lending in grains, the rate of inlerest is lixed at 50 per cent in kind, irrespective of identity of
the lender or the borrower. Rate ol interest on cash loans rellects (1) opportunity cost of capital, (1) nisk
premium (delault), (i) monopoly premium, and (iv) subjective costs of lending/borrowing (Chapter ).
Thus. the modal rate ol interest (for a lender) may vary from lender to lender. A lender may charge
differemt interest rates (o dillerent borrowers depending on the relative bargaining power, porsonal

relationship, purpose of loan cie,

Next the pricing practices or rules Tor hiving ol services - mainly ploughing, transport, irvigation and
threshing - arce considered. For all these serviees a lixed uniform rate applies at all times and irrespective
of partics mvaolved in the transaction,  For irrigation by diescel pumping set, the uniform hire rate 15 Rs. 10
per hour: for Persian Wheel it is Rs, 3 per bigha of Eind irrigated; for the tubewell the rate is Rs. 7 per hour:
and tor the tractor when hired out for irrigation, the rate is Rs. 12 per hour - irrespective of the identity of
purchascr of irrigation, For hired ploughing by bullocks the rate is Rs. 4 per bigha per ploughing. Transport
ol s cane s charped at Rs, 2 per gquintal, For all other transport the payment is negotiated between the

partics, The threshing charges are 8% ol threshed grain.

The pricing rule for these services appears Lo be a mark up over average cost to the resource owners.
For the owners of these resources (except for threshing machines) the hiring out of these services s of
weondary importance. 1 is rarcly the case that these resources are acquired to exploit market opportunitics

b hivioge them ot Bven in the slack scason hiving, changes, which are much above marginal cost (o
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running cost), do not come down,  The supplicrs arc rationed, They can not sell their services to the full

capacily.

Lastly, the tenancy contracts are considered. The basie structure of share contracls remains invarian
across lessor and lessee houscholds. For a given type of share contract, the sharing rules for costs and the
uulpul.uru fixed and uniform. These do not vary from scason to season or person Lo person. On the other
hand. there are no standard rates for non-share tenancy contracts. These later tenancy contracts - whether
long-term or short-term (one year); whether the rent is paid in cash or in kind - are negotiated for cach dcal.

The unit rent may vary [rom one rented plot 1o another.

1LY "Negotinble" and 'NHII-IIEgI}HHhTE"H Contracts:

The contracts can be classificd into these two broad categories.  In cach market (labour, tenancy,
aredit market ete)) the pricing rule is different in these two spheres ol negotiable and non-negohiable
contracts. Prices or "'market rates” respond to short term changes in supply and demand, quality ol traded
ohject and individual characteristics (in particular their bargaining powers) for negotiable contract segmoent

of the market. Prices remain impersonal and rigid in non-ncgotiable contracis.

For cach market, the negotiable and the non-negotiable contracts are summarised in Table 10.1. The
lerms of contracl or ‘prices’ in non-negotiable contracts do not respond to short run supply and demand
imbalances. whercas negotiable contracts do. In cach of these markets non-negotiable contracts form the
bulk of transactions. The negotiable contracts can be scen as a ‘cushion’ available for at least partially
restoring imbalances, when the “strain® on the markel 1o vperalc only through non-negotiable contracls is
too large or when the non-negotiable contract becomes impractical. For example for a cultivator in need
ol cash, only cash rent contract can mecl his need since such rent is paid in advance, and not a sharce
comtract. So he leases-oul land on cash rent, cven though rents are low, if other means of meeting his cash

weeds are cither closed (nobody willing to lend moncey) to him or not desirable according to him.

1041 Emergence of Negotiable Contracts:

Negatiable contracts cmerge when incentives Tor contract specific terms are strong. 11 a picee ul Tand
is of very low inherent fertility, leasing out on sharccropping may be impossible but there may be pussibility
of leasing out al a low cash rent. Another example, if a plot has very poor wheal crop, getting harvest labour
A the stindard wage rate (it is 3% of the produce for harvesting) may be impossible and a non standard
wage contract may be necessary. 1t follows that the terms of contract vary according to specific nalure of

Lask for the same Tarm operation (e.g weeding, digging) where uniform terms can not apply. Thus for a

Y Phis terminology to deseribe Tunctioning ol Lactor markets is due to Jean Dreze and has been carlier
wed 1o understand certain characteristies of labour market in Dreze and Mukherjee (1989).



15

Table 10.1: Negotiable and Non-negotiable (Standard) Contracts

Markel Negotiable contracts

Non-negotiable contracts

Tenancy Non-share contracts (Cash
rents, Fixed kind rents)

Labour Picce-rate  contracts, Task-
| specilic contracts

Credi (Cash Loans

Services/
Implements hire

Share contracts

Daily wage contracts, Harvest
wage system

Kind Loans

lerigation, Transport,
Ploughing, Threshing

Sowree: Dreze-Mukherjee (1989), Table 10.2

Note; Cash loans are not sirictly in negotiable category. A certain rate of interest (5% per month) 15
nerecived as common standard but deviations from this "norm’ are far Loo many and frequent in
ceedit market (cash loans) than in any other markel,

See test (seetion 10.3) for 'negotiable” and "non-negottable” contracts,
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weeding contract, rales per area vary according 1o mtensity ol weeds and dilliculty of removing, them.

Reasons for rate variation [rom plot to plot are strong,

sceondly, when market imbalances in supply and demand exist, contract specilic negotiable contracts
may be entered into, thus allowing non-standard payment without disturbing the standard, non-negotiable

contract terms. 1t was seen to be the case with labour market in the prﬂw'uus seclion.

Thirdly, the terms of agrcement for negotiable contracts are influenced by bargaining power of the
agents,  This becomes particularly important in the presence of market imbalances. To take an example
from laubour market, certain labourcrs who are in the least demand® at the standard wage, may agree to
work at lower clfective wage rate through a picce rate contract. This way they get lower remuneration due

to their poor hargaining, power. At the same time they do not disturb the standard wage rate.

10,2 Fmergence of Non-negotiable Contracts:
For non-negotiable contracts 1o emerge and prevail, it must be possible to ensure a minimum uniform
sgandard. Thus for contracts to be unilorm and impersonal, inter personal comparison should be possible.

Also, the transactions must occur with sullicient Irequency so that a common standard is seen o operate.

