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1. Introduction
Historically, people have moved from one place to another. With the advent of capitalism, migration of people has been assigned an important role in initiating growth and development of an economy. One can identify two broad classes of migrations in this period. One class of migrants has moved out of the dominant agrarian/traditional economy to meet the demand for labor outside the village of origin (it could be to industry but in India it could also be within agriculture) with an intention to sell their labor power. These migrants are generally identified as labor migrations. The second class of migrations are from the rural–agricultural sector to rural-agricultural sectors in other areas with interest to organize production in the area they have migrated into and these migrations are identified as peasant migrants.  These migrations are generally to use underexploited land resources at the destination and/or use the knowledge they acquired on the production process to organize production and derive income. In the early phase of capitalism, the British were attracted to America by land, to Asia by trade and Australia because it was barren.  In some areas they introduced crops like Tobacco, tea, sugar, rubber and other plantation. An unintended consequence of these migrations is the introduction of modern institutions in the local economy. Peasant migrations, “.. both spontaneous and forced, involved land settlement can be, and often is, a positive force in agricultural development. It can lead to an increase in food and agricultural production to keep pace with population demand, but also to increases in productivity of land or labor or both.” (Mollett (1991), p-2). On the one hand, peasant migrants introduce “..new  ideas about farming and food into their new home land” (Mollett (1991)). There have been micro studies on these migration processes but the extent of these migrations are very low compared to the productivity differences. This led to the question: are there large non production costs or transaction costs incurred by the migrant as well as the local population due to the migration process? If one assumes peasant migrations are due to land productivity differences between places, why are peasant migrations so low in less developed economies like India when there are large land productivity differences
?  Do the peasants face significant non production costs which constrain the process of peasant migrations? In this paper an attempt is made elucidate the nature of non production costs faced by the peasant if they want to migrate with an intention to organize production. 

In the last century, Andhra Pradesh economy has witnessed voluntary migrations of peasants from the coastal districts to various parts in the state as well as outside the state
. In the colonial period, peasants from these areas had migrated to the agency areas (Rao (1986)) as well as to various places in the present Telengana districts. In the post colonial period, peasants from these coastal districts have migrated to the command areas of Hirakud in Orissa (Tripathy (1987)), Tunghabadhra in Karnataka (Nagaraju (1990)), K-C canal in Andhra Pradesh (Maddulety (1989)), and Nagarjuna Sagar in Andhra Pradesh (Vijay (1998)). In addition, the peasants from this area have also migrated to the non command areas of various districts of Telengana
. These coastal districts are various described as developed/high growth/market oriented districts while the areas where these migrants have moved into are generally described as less developed/low growth/ dominated by traditional sector. These peasant migrants move to the less developed pockets and want to organize agricultural production in these areas unlike labor migrants who move towards the developed area
. Given the differences in the context between the village of origin and destination for the peasant migration there is a necessity to identify different economic spaces. The economic space is identified here by the humanly devised rules and regulations to structure exchanges. Given that peasant migrations are from one economic structure/space where the institutional structure is market oriented to another structure/space where the institutional structure/space is personalized exchanges, the paper proposes the transition involves a transition costs to the individuals and also a social cost. Some of these costs are faced by the individuals (the migrant as well as the local cultivator who sells land) and another component is social costs. The social costs arise as the migrant de-stabilizes the ‘quasi-equilibrium’ the village is in before the entry of the migrant. These costs involve transition from a traditional economic space to a market oriented economic space.       
Analyzing transition costs for peasant migration have multiple problems. One, peasants may have an intention to migrate but due to the high transition costs their intention might not be realized. So if one analyses the set of households who have migrated the sample may be biased and one may get an underestimate of the transition cost. Two, if one studies the village which have witnessed peasant migration the sample will have households who are successful in their migration experiment. Individuals who have migrated but due to some reasons have reverted back to their village of origin are not part of the sample or the sample is biased with the successful cases only represented in the sample. This paper is based on micro studies on peasant migrations to understand peasant migrations. 
2.  Economic Space and identification of two alternate spaces:
The theoretical literature on migrations contextualize migrations in a dualistic framework with the analysis of one class of migrants, namely, labor migrants from the Traditional/ agriculture to a modern/industrial economy (Lewis(1954), Todaro(1969), Lucas(1997)). This literature analyzes either the cause of labor migrations or the consequences of these migrations on the process of transformation to a modern economy. The dual structures are the rural/agriculture and urban/industry. Two important features of these models are: one, migration models analyze only one class of migrations which are labor migrations from traditional –agriculture to modern industrial sector excluding from the study other forms of migrations. Two, the models do not define the traditional sector but identify the sector in terms of the implications. A follow out of this framework is that migrations within agriculture are not a major issue for analysis or is visualized as a case of simple resource re-allocation within the sector. Here a tentative attempt is made to identify the characteristics of traditional and modern economy. 
Economics is the study of choices individual makes in the arena related to production of goods and services. The choices are made in a context in which the individual resides. The context provides the alternatives existing for the individuals to take part in the production process as well as restricts the choice set of the individuals. The context is the humanly devised behavioral rules that govern and shape the interactions of human beings, in forming expectations on what other people will do. The set of rules to access resources and the do and don’t in their interactions facilitate individuals to navigates through to organize economic activity is defined here as the economic space. In the terminology used in New Institutional economics, the economic space is the institutional environment in which the individual resides. 
Importance of Economic Space: 

