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METHODOLOGICAL FRAMEWORK AND SAMPLING PROCEDURES
USED TO ANALYZE THE POWER SECTORSIN HARYANA AND
ANDHRA PRADESH

I ntroduction

1.1 Inthe past, state governments have primarily relied on anecdotal information and selected data to
analyze the power sector. For the first time statistically significant primary data on power supply and
usage in the agriculture sector has been collected in the states of Haryana and Andhra Pradesh. This new
data has alowed for the development of econometric models than can help predict the impact of power
reforms policies on farmers over time.

1.2 The collection of data included extensive metering at farm and feeder levels to quantify electricity
usage and supply and recall and attidunal surveys that focussed on farmers perceptions of power supply
and reasons for different irrigation choices.

1.3 Part | of thisreport looks in detail at the characteristics of power supply and how, for the purposes
of constructing an econometric model, these are defined. It looks at the relationship between power
supply and irrigation methods used in the field and why there is a need for reforms of the power sector. It
also describes the questions that needed to be addressed to build the model and provides details of the
conceptual model used.

1.4 Part Il dealswith sampling and survey procedures describes how pumpsets were chosen and then
metered and what information was collected.

PART |

A. Characteristics of Power Supply: Definitions and | mpactson Farmers

15 Asaresult of overal shortages, power supply to agriculture is heavily rationed. There is a long
waiting period (often as long as 3-5 years) for farmers to get an eectricity connection. Moreover, the
three-phase power supply to the agriculture sector is typically rostered amongst the various feeders for a
specified number of hours every day. The three-phase supply during the scheduled timings of the roster is
referred to as the “scheduled supply.” The actua availability of three-phase supply to farmers differs from
the scheduled supply on two accounts. First, there are frequent power cuts during the scheduled hours of
supply (due to transformer burnouts or otherwise). Second, it is also common for power to be available
outside the scheduled hours. Accordingly, the following indicators of power supply have been defined.

1. Availahility per day in each season: is defined as the average number of hours per day for which
power was available at the farm level during time periods when the transformer and the pump motor
were in working condition. It should be noted that availability as defined here includes the total
number of hours of available supply per day at the farm level irrespective of whether that supply
occurred during scheduled or unscheduled periods. When either the transformer or the motor is not
working then power is not available at the farm level for several days at a stretch until necessary
repairs are undertaken. The effect of such continuous periods of lack of power, which is almost
entirely random, is likely to be different from the effect of interruption of power that occurs as aresult
of regular power rostering. Therefore the effect of availability when transformer and motor is in
working condition is defined and analyzed separately from the effect of interruption of power supply
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due to motor and transformer failures. For the econometric modeling, it makes sense to look at
availability at the farm level which, in generad, is different from availability at the substation level.
Availability at the farm level, depends on availability at the substation level plus a host of other
factors related to the transmission and distribution system. From a policy perspective, this suggests
that availability at the farm level can be increased even if availability at the substation level stays
constant provided improvements are made in the transmission and distribution system.

2. Unreliability of scheduled supply Average hours of power cuts (hours/day) during scheduled hours
of supply in the different seasons, during time periods when motor and transformer was in working
condition. In the attitude survey, farmers reported that on average, power was cut for two hours every
day during scheduled hours of supply in Haryana.

3. Average frequency of transformer burnouts in the different seasons and the average time it took for
rectification. In the attitude survey, farmers reported that on average atotal of 16 days were lost due
to transformer burnouts every year in Haryana.

4. Quality of supply: no precise measurements of voltage imbalance or voltage fluctuations were carried
out at the farms of the sample farmers. In the attitude survey, sample farmers were just asked
whether problems with voltage fluctuations occurred always, frequently, sometimes or never. Around
73% of sample farmers reported that voltage fluctuations occurred “frequently” or “aways’ in
Haryana However, this is a very rough measure of the quality of supply and does not show much
variation across the sample. One of the ways that voltage imbalance and voltage fluctuations affect
farmers is through frequent motor burnouts. In the farmers' recall survey, farmers were asked about
the number of times during each season that their motor burnt out. This measure is taken as a proxy
for poor quality of supply.

1.6 To understand the impact of limited availability and unreliability of supply on farmers, it is
important to bear in mind that unlike the case of households, electricity demand for water pumping is a
seasonal phenomenon. The demand for pumped water depends on a variety of complex factors including
rainfal; availability of canal irrigation; cost of purchasing water from other farmers; cropping pattern;
evapotranspiration requirements and soil type etc. Further, storage of water is costly and using excess
water results in damage to the crop and reduced yields in many cases. Uncertainty about the supply of
electricity imposes high costs on farmers because the yields of many irrigated crops (such as high yielding
varieties of wheat) are very sensitive to the timing of irrigation. To insure themselves against the risk of
not having electricity when needed, farmers often invest in several back-up strategies such as diesel
pumps and tractors. The use of these backup strategies substantialy increases the effective costs of
irrigation.

1.7 The magnitude of voltage and its variability, often referred to as the quality of power supply,
increases farmers' costs for three reasons. First, low voltage implies that water delivered by the pump per
unit of time is reduced (generally @square of voltage), other things remaining the same. Second, low
voltage compared to the standard agreed by the utility, leads to motor burnouts. Apart from the costs of
getting the motor rewound, production activities need to be readjusted and thereis potential loss of output
in the time period it takes to get the motor reinstalled. Low voltage may also cause the utility transformer
to fail, further interrupting the supply of power until the time it takes to repair it. Third there is also some
evidence to suggest that given the poor quality of supply, farmers tend to select robust motors that have
thicker armature coil windings. These motors reduce the frequency of motor burnouts but have a lower
overall efficiency. Moreover, to ensure that the flow rate of water is not reduced due to low voltage,
farmers often over-invest in pumps with higher capacity rating. From the farmer’s viewpoint, a 10 hp
motor operating under low voltage conditions is likely to perform as well as a5 hp motor (Padmanabhan
and Govindargjalu).



1.8 Findly an important characteristic of current conditions of supply, is the price the utility charges
farmers. Although farmers in Haryana have the option of paying for electricity on the basis of aflat rate
(per unit of installed horsepower) or on the basis of metered rate (per unit of consumption), the majority
of sample farmers (around 94 per cent) in the attitude survey reported paying for electricity on the basis of
aflat rate. In Andhra Pradesh, all farmers are charged for eectricity consumption on the basis of a flat
rate, also based on the horsepower level of pumpsets. The above discussion leads one to conclude that
although the price charged for electricity is highly subsidized, farmers face a number of constraintsin the
current situation which raise the real costs of pumping..

B. Cogt Structure of Alternative Irrigation Options

19 Inthissubsection, the costs and benefits of irrigation through electric pumps are compared to other
irrigation options available to farmers. In most regions where surface water is available for irrigation
purposes, it isthe lowest cost alternative for irrigation (see Fig. 1). The costs associated with cana
irrigation include the cost of digging and maintaining field channels and a highly subsidized payment to
the irrigation department in terms of crop and area cultivated. However, there are quotas or other kinds of
guantitative limits on the total amount of canal water that is available per season. Farmers aso have very
little flexibility with respect to the timing of supply because a fixed rotation schedule is followed.
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1.10 Thusin most cases, farmers use whatever surface water is available and supplement it with other
sources. Investment in an irrigation well is alarge and risky investment in most areas, and particularly so,
in the hard rock areas of Andhra Pradesh. As pointed out earlier, in most areas a fixed tariff per unit of
installed capacity is charged irrespective of the volume of water pumped out. Thus, the variable costs
associated with electric pump operation are very low and consist primarily of cost incurred in motor
repair and maintenance. As opposed to this, the variable cost associated with operation of diesel pumps
are much higher (as shown by the much steeper slope of the diesel cost linein Fig. 1).

1.11 Given the poor availability and reliability of electricity supply, however, diesel pumps are often
used as a backup strategy to meet the shortfalls in supply of electric power. In addition, in some areas
where canal is the main source of irrigation but a supplementa source is needed, farmers may prefer to
use diesel pumps rather than electric pumps if groundwater table is high. This is because for eectric
pumps they have to pay a fixed tariff irrespective of use, whereas for a diesel pump they pay per unit of
diesel consumption. Thusadiesel pump may be more profitable at low levels of consumption.

1.12 For those farmers who do not own wells, use of cana water or purchase of water from well-owners
are the only two options for irrigation. Evidence from several studies suggests that markets for water tend
to be very thin and fragmented for several reasons (Shah, 1993 provides a survey). First, because of the
physical costs of transporting water over large distances, transactions in groundwater tend to be limited
between neighboring farmers. Second, farmers in a given region generally grow very similar crops and
hence their demand for water tends to be synchronous. Given this synchronicity in demand and
uncertainty regarding the dynamics of groundwater stock, transaction costs are generally quite high and
so water markets tend to be very thin. Third, in many areas, there is also an underlying social belief that
water is a natural, common pool resource that belongs to everyone and therefore charging a price for it is
immoral (Wood, Aggarwal). In the attitude survey conducted in Haryana, it was found that of the 600
pumpset owners covered under the survey, only 3 per cent (around 22 farmers) reported sdlling water to
other farmers. Thus for those farmers who do not own wells, the options for irrigation are rather limited.

1.13 Thusto sum up, from afarmer’s perspective, in areas where canal water is available, it isthe lowest
cost aternative for irrigation. However, there are quotas and farmers have very little control on the
timing of irrigation applications from cana water. For those farmers who can invest in wells, electricity
is much less costlier than diesdl as an energy source. However, given the poor availability and quality of
electricity supply, farmers often use diesel pumps as a backup or a supplemental source of power. The
growing use of diesel pumps is a rough indicator of the fact that the current supply of electricity is
inadequate for the needs of the farmers and that they are willing to pay a much higher price for additional
and more reliable supply.