One reason Tor emergence of non-negotiable or “standard’ conlracts in a small, isolated economy, as in
Palanpur, is reduction in transaction costs and enlorecability of contracts. Anything that cmerges as o ‘norm’
is less open o arguments and becomes aceepted and respected in the village as such. The possibility of
cheating or violation of terms is reduced when the standard terms are known o and accepted by all.
Deviating Irom the morm’ or the "standard’, will amount to "unfair’ practice. Prevalence and insistence on

sandard terms may help o mask 10 a limited extent one’s actual resource position and bargaining power.

Lastly. 1he existence of a norm or standard helps in reducing frictions between partners. This E
mapen i village society where everybady is known to everybody and Trequent recurrence ol Friction is
likely to add up 1o bigger conllicts and social tensions.  Existence of standard lerms of contracts reduces
generation of such conflicts and friction sinee a "menu’ of contracts is available on a leave it or take it basis.
Resolution of or mediation in subsequent conflicts that may still arise, is also made easy, due lu.klluwn?

slandard” or ‘'norm’ for a contract.

0.4 Scope for Flexibility in "Non-negotiable” Contracts:
Il might appear that “non-negotiable’ or standard contracts are rigid with respect Lo terms ol contracts

applicable between any two partners. Though this is substantially true, there is certain amount of fexibnlity

Ui the slack season, when the emplovers can exercise greater [reedom 1o choose the labourers, labour

demand tends 1o become labourer-specilic.




17

built into "non-negotiable’ contracts which allows certain variations according to inter-personal charactenstcs,
These contracts - henceforth called 'standard’ contracts - may be meaningfully viewed to have a 'non-

negotiable’ base or ‘core’ and negotiable or Texible ‘fringes’.

Daily wage contracts have standard wages. In Palanpur (1983-4), the daily wage earners could be paid
cither Rupees 6+one meal or Rupees 7 for o day. But whether it is to be ’Rs. 7' or ’Rs. 6+one meal’ is
partially open (o negotiations. In specific cases a labourer may be provided ’biris’ to smoke. In these

comtracts Hexibility is only marginal,

This type of Nexibility in "standard’ contracts is more marked in share tenancy contracts. The “core” of
the contraet consists of sharing rules for output and inputs, These are standard and well known to all
villagers, Thus in a “hatai” contract output and some inputs - lertilizer, irrigation and seed cost of certam

crops like sugarcane and potato are shared cqually between the tenant and the lindowner.

Organic manure is normally supplicd by the tenant at a specific rate (one bullock cart per bigha) for
share contracts of one year duration or more. This rule is not strictly applicd and is partially ncgotiable.

Labour input comes from the tenant - family or hired - and is non-negotiable.

All other aspeets in a harai” contract are subjeet to negotiations, Which crops are to be grown and crop
rotation over the year (normal contract period) is negotiated between the tenant and the landowner. The
labour intensity is not part of the contract and is a variable in the control of the tenant. Yet the landowner
keeps pressure on the tenant Tor “desirable’ level (in the landowner’s pereeption) of labour input. As the
Lindowners live in the same village, discussion on progress of cultivation (including labour application) is an

on going, process throughout the contract period.

How much ol shared inputs are o be applied, frequency of their application and Uming are open to
discussion. The rule that shared inputs must be paid Tor by both the partners at the time they are apphed
o the crop is not strictly followed.  Thus implicit credit involved, ie. mode of cost-sharing (Chapter 4) 18
negotiable. This varics across the contracts according to personal characteristics of lease partners and their
relations.  This allows Mexibility in input application with varying resource constraints of tenants and

lindowners from contract to contracl.

Thus Mexible clements ol a standard contracl arc important in smooth functioning ol these contracts.
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10.5 Re-negotiation of Standard Contracts:
- Itis obvious that existence of negotiable contracts and flexible clements of standard contracls help to
perpetuate these rates or terms of contract in the face of short run market imbalances. With long run

changes 1 these imbalances, change of these rales or re-negotiation for new rates (o emerge is inevitable.

For some contracts, like sharc tenancy contracts, changes are slow due to 4 degree of inherent flexibility.
In-these contracts changes are likely w oceur in reorganization of inflexible "core’ elements and flexible
Tringe” clements of these contracts. In cases of acute pressure there may be deviation [rom standard terms
even in the “core”. One such case was found in the ncighbouring village, Akroli, where the Headman of the
village leased-out a plot of land on sharecropping without sharing in any inpul costs, When such deviations
Irom norm become Irequent - indicating more permanent market imbalances and not just scasonal
imbalanees - the new rates or terms of contracts are likely o emerge after a transicnt period when no ‘norm’

or standard” prevals,

Thus one observes long term adjustment to market imbalances and other economic variables, like
inflation or rate of inflation, with short term rigiditics in market rates or terms of contracts. Standard
contracts are - particularly important in a small rural socicty depending largely on oral contracts.
Sandardization of contracts is helpful in cutting down transactions costs - in particular cosls of contract
enlorcement: and also in reducing number and intensity of disputes. Although negotiable contracts are
helplul in- reducing dis-cquilibrium of supply and demand in these rural markets, quantity rationing is an
incsitable result of non-negotiable contract rates in cach of rural market (tenancy, labour, credit or services

ol other lactor inputs).



Chapter 11
TENANCY, PRODUCTIVITY AND IMSTRIBUTHIN

11.1. Productivity, Input Use and Efficiency of Sharecropping:

There has been an ongomng debate on “clliciency” ol shurucmppingt The idea that sharecropping
induces disincentlives Lo investment dates back to Adam Smith. Marshall was perhaps the [irst to present it
more formally and show that sharceropping induces dis-incentives leading to inelTicient use of current inpuls
(abour). Te also gave conditions under which resource use intensity on sharcecropped land will be no

dillerent from that on fixed rent lease. But a more vigorous debate on this issue started after Cheung's

contribution [Cheung (1968, 190%a)).

The debate has been mastly conlined 1o the guestion whether share 1enancy entails incthicient use
ol tesowrees. T so, what are instroments available that can overcome this inclliciency?  Indecd, with these
additional instruments, sharceropping in some maodels attains the same outcome as that achiceved by non-

share contracts (cultivation with wage laibour or lixed rent leases), whercas in some models 1t can not.