Before moving to the issue of functions of the economic space one needs to address a question: why is economic space important for analysis? Here three reasons are provided for the introduction of economic space while studying decision making of individuals.

Let us consider an economy with inter-dependencies between individuals. The inter dependency between individuals generate costs to exchanges or what is identified in the literature as transaction costs. The economic space reduces these costs of exchanges by defining rules and regulations to structure exchanges. If one considers an economy that consists of individuals, a la Robinson Crusoe, these individuals will not enter into exchanges with each other and there is no need for identification of an economic space
. Inter-dependency of individuals, in production arena, can be visualized for the acquisition and transfer of resources (knowledge and other resources need for production) in the economy. There are transactions costs involved in the acquisition of the resources as well as for the transfer of the resources and the institutions in an economic space provide mechanism to handle the costs so that households enter into exchanges to access these resources. Past knowledge on production is essential for the organization of present production. There is a need to transfer the knowledge so that the present production can take place. If knowledge is embodied in individuals, this knowledge needs to be orally transferred or the individual with the knowledge must write it down to transfer the knowledge to the next generation. If other primary resources essential for production are unequally distributed between individuals then the individuals with asymmetric scarcities have to enter into exchanges to organize production. These households need to have information on the property rights regime, distribution of resources and also a mechanism to access these resources. The economic space reduces the transaction costs arising due to inter-dependency between agents by providing rules and regulations on specification of property rights, coordinating mechanism and contract enforcement. Given these rules and regulations individuals engage in production related activity. 

At the start of each production period, individuals can define the rules and regulations to structure exchanges in that period. But in that case there will be a large repetitive transaction costs for establishing the rules to structure exchanges. Individuals have to large repetitive costs in each period to set up the rules to structure exchanges. These costs can be reduced if individuals formulate rules and regulation which can exist for some period of time. So rules to structure exchanges have relative time invariance. (A simile is that to measure anything, the measuring instrument should be given/fixed, if the measuring instruments itself is variable, measurement lands into problems.). So the individuals must consider the institutional arrangements in the economic space to be give/fixed and only then can they make choices. The individuals not only assume a given economic space but also assume that the space have a relative time invariance. Given that the economic space has time invariance, it will have influence on the decision making of the individuals. In other words, the individual is born into an economic space or what Bharathi calls it ‘born into a collective’ or what D.C. North calls the Institutional environment or in the words of Marx ‘it is not the consciousness of men that determines their being, but, on the contrary, their social being that determines their  consciousness” (Marx (1968)).