1.14 From the society’s perspective, since electricity supply is not priced at its true scarcity value, there
isalossin overall socia efficiency. Moreover, with a flat rate there are very limited incentives at the
margin to conserve either water or power, through the use of more efficient pumps or water conserving
technologies. As discussed earlier, uncertainty about availability of electricity supply leads to production
losses and forces farmers to adopt various kinds of coping strategies which are highly inefficient, such as
the use of diesdl operated tractors to pump water when electricity is not available. All this raises the
guestion of whether at the margin it is more efficient for the utility to improve the reliability of supply and
charge a somewhat higher price or to let the farmers evolve their own private mechanisms to deal with
this situation.

1.15 In this context, it is dso worth noting that in the present situation where there is no explicit
regulation of groundwater pumping, the allocative effects of electricity rates on water extraction are also
very important. Although it is true that the scarce value of the groundwater resource can be better
addressed by other more direct policies such as pumping limits and pump spacing, the potential for
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electricity rate structures to encourage or discourage groundwater extraction cannot be ignored. Shah
(1992) conducted a survey of studies on groundwater use in areas where a switch was made from per unit
to flat tariffs in the late 19705early 1980s. His main conclusion was that this switch resulted in an
increase of 40 to 60% in pumping of water by existing well owners. This finding reinforces the need for
revisions in the current tariff structure, particularly in areas where water table is declining rapidly or
where there is an imminent danger of saline intrusion.

C. Proposed Policy Reforms

1.16 Asdiscussed above, the current situation regarding electricity supply resultsin low revenues for the
utility and high real costs borne by the farmers and the society. Thus, the overall result is a situation
where all the magjor stakeholders find themselves in a situation of a “low equilibrium trap”. This calls for
the need for policy reforms which can help the economy emerge out of this trap.

1.17 The policy reform process proposed in this study consists of a combination of some or al of the
following changes:

1.18 Increase in number of hours for which electricity is supplied to the agricultural sector.
Improvementsin reliability of supply: reduction in the frequency and duration of unscheduled power cuts.
An important component of policy here is the reduction in the frequency of transformer burnouts and
time taken to repair it. Improvements in quality of supply. Reduction in magnitude (how high or low
compared to the standard agreed by the utility), frequency and duration of voltage fluctuations

Increase in tariff : This could take the form of increase in the current fixed rates charged per horsepower
of pump or a move towards pro-rata tariff with installation of meters.

1.19 An important objective of this project is to estimate the impact of these policies on input (in
particular, water and electricity) demands, cropping patterns and farm costs and incomes. The purpose is
to estimate these impacts both over the short run (when the capital stock, particularly in the form of
installed irrigation capacity is held constant) and the medium to long run (when capital stock is allowed to
adjust). The sequencing and pace of the reform processis likely to be very important. Thus for instance,
increasing the rates without improvements in qudity of supply is not likely to be politically feasible.
Hence one of the objectives of this study is to shed light on these aspects by simulating the impact under
alternative policy reform scenarios as shown in Figure 2.

Figure 2 - Policy matrix showing alter native r eform scenarios
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D. Review of Alternative Approaches and Justification for Proposed Approach

1.20 Asdiscussed above, the main purpose of this study is to evaluate the impact of policy reformsin the
power sector on agriculture. The study has two broad components. The first one relates to the micro
aspects (pertaining to farm level behavior) and the other relates to the macro aspects (at the region or state
level). For now only the micro level is complete. This analysis is conducted within a partial equilibrium
framework and the focus here is to examine the impact of policy reforms on costs of production, yields,
cropping patterns, demand for electricity and farm incomes for different categories of farmers classified
as marginal, small, medium and large.

1.21 To evaluate the impact of policy reform quantitatively at the micro level, an econometric model
based on data on observed choices of farmers in the current situation is used. This predicts what farmers
arelikely to do when the policy change occurs.

1.22 Another method would have been to use a contingent valuation survey (CV) dlicits farmer’s
responses and willingness to pay for the changes in policiy. The advantage of the CV approach is that it
can in diciting expected responses and willingness to pay for any change towards a given hypothetical
situation. However, earlier studies have pointed out that responses are very sensitive to the manner in
which the questions are phrased and upon the timing of such a survey vis-a-vis the household’s recent
outage experience (Sanghvi). Given these difficulties with CV surveys, we propose to use an econometric
model to estimate the impact of policy reforms.

1.23 In examining the impact of policy reformsit is often useful to distinguish between the short and the
medium run. In the ensuing analysis on the micro aspects, it is assumed that the short run is the period in
which the capital stock representing the technology imbedded in the production process, remains
constant. On the other hand, in the medium run, the capital stock is allowed to respond to changes in
conditions of electricity supply. However, over the medium run it is assumed that everything else in
the farm economy, such as output/ input prices Iﬂnd the overall regulatory framework with
respect to the agricultural sector , remains constant.~Thus for instance, in the short run, farmers may
respond to unexpected power outages by say, rescheduling production activities and changing the
alocation of variableinputs. In the medium run (a period of about 4 to 6years), if it is expected that these
power outages will continue then farmers may shift to alternative fuel source (say, shift to use of diesd),
install larger capacity pumps or install backup generation capability. In his survey of the literature on
optimal electricity supply reliability, Sanghvi points out that almost the entire literature so far has focused
on short-run cost of power outages. As he argues, in the medium run, with shift in the capital stock the
demand curve itself can shift. Since the policy changes being proposed are likely to result in magor
changes in the supply of electricity, assuming the demand curve to remain constant would assume away
the essence of the problem at hand. An important objective of the present study is to examine how
farmers respond to the current problem in electricity supply and to assess the cost of the backup
technologies that they invest in. Thus the model has two related parts. Thefirst part consist of estimating
the input and output elasticity in the short run, keeping the technology as constant. The second part
model s the choice of technology in the medium run.

1.24 To model the choice of technology, it is important to consider the entire spectrum of irrigation
options currently in use in the selected states. Thus the sample used for the study includes not only the
users of eectric pumps but the entire farming population ( diesel pumpset owners, rainfed, canal and
water purchasers). This isimportant for severa reasons. Firstly, restricting the sample to only electric

! Thisisthe main difference between medium and long run. Long run effects have not been analyzed right now.
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users would result in selectivity bias in the estimates derived from the econometric model. Secondly, it is
necessary to estimate how cropping patterns, input alocations, yields and incomes differ between those
who own wells with electric pumps as compared to all other categories of farmers. In particular, the
returns currently associated with use of eectricity in pumping groundwater are compared with other
options. Some earlier studies have compared input intensities and yields between canal and groundwater
irrigated areas. However, very few of these anadysis have been conducted within a multivariate
regression framework and so it is difficult to assess the extent to which the differences found in input
intensities and yields can be uniquely attributed to the use of groundwater (see Dhawan, Shah for a
survey). Thirdly, theimpact of policy reforms on changes in irrigation technology in the short to medium
run need assessing. It is likely, for instance, that some non-well owners might decide to invest in electric
pumps or buy water from electric pump owners as a consequence of the policy change. Thus it is
important to establish what factors determine farmer’s choice of technology and how.

1.25 The data to be used for this study was obtained through a farm household level survey for the
agricultural year 1999-2000 in the states of Haryana and Andhra Pradesh. Details of the sampling design
for the present study are given inpart Il. Using this data, the econometric model described in section F
was developed. Estimates derived from this econometric model were used to do a partia equilibrium
analysis of policy reforms. An important advantage of the partial equilibrium approach is its empirical
simplicity and also the fact that the first round effects are, in general, an acceptable first-order
approximation of the total effects (Sadoulet and deJanvry). However, it isimportant to keep in mind that
the partia equilibrium analysis does not take into account several important effects such as the income
and cost changes that might shift the demand and supply curves and the interaction across markets with
products or factors that are close substitutes or complements in consumption or production. For example,
itislikely that policy reforms that would affect agricultural production and hence lead to a change in the
prices of major crops produced in these states. The partia equilibrium analysis does not take into account
this second round effect. To take into account such indirect effects, the analysis of policy reform would
possibly be extended to a general equilibrium framework.

1.26 Inthe next section, the set of questions that need to be addressed are listed. This provides an
overall perspective and is followed by a detailed discussion on the methodology.

E. Questionsto be addressed

Part I: Analysisof the current situation with subsidized fixed tariffs and rationed supply of electricity

A. What are the different sources of irrigation (both surface and groundwater) used by different
categories of farmers?

B. What are the different technologies used for pumping groundwater (Type of well, depth of well,
type of pump, source of power, use of backup strategies etc.)

For the purposes of this study, four broad categories of technological options for irrigation are

distinguished.

1) Useof eectric pumpsto withdraw groundwater from own well

2) Use of electric pumps (with back up strategies such as use of diesel pump or tractor) to withdraw
groundwater from own well

3) Useof diesal pumps to withdraw groundwater from own well

4) Use of neither electricity nor diesel for irrigation. This includes rainfed farmers and those that rely
solely on surface water sources and/or purchase of water from neighboring well owners.

C. What are the direct and indirect costs (such as costs of motor burnouts in case of electric pump
users) associated with the adoption and use of the above technologica options?
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What are the cropping patterns, input use intensities and yields associated with each of these
options?

What are the input demand (including demand for power) and output supply elasticities
associated with these different options?

What are the various farm and village-specific characteristics that determine the choice of
technology used for pumping groundwater?

What is the pattern of electricity use by electric well owners? In particular, for each crop, what
are the peak and off peak periods of demand for pumped water and hence for electricity?

How do farmers perceive the different qualitative aspects of supply (i.e. reliability, flexibility in
supply) associated with the current supply of electricity?

What kind of coping strategies are currently being used by farmers to deal with problems of
electricity supply? What are the costs of adopting these strategies?

For electric well owners who do not have any backup strategies, what is the estimated loss in
production in the short run?

Do well owners also sell water to neighboring farmers? If so, how much water is contracted out

and what are the terms of the contract (fixed price or crop share)? How are the terms of these
contracts framed in order to deal with uncertainties in electricity supply? Do the terms of the
contract differ for water purchased from electric pump owners as opposed to diesel pump
owners?