Share-cropping should be asscssed in the prevailing conditions in the markets for factor inputs, and
comparcd with alternate systems ol cultivation jor the village (cconomy) as a whole. 1L is nol correct Lo Lake
a picee ol land and then compare outcomes if it is cullivated under alternative tenurial arrangements. The
relevant question is whether this plot will be cultivated at all, il choice ol tenure arrangements is Festricled

W any one of various alternative tenurial arrangements.,

If share-cropping is prohibited and choice is limited to self cultivation with the help of wage labour
(f required), then intensity and extent (in area) of cultivation will almost certainly go down. Those with

spportunitics ¢lsewhere (c.g. having outside employment) and those wilh no [amily labour resources

b See Bardhan and Srinivasan (1971), Bell (1977a.b), Bell and Braverman (1980), Bell and Zusman
(1979), Bliss and Stern (1982), Caballero (1983), Cheung (1908, 1909a), Curric (1981), Eswaran and Kotwal
(1983h), Georgescu-Rocgen (1960), Hossain (1977), Hsiao (1975), Jaynes (1982). Johnson (1950), Liplton
(19833, Marshall (1956), Martinez-Alicr { 1983), Morooka and Havami (1989), Nabi (1986), Newbery (1974),
Ouibria and Rashid (1984). Rao (1971). Rao (1988), Reid (1976), Sen (1906, 1975), Sen (1981), Shaban
(IUS5), Srivastava (198940), Stiglite (1974), Tashm ( 1989) among many on theorctical debate and discussion
ul ellicicney ol sharcoropping. Some relevant cmpirical studies on this question are: Bell ( 1977h), Bharadwa)
(1974), Bhaumik (1991), Bhuivan and Nandal (1987), Bliss and Stern (1982), Bray and Robertson (1980),
Chakravarty and Rudra (1973), Chandra (1974), Chattopadhyaya (19749), Cheung ( 19649), Dantwala and Shah
(1971}, Dwivedi and Rudra ( 1973), Hossain (1977), Huang (1975), Islam and Bancrjec (1987), Jabbar (1977),
Tannuz and Peach (1920), Khandker o al (1987), Morooka and Hayami (1989), Nabi (1986), Pant (1981),
Rao (1971), Rao (1988), Reddy (1985), Ruttan (1960), Sau (1971), Scn (1981), Tripathy (1985), Vyas (1970),
Zaman (1973). A large numbcer of these empirical studics concern themselves with dillerences in productivity
and occasionally with input use intensity on owner cultivated and share cropped land - an issue related to,
vet distinet Trom clhciency.
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(honscholds wathowt it adult male) wall incereasingly leave their lands uncultivated®. This is the expecied
outcome in the light of discussion on labour (Chapter 7). Even with supervision, "hired’ labour 1s lar morg
costly than Tamily’ labour, But when there is absence ol even these supervision resources available 1o such
houscholds, the costs of hiring labour (per unit of ¢ffort) will be prohibitively high, Those, now leasing-out
part ol their land on share-cropping and scll-cultivating the rest, will, if tenancy were effectively prohibited,
apply labour more thinly on all their owned land - again due to costly *hired’ labour. On the other hand
abour resources ol erstwhile lessees will be used more intensively on their own (now much smallcr)
cultivation holdings. Serious mis-allocation of resources is likely to result if share-cropping is banished in

favour of wage labour,

I the changeover is from sharceropping to fixed rent lcases, still similar remarks apply, given the
rigiditics in the capital market?. Not many crstwhile lessees have enough capital resources to pay the lixed
cash rent and to invest also?. Thus, the extent ol lcasing will drastically go down, again resulting in a scrivus
mis-allocation of resources. I capital markets (credit, insurance cte.) lunctioned betier, these problems may
not arise and lixed renl contracts may perform better. But then sharecropping is a response 1o precisely these

conditions of markets and must be evaluated as such.

A distinet but related issue is that of inpul use intensity and output per unit area on sharecropped and
other cultivated land®. IT one assumes that value ol a unit of a particular inpul is same for the socicty
tvillage in this case) irrespective of from which source or houschold it comes, then by any criterion of
cllicieney these inputs should be combined in the same proportion on all parts of village land and produce
wime vutput Tor cach unit of input or land. Under this assumption, equality ol input use intensity and
productivity on sharceropped and other cultivated land will also imply efficiency of resource usc lor the

-
sugiety,

2 1t can also lead Lo a regressive re-distribution of land by sale, which will also lead to deprivation of (and
mercase 1 the size o) the landless class morural arcas,

Y Due o capital constraints faced by the farmers in the “j_',l.“ of poor incomes, low savings, rigid and
uperfectly tunciionimg, credil market and absence ol o market lor insurance (see Chapter 8).

¥ Fixed kind rent arrangements face a serious problem of default as payment is made al the end ol
contract period. and arc avoided by the lessors.

Other cultivated (i.c. non-sharecropped) land includes: (a) land owned and operated by Lthe owner
himsell and (1) land leased-in on fixed-rent (kind or cash) terms.

O conrse, it has been discussed carlicr that homogencity of labour or capital or land do not hold in
reality, The moot point is whether they should be valued dilferently Irom the perspective t:rl"xuciuly an
whale - irrespective of subjective values placed by dilferent individuals. There can nol be any d_:ﬁp'_tllt.: aboul
helerogeneity of Tand even Trom this perspective. But il i is randomly (or [‘.lru[:lnrl!?n‘ﬂlct}"]' dll’-lflhlllﬂd on
Jdrecropped and other eultivated Tand. then the above proposition should hold: L‘.H:!c:unl use ol resources
tor the society implies cqual input /output ratios for sharccropped land and other cultivated land as a whole.
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There s conflicting evidence on productivity and input intensity differences on sharecropped and
other coltivated land as well as on "cllicieney” of sharceropping on marginal productivity criteria. The scholars
who report that the lessee Tarms are less productive than owner operated farms, include: Bell (1977h),
Bharadway (1974), Bhaumik (1991), Bhuivan and Nandal (1987), Chattopadhyaya (1979), Hossain {1Y77),
Islam and Banerjee (1987), Jabbar (1977), and Tripathy (1985). And those who find that sharecropped [arms
arc as productive as (or occasionally more productive than) owner cultivated farms include: Bray and
Robertson ( 1980), Chakravarty and Rudra (1973), Chandra (1974), Dwivedi and Rudra (1973), Huang ( 1V73),
Khandker et ol (1987), Morooka and Havami (1989), Nabi (1986), Pant (1981), Rao (1971), Reddy ( 1985),
Ruttan { 1966), Sau (1971), Vvas (1970), and Zaman (1Y73). Sen (1981) reviewing a number ol cmpirical
studics, linds a mis-allocation ol resources on sharccropped land. Srivastava (1989a) in a study of three
villages from ULP. linds mixed responses. For most cases (input use intensity for different inputs, on dilferent
classes of Tarms for these three villages) he linds that there is no statistically significant difference between
sharccropped and owner cullivated land. However, such differences are found to be significant for o lew
cases and, in these few cases, share-cropped land is less inlensively cultivaled. Bliss and Stern (1982) lind
that tenanted plots are as intensively (and, for some inputs, more intensively) cultivated as owner cultivated
plots. For their sample of wheat plots they lind a weak support lor so called Marshalhan inefficiency. Thus
it is seen that the findings show dilferent results from dillerent arcas and are likely to be a funclion ol socio-