When the economic space sends a signal to the individual, the individual’s sense perception must identify the signal and also interpret the signal. The identification and processing the signal by the individual necessitates a mental model of the individual on the economy/society. The model on the economy/society is transmitted from one individual to another individual (inter-generational transfer) within an economic space.  If one defines culture as the sharing of the mental models through interaction between people, then the economic space also has a role of transferring the mental models of interactions (North (2006).  

Functions of Economic Space:

The economic space can be seen to play three roles

a) Property Rights Regime in an Economic Space:

For any resource/good, with a capacity to satisfy some needs (directly or indirectly) of individuals i.e., having utility to individuals and is scarce, individuals will attempt to establish property rights on the resource/good. The usefulness of a resource is a necessary condition for the establishment of property rights but for the individual to derive benefits from the useful-scarce resource, other individuals also need to recognize this rights of the individual or there is a need for reciprocal recognition of rights for the property rights to be of any use. This will imply that the individual’s rights on the resources have to have collective sanction. In other words, property right is the humanly devised rules on the rights of individuals on resources. There are two components on property of individuals on resources. One, individual wants to established rights on the resource as they are useful and scarce and two, the individual right have to be recognized by other individual (or has to be reciprocal) implying it has to have sanctity by the collective. 

It is common to distinguish three types of rights of individuals on resources in the property rights literature [Eggertsson (1990)]. First, there are rights to use a resource (refer to them as User Right), the right to earn income from an asset and exclude other from the use of the resource (refer to them as ownership right) and right to trade the resource (referred to as tradability right)
. One can conceive of different forms in which individuals can have property (called here as property right regime). In one class of Property Right Regime, individuals can have only user right on resources (example tribal societies), in other regime they might have user right on resource as well as ownership right (settled – peasant agriculture) and a third regime can be one where individual have user right, ownership right and tradability right (market economy). So it is possible to conceive alternative rules of property on resources.   
b) Coordinating mechanism among individuals in an Economic Space:

Given that there are some households with relative abundance of some resources and some households have relative scarcity of these resources there is a need by these households to enter into exchanges. But for the exchanges to fructify there must be a mechanism through which the individuals can transfer the information on their relative scarcities to the other individuals. Actual exchanges presuppose the existence of mechanisms for the transfer of this information. The mechanism could be a based on market or personalized exchanges between the individuals. But these mechanisms of information transfer are the rules and regulations created by human beings so that they can transfer information and enter into exchanges. The mechanism or the rules and regulations of information transfer between the individuals can be identified as a function of the economic space. 

Let me illustrate the above. Organization of production needs access to knowledge and other resources needed for production. Let us first consider the knowledge as a resource. Knowledge on the organization of production is the technical knowledge on the process to be implemented for production to be realized. This process include various operation to be done, the timing of the various operations, if there is an aberration in the practice what is the corrective mechanism etc. To give an illustration in agriculture, if an individual makes a choice to cultivate a crop say paddy, the individual must know when to till the land (timing as well as the depth of tilling), when to plant the seeds, when to transplant the sapling if individual is using HYV seeds, when to weed and lastly when to harvest the crop etc. All these operations reflect decisions that the individual have to make. The process in which an individual access this information depends on economic space in which they reside. If the individual reside in an economic space where the transfer of this information is via a market, the individual can access this information in the market. If the economic space has the dominance of personal exchanges the methods to access this information has to personalized exchanges like inter-generational transfer. The economic space defines the method of acquisition of knowledge and its transfer.

The non knowledge based resources needed for production are the primary inputs like land, labor, and instruments as well as other resources like seeds, improving soil nutrients etc. If one assumes even simple division of labor or specialization in the economic space, the distribution of resources, the nature of property rights of individuals on the resources and methods to access resources plays an important role in organization of production. The economic space provides information to individuals on the nature of property rights and the methods of transfer of these resources.   

c) Contract enforcement mechanism in an economic space:   

Individuals need rules or regulations to be able to navigate in the economic space and organize production. Given that the rules and regulations are for all members in the economic space there is a need for the rules to be in the public domain or all the individuals need to know the rules. In addition, if there is an outlaw there is needs to be able identify the outlaw and a contract enforcement mechanism. The enforcement mechanism can be formal mechanism or informal mechanism. 