Partial equilibrium analysis of policy changes

What is the impact of alternative policy changes on technology used for pumping: (shift to diesel
pumps or pumps with higher efficiency, use of water conserving methods of irrigation, use of
coping strategies), cropping patterns, total demand for electricity, total amount of groundwater
withdrawn, yields, input intensities, costs and incomes. In particular, what is the impact of policy
reforms on the small and marginal farmers?

What isthe willingness to pay for an extra hour of electricity at prevailing quality levels?
What is the willingness to pay for an improvement in reliability and quality of electric supply?

The conceptual model underlying the analysis of the above questions in outlined in the next section.
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F. The Conceptual Modéel

1.27 Basic assumptions

Production function

Consider an agricultural production function given by
Y =f(W, X; Z, 6) «y

where
W = water input
X = vector of variable inputs employed in production such as land, seeds, labor, manure,
fertilizers, pesticides, hours of tractor and machine use
Z = farm specific characteristics
@ = random factor denoting the effect of weather (rainfall, temperature etc.)

We assume that f(.) is twice continuously differentiable and concave in all of its arguments. In addition
we assume that fyy 2 o asW - 0, and similarly for X.

Water input, W, in the production processis subject to the following constraint
W < Wr+ W+ W+ W4 2

where Wr is the amount of rain water, W¢ isthe exogenously allocated amount of cana water, W, isthe
amount of water pumped using own electric pumps and W4 is the amount of water pumped using own
diesel pumps= To begin with, we assume that thereis no buying or selling of water. This assumption is
relaxed later on.

Pumping technology
Water from electric pumps is pumped using the following technol ogy
We = We (he, HPe, E, Vag, G) (3)

where h, denotes hours of pumping, HP. is the horsepower of the pump, E is efficiency of pump, Va4 is
average voltage during season, G denotes characteristics of groundwater aguifer (e.g. depth of water table
and rate of natural recharge). W, isassumed to beincreasing in he, HP, Eand V.

Similarly, water from diesel pumps is pumped using the following technology

Wy =Wy (hg, HPy E; G) (4)
where hy denotes hours of pumping and HPy is the horsepower of the diesel pump. W is assumed to be
increasing in hy , HPy, and E.
Electricity rationing
Electricity isavailable for only alimited number of hours during the season given by
He = AHg (5)

2 We assume here that water used through these alternative sourcesis equivalent in terms of their effect on
production. It might be more realistic to put different weights on these different sources with the highest weight on
water pumped by diesel pumps becauseit is“on demand” while the lowest weight is put on rain water since the
farmer has no control over its application
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where He. is the scheduled hours of supply (known before the start of the season) and A isthe availability
index defined as

A = Hours of actual supply/ hours of scheduled supply (6)

We assume the uncertainty about A isresolved during the course of the season.

Groundwater availability

There is an upper bound on the amount of total groundwater that can be withdrawn through electric and
diesel pumps. This upper bound W is given by factors such as: aquifer characteristics G, rainfall during
the season R, availability of cana water, W, and density of wells, D, in the cluster

Wy = Wo( G, Wg, W, D) (7)

Costs of pumped and canal water

a) Fixed costs of pumped water: In order to extract groundwater, there are sunk costs of digging the well
and installing the pumps. Let Qg (HPy) and Q«(HP:) be the sunk costs of installing diesel and electric
pumps of horsepower HPy and HP, respectivel y= In case of eectric pumps, Qg(HP.) includes, in
addition, a one-time electricity connection charge. In most regions, aflat tariff of T(HP,) is charged
on electric pumps which has to be paid every season

b) Variable costs of pumped water: In addition to these sunk costs, we assume that there is a constant per
hour cost of pumping with a diesel pump gg, which isafunction of the horsepower of the pump and is
given by

Qa = Pa O(HPy) + my (HPy, Fy) (8)

where pq is price of diesel and d(HPy) is the consumption of diesel per hour by a pump of horsepower
HP,. my denotes the non-fuel cost of operation of diesel pumps and relates to expensesincurred in oiling,
replacement of bearings etc. These non-fuel costs of operation are afunction of the horsepower of the
pump and other characteristics such as age and brand, denoted by F.

Similarly for electric pumps we assume that thereis a constant per hour cost of pumping, ge. It
includes fuel cost (in cases where ametered tariff isin place) and the non-fuel costs of operation of
pumps and relates to expenses incurred in oiling, replacement of bearings and motor rewindings due to
motor burnouts. Apart from normal wear and tear, motor burnouts often arise because of voltage
fluctuations. Therefore, the per hour cost of operation of electric pumps, g. can be given as

Qe = peHPe+ m(HPea Fe, Vfluc, ) (9)

where p. is price of eectricity consumption per HP per hour(for metered pumps), V. isanindex of
voltage fluctuations during the season and F. is a vector of pump specific characteristics such as age and
brand® In general, the marginal cost of a unit of water pumped through electric pumps is much smaller
than that through diesdl pumps. Thisis so even with respect to farmers who currently pay on the basis of
metered tariff, because the use of electricity in agriculture is more heavily subsidized than the use of
diesel (seefigure 2).

% This cost includes the cost of digging awell, installing a motor and applying for an electricity connection ( in case
of electric pumps).
* We are still working on defining these indices using the available data.
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In comparison to the costs of pumped water given above, the total costs of canal water (which
includes costs of digging and maintaining field channels plus the seasonal tariff) are very low. Canal
water isavailable in only afew regions, wherein, farmers have an exogenously given quota denoted as W,
and are charged a seasonal tariff of PW...

Prices: prices of output and variable inputs (other than water) are denoted by Pg and Py respectively.

1.28 Farm household’s optimization problem: two stage formulation

The farm household's decision problem has two stages: First, households choose the irrigation
technology. Here we will consider the main choice variables to be the installed electric and diesel
pumping capacity, HP. and HPg, respectively. Next, households observe the amount of rainfal,
availability of canal water and conditions of e ectricity supply (i.e. incidence of unscheduled cuts, and the
duration and magnitude of voltage fluctuations). They then choose the level of application of variable
inputs (X) and hours of pumping for electric and diesel pumps ( he and hy, respectively)> The two stage
optimization problem presented in this section is summarized in Figure 3.

® In the presentation of the optimization problem we assume that households are not credit constrained. In alater
section we discuss the implications of credit constraints.
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Figure 3 - Determinants of Technology Choices and Farm Incomes
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1.29 Derivation of short run profit and input (including energy) demand functions

We start with the second stage, wherein given HP,, and HPg, households solve the following problem to
maximize expected short run profits

Problem P1

Max: EM® = PoY—PxX - gahg - Gehe - T(HPS)-P.Wc (P1)
with respect to: X, hg, he

subject to:

Y £ f(W, X; 2) Production Techonology

W < Wi+ We + W+ W4 Tota Water availability
We = We(he, HPs, E, Vayg, G) Electric pump technology
Wy = Wy(hg, HPg, E, G) Diesdl pump technology

he 20, hy=20; X =0; Non-negativity constraints
he < H¢; Electricity rationing
W+ Wy €W, Groundwater availability

It would be helpful to distinguish between the following regimes. (Table 1 below shows the upper bound
on water availahility for each of these regimes)

Regime 1: Farmers with no pumps HP.=0and HP4;=0
Regime 2: Farmers with only diesel pumps HP.=0and HP4 >0
Regime 3: Farmers with only electric pumps HP.>0and HP; =0

Regime 4: Farmers with electric and diesel pumps HP.>0and HP; >0

For each of the above four regimes, let us examine the input demand equations.
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Regime 1: Here given HP, = 0 and HP, = 0, the amount of water available is fixed in the second stage and
given by the availability of rain and canal water. Given our assumptions about the production function in
(1), the output supply and variable input demands are given by the interior solution of problem P1 and can
be written as

Yl* :Yl* (PX! PQv WR! WC1 Z)
X; = X; (PX; PQ”PC WR, WCI Z)

Table 1 - Effect of Irrigation Technology Choiceson the Upper Bound on Water Available

Regime Description Upper Bound on Water Available

| Non-Well Owners Rain water + Allocated Canal Water

I Well Owners: with Diesdl Groundwater Availability

Pump only

Il Well Owners: with Electric | Min { Groundwater Availability, Electricity Rationing*}
Pump only

v Well Owners: with Electric | Groundwater Availability

and Diesel Pumps

"The higher is the horsepower of the pump the higher is the upper bound posed by electricity rationing)

Regime 2: Here given HP, = 0 and HP, > 0O, farmers have to choose the hours of diesel pump use (hy) and
level of output supply and variable inputs (Y,X). In the absence of the upper bound on hy given by

groundwater availability in (7), let hy, and X, be the solution to the problem P1. These can be written
as

hcljjz = h;z (PX, PQ, 0w HPg, E, G, Wg, W, Z)
X; = X; (PX, PQ, O HPg, E, G, Wg, W, Z)
qu =Y2U (PXi PQ;qd;HPd’ E’Gl WR! WC! Z)

In the presence of the groundwater constraint, there is an upper bound on the number of diesel hours
given as

Hg = H(? (Wo, HPd, E, G)
Given this upper bound, the effective demands for diesel hours and other variable inputs are given as

h, = hy,, X = X} ifhs'< HY"

= Hc?’ X = ng otherwise
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where X7 isthe solution to the problem P1 when hy is fixed at H§D

Regime 3: Here given HP, > 0 and HP4 = 0, farmers have to choose the hours of electric pump use (he)
and level of output supply and variable inputs (Y,X). There are two upper bounds on h,. First, given by

the electricity rationing constraint, H_ in (6). Second, given by groundwater availability in (7), which
can be written as

Heg = Heg (W01 HPel E1 Vavg, G)

In the absence of either of these congtraints, let hSand X" be the solution to the problem P1. These can
be written as

Y3u :Y3u (PX1 PQ!qd!HPd1 E1Gl Vavga WR! WC1 Z)

h53: hue$ (PX1 PQ! Qe; HPe1 E! G! Va\/ga WR! WC1 Z)

X:‘; = X:L; (PX1 PQ! qd1 HPd1 E1 Gi Vavg1 WR1 WC! Z)
In the presence of the two upper bounds, the effective demands for dectricity and other variable inputs
aregiven as

h,=h?, X'=X{ andY = Y, if h; < Min(H., HY)

=Min(He, HY), X = XJ andY =Y, otherwise

where X;andY; arethe solution to the problem P1 when heisfixed at Min (H. ,HJ).