cconomic conditions varying lrom one place to another.

The rest of this section is concerned with a statistical and pictorial analysis of productivity and input
use intensity on land under dillerent tenure classes for Palanpur’. Table 11,1 gives yicld per bigha of major
crops according Lo easte and operational holding classes. Distribution functions lfor per bigha input usc and
output have been constructed for plots held under different tenure types.  For cach plot variable costs
incurrcd were computed under three cost r;um:n.:[ﬂ.-.H. A point on the distribution Tunction for productivity
shows pereent cumulative arca on all plots reporting a given yicld or less. Likewise lor the distribution

[unctions Tor mput usce intensily.

No analysis bascd on production functions or prolit function (Sce Lau and Yotopolous: IU_?] t:ur use
of profit Tunctions Tor tests ol economie clficieney) is carricd out because of data problems on capital imputs.
such analysis is rarcly reported in the literature. Moreover significance of marginal product criteria oy
clhicieney in presence ol uncertainty is doubtiull In Lact, Tripathy( 1985), using estimated production lunction,
computes marginal product ol Tactor inputs Tor tenanted and owner cultivated land and cnr]f.:lmlc.:.u thit
JDarceropping involves production inelficieney. This conclusion is based on his linding that marginal product
ol Tabour and other inputs on owner cultivated land is higher than that on sharecropped land. The conclusion
iv obviously wrong since his finding does not convey anything one way or other. Moreover so called
Marshallian inclficicney of sharceropping will lead us to expeet fower marginal product of (non-shared) inputs
on owner cultivated land than that on sharceropped land under assumption of diminishing marginal product
ul inputs considered.

5 These cosl concepls are explained in notes to Tables 11.2 1o 11.5. COSTI includes all variable costs

including hired labour,
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E_ I I W N H----——-____------"—___—-—"_‘-“--—"__——_‘----‘-_-_--———————

cane

Wheat Paddy Sugar- Potato Bajra Jowar B.Mix J.Mix

EEp——— ¥ K N & =R _§E__J] O i — ------"——__‘----—————*“----------_—-——-'d‘-m-

A. By Operational Holding Class of the Cultivator:

Op. Holding

class

0 - 5 126 70 562 913 67 = 31 =

5 - 15 89 123 831 750 40 34 46 79

15 - 30 101" 115 1229 400 57 84 45 80

j0 - 50 106 132 1328 693 49 65 49 76
Above 50 158 162 1505 1358 55 77 68 101
B. By Caste of the Cultivator:
Caste
Thakur 109 140 1204 567 59 55 48 99
Murao 111 151 1359 g22 62 92 53 91
Dhimar 97 109 1782 912 42 56 10 58
Gadaria 105 117 1490 400 65 106 67 39
Dhob 84 134 1261 - 33 - 69 24
Tell 113 171 691 547 41 35 57 113
Passi 94 65 1500 - 35 96 36 =
Jatab 86 8% 748 639 31 28 31 39
Others NA - - - - - - -
Yield per unit area for the Village
in units of
Kgs/bigha 106" 134 1307 773 51 63 51 84
Kgs/acre 675" 858 8370 4947 324 403 328 535
Kgs/Hectre 1627 2067 20170 11923 781 973 791 1289

*

means no area under that crop.

Excludes

17 Bigha, of

reported (by Household 903)

J.Mix means mixed crop
B.Mix means mixed crop

wheat where yields were not

where Jowar is the main crop.
where Bajra is the main crop.
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igure T gives distributzon function for vields (i.c. revenue per onit arca) obtained Tor Rabi season®,
Figures 11.2 to 106 show distribution funetions respectively fors - Fertilizer cost per unil area (FERT
COST/AREAY Drogation cost per unit area (IRR, COST/AREAY:  Hired Labour Cost per unit arca
(LAB.COST/AREA Y Allvartable costs per ot area (COSTIT/AREA) and Revenue per unit viriable costs |
(REVENUE/CONT D, Distribution lunctions Lor ratios involving COST2 and COSTY were almost identical

W thase involving COSTE and have nol been presented here,

I can be readily noticed that distribution functions for all variables show that they are remarkably
close far land under ditferent tenwre Ivpes, and in particular these Nunctions are very close Tor sharecropped
sl evvner cultivated plots, Thus, distribution ol inputs and outpuls per unit arca {and also outpul-inpul

ratio) is distributed very similiaely tor Lind wnder dilferenl tenure types.

Stahistical tests hive heen canried ont o 1est hypothesis that the input and ourpun per unit area and
antpul mput atios e cgual on kind belonging to two dillerent ienure types. In cach case Nuld |lypothesis

aned Ateomative Hhoporhicsrs s

where L denote two tenure Ivpes {eg, owner cultivation, lixed-rent lease or sharc-cropping) and
NP IS or orpE GO G ) o il aeesit or oulput inpul ralio, as the cise may e, Peest and

R . - I
leat have heon used For testing: varianee and mean respectively!™.