The economic space defines a set of rules and restrictions in which the individual have to navigate in and make choices The set of rules defines rights of the individuals in the collective on the resources, the methods of transfer of these resources or incentives mechanism for exchanges, methods of contract enforcement and also to identify which activities are outlaws and the punishment mechanism for the outlaws. Another way of visualizing economic space is to see it as a tool reducing the transaction costs and it also functions as a coordination mechanism to organize production. The reduction of transaction costs are due to specification of property rights of the individuals on resources as well as the distribution of the resources. The second role of economic space is the provision of incentive mechanism to engage in production activity
. 
Traditional and Modern Economic Space
If individuals face scarcity of any resource for production they enter into exchanges/competition with another individual who do not have the same resource as a scarce resource. Then the individuals may enter into exchange. . If all the individuals face the scarcity for the same resource there can be no exchanges. For scarcity to function as an organizing principle there must be some households who face scarcity for a particular good/resource and some households who do not have the scarcity for the same good/resource. In addition, the overall economy should also be facing scarcity of the particular good/resource. This necessitates exchanges or institutional arrangements / contracts between individuals. There are a variety of institutional arrangements like long term contracts that can handle the incentive problems in the exchanges. But these institutional arrangements are in a context of institutional environment/economic space. There could be differences in the economic space in which individuals resolve their scarcities. These differences are due to one important resource being identified as the constraining resource to production. This is identified by North (2006) when he says that relative scarcity of resources is important in the formulation of institutional arrangement and environment while Bharathi (2010 a) call it a decisive scarcity in the system. Individuals in an economic space face multiple scarcities but one scarcity become important scarcity influencing the exchanges in the system. Here an attempt is made to present two economic spaces in terms of the above arguments. The two spaces are generally identified as the modern/capitalist and the traditional/pre-capitalist economic spaces. The existing literature analyzes the two spaces in terms of the implications of the two structures. The key structural character that separates the two is the existence or absence of surplus labor, following the Lewisian tradition.  In the literature emphasis is on defining characteristics of the modern sector with the traditional sector being defined as what is not modern. The implications of the traditional in terms of changes in technology, contractual arrangements and its enforcement mechanism are analyzed. Here an attempt is made to identify characteristics of modern and traditional economic spaces.  

Traditional/pre-capitalist economic space:

A traditional/pre-capitalist form is identified as one where land is the constraining factor of production or the system faces a land scarcity. In the framework of North, it is identified as space where land is relatively scarcer when compared to non land resources. The allocation of land in the system is taken as given and there does not exist any process to change the initial allocation of this resource. While in Bharathi’s framework, land is the constraining factor for the increase in the production in the system. Access to land in this system is generally determined by the land settlement process. Land settlement is done as a process of revenue collection by the State or State allocates land to a person who will pay the State a tax. In the process what is important is not the user of the land but the individual who will pay the tax to the government. The land which is not settled is the property of the State. In this system, there will be unutilized land but it is the property of the State. So in this case if an individual wants to increase the land under cultivation it has to be provided by the revenue collector or the State. In this system the technology in use is also at a low level as the cultivators do not have the incentive to bring about any changes, so the pre-dominant constraining factor to increase production is land or land is relatively more scarce when compared to non land resources. 

In this space, it does not imply that all the households face the same land scarcity. Given the land distribution and person assigned to collect revenue (also can be called the landlord) has land but does not have sufficient family labor to organize production and so this household will face scarcity of labor while there will be some households who have scarcity of land but the controlling ideology maintains that land is the scarce resource in that space. The land as a resource has rigidity in terms of re-allocations. The revenue collector has the right to use the land and derive income but does not have the right to sell the land and hence the land does not become a tradable resource. So if a land scarce household wants to access land, they can only use the land and derive income from the land and not trade on the land. This will lead to the generation of tenancy as an important form of resource re-allocation in the space. One may also short term tenancy contracts which are repetitive or long term labor contracts like bonded labor etc. If land as a resource is not a tradable resource, the output on the resource is also not pre-dominantly a tradable commodity and the production is for self consumption purposes. The economy can sustain low levels of specialization and division of labor to meet the consumption and production needs of the households. So the economy becomes a semi-closed space with entry barriers to households to access land or other resources in the village economy.    