Regime 4: In this case, farmers have to choose the hours of electric pump use (he), the hours of diesel
pump use (hg)and level of output supply and variable inputs (Y,X). Notethat in our model, water pumped
through electric pumps and diesel pumps are perfect substitutes. Therefore, given that in general the
marginal cost of a unit of water pumped through electric pumps is much smaller than that through diesel
pumps, it follows that farmers will not use diesel pumps unless they are bounded from above in the use of

electric pumps due to electricity rationing. Therefore, if h{ and X" are the solutions to the problem P1in
case 3 then

hy=0 if h®< Min(He,H) or HI< h® < H/

h, = hj >0 otherwise
where hy isthe solution to problem P1, when he is constrained to be equal to H .
Output supply and input demand in this regime are therefore given by

Y4U = Y4U (PXl PQ1 qdl HPdl El Ga Vavgv WR1 WC! Z)

® We assume here that when the upper bound is binding, the optimal amount of water used is given by the upper
bound. This may not betrueif water is used in discrete quantities. This assumption is quite common in the
rationing literature.
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x4U = x4U (Px, PQ’ qd, HPd; E; G! Vavgv WR! WCI Z)

Choice of irrigation technology

From the above input demand functions for each of the 4 cases above we can get the restricted profit
functions (for fixed HPy and HP,). Thus the optimization problem in the first stage entails choosing HP4
and HP, so as to maximize the present discounted value of future profits, net of the fixed costs of
installation

Problem P2
Max

te?

;
f{ EM?(HRyHR., Py, P G G+ By A Vg He W We . We, Z) = T(HR )}t - Q. (HR,) — Q, (HR, )
0

with respect to: HPy, HP.
subject to: (HPg, HPy) 20 Non-negativity constraints

where subscript t denotes the time period, T denotes the expected lifetime of the irrigation equipment and
E(.) denotes the expectations operator. The solution to the problem P2 gives the medium run profit
function as afunction of the expected future values of the explanatory variables that can be written as

HL = ﬂL (PX1 PQ! qu qu Qd1 Qe; T, E, G, Vavg1 Hers WR! WCf WO’ Z)

It also gives us the demand for installed electric and diesel pumping capacities HP, and HPg, that can be
expressed as

HPe = HPe (PX, PQ1 q91 qd! Qd! QE! T1 E1 G1 Vavg1 Heri WR1 WC! WO’ YA )’
HPd = HPd (PX1 PQ1 q61 qd1 Qd1 Q61 T) E, Ga Vavga Hera WR! WC’ WO’ Z )

We are particularly interested in the impact of the policy variables g. and T on installed capacities HP,
and HP,, and, subsequently, on output supply and input demandh; , h;, X", and Y".

1.30 Impact of policy changes

We wish to estimate the impact of policy reforms both over the short run (when the capital stock,
particularly in the form of installed irrigation capacity is held constant) and the medium run (when capital
stock is alowed to adjust).

1. Increaseinflat tariff charged for electricity : in the short run this affects only the farmersin regimes 3
and 4. Increasein flat tariff does not change input ﬂnd output allocations in the short run so it effect is

trivial since GE_TITS = -HP, (from the problem P1).” In the medium run, it would lead to change in

technology choice (if theincreaseis high enough) as farmersin regime 3 and 4, either retire or stop using
existing electric pumps and shift to lower horsepower electric or diesel pumps. Note that in explaining the
choice of technology across farmers, the relevant variable of interest is not the flat tariff perse (this shows
little variation across the sample) but the implicit per unit cost of pumping water which differs
significantly across clusters because of differencesin aquifer conditions (groundwater depth and recharge
rate) and conditions of electricity supply.

" If farmers are credit constrained then increase in fixed tariff would lead to changes in input and output choices.
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After econometrically estimating the parameters of the model above, we would be able to
compute medium run output supply (input demand) elasticities with respect to an increase in tariff, which
isgiven by

EL _0InYy] N olny; aInHPe+ olny; dInHPy
T 79InT " dInHR, aInT  aInHRPy aInT
_cS , 0InY; 0InHPR; | dInY; 0dInHPy
TST T SInHR, aInT | aInHR; aInT
s _adlny; . . o ,
where EiT = is the short run output supply (input demand) elasticity with respect to the flat tariff

T.EI A similar expression for the elasticity with respect to other power supply characteristics can be
derived.

2. Shift from flat rate to per unit tariff for al users: In the short run this would affect only farmers in
regime 3 and 4. Since the per unit cost of pumping has increased, it is likely to lead in fall in
pumping hours and changes in other input and output allocations. The short run effect on profits for

OE dq,

those formerly paying flat tariffs would be would be given by ( + T(HPg). In the medium
run there would be some changes in technology choice depending on the relative magnitudes of the
per hour cost of pumping by diesdl and electric pumps. Important changes in cropping patterns and

water transactions are also likely.

3. Increasein availability (A) and quality of supply: In the short-run it affects only the farmersin
regime 3 and 4 who use electric pumps. Even amongst this category of farmers, increasein
availability affects only those who were formerly constrained by electricity availability in the short-
run while improvement in quality of supply affegisal farmers. The marginal willingness to pay for a
unit increase in availability of supply isgiven

WTP= E

0A
Figure 5isuseful to understand the estimation of the willingness to pay estimate from the estimation
of the farm income equation in the previous section. Consider, for instance, what happensif quality
of power supply isvaried (the analysis of other characteristics of power supply follows analogoudly).

8 Note that a priori this short run elasticity should be zero. However, this may be tested empirically.
® Note that in our model we do not distinguish between peak and off peak hours of availability
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Figure4 - Relation between Quality of Power Supply and Farm Income
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In Figure 4, quality of power supply is shown aong the horizontal axis and farm incomeis shown
along the vertical axis. The curve AB shows the relation between quality of power supply and farm
incomes, assuming that everything else remains constant. Suppose that in the initial situation, quality
of power supply isat point Q; and thus farmincomeis|y. If quality of supply increasesto point Q.
then income would increaseto |, as show in the figure. Theincreaseinincome, I, -1 can be
interpreted as the willingness to pay for increase in quality of supply from Q. to Q,. For aunit
change in quality, the coefficient on the quality variable in table 6 gives an estimate of how much
incomes increase in the short run and thus how much tariffs can be increased without making farmers
any worse off. Note the effect of electricity supply characteristics may be different across farmers
depending on the amount of land they own. Thusfor instance, for larger farmers, the curve showing
the relation between farm income and availability might be much flatter (shown as curve CD in figure
5) than for the smaller farmers (shown as curve AB in figure 5). If thisistrue then thisimplies that
smaller farmers gain more than the larger farmers do with any given improvement in supply
conditions.

In the medium run, increase in scheduled hours of supply will also affect technology choices as one
might expect some farmersin regimes 1 and 2 to adopt electric pumps, if the tariff structure remains
the same. Those aready using electric pumps might shift to lower horsepower pumps and fedl less
compelled to use backups (such as diesel pumps and generators), if the tariff structure remains the
same.
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Appendix 1.1
The Econometric model

In the previous section, we classified farmersinto four regimes depending on their installed irrigation
capacity and showed how the upper bound on water availability is dependent on the regime to which they
belong. To alow for the possibility that the effect of the various explanatory variables may be different
across these different regimes, it would be useful to estimate a separate short-run profit function for each
regime, r, in the following way:

Mi® = MPy + & r=12...4 (20

where the subsrcipt i indexes the observation number (i = 1,2 .....n), M,° isthe short-run profit function
under regimer, M, is the set of exogenous explanatory variables under regime r (based on the derivation
of the short-run profit function in section | above) and €, is the error term associated with the r' regime.

Several points need to be noted in the estimation of the above equation. First note that the choice of
regime is endogenous so that estimation of above equation by OL S would result in inconsistent estimates.
Note that it follows from our theoretical model that the individual choosesto bein regimer if the
expected medium-run profits from this regime are at least as large as that under the other regimes. To
formalize thisidea, let | denote a polychotomous variable that takes on the values 1 to 4. We observel =
r if the rth regimeis chosen

*

Il =r iff I} > Max I} (=1,2,.4j#1) (12)

)
where, | , denates the expected medium run profit from choosing the rth regime and is given as
|- =Nay+ Ny i=12....n (12)

where N, isthe set of exogenous explanatory variables (based on the derivation of the medium-run profit
function in section | above).

To estimate the model given by (10) to (12) we need to make assumptions regarding the
distribution of the error terms. We assume that €, are distributed as N (0, 0%). We also assume that n,
(r=1, 2, ..4) are independently and identically distributed with type | extreme value distribution with
cumulative distribution function

F(Nr<c) = exp[-exp (-0)]

Let
u= Max | -n, (=12 .4j%r)
It then follows that

l=r iff u < Ny
Therefore, for each choice r, our model now becomes

I-II'S = MI’BF+ 8[’
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where M,°is observed only if u, < N,y. Note that the condition
U<Ny < J(<J(Ny)

where transformations J, ( r= 1,2, ..4) involve the inverse of the standard normal (see Maddalafor details
on these transformations). This suggests that we can get consistent estimates of (3 by atwo-stage
procedure wherein we first get estimates of y ( denoted by y,) by the conditional logit model. Thenin the
second stage we estimate the following equation by ordinary least squares after substituting y, for y

N° = MiBr - opd[I(NY)] /F(Ny) + Vs
where ¢(.) is the distribution function of the standard normal and p; is the correl ation coefficient between
u.and g,
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Appendix I1.2

Availability and Rdliability of Power Supply at Feeder Level

Under adetailed study carried out on four sample feeders in Haryana, using €l ectronic meters with data
logging facilities to record information on voltage and currents, indices related to avail ability and
reliability of availability have been developed. This have been defined as regards to the duration and
characteristics of the three-phase power supplied to farmer. These indices could not be used in the
econometric model because the electronic feeders covered only 4 feeders. However, the daily readings
taken from these electronic meters serve as a more objective measure of power supply conditions and
have been used to validate and complement the data collected on the basis of farmers' recall.