—— L R

"1 comstructing e disteibsution functions, all cultivited plots are aken o consideration Trespeclive
ol the crop gronvn onca plot exeept for the plors growing Todder and perennial crops which are excluded due
o vdmation problems), Fhos these resulis incorparate effeer of choice of crops on wenanted and owner
anftivated plots. Crop specitic smalvsis tor wheat was also undertaken. Ristribution tunctions Tor wheat are
alwest adentical to those reponted hore and for this reason are not reported here, All variables are in value

ferms {rupees ) oxcepl arca which s in highas,

I . . . . . ] ]
"UNee Bliss-Sternp 1982 tor simifar wests on 197425 data, Let A 1= LGN o ?."’l" 1= LNy he
vartables with means my and s and varimees Voand WV, orespectively. Then,

GO I fen vananeos wre assinned do be egiead . we caleulate, 1-sutistiv, as

b tmpma) AW wath Ny e Ny = 2 degrees o freedom, where,

| I tN, ||||I‘ l 1H3I-|1|_1.,'|1 .
W (=t =1 — ) |
Ny,ON, Np b Ny -2 '

by M resr verererrices aee en capreaed, then, Gstatishic

I TP m.:/ﬁ-l[\ I N N
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F-omily Tanbonn use dara wis anvanlable for sample househalds only and i was reasonably accorate and
complete Tor whoeat crap. Results of vaess reported in Chapter 7 show that 1he dilferenee in ose of lamily

Libaur per bigha on shavecropped land and the sanre on owner operated laind was not statistically significant.

Tables TE2 1o TEA present results of these tests for input and outpot intensities for Rabi 1983-84
season. InoTable 102 are resulis of statistical testing when each plot irrespective ol who is the cultivator
comtributes one observation: T is assoamicd that variables e randomly and independently distributed, Since
this gives o Linge number ol observations (ol the order of 100 1o 23, these assumpions are likely 1w hold
vnless there s o svstematic hins for all shaeeropped Land (60 come from gand stock {or bad stock). The
varnees are not abways cqual. Significant diflerence in variance is abserved lor labour use (bulween owner-

culbvated and shinceropped Lind),

The chillerence m means, when shorceropped Limd s compared with Lind under other tenure, is ool
satistically signilicant Tor any of input or outpul variables, The only significant difference in means is shown
lor output-input ratios (REVENUBE/COSTH between land rented-in il Tixed remt and other lwnure Lypes.
Output-mput ratio oS smaller on fixed remt leased land compared to hoth sharceropped Lind and owner

operaded kina''

Table TE3 presents result ol 1est at houschold level, Each house hold cultivaling some Liind under
apartienba tenmee Bvpe contcibites one nbacivation o the viniahle of that e e AUEIES inw-.;n:rti;.fu ol that
howschold cultnvating aoy Lind on other tenure 1ype o nol. Nof even in o sagfe cave, the difference in the
e e i refovant variahibe for faoied cndftivated wodder e fennre IVpes B0 a0 peiise festiag (5 fineidd 1o be

vatisticerddv seenifreens,

o the resalis presented o Fable 1TEA o household contributes an observitliom 16 21 e nure type, i,
ihand anly il that howsehald cultivates some land under tenure type i but no land under (enore type |, {(that

i being compared with renwre tvpes i) This means that the twa sets ol observitions Tor tenure lypes i and

—rwrms J—

under the assamption that pepulation means are equal. e, R-R2 = 00 with degrees ol recdom (DF) as
computyel b lon:

I 21- e .
I""|f-Nr}" {"i.'_-_.,.-’H:]"

P (I

(hec Chaprer S0 TH Dhson and Myssey, e, ¢ 1504y,

"UUhis cesull needs 1o b interpreted wath caution, ag number of obscrvations Tor fixed rented land s

sl Qoadis o Lind an fised-rent may be poor, sinee much ol it is leased-in from poor Emdowners.
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Table 11.2: Comparison of Input and Output Intensities

Plotwise Comparison

——————_—_—_““H-——————————.——_—*“'-.-—._.-_-—-—_—_—_*——-_u_—_—_—-—-

Variance __Mean Mean 1is
Variable NUM DEN DF F-value DF |t| wvaluehigher on
1 2 3 4 5 6 7 8

S A S S — ————————————— i S S WS W W W . S S W S SN S S S S S S —— S

A. Comparing Sharecropped

Cl/A
FE/A
IR/A
LAB/A
REV /A
REV/C1

SH
oC
SH
SH
oC
OC

ocC
SH

OC
ocC

SH
SH

123,255
255,123
123,255
123,255
255,123
255,122

1.87""
1.03
1.04
7.60""
2.00"

7.38""

191
378
378
140
331
361

1.25

0.19
1.43
0.84
0.23
0.82

(SH) and Owner cultivated (0C) land.

Comparing Sharecropped (SH) and Fixed rented (FR) land.

Cl/A

FE/A

IR/A
LAB/A
REV/A
REV/C1

SH
SH
FR
SH

SH
SH

FR
FR
SH
FR

FR
FR

123,31
123,31
31,123
123,31
123,31
123,30

1.70
1.20
1.22
5.05""

2.227
9.75""

154
154
154
119

74
147

0.20
0.46
0.21
0.07
0.50
2.19"

SH

Comparing Owner cultivated (OC) and Fixed rented (FR) land.

C1/A
FE/A
IR/A

LAB/A

REV/A

REV/C1

FR
QcC
FR
FR
OC
oC

oC
FR
OC
oC
FR
FR

31,255
255,31
31,255
31,255
255,31
255,30

1.10
1.24
1.17
1.50
4,44““
71.96"

286
286
286
286

75
286

0.64
0.36
0.60
1.00
0.31
2.19"

oC

D. Comparing Share-cropped (SH) and non-sharecropped (NS) land.

Cl/A SH NS 123,287 1.86"" 184 1.17
FE/A NS SH 287,123 1.01 410 0D.27
IR/A SH NS 123,287 1.02 410 1.34
LAB/A SH NS 123,287 7.21"" 140 0.75
REV /A NS SH 287,123 1.82"" 313 0.28
REV/C1 NS SH 286,122 6.60"" 407 D.65
Note: Please see notes to Tables 11.2 to 11.5 at the end

of Table 11.5.
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Table 11.3: Comparison of Input and Output Intensities on the
Basis of Household when all cCultivateors are

Eligible to Contribute an Observation

TR OTRE NN WD MR D MR S SR SR ES e e e e e T T T TEE EEm B B B M MR SR Sl S S S e e e e e mm S EE S S RER G SRS e e e W TEEE N T M S . A EE e