In a semi-closed village economy, every individual knows the other and so must be naturally have relatively small number of individuals or what is called small communities. In this economic space personalized exchanges may be pre-dominant. The personalized exchanges can handle the problems of opportunistic behavior of individuals. In this space the quality of an individual is either public knowledge or can be acquired at zero costs reducing the costs of adverse selection. A moral hazard problem is also handled in personalized exchanges. If an individual under supplies inputs, this information also becomes public information and the individual may not be able to enter exchanges with other individuals within the economic space. 

Given the small size of the market and to some extent nature of demand for goods is also given, individuals may not have any incentive to increase production as there may not exist a demand for the increased good. So the individuals may not have incentive to increase their knowledge on the production process. The knowledge is to a large extent given and if it changes it is not a product of conscious action of the individuals but maybe a result of trial and error process of learning. In such an economic space, knowledge is also not a private good which can be used to derive income but has more features of a public good. This public good character of knowledge gets strengthened with the presence of extreme forms of production externalities within the production. In such an economic space there can exist two different forms of knowledge transfer. One, given that knowledge has not become a private good and the inter-dependencies of production in the economic space, any individual having the extra knowledge will transfer it to others hoping that if the other have any extra knowledge that will also pass the knowledge to them without any costs. This process can get strengthened in the context of production externalities as the person having the knowledge will also lose if they do not transfer the knowledge. So the space may have dominance of ‘learning by viewing’. A second channel of knowledge transfer under conditions of division of labor in the localized economy is inter-generational knowledge transfer with restrictions on knowledge transfer to individuals outside the group. 

Given the low/static level of technology and nearly absent opportunistic behavior of individuals the main source of growth in the economy will be increased access to the land. Land becomes the scarce resource and growths of the economy will depend on the expansion and contraction of the land under usage. The extent of land under usage will in turn depend on the number of productive labor force and nature of land distribution. Knowledge on the production process is a process to reduce the levels of uncertainty introduced by nature. Given the low level of knowledge on the production process, the system has a pre-dominance of nature based uncertainty in the economy. 

Characteristics of Traditional/pre-modern economy 
· User right based property right regime

· Knowledge is either public knowledge or is costlessly available

· Personalized exchanges system with long term contracts

· Semi-closed village economy

· Pre-dominance of nature based uncertainty in production process

Modern/capitalist economic space:
A modern/capitalist economy is identified as one where capital is the constraining factor of production or the system faces capital scarcity. In the framework of North, capital is the relatively more scarce resource when compared to land and labor resources in this space. The advancement in science and by implication in the technology in use has relaxed the land constraint in the space or science has substituted for land. In the Marxian reformulation, the constraining factor for production is capital or loosely defined as money – the universal equivalent commodity. The individuals with capital or money can access and organize production in this system. In this economic space everything has a price or markets exist for all the resources. This is true not only for the goods and services but also for the resources. The existence of price implies that if an individual believes that they can use a resource better than the existing user (alternate user) or a change in the use (alternate use) can provide higher returns to the individual. This individual will be ready to compensate the existing user with a higher price to get access to the resource. This implies the centrality to tradability right in the bundle of property rights on resources. In other words, the markets facilitate transfer of the resources to individuals who believe that they can use the resource better. This is true not only for the primary inputs but also for knowledge on production process. The economic space also generates individual with specialized knowledge on production process and these agents would be ready to transfer this knowledge to anyone who is ready to pay a price, making the knowledge on the production process private information and the specialized individuals with this knowledge are ready to part this information for a price.

The conditions necessary for the generation of tradability rights and its sustenance is the expansion in the size of the market and with it high levels of specialization and division of labor in the economic space. The space is relatively semi open i.e., individuals can enter into this space but exit is not a choice to the households.   