Availability Index

The Availability Index, is defined as the number of hours in a day during which the 3 phase supply is
made available to farmers with respect to the corresponding scheduled number of hours

Total hours of three phase power supply
Availability INdEX = ====mmm e e o
Scheduled number of hours of three phase power supply

Thus, if during the three phase supply, there is no significant difference between the actual number of
hours of three phase supply and the scheduled number of hours period announced by the utility, the
Availability Index would be equal to 1. The index would therefore reflect the overall availability of three
phase supply during the day, irrespective of the time of availability, and assuming that the farmer can
operate the pumps at any time. The higher the availability index the greater would be the number of
hours of supply available to the farmer. Assuming 8 hours per day as the scheduled number of hours of
three phase supply, the Availability Index will vary from a minimum value of zero when no three phase
power is supplied during the day to a maximum value of 3 when the three phase supply is available for 24
hours. However, it should be emphasized that the index reflects availability from the feeder side, as
farmers can’'t have a higher availability than reflected by the index. In case of aloca outage such as a
failure of adistribution transformer, farmers could, however, have alower level of availability.

Reliability of Availability index

Reliability of Availability index is defined as the ratio between the number of hours during which the
power supply was available during the scheduled period of supply and the scheduled number of hours of
power supply by utilities.

Hours of three-phase power supply during scheduled period
Reliability of Availability INdEX = ========mm e e * 100
Scheduled number of three phase power supply

This index attempts to capture the importance attributed by farmers to the reiability of availability of
power supply during the scheduled period, particularly during peak irrigation times. The index aso
indicates the extent to which a particular curtailment policy is being implemented by the utility . The
Reliability of Availability Index would vary between a minimum value of zero when no power is supplied
during the scheduled hours of supply to a maximum of 1 when power is available for the entire scheduled
duration of supply.
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PART II
A. Sampling and Survey Procedures

Metering and survey approaches

1.31 Power supply to agriculture in a state is primarily used for running of pumpsets. However, only a
small fraction of pumpsets is metered (and even then, not very reliably) while the rest are unmetered.
Power supply to pumpsets in the former category is charged as per the meter readings and prevailing
agricultural tariff (subject to a minimum charge) while for unmetered pumpsets, it is charged on a flat
rate. Thereis thus no objective method of determining the actual consumption of power in agriculturein a
State.

1.32 Since pumpsets are by and large not metered, the procedure adopted by the state utility for
assessing the power consumption in agriculture is to determine the consumption of power for industrial,
commercial and domestic sectors (since consumers in all these categories are metered) and subtract the
aggregate consumption of these sectors from the total supply (after alowing for acceptable level of
transmission and distribution (T&D) losses) to obtain the consumption in agriculture. In practice, losses
on account of illegal/unauthorized use and thefts/pilferage (non technical losses) in addition to T&D
losses in excess of acceptable limits are booked under agriculture. This greatly inflates the power
consumption in this sector. The estimates of power consumption in agriculture given out by the state
utility may not therefore reflect the actual power consumption in this sector.

1.33  Power consumption may be estimated on the basis of data of

1. Meter readings collected at regular intervals for aperiod of, say, one year (metering approach),
2. Pump HP and number of hours of power supply per day from farmers using pumpsets in different
seasons over a period of one year (recall survey approach).

1.34 The actual power consumption in agriculture can be estimated by either or both of the approaches
outlined above. The non technical |osses can be estimated by a comparison of the power supplied from a
transformer to the aggregate of power consumed by all the pumps receiving power from that transformer.
Once these two components are known, the T& D losses can also be determined with a reasonable degree
of accuracy.

1.35 Metering is cost and labor intensive, involving as it does the cost of the meter, meter box, meter
installation and manpower for recording meter readings at regular intervals. However, the estimate based
on meter readings is not only reliable but also free from human bias. The other approach based on
farmers' recall is cost and labor conservative but provides estimate of doubtful accuracy asit is affected
by recall errors (on account of time lag) apart from biases of both the investigator and the farmer.

1.36 Data at feeder, transformer and pumpset levels. Power distribution for agriculture sector starts
from the sub-station through 11 KV feeders to transformers which supply it to pumpsets after conversion
to 440 volts 3-phase electricity. For assessing the quantity and quality of power supply, the points of
interest are the sub-station, the transformer and the pumpset. Meters were installed at the sub-station end
of the feeder, at the transformer and at the pumpset levels. A comparison of meter readings at the feeder
and transformer level provides a rough estimate of T&D losses while that between transformer and
aggregate of pumpsets reflects the non-technical losses.
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For the pumpsets, data on actual consumption of power (meter readings) was recorded at given intervals
over a period of one year to reflect seasonal variations in electricity consumption. In addition, data was
collected from farmers on various aspects of quality of power supply, namely, the frequency and
regularity of power availability, number of interruptions, voltage fluctuations, incidence of transformer
burn outs and time taken for their repair/replacement, incidence of burnt motors, etc.

1.37 Data at house hold level._For the households corresponding to selected pumpsets, data were
collected on the following aspects:

i) Use of power for pumping of water and activities other than pumping;
ii) Use of back-up and aternative energy sources,
iii) Direct and indirect costsincurred due to poor quality and availability of power supply,
iv) Pattern of water pumping,
v) Cropping pattern; input use (land, labour and materials), outputs and their disposal, income,
vi) Share of dectricity cost in cultivation cost,
vii) Extent of rainfal and availability of surface irrigation.

1.38 Other irrigation technology options. Power supply in agricultureis available to only a small
fraction of the farmer community in most states. For instance, in Haryana, as against 15.3 lakh operationa
holdings, there are only 3.65 lakh electric pumpsetsi.e. electricity for pumping of water isavailableto
less than one fourth of the total number of farmersin the state. In A.P., the position is even worse, the
corresponding numbers being 93 lakh operationa holdings and 19 lakh electric pumpsets, which means a
mere 20% of the total number of farmers have dectricity connections. It is therefore of interest to study
the efficiency of pumped water by electric pumpset compared to that of other irrigation options. These
are;

i) Use of diesel pump for drawing water,
i) Use of surface (cana/tank) water,

iii) Use of purchased water, and

iv) Use of rain water (unirigated).

These options may be used as stand alone, in combination or as stand by of electric pumpset.

1.39 For a comparison of efficiency of ground water with that of other irrigation options in terms of
costs and returns, farmers were selected in different categories depending upon the irrigation technology
adopted. For the purpose of the study, the irrigation technologies considered are:

1. Use of electric pumpset for pumping of ground water (with or without other sources),

2. Use of diesel pumpset for pumping of ground water (without electric pump but may use other sources),
3. Use of surface water (may use purchased water),

4. Use of only purchased water, and

5. Unirrigated (rainfed).

Apart from comparing the average costs and returns, the impact of power sector reforms on the
technology used for pumping ground water was studied in a multivariate regression framework by
estimating crop-specific input use and output e asticities associated with each of these technologies. It is
useful to examine policy impacts, both in a partial equilibrium and a general equilibrium framework.
Also, estimates of elasticities are of interest not only at the region and state levels but also for different
farm size classes.
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B. Sampling Design for the Study

1.40 Stratification criteria. Apart from power supply conditions like voltage, feeder length, distance of
tubewell from the feeder, pump efficiency, etc., power consumption in agriculture is affected by (i)
cropping pattern, (ii) depth of ground water table, (iii) rainfall, (iv) availability of surface water, etc. All
these factors add to the variability in the consumption of power by farmers. Since the precision of an
estimator of a population character (mean or total) depends not only on the sample size or the sampling
fraction but also on the degree of variability (heterogeneity) of the character among units in the
population, stratification can be effectively used to improve the precision of the estimator. The procedure
consists of dividing the population into a number of groups (strata) so that units within a group are more
homogeneous than those across the groups and draw samples from each group (stratum). Stratified
sampling then provides an estimate of population parameter with a higher precison than that in
unstratified sampling. Stratification has a number of other advantages e.g. it can provide estimates of
parameters for sub-populations/groups of interest, enables us to draw a sample representing different
segments of the population to desired extent, helpsin better organization of the field work, etc.

As for the choice of variable(s) for stratification, it may be done on the basis of study character itself or
on the basis of some auxiliary character(s) correlated with the study variable. For the present study,
stratification was done on the basis of

i) Cropping pattern,

i) Rainfall,

iii) Ground water depth/quality, and

iv) Availability of surface water (canal).

141 Haryana. The state has 13 circles (for power distribution) and 19 districts. Based on the above
criteria, the districts were grouped to form 5 regions so that farming conditions would be similar within a
region as compared to those in other regions. Keeping in view operational convenience for data
collection, particularly from secondary sources, circles were also kept intact while forming regions. The
regions so formed, along with cropping pattern for kharif and rabi seasons, main source of irrigation,
normal rainfall and ground water quality are shown in table H-1.

142 A.P. The state has 23 digricts and these have been grouped into 6 regions on the basis of the
criteria outlined above. The regions so formed, along with cropping pattern for kharif and rabi seasons,
main source of irrigation and normal rainfall are shownin table A-1.

1.43 Sampling Design. Since the objective isto estimate power consumption as also losses (T&D,
unauthorized use, pilferage, etc.), meters have to beinstalled at all the three levels: feeders, transformers
and pumpsets. Also, for assessing non-technical losses, all the pumpsets receiving power from a given
transformer have to be metered. In that case, no sampling of pumpsetsis required. The sampling design
appropriate for the study of these aspects is Two Stage Cluster Sampling with feeders as the first/primary
stage units (PSU) and transformers as the second stage units (SSU), all pumpsets receiving power from
selected transformers are covered in the study.