Variance __Mean Mean is

variable NUM DEN 'DF  F-value DF |t| valuehigher on

; & : ; T o 5

EEE L S AOmamsS S s Tm e TR T T mmm D —m . R SR G e ey e W M T W S S S e e N WSS EEN S W EEE EE T EEm S WP SEE el S S e

A. Comparing Sharecropped (SH) and Owner cultivated (oC) land.

D. Comparing Share-cropped (SH} and non-sharecropped (NS)

Cl/A SH QcC 45,74 1.51 119 0.26
FE/A OC SH 74,45 1.40 119 1.00
1R/ A ocC SH 74,45 1.77 117 0.06
LAB/A “H QC 4%, 74 3.167 65 0.75
REV/A SH oC 45,74 8.05 " 54 0.74
REV/C] SH o 45,74 3.07 65 0.50

Comparing Sharecropped (SH) and Fixed

C1/A
FE/A
IR/A
LAB/A
REV /A

REV/C

SH
FR
FR
SH
SH

$iH

iR
SH
SH
FR
FR
I}

45,16
16,45
16,45
45,16
45,16
I.-'lijr 'rli:ll

1.08
1.63
1.45
1.95

3.05"

1.59

rented (FR)

61
61
61
61
53

i {J

0.83
(.08
0.60
0.72
0.85

(), 83

Comparing Owher cultivated (0C) and Fixed rented

CL/A
FE/A
IR/ A
LAB/ A
REV/A

REV/C1

C1J A
FE/ A
[R/A

LAB/A

REV /A

REV/C

'R
FR
0OC
FR
FR
FR

S
SH
M
SH
SH
SH

ac
QC
R
ocC
OC
ocC

I
RIS
il
N&
NS
NS

16,74
16,74
74,16
16,74
16,74
15,74

45,78
78,45
78,45
45,78
45,78
45,78

1.40
1.17
1.22
1.62

-2 - 6'{1

1.94

1.45
1.35

1.69

3.337
7.80
2.30"

Q0
90
90
90
21
89

123
123
116
63
53

70

0.84
.73
.47
.44
-41
.89

o O C oo

0.35

0.85
0.14

land.

(FR)

land.

land.
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Comparison of TInput and Output Intensities on
Household Basis when Mutually Exclusive Household
Categories Considered

Table 11.4:

——-———*—————-—--v---—————————----l——r—---r——-—-—————————a.—.q...----.—_—_—.——““-‘__

BE. Comparing Sharecropped

Variance Mean Mean is
Variable NUM DEN DF  F-value DF |t| valuehigher on
1 2 ; 4 5 %6 7 8

A. Comparing Sharecropped (SH) and Owner cultivated (0C) land.
Cl/N oC SH 34,5 1.02 39 0.40
FE/A OC SH 34,5 1.16 39 0.30
IR/ A 0OC 5H 34,5 1.52 39 0.22
LAB/A SH ocC 5,34 3.39 7 0.78
RV /A Ml Sl B, 3 S.08 7 1 .24
RV /O] H Sl S, 34 20.68 7 .79

and Fixed rented (FR) land.

LA S FR 33,4 5.22 37 1.31

FE/A FR SH 4,33 1.52 37 1.61

IR/A SH FR 33,4 2.32 37 1.15
LAB/A SH FR 33,4 52.96"" 39 2.54" SH
REV /A SH FR 33,4 7.80 20 1.91
REV/C] FR SH 4,34 2.02 38 0.89

C. Comparing Owner cultivated (0OC) and Fixed rented (FR) land.

A Rk (3" 1,00 1.78 (34 0. 1/

FE /A FIR OC 3,061 1.39 G4 0.59

TR/A 12 QC 3.61 1.12 G4 0. 70

LAB/ A QC FR ~1, 3 19.87"" 19 5.48" OC
REV /A FI QC 3,61 2.066 G4 1.60
REV/CI QC FE 62,3 2.30 G5 2.06" OC

D. Comparing Share-cropped

C1/A NG SH 36,3 1.97 39 0.97
FE/A NS SH 36,3 1.25 39 0.77
IR/ A NS SH 36,3 2.32 39 0.77
LAB/SA &H NS 3,36 4.74° 5 0.75
REV /A SH NS 3,136 3.79" 5 0.85
REV/C1 NS SH 36,3 1.69 39 0.29

(SH) and non-sharecropped (NS) land.

T N N BN S B SEE Si e e i e e e e ——— — — — — i — e g g mpepn g apn S ey pn e i g e EEm T TR B W TET TeT Wer - Er —ESr T SET TS ET NN Er IISr IS EEm TS
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Table 11.5: Comparison of Input and Output Intensities on
Household Basis when only Those cCcultivating on
Lands under both Tenure Types Considered

-————————————-—-—--‘-'I--————————————F‘F_H—---—————_—.——~--h-______—-

| |t| values when testing for difference between
Variable Sharecrop(SH) Sharecrop(SH) Owner cult Sharecrop (SH)

& Owner cult & Fixed rent (OC) & & Other
land (0OC) land (FR) Fixed rent cultivated
land (FR) land (NS)
Cl/A 0.47 (39) 0.06 (11)  0.02 (12) 0.42 (41)
FE/A 1.85 (39) 0.56 (11) 0.10 (12) 1.81 (41)
IR/A 0.50 (39) 0.03 (11) 0.21 (12) 0.27 (41)
LAB/A 1.05 (39) 0.13 (11) 0.14 (12) 1.34 (41)
REV /A 0.25 (39) 0.71 (11) .0.09 (12) 0.44 (41)
REV/C1 0.77 (39) 0.51 (11) 0.48 (12) 0.02 (41)
Note: Figures in the brackets are degrees of freedom for the

computed t-statistic.