A high level of specialization and division of labor generates impersonal exchanges between individuals. Given the dominance of impersonal exchanges, the problems of Moral hazard, adverse selection and opportunistic behavior are central problems are this space. Individuals formulate rules and regulations to reduce these costs. 

Characteristics of the modern capitalist economy:

· Tradability right is important in the bundle of property rights

· Knowledge on production process is private and transfer is costly

· Impersonal exchanges and dominance of short term contracts

· Semi-open economies

· Human interaction is one of the important sources of uncertainty in addition to uncertainty generated due to science based agriculture
3.  Transition and Transaction Costs:
Individuals incur costs to enter into transactions. Individuals have to use time and resources to secure information relevant for exchanges to take place, have limited ability to process data and formulate plans and lastly the nature of property right regime on resources influence the nature of costs of exchanges. Information incompleteness and the limited mental capacity of individuals to process the information are the sources for transactions costs of the individuals. These costs have to be added to the production and transportation costs - the costs normally identified in the traditional theory of the firm. These non production based costs are identified as transaction costs in the literature. The importance of non production based costs to decision making was introduced to the lexicon of economics by Ronald Coase (1937). Arrow (1969) identifies, ‘transaction costs’ are the costs of running the economic system” (Arrow (1969), p-48). The implications of positive transaction costs for exchanges was analysed in the literature by the New Institutional Economics (NIE). Transactions are costly but in a modern economic space, the object of study of mainstream neo-classical theory, or what is generally identified as the Walrasian economics, is built on the assumption of zero transaction cost and bringing in positive transaction cost makes the analysis more realistic.

Transactions are costly in addition to the price factor and individuals attempt to reduce the costs of exchanges by generating institutions to structure exchanges. Human beings, in consequence, impose constraints on human interaction in order to structure exchanges. These human imposed constrained are the institutional framework in which the individuals negotiate. These institutions in the economic space facilitate to structure exchanges and this defines the form of transaction costs in a specific economic space. In other words, transaction costs are also context specific or economic space specific. In a traditional economy, personalised face to face exchanges reduce the cost of exchanges for the individuals in the space. While in a modern economy with impersonal exchanges costs of transaction are greatly increased and new institutions are needed to handle and reduce transaction costs generated. A modern economy is identified to have different (higher) transaction costs when compared to traditional economy. The differences in the transition costs are not quantitative but are qualitatively different in the different economic spaces. 

When an individual moves from one economic space to another, the rules to structure exchanges are different and so the costs of exchanges also are different when compared to costs of exchanges within an economic space. The nature and form of costs to enter exchanges would be very different as the economic spaces (mechanism to handle costs of exchanges) are different. So here we identify transaction costs with the costs of exchanges in an economic space while transition costs are the costs of exchanges when an individual moves from one space to another space. This section makes an attempt to identify the nature and form of transition costs when an individual moves from one space to another space. In a more specific context, the two economic spaces being studied are traditional and modern economic spaces.         

If there are two economic spaces, then there are two methods of structuring exchanges in the two spaces or the qualitative natures of transaction costs are different in the two spaces. If an individual moves from one space to another space, they move from one method of structuring exchanges to another method of structuring exchanges. So if an individual wants to move over economic spaces, they have to understand the new set of rules and regulations to structure exchanges. In such a situation, they might want to either get incorporated in the new economic space or may want to change the rules and regulations in the existing economic space that they have entered into. In the first process the individuals should understand the rules to structure exchanges and try to ‘play the games’ according to the new set of rules. In this case the costs are faced by the individual to understand the new rules and get incorporated in the space. The case of labour migrations from traditional to modern space is an illustration wherein the migrant has to incorporate themselves in the new economic space and structure exchanges according to the new set of rules. 

The second case is when individuals enter another economic space but wants to change the space so that they can function
. To illustrate, an individual from the modern economic space may enter the traditional space. In this case, the migrant may want to change the existing rules and regulations in the existing economic space to a modern economic space. This might take the form of introduction of new property rights (for example on land), and other market based exchanges so that they can coordinate production. The changes being introduced are in terms of introduction of institutions of modern economic space in the traditional economic space. The peasant migrant falls in this group. The peasant migrant moves from the modern economic space to the traditional economic space and wants to organise production. For the migrant to be able to organise production, they need access to resources which have features of market based system.