1.44 If the objective is to estimate only power consumption (and not the losses), which is based on meter
readings of pumpsets, there is no need for sampling of feeders/transformers. Since hilling for use of
power by pumpsets is done by the state utility, a list of pumpsets is normally available at the village
level. The sampling design appropriate for the study of this aspect is Two Stage Random Sampling with
villages as the first/primary stage units (PSU) and pumpsets as the second stage units (SSU). After the
pumpsets are selected (whether by design A or B), the farmers using these pumpsets are contacted for
collection of corresponding data at the house hold level, as outlined above.
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145 For the sdection of farmers using irrigation technologies other than electric pumpset, the
appropriate sampling design is again Two Stage Random Sampling. To ensure comparability of results,
the PSU isthe group of villages served by the selected feeders if pumpsets were selected by design A and
villages if pumpsets were selected by design B. Farmers using a specific irrigation technology are the
second stage units (SSU) in both the cases.

1.46 Thetwo designs (A and B) have their own merits and demerits. For a given sample size of pumps,
the latter provides a more scattered sample of pumps and may thus be considered more representative of
the population compared to that of cluster sampling. On the other hand, it costs more to cover a widely
scattered sample. Regarding the relative efficiency of the former, it is determined by the expression:

1 {1+(M-1) p)

where M denotes the average size of cluster (number of pumpsets on a transformer) and p is the intra
class correlation of units (pumpsets) within clusters. Thus, cluster sampling is advantageous only if p is
negative, that is, the units within clusters are heterogeneous. If this is not the case (i.e. if p is positive),
cluster sampling is less efficient compared to random sampling for the same sample size. Cluster
sampling was adopted to meet the specific need for estimation of non-technical 1osses which would not be
possible with the other design. Also, clustering being done at the second stage of sampling, the relative
efficiency will be only marginally affected since contribution of within PSU mean square to the overal
variance of an estimator is normally much smaller than that of between PSU mean square.

C. Sample Size

1.47 Procedure for determination of sample size. A basic requirement for the planning of asurvey is
the determination of sample size of units or respondents. This is an important decision since too large a
sample would result in waste of resources, while too small a sample would diminish the utility of the
results. Sample size therefore needs to be determined by an objective approach so as to estimate the
parameter of interest with desired level of precision. For this purpose, we need to specify i) the margin of
error in the estimate, ii) the coefficient of variation (CV) of the character in the population and iii) the
level of confidence with which we want to ensure that the estimate would lie within the acceptable margin
of error. It is usually more convenient to specify the margin of error relative to the population value aso
known as the relative error ‘r’ of the estimate and the level of confidence in terms of a small probability
o. The sample size for arange of values of CV, ‘r' and level of confidence corresponding to a = 0.05 and
0.01 are presented in table-1 below:
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Table2 - Sample sizefor different valuesof CV and relativeerror ‘r’

Relative o =0.05 a=0.01

error Vaues of CV Values of CV
‘r 02 03 04 0.5 02 03 04 05
0.10 23 52 92 144 40 90 160 250
0.09 28 64 114 178 49 111 197 308
0.08 36 81 144 225 62 140 250 390
0.07 47 105 187 294 82 183 326 509
0.06 64 144 266 400 111 250 444 693
0.05 92 207 369 576 160 359 639 998
0.04 144 324 576 900 250 562 998 1560
0.03 256 576 1024 1601 444 998 1775 2770

It may be seen from Table 2 above that the sample size increases rapidly as the value of CV goes up or
the relative error of the estimate ﬁdecre%d. It may also be noted that the size of the population has no
direct bearing on the sample size.

1.48 Allocation of sample size to different stages of sampling. When the ultimate units (pumpsets,
farmers, etc.) are selected through a two stage design, suitable procedure has to be adopted for the
allocation of the sample size at the two stages of sampling. This can be done on theoretical considerations
based on information regarding size of PSUs, variability of the character under study over the PSUs and
SSUs, etc. However, thisinformation is generally not available and its collection may be cost prohibitive.
In practice, therefore, sample alocation is done on the basis of other important considerations e.g. cost of
the survey and its time schedule, level of precision desired, convenience of field operations, workload
distribution, number of staff available, etc.

The sampling design and sample size of units at different sampling stages for the various technology
optionsin Haryanaand A.P. are discussed below.

D. Haryana

1.49 Survey of eectric pump users. The estimation of power consumption and related aspects (losses,
quality of power supply) is based on meter readings of selected pumpsets (metering study). Data on other
issues and aspects like pattern of water pumping, cost of cultivation and share of eectricity in it,
opportunity cost of power, coping strategies, cropping pattern, input use, output obtained and its disposal,
income from agricultural and non-agricultural sources, water markets, etc. are based on information
collected by enquiry from farmers using these pumpsets (farmers' recall survey).

150 Metering Study. The sampling design adopted for metering study is stratified two stage cluster
sampling with regions as strata, feeders as PSU’s and transformers as SSU’s. All  pumpsets receiving
power from a selected transformer are included in the study. For determining the sample size so as to
estimate the power consumption with reasonable precision, since there is little variability in power
consumption per HP in aregion, it is safe to assume a C.V. of 0.3. Taking the relative error between .06

19 A common example of samples drawn from large popul ations are Exit Poll surveys in which the responses of a
few thousand voters (out of millions) in the state/country form the basis of election results which usually have a
pretty low margin of error (3-5%).
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to .07 for the estimate, the sample size of pumpsets works out to around 120 in aregion or atotal sample
of about 600 ASCs in the state. Since the connected load for agriculture varies substantially among
regions (232 MW in region |, 335 MW in region |11, around 430 MW in regions 4 and 5 and as high as
735 inregion I1), it is desirable to adjust the alocation of total sample size to regions to provide greater
coverage for the regions with higher connected |oad.

1.51 The number of transformers selected for the study works out to bel50, taking the average cluster
size (number of ASCs per transformers) as 4. Also, to maximize the precision of the estimate and to
make the sample as representative as possible, it is best to take as large a number of feeders as possible.
On the other hand, the number should be manageable within the cost and resources available. Keeping
these two factorsin mind, in Haryana, the study monitored 25 feeders and 6 transformers per feeder on an
average. Tabe H-2 shows the sample size of feeders, transformers and ASCs (pumpsets) selected in the
state along with distribution of total connected load, number of feeders and pumpsets, etc

152 Farmers Recall Survey. The table below showsthe categories of farmersin each region. Electric
pump owners were categorized into only electric (first row and first column), electric and diesel pump
(first row and second column), electric and canal (first row and third column).

Sample Classification and Coverage

Sample category Irrigation options considered under sample definition

Own Electric Pump Own Diesel Pump Canal Pur chased water
Electric Pump owner ] ] 0 ]
Non-electric Diesd Pump owner 0 0 0
Non-pump Canal users 0 ]
Non-pump Water Purchaser a0

1.53 Electric pump users (EP). The state has about 3.65 lakh electric pumpsets. The recall survey
covered farmers using the electric pumps already selected for the metering study. This approach is based
on the assumption that feeders are representative of the farming population of Haryana on account of their
even distribution across the state. The assumption is quite reasonable since al villages in Haryana are
eectrified; in fact, avillage may have two or more feeders supplying power to the village.

1.54 Diesd pump users (DP). There are about 2.3 lakh diesel pumps in the state of which a substantial
number (around 15per cent) are used by farmers having electric pumps. Since farmers having both types
of pumps are aready covered in category 1 above, for the purpose of survey, this category would
comprise diesel pump users who do not use e ectric pumps. They may have accessto canal water and may
also purchase water to meet their irrigation requirements. So, the sampling design for the selection of
farmers in this category is stratified two stage random sampling with regions as strata, group of villages
served by a selected feeder as PSU and farmers as defined above in the group of villages as SSU. For this
purpose, villages served by selected feeders are completely enumerated and farmers classified according
to irrigation status so as to prepare lists of SSUs for each category of farmers for each selected feeder.
From this list, the ratio, rq;, of farmers using diesel pumps but no electric pumps to the total number of
farmers using diesel pumps is obtained for each region. The total sample size of farmers in this category
is taken as 250 and this is allocated to regions broadly in proportion to the product of total number of
diesel setsin aregion with corresponding rq. The alocated sample size for aregion is divided equally for
the feeders in the region. The allocated number is selected randomly from the list of farmers in this
category. For instance, if the allocated sample size for region 1 (with 4 sample PSUs) is 50, 12 farmers
are randomly selected from each PSU and the remaining sample size of 2 farmers is selected in some
other region such that the total sample over al the regionsis as close to 250 as possible.

1.55 Canal water users (CW). Cana water users are those who primarily use canal water for irrigation.
For the purpose of survey, this category comprises cana users only (farmers who do not use any pump
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although they may purchase water to meet their irrigation requirements). A list of canal water users only
is prepared by complete enumeration of villages (asin 1.5 above). The sample size for canal usersonly is
also 250. Since the total number of farmers in this category for aregion is not available, the sample size
of 250 is alocated to different regions broadly in proportion to the total number of farmers in this
category as per listing based on complete enumeration of selected PSUs in aregion. The allocated number
for aregion is then randomly selected after dividing it equally over the PSUs in that region as in 1.54
above.

156 Water purchasers (WP). Water purchasers are those who irrigate their land but do not have any
source of irrigation (pump, canal) and their irrigation requirements are met from purchase of water from
other farmers. Since charges for electricity used for running pumpsets are levied at flat rate and not on the
basis of actual power use, sale/purchase of water is more likely in areas where use of electric pumps is
prevalent. A list of water purchasers is prepared by complete enumeration of villages (as in 1.54 above).
The sample size for this category of farmers is aso 250 to be randomly selected after alocation to
different regions as described in 1.55 above.

157 Farmerswith unirrigated (rainfed) holdings (RF). Apart from farmers adopting one or the other
irrigation technology option, some farmers do not have any access to water for irrigation and have to
depend upon rain for growing crops. Farmers in this category have to decide upon the cropping pattern
and input use in order to maximize the output under total irrigation constraint. Agricultural practices of
these farmers will normally not be the same as those of farmers having a part of their land irrigated since
farmersin the latter category are assured of output from irrigated land and therefore may not optimize the
input use for the rainfed part of their holding. For the purpose of fitting of econometric model under
partial equilibrium, some representation needs to be given to this category of farmers also. Accordingly,
from the list of farmers with rainfed holdings available from complete enumeration of villages (asin 1.54
above), a sample of 150 farmers is randomly selected after allocation to different regions as described in
1.55 above.