Notes on Tables 11.2 to 11.5

—_—

A. Abbreviations used

1. For statistical tests for differences in input and output
intensities for crops grown on land held under different
types of tenures, the following abbreviations are used for
the tenure status of the land concerned:

OC = Cultivator's own land
SH = Leased on Crop S8Sharing basis (Batai or
Chauthai)
FR = Leased on Fixed Rent (independent of output) =
fixed cash (Peshagi, UM, RL), fixed kind rent.
NS = Cultivated land that is not sharecropped i.e.
i1t 1s either owner cultivated or leased-in on
Fixed Rent.
2. Abbreviations for titles in the top row of each table:
NUM = Identification of variable in numerator
DEN = JIdentification of wvariable in denominator
DF = Degrees of freedom
F-value = Value of F-statistic for testing of variances

belng eqgual

|| value - Absolute value of the t-statistic for testing
of means being equal

Mean is

Higher on = When the test concerned shows that null
hypothesis 1is rejected then this column
indicates for which tenure status the relevant
input or output intensity is higher of the two
tenure statuses being tested.
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2. Table 11.3 (Test 2):

The test s on houschold basis, A household contributes an
observation of type ST1 if it cultivates some area held under
tenure status ST1 regardless it cultivates or not any area under
tenure status ST2. Likewise for observations of type ST2. This
test 1ncludes all households under tests 3 or 4, described below.

3. Table 11.4 (Test 3):

Test 18 on household basis. A household contributes an
Observation to ST1 if the relevant crop 1t grows is on land under
status ST1 only and none under ST2. Likewise for observation to
5T2. Thus households under ST1 and ST2 form mutually exclusive
sets. All those households that grow the relevant crop on both
Lypes of land are excluded.

4. Table 11.5 (Test 4):

Test 1s on household hasis. A household contributes an
observation to the test if it grows the relevant crop on some
area of each type of tenure status. t-test is done on difference|
of intensities for each pairwise observation. Necessarily|
households contributing observations to this set of tests are’
complimentary (1n the set of cultivating households) to those in
set of tests reported in Table 11.4 (1.e. Test 3).

C. Notation for Statistically significant differences both for
variance and mean.

* Ho rejected at 5% level
* % Ho rejected at 1% level

where H.: 5t = 0 vs. Hi: u » 0 for test 4 (Table 11.5).

and, for other tests i.e. tests 1, 2 and 3 (tables 11.2,
1.3 and 11.4):

H,: pgp = Mipe VS Hypt foe, > Mgty

Hiyt Vo, = Ve, VS, Hi: V., > \
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3 (lor this pesn) come from mutually exclusive seis of hooseholds. The assttmplion ol mdependence ol
variabdes s miost likely 1o bobd o this case, Thoere is nosipgnilicant difference between sharceropped land and
owner operaded Lind Tor any ol the sariables, £ abeter wse per bivhe iy dess intenyivedy appiicd on fived-rent
timed Hran on sharecropped tund, Fised rent laind in comparison o owner operated land also shows Tess

Bbrour use por higha, and less revenoe fvinable costs,

N - - - L) .
I has been sugpested than the bias in characteristies'= ol owner aperated and tenant houscholds,
Il systematic according 1o tenuee tepe, may inlucnee or expliin outcomes Tor these tests, This cilficuhy is

vvercome, 1 we consider sharcevopped amd self coltivated arca of the same Bowsehrold - sinee the houschold

characlerisos renunn vt with respoct 1o femnne ivpe of funed. Diflerence beiween productivity on
shirceropped Lancd aond el culiivated Tood tor the same hooschold is, thus, an apprapriale varsable Tor such
lesting which climinates househokd bins' Table 1123 reports resulis of precisely this test, Each houscehold
that calivanes some arca under gacly tvpe ol the wao wenores being compared, contributes an observition.
Dillerenee in vichds or mpul intensitics or output-inpun ratios (e, the variable Tor which the dillerence is
huenmt tested} on these two types ol tenures For e houschold s one observation Tor the relevant viriable.

Uhider assumptions ol these observations (e, dilferenees) coming Trom o mdvpendentls and normally

distabiated popnlation, anistic is compured. Tvpothesis being tested s
H,, ™ has B N -,

where Xoas difference o input intensity or ouiput per bigha or outpul-mpul ratio. As can be seen
rom Table TLS the null hypotheses that X - 0 is maintaimed For all cases. Uneter assinptienty of iy fest,
Hrere os vier stettisticod v sigmfrcant differenee e gt infensities and FRE T area ol treesprective of the reaore

e wihicdy e faned Iy coftincated,

Sueh testing was not possible Tor Klaril ceops since observations lor ANy O Crop were very few - there
Iwing oo wide varicty ol crop mixes in Kbl scason, Tnits place regression analysis is carried oul Tor major
Klirih crops, Dependent variable YIELD (output per bighiae mphysical units) is sought o be explained by
o explianatory variabsles"' - (1 CULT lesprereitiomalt odding size Tor the honscholdy, and (2) FRSTEA RS

Chare cropped arca wnder aoorop as o lraction ol potal cropped aeca under tlsn crop Tor o hoaschold),

-—— 11 B b e ——— o —

h

Vand aod et onvoc e dape corae kb e linaton v owon b, sk el e g i . et

AR pomt s particulanly conphoeased by Bliss omd Stern (19823 and Hossain { 1977).

|1 . Ll v - . . igos . ‘ a 1 rgn
Stnpbe Tinear cegeessioms Lon YTUT T on CUIEE aod FRSEIARLE seprirately were also estimated, Fhe

explanateny pos e ol these resressions and sipnilicinee of estinated coclticients is no dilferent in these
\illl|I||.' IL'j'fL"~‘~i1l|1H vither oo thaey aie P ""i'“”""i b,



The resulls of regression estimates For major erops for the estimated eqguation:

YILELD = o, + ap . CULT + ay. FRSHARE

1"

are presenied in Table FLo. The very lirst thing 1o note is that explanatory power of all equations s
extremcly low . Resguare and adjusted R-square neser go above (L2000 Thus talking of sigmificance ol
cocflicient ostimates docs nod bove mooch meanine, 1w olso o seen Hal none of the cocllicients, except Hhose
o operational holding sive Tor sugarcane corap, are signiticantly different from zero, For Sugarranu yicld per
bigha shows distinel increasing tendencey with operational holdiog size (also apparent from Table H11),
Interestingly sign of FRSHARE is positive for wheat, sugarcane and jowar, although i 1s negative for other