4. Transition Costs and Peasant Migrations 

The existence of productivity differences due to structural factors between economic spaces is the necessary condition for individuals to migrate and appropriate the potential value added. The specific case being studied here is the migrations of peasants from the modern economic space to the traditional economic space with an intention to organise production. In order to realise the potential value added, the peasant migrant assumes they can organise production in the destination village. The key word here is assume. There are constraints to the migrant to organise production as well as to sustain themselves in the village of destination, even though they can be potentially better off with migration. These non production costs are identified here as the sufficient condition for the migration to take place. There are two types of non productions costs which are identified in this chapter. First, the costs to induce the local population to enter into exchange with the migrant and the second is the costs of sustenance of the migrant in the destination village. By sustenance one is implying that the conditions wherein the migrant can continue production in the village of destination. If one assumes that the destination village is in a ‘quasi-equilibrium’ state before the entry of the migrant, the migrant’s intervention disturbs this equilibrium in the village economy. Given the generation of disequilibrium, the response of the individuals in the local economy has an important bearing on the sustenance of the migrant. Whether the migrant can intervene and/or move the village economy to a higher level equilibrium depends on the potential of the migrant as well as the local conditions of the village economy. So the flip side of the story is that even if there is productivity differences between the two economic spaces, there are costs involved in the process of equalisation of productivity. The costs involved are in acquiring access to land, the quality of information with the migrant as well as the resolution of disequilibrium generated by the migrant which can hamper the movements of people over villages. 

4.1 Conditions for the Out Migration of Peasants:

The existence of land productivity differences between economic spaces was identified as the necessary condition for peasants to migrate between units. Given the productivity differences between spaces, peasants migrate to equalise the returns over units. These migration can be State induced which are generally referred to as land settlements, also in some context referred to as colonisation. A second category of migrations are forced migrations of peasants from one area to another area. This form of migrations may be a result of displacement of large project necessitating the case of re-settlement of these households. The third category of migrations can be a result of social discrimination leading to migrations. A fourth category of migrations are one where a peasant voluntarily migrates to make themselves better off. In this exercise, peasant migration is given the generic title for all voluntary migrations of households who are migrating from one place to another with an intention to organise production assuming that they will be better off with migrations.   

The migration of peasants implies constraints to expansion of production in the area of origin but the peasant has the resource base to expand production. There are two parts in this argument. One is that the agent wants to increase production and the second is the constraints to production faced by the unit in the place of origin. Let us consider the former first. An individual wants to increase production either due to the increased consumption needs of the households or due to a desire to respond to an expanding output market. The first case is a subsistence based migration and the second is a case of commercial interest based migrations. In case of an increase in the demand for a good (tobacco or cotton or paddy), the peasant having the information on the cultivation of the crop creates the necessary conditions for the expansion in the scale of operation.  
Are there Constraints to expand production in village of origin in the short run? If individuals can expand their scale of operation in their village of origin, they have no reason to migrate. With an increase in demand for output, there is no reason to believe that the knowledge on the production process will change or the instruments of production in use changes. The constraining input for the migrant to expand production is the availability of land and/or access to credit. If the signal of increasing demand for a good is observed by all households in the village who can cultivate the crop, then there would be an excess demand for land thereby increasing the prices of land. In the process some households with access to past surplus or access to credit market can access the land in the land market and there can also be some households who are priced out of the market. These households are one set of households who might migrate out of the village to access land in another village. 

If the destination village is also cultivating the same crop as is cultivated by the migrant then the problem gets reduced to either signal for price rise was asymmetrically distributed over population or the agents do not want to produce for the external market due to structural reasons. In both the cases, once the migrant organises production the local organiser of production also receive the signal and the migrant has no advantage.  Thus in both the cases a migrant can have only one point intervention and cannot have a lasting influence.  So for a peasant to migrant, the destination village should also not be cultivating the crop(s) to be introduced by the migrant.      