The sample description and sample size for various technology options are given in Appendix 2.1
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Weighting Procedurefor Haryana

1.58 After taking random samples from the mutually exclusive categories of farmers as above, we have
to use appropriate weighting factors for aggregation of sample values to the region or the state level. For
this purpose we need to have total population figures for each category asindicated in the table bel ow.

Total Total
SampleSamplePopulation  Population ~ Weight
Feeder 1
‘mof elec. ‘n ofeec. N of eec. N of elec. Elec. pumps
Elec.users pumpsinF1 pumpsin pumpsin F1 pumpsin represented by
region region 1 sample case

‘N of diesel ‘n" of diesel Nofdiessl Nofdese  Diese pumps
Diesel users pumpsinF1 pumpsin pumpsin F1 pumpsin represented by

region region 1 sample case
‘mofcana ‘n of cana N of canal N of canal Canal users
Canal users usersinFl  usersin usersinF1  usersin represented by
region region 1 sample case
Water ‘n of water ‘n’ of water N of water N of water ~ Water
purchasers  purchasers  purchasersin purchasers  purchasersin purchasers
inFl1 region inF1 region represented by
1 sample case
Dry land ‘n" of dry ‘n’ of dry N of dry N of dry Dry land
farmers land farmers land farmers land farmers land farmers farmers
inFl1 inregion inFl1 inregion represented by
1 sample case

For canal users, water purchasers and dry land farmers, N of usersin the region is not available. Thisis
estimated by the proportion of usersin the total number of farmers for the sampled feedersin aregion. N
of users of F1 (out of which ‘n” will be sampled) for any category will be available by a complete
enumeration of villages served by the selected feeders.

159 Tariff Cost Computation. The tariff cost for electric pump ownersin this study was computed in
the following way. Around 94% of dectric pump owners in the sample reported paying on the basis of
flat rate (ORG, Attitude Survey Report). For the calculation of the flat tariff amount per farmer, the
district wise official tariff rate per HP was multiplied by the electric HP reported by the farmer== This
tariff cost imputation may differ from the actual amount paid by farmer because of several reasons:

»  TheHPreported by farmer in the survey might be different from the HP in utility records on the basis
of which the tariff cost is actually assessed.

™ The district wise official tariff rate was calculated on the basis of groundwater depth recorded for maximum
number of wellsin each district. The information on groundwater depth was taken from the above-mentioned survey
in 1998, which formsthe basis of utility assessments of tariff rates.
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»  There might be someillegal connections for which the farmer bears very little cost (in form of bribes)
or no cost at all.

* Very often farmers do not pay the full amount duein any payment cycle. Payment arrears often
accumulate over time. Although default of payments often result in disconnecting the supply, the
exact policy hereisnot clear and probably depends alot on the discretion of the field staff. There
have been instances where politicians have forgiven part or whole of past arrears.

» Thedistrict wise official rates as cal culated above are an approximation and might differ somewhat
from the actual rate assessed at each patwar level. It isnot clear exactly asto how the utility staff
apply therates at the field

E. AndhraPradesh

1.60 The objectives of the study in A.P. are similar to those in Haryana except that no estimation of
losses (T&D, non-technical) is undertaken. During the last 2-3 years, meters were installed on 10 electric
pumpsets in each mandal. Although some of the meters were not functional and in some mandals, meter
readings were not recorded regularly, data for about 70 per cent of the meters were reported on a regular
basis. This greatly facilitates planning and data collection work under the present study.

1.61 Asin Haryana, estimation of power consumption and related aspects is based on meter readings
(metering study) while data on other items and aspects were collected by interviewing farmers (farmers
recall survey.) These data include: water pumping patterns, cost of cultivation and share of electricity in
it, opportunity cost of power, cropping pattern, input use, output obtained and its disposal, income from
agricultural and non-agricultural sources, water markets, etc.

1.62 The categories of farmers to be selected in A.P. were the same as defined above for Haryana. The
sampling design was a stratified two stage random sampling design with regions as strata and villages as
primary sampling units (PSU). For the second stage, the sampling unit depends upon the irrigation status
of the farmers in selected villages. Accordingly, the villages were completely enumerated and lists of
farmers were prepared for each category (ASC, diesdl pump user, canal user, water purchaser, dry land
farmer). Selection of units at both the stages was done with equal probability without replacement.

1.63 Power consumption of pumps in aregion of A.P. based on meter readings is likely to show greater
variability than that in Haryana on account of much wider coverage and a larger variety of crops being
grown in the state. One can assume a value of C.V. as 0.35 for the ASCs in a region (as against 0.3
assumed for Haryana). Taking the relative error as .07 and a confidence level of 95%, the sample size of
ASCs comesto 150 for aregion and the total sample for the state as 900.

1.64 For determining the sample size at the two stages of sampling, one can adopt either of the two
approaches outlined earlier viz. minimum cost for fixed variance or minimum variance for fixed cost. The
optimum sample size of ASCsin avillage is then obtained on the basis of ratios of ¢, : ¢, and S2:S2 In
A.P., the cost of travel, ¢, is much higher than that of data collection, ¢, for an ASC. Also, within PSU
mean square, S2 s larger than between PSU component, S2 Taking these two ratios as 8 and 4
respectively, the sample size of ASCs in a village comes to 6, giving the total sample size of villages as
150. For operational convenience as also for maximising the precision of the estimate, the sample size of
150 villages was allocated to the regions (strata) broadly in proportion to the gross irrigated areain a
region. The allocated number of villages were then randomly selected in each region. In a selected
village, 6 ASCs were randomly selected from the total number of ASCs in the village. For selection of
farmers in the other categories, in each selected village, 2 farmers were taken in each category except for
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cana users for which the sample size is 3 farmers per village. The allocated number of villages and the
number of ASCs/farmersin different regions are given in table A-2.

The sample size may be dlightly higher on account of joint use of selected electric pumps. The sample
description and sample size for various technology options are given in Appendix 2.1

1.65 Metering Study. Meterswere ingtaled on al the ASCs selected as above and power consumption
was estimated on the basis of meter readings taken at regular intervals. In case the number of ASC in a
selected village was less than the number to be sampled, all the ASCs in the village were selected and
the shortfall was made up by augmenting the sample in villages with larger number of ASCs.

166 Farmers Recall Survey. The selected ASCs as also farmers selected in the other categories were
covered in the recall survey. Shortfall of sample size for any category of farmers in a selected village, if
any, was made up by augmenting the sample size in other villages with larger number of farmersin that
category. Data on various items and aspects were collected as in Haryana. Information similar to the
table for Haryanais required for weighting of the samplesto obtain average at the region and state level.

1.67 Estimation of mean and its variance. After collection of data (meter readings, farmers' recall),
the average/total of the parameter of interest and its variance/S.E. have to be estimated using appropriate
statistical procedure. This obviously corresponds to the sampling design used for selection of PSUS/SSUs
and the sample size of units at different sampling stages. While the estimation procedure for two stage
random sampling is available in any standard text, the procedure for two stage cluster sampling
(clustering being done at the second stage) is not readily available in the literature. The appropriate
expressions for obtaining an unbiased estimate of mean and its variance for two stage cluster sampling
has been developed. The corresponding expressions for the two design are given in Appendix 2.2. The
terminology used and detailed estimation procedure for the estimates of mean and variance at the region
and state levelsfor the two designs are given at the end of this section.
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TableH-1 - Formation of regions based on agro-climatic and irrigation parameters- Haryana

Cropping Normal
pattern rainfall Water
Region District Kh. Rabi CINC (mm) quality
I Ambala R w NC 1080 F@
Panchkula R w NC 1080 F
Yamunanagar R WS NC 1090 F
Il Kurukshetra R W NC 440 F
Kaitha R w Both 570 FM
Karnal R W Both 570 F
Panipat R w Both 550 FM
I Jind RC WO Both 410 FM
Sonipat R w Both 600 FM
Rohtak JCR WO Both 500 M
Jhajhar Both 500 M
IV Faridabad JB WO NC 510 FM
Gurgaon B wO NC 550 FM
Rewari B WO NC 480 FM
M.Garh B WO NC 480 FM
V  Bhiwani C WO C 440 MS
Hisar C WO C 410 MS
Fatehabad C WO C 410 MS
Sirsa C WO C 260 FM

Source: Handbook of Statistics, Directorate of Economics & Stattistcs, Haryana

@ : Tanwar B.S,, Inland salinity & challenges on water quality management in Haryana, Proc. of International
Specialised Conference on water quality and its management, New Delhi.