crope. e penddy s chick peas Bageae aned potago,

1.2, Cultivadion Practices and Tenaney Areanpgements

Imas appear from the results presented in 1T that the resourees are used as elliciently on share-
cropped Lindd as on other culivated Land' ™ and that allcged disineentive elicel of sharccropping miy nal
e oapeeating. b e e aceucd thad caltivation practices gre not Qilfcremt on owner callvaled
Jurcerapped Lind, as scen from absence of any significont difference m (per unit arca) inputs apphed and
outputs obtained.  This is true for shared inputs - ke lertilizer and irrigation, and for inputs whose costs
are ot shared Tike hired labour, family labour and other homan and bullock labour that is employed Tor
applying ~haned inpurs like lertlizer and invigation, Indecd iappoars that the same production Tnngtiom

ticchnobogey g apphics Tor all cultivated Lind,

The question that must be addressed and inswered iso whether this similarity ol cultivation practives
i e 1o absenee of disineentive ellects or imspite ol them? In fact leased-out land is more likely 1o be
mlovion part ol the Lind holding of the lessors, as they are likely to keep better Land Tor sell-cultivation'”,
0 e, then it indicates that cither the lessees are better ar more skilled larmers orfand land owned by the

lessers is ol coually poor guality,

The question of coltivation practices on sharceropped ind was put Lo all lessors and lessees among

ample houscholds (31 houscholds) The lessors were asked whether they desire the same cultivation

B owas areoed i S1LU that apparent inelticieney of resource use on particular plots under
danceroppinge does not necessaily imply incHicicney ol sharceropping as i sysiem. I'he evidence pnesented

does mot shosy oy evidenee al even the so called Marshalhan inclhaency.

M am eratelul e Professor Christopher Bliss lor dreoawing my attention to Lhis.
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Table 11.6 Effect of fraction of cultivated area under share-
cropping and cultivation heolding size on yield per
unit area: Results of regression analysis

Estimated equation:

YIELD = a_, + a,.

CULT + a,. FRSHARE

coefficient of Mean
CROP Constant CULT FRSHARE R® R?® F-value DF yield
(a,) (a,) (a;) (kg/B)
Wheat 90.68"" 0.20 17.34 0.065 0.042 2.76 79 101
(15.42) (1.40) ( 1.86)
Bengal 14.56 0.37 - 4.01 0.072 0.003 1.04 27 27
Gram ( 1.19) (1.41) (-0.32)
Sugar 1276"" 8.30 =145 0.060 0.015 1.33 42 1559
(planted (5.13) (1.56) (-0.45)
crop}
Sugar 809" 7.507 383" 0.145 0.117 5.24 62 1120
(ratoon) (6.79) (2.71) (1L.88)
Sugar 861" 9.60° 207 0.137 0.112 5.40 68 1221
(total) (6.65) (3.15) (1.07)
Paddy 123.33" 0.54 -17.62 0.073 0.040 2.20 56 136
( 7.00) (1.56) (-0.87)
Jowar 47.73" 0.55 10.45  0.099 0.017 1.21 22 69
( 2.96) (1.53) (0.49)
Bajra 52.84"" 0.09 -7.42 0.021 -.044 0.33 30 54
( 5.53) (0.50) (-0.58)
Potato 507.27 7.03 -86.01 0.170 0.060°" 1.54 15 737
( 1.63) (1.41]) (-0.29)
Note: t-values for estimated coefficients are ‘gi?eq in
brackets. * = significant at 5% level. ** = significant

at 1% level.

Number of observations =

3+DF. DF is degrees of freedonm.

Other variables are explained below:

CULT
FRSHARE

kg/B

no

Il

cultivation heoclding (bighas) of the hnugehn}d.
Sharecropped land as a fraction of cultivation

holding of household.

kilograms per bigha (yleld/area).
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practices on the land teased-ou!? as on land retained for sell-cultivation or as on lessce’s scll-cultivinied
el O whether they Teave this guestion entirely 1o Iheir lessces. I the lessors want the some cultiviation
proctices, hoswe Gl at all) they ensore it Lossees were asked whether they Tollow the same practices on legsed
and sell-cultveated parts ol their operational holding, 11 so, why?  Does lessor supervise the lessee's work?
IFso docthe lessees hind it irksome interlerence, or something 1o be welcomed? The results of this sUrves

e quiie revealing,

With odd exeeptions, all lessors amd lessees agree that the same cultivation practices should by
lollowed on sharceropped and selll cultivated Lund. Though 1his is never a part of the contract, it is implicitly
assttined T must e cautioned that this is not the same s specilying libour inputs as suggested by Cheung

(1, TR ).

Soveral fessees eleinly recomized that they receive anly hall the fruits of cach additional mmpu. Bt
vl v e two o them climed that they coltivate shareeropped Land less intensively than scell-culiivaned
bndd - The shine-croppers generally teel that it is oor rvight 1o adopt dillferent cultivation practices Lo
shareerapped amd self-cultivated land. They said that it amounts 1o diseriminating against the lessor's land
aod it as wot faire One respondent said: "The lessor gives his Tand and invests in coltivation [his share af

mputs]. 0L do nor put in enough efforts and do not work properly, the lessor will legitimately reproach me™.

I he desimccntine aspect ol shoncoroppes s very much abve in lessee™s mind bt i does ot sl
il lower tput or ibour use. I the responses ol the respondents, the sentiments like: what s right” o
Taie™s what s "weong diserimisition” cre. oceur Lairly often in sapport of the adoption the samc cultivation
priwtices, Ias nol hisntecest alone that enters lessec™s point ol view but also what is Tair and joint interest.
The reputanion ol heing o good cultivator and bence wortly tenant as al stake, loo - important Tor abiaining

Ieise comtracts m tuture by the lessey,

Admost all Tessees agree that it is the lessor's right o supervise - and according Lo somce lesseos,
mdeed a ety ol the Jessor ta do sa, The supervision ol operation of lease contracts should not be conlused
with ~oporvision ol datly wage labour which involves @ great deal ol ettort on the part ol the emploser,
modudime, won ke along with wage Yabourers [Deee and Mukbernee (19890 In the contest ot shae-
aopping, superysion neanly mvalves mspection of crops” health, A lew fessces Tound it somewhal nrmating
while soine ol them clinmed sach inspection by the lessors 1o be positively benchicial, since the lessor

nolice some shorteomings (which maght have escaped the lessec’s atlention) and they can be subscquently

|- . ; . : . . . A . o
In this section, feasing on share-cropping alone is considered. Cultivation practices on land leased on
o tent aee ol tle theorenical interest sad shall not be consedered heres The tenaney questionpane -

iepraduced i the Appoendis to Chapler 2