Abbreviations used:
Crops. R-Rice, W -Wheat, B - Bgjra, J- Jowar, S- Sugarcane,
O - Oilseeds, C - Cotton,
C/NC - Command / Non-command
Water quality: F - Fresh, M - Marginal, S- Saline

Note: As against 19 districts in Haryana, there are 13 Electricity Circles. Thus, Panchkulaisin Ambala, Kaithal is
part of Kurukshetra circle, Panipat is in Karnal circle, Jhgjhar is in Rohtak, Fatehabad in Hisar and Rewari &
Mahendargarh together form Narnaul circle.
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TableH-2 - Connected load and sample size for metering and survey - Haryana

Connected Number of
load (MW) No.of Pumpsets No. of feeders  No. of selected
Region District Tota  Av. Villages Elec. Diesel$ Total Selected T/F  Pumpsets
I Ambala 232 0.97 1338 38352 16819 240 4 25 82
Panchkula (240)
Y amunanagar
1 Kurukshetra 735 1.23 1273 143748 42112 593 7 35 219
Kaithal (593)
Karnal
Panipat
I Jind 335 0.97 1022 42073 85591 344 4 21 113
Sonipat (344)
Rohtak
Jhajhar
IV Faridabad 434 0.78 1870 91203 23055 556 5 25 114
Gurgaon (556)
Rewari
M.Garh
V  Bhiwani 422 0.87 1256 49667 58271 484 5 34 71
Hisar (484)
Fatehabad
Sirsa

Tota 2158 097 6759 365043 225848 2217 25 140 599
(2217)

$ - Pertains to 1995

Note: 1. Figuresin parentheses are the number of outgoing feeders.
2. The number of transformers and ASCs would be determined after selection of feeders. The total sample
of ASCsin the state is proposed as 600.
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Table A-1 - Formation of regions based on agro-climatic and irrigation parameters -

Andhra Pradesh
Normal
Cropping pattern Source of rainfall

Region District Kh. Rabi irrigation (mm)

| Srikakulam RG P C (88)*1100
Vizianagaram RG P C (82 1160
Vishakhapatnam RS G P C(73) 1100
East Godavari R RP C (8L 1180
1 West Godavari RS R CT (67) 1080
Krishna RSCP RP C (86) 1030
Guntur RCP P C (86) 900
Khammam RCP JRP CT (61) 1050
Il Prakasam RCP RP CT (53) 760
Nellore R RPG CT (63) 1000
Chittoor GRS RG TC(63) 910
IV Cuddapah GRC GR TC(72) 700
Ananthapur GR RJG TC (68) 530
Kurnool GCR JGPR TC (51) 630
V  Mehbubnagar JGRPC RIG T (82) 750
Rangareddy JPRC RJ T (85) 810
Hydrabad 810
Nalgonda RPCG RJG TC (56) 740
VI Medak PRJSC JRP T (78) 960
Nizamabad RSPC RJG TC(71) 1080
Adilabad CPJR JP CT (53) 1040
Karimnagar RCP RG TC (67) 950
Warangal RCP RGJ TC (70) 1050

Source: Season and Crop Report, 1996-97, Directorate of Economics and Statistics, Andhra Pradesh

Abbreviations used:
Crops. R-Rice, G- Groundnut, S- Sugarcane, C - Cotton, J- Jowar, P - Pulses
Source of irrigation: C - Canal, T - Tubewell

Note: 1. Crops shown under cropping pattern are main crops with area more than 3.5 lakh ha. in the state.
2. Second source of irrigation is shown if it commands over 25% of irrigated areain the district.
* - Figuresin parentheses are percentage of areairrigated by major irrigation source.
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Table A-2 - Connected load and sample size for metering and survey -
Andhra Pradesh

Connected Number of Gross Sample size
load (agri) No. of Pumpsets irrigated for survey
Region District MW  Mdl Vill. Elec. Diesd area('000ha) Vill. ASC Farmers*
I Srikakulam 3313 173 7593 79909 8766 988.9 23 138 207
Vizianagaram
Vishakhapatnam
East Godavari

I West Godavari  713.4 199 3573 164261 14289 1633.4 35 210 315
Krishna
Guntur
Khammam

11 Prakasam 1000.6 168 3579 300549 24254 782.6 22 132 198
Nellore
Chittoor

IV Cuddapah 869.1 167 2704 208773 9683 567.9 20 120 180
Ananthapur
Kurnool

V  Mehbubnagar  1274.8 164 3472 356687 25762 595.2 20 120 180
Rangareddy
Hydrabad
Nalgonda

VI  Medak 1809.6 239 5692 681044 18887  1214.3 30 180 270
Nizamabad
Adilabad
Karimnagar
Waranga

Total 5998.8 1100 26613 1791203 101641 5782.2 150 900 1350

* - In each village, 6 ASCs and 9 other farmers (3 surface water users and 2 each of diesel pump users, water
purchasers and dry land farmers) to be randomly selected from lists prepared by compl ete enumeration of the
selected villages.
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Appendix I1.1

Irrigation Technology Options, Sample Description and Sample Size

Sample size
Irrigation Technology Option Sample Description Haryana A.P.
1 Electric pump only (EP) | Electric pump users 600 900
2. Electric and diesel pumps (EDP) | with or without diesel pump,
3. Electric pump and surface water | surface water, purchased water
4. Electric and diesel pumps and |
surface water
5. Diesel pump only | Diesel pump users 250 300
6. Diesel pump and surface water | with or without surface water,
purchased water
Surface water only Surface water users 250 450
(without any pump) without any pump, with or
without purchased water
Water purchasers Farmers irrigating land with 250 300
no source of irrigation
Dry land farmers Farmers with entire holding 150 300
(unirrigated holdings) uniirigated

Total Sample 1500 2250
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Appendix I1.2

Procedure For Estimation of Mean and Estimate of its Variance
1. Stratified two-stage cluster sampling design

In Haryana, the design adopted for estimation of power consumption in agriculture is stratified two stage
cluster sampling. The state has been divided into 5 agro-climatic regions, which constitute the strata.
Agricultura feedersin aregion are the primary sampling units (PSU) and transformers on afeeder are the
second stage units (SSU). All the pumpsets (P/S) receiving power from a selected transformer will be
taken for the study.

Since the number of pumps varies from one transformer to another and, similarly, the number of
transformers varies over feeders, the sampling units at both the stages of sampling are of unequal size.

Estimates of parameters of interest may be obtained at the region level and these may then be aggregated
using appropriate weights to obtain estimate at the state level.

The procedure for estimation of mean power consumption per pump of a pumpset and the estimate of its
variance is described below. A similar procedure is adopted for estimation of other parameters of interest.

For agiven region (stratum), let N denote the number of agricultural feeders and M; the number of
transformers on the i feeder with corresponding sample values being denoted by n and m. Let L;; denote
the number of pumpsets receiving power from the ] transformer on the i feeder (i=1, ..n, j=1, ..m for
the ssmpleand i=1, ..N, j=1, ..M; and k=1, ..L;; for the population).

Thetotal number of SSUs in the population, Mo, is given by
N

Mo=N M where™ M = 1/N(ZI_I\1/Ii) :

L et yjjx denote the power consumption per pump of the k™ pumpset of the (i,j) " transformer.
The average pOV\I/_er consumption per pump of the (i,j)" transformer is given by

Y = UL ( szijk )

Then the average consumption per pump for the i feeder is given by

i =Um, J_mé il L) Vi,

where”L; isthe average number of pumpsets per transformer of the i feeder and is given by

Mi

“Li=Ljo /M; whereLj=2 I—ij
j=1
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The average consumption per pump for the region is given by
y=1U(nLy) ZLoyi =UnZ Uy,
i=1 1=1

N
WhereUi:Liol_Lo and _Loz /N Z Lo
=1
The estimate of the variance of "y isgiven by
0 n
V(y)=(Un-1UN)s’+(UnN) ZU? (Um; - UM;) s°
i=1

n
where s’ =UNDZ (U yi-y)?  ad
i=1

mi

%= 1(m; - 1) zj:g(l-ij/_l-i)_yij -Tyi)?

To obtain the estimates of average power consumption per pump and its variance at the state level, the
corresponding estimates for different regions are aggregated using appropriate weights. The weight for
the h" region is given by

Number of electric pumpsetsin the " region
wp = [T =L/ Lo
Number of electric pumpsets in the state

5
where  Lo= Z Ly and Ly isthe number of electric pumpsetsin the h™ region.
h=1

The average consumption per pump Ys, for the state is thus given by

5
Vs = ZWh Y
h=1

where y,, isthe average power consumption per pump in the h™ region.
The estimate of its variance is given by

O 5 g
V(ys)= E_I/th V(yn -

To estimate the total power consumption in the state, we note that the corresponding estimate for the h™
region is given by

U

Yh=Ch ¥n

where the weighting factor, C,, is based on the number of pumps for the h™ region
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The estimate of its variance is given by
O 0O 0
V (Yn)= G2V (yn).
O
The aggregates of Yy, and the estimate of its variance over the regions provide the corresponding estimates
at the state level.

Although the total number of electric pumpsets in a region Ly, is available for each region, the tota
number of farmers (SSUs) for some of the other categories like canal users, water purchasers, etc. may
not be available for each region. In this case, the total number of SSUs in a category is estimated on the
basis of its proportion in the selected PSUs in aregion as follows:

D nn
Lo = 2 Ln/2Fy
]

where Ly; is the total number of SSUs belonging to a specific category in the i PSU of the h" region and
F, is the correspondingly the total number of farmersin thei™ PSU of the h™ region.

To obtain the estimates of the mean and variance of the character under study for the state, the weighting
factor for the h" region is given by
o , 0O
Wh = LhO/ 2 I—hO .
h=1



2. Stratified two-stage random sampling design

Asin Haryana, the state of Andhra Pradesh has been divided into 6 regions which constitute the strata. In
a region, villages are the primary sampling units (PSU) and ASCq farmers are the second stage units
(SSU). For aregion let N denote the number of villages (PSUs) and M; the number of ASCgfarmers
(SSUs) in the i" village with n and m; denoting the corresponding sample values. (i=1, ..N, j=1, ..M; for
the population and i=1, ..n, j=1, ..m; for the sample). Let yij denote the power consumption per HP for the
j™ pumpset in thei™ village. Then y, the estimate of average power consumption per HP is given by

n mi N
_y =Jj(n_M) ZMi_yi where _yi:]jmiZyij and M = ]JNZMi
i=1 =1 i=1
n
= UnZ Uiy where Ui= M;/ M
i=1

The estimate of the variance of 'y is given by

O n

V (y)=(1/n-1UN)s?+(UnN) ZU? (Um; -1UM;)s?
i=1

n
where $2=2(n-1) = (Ui yi- y)? and
i=1

mi

5% =1/(m; - 1) jZ:l( Vi vi)?

In the above procedure, it is assumed that M, the total number of pumpsetsin avillage, is available for all
the villages (PSUs) in aregion. If thisis not the case, we may use M’ in place of M where M’ is given by

n
M'=1/nZ M;.
i=1
To obtain the estimates of average power consumption per HP and its variance at the state level, the
corresponding estimates for different regions will be aggregated using appropriate weights as described
above.

The estimates of the total power consumption and its variance at the state level may also be obtained by
following the corresponding procedure described above.