One can identify two major constraints to a peasant who wants to be better off with migrations

· The peasant is priced out in the village of origin and land is available at lower prices in the destination village,

· There are differences in cultivation practices and/or cropping pattern in the village of origin and the destination village. 

4.2 Transition Costs for the Migrants: 
A peasant migrant assumes that they can be better off with migrations. The key word here is their assumption that they will be better off. The peasant migrant believes that given their resource position they can access higher value of output/income with migration. In other words, the migrant is working on the idea of potential increase in output due to their intervention into the local economy. So for the migration to take place, the migrant compares the actual value added in the village of origin and the potential value that will be added in the destination village. If the migrant assumes that the potential value added is greater than the actual value added the peasant has an incentive to migrate. To realise the potential increased output, the migrant has to incur some costs and this section attempts to elucidate on these costs. These costs are broadly divided into two parts. One is the costs of inducing a local agent to transfer land rights to the migrant and the second cost is the knowledge embodied in the migrant to realise the potential increase in output. 

Costs of Inducement to Transact on land:  

The peasant migrant to organise production need access to land and has to induce the local cultivator to transact on land. The transaction can be either a lease arrangement or a permanent sale contract. The inducement depends on the price that the migrant is ready to pay for the contract. Here price refers to the generic term for land prices if the contract is a sale contract and to rental rates if the contract is a lease contract.  The price at which the native is ready to transact should be at least what the native earns if they had continued the existing land use pattern. In other words, the existing land use pattern defines the opportunity cost for the transaction. The migrant assume that with their intervention due to changed cultivation practices, they can generate a potential higher value added in the destination village. The local cultivators also know that the migrant expects a higher potential value added and so they want access to the land. This creates a complication for the land market transactions. The migrant wants to maximise the potential value added while the local cultivators want a share in the potential surplus accruing to the migrant so as to transact on the land.  Hence, the initial price that the migrant has to pay is determined by opportunity cost of land and an added component which is a part of the potential value added. The share of potential value added that the migrant provides to the local cultivators to induce the local cultivator to transact the land depends on bargaining power between the two agents. Let us consider the first cost in detail.

The opportunity cost to the local cultivator depends on the nature of existing land use. From the side of the local cultivator, the land can either be in use or is unutilised. From the view point of the migrant they assume the land is either under – utilised (when compared to the changed cultivation practices) or is unutilised. If the land is utilised by the cultivators, the migrant has to pay a price above the opportunity cost to induce the local cultivator to transact on the land. But if the land is unutilised by the local cultivators, the opportunity cost is very low or nearly zero for the local owner of the land and the inducement price will be lower when compared to the case where the local cultivator is using the land. The potential value added is higher to the migrant when the land is unutilised when compared to land under use and hence the migrant always has an incentive to move to areas where land is unutilised.    

The introduction of dual economies in agriculture or structural constraints introduces added features into the analysis. The access to land depends on the nature of property rights in the destination village. This problem becomes more acute when the State is not the main provider of land. In the case of State initiated migrations, it looks the State is ready to provide unutilised land and wants the individuals to convert the land to suit for cultivation. If the migrations are not State induced, the nature of the land settlement in the destination village becomes an important constraint to the migrant. The migrants generally move from the ryotwari settlement to the non ryotwari settlement. In the non ryotwari settlement individuals have user right and ownership right but may not have tradability right on the resource and so cannot alienate the resource while in the ryotwari settlement areas the individuals have all the rights and can alienate the resource land. In a structural framework the migrant moves from the areas with tradability right to areas where tradability rights are absent. In the absence of tradability right the migrants would like to define the nature of contracts on land taking into consideration the bundle of rights that are transferred to the title holder. The absence of tradability right forces the migrant to look for other mechanisms to access land rights like long term contracts or has to share the potential ‘surplus’ with the title holder and /or the villagers etc.

In the micro studies, peasant migrants move to areas where the land as a resource is either unutilised or underutilized. MSA Rao (1986) identifies the movement of peasants to tribal areas where the land is unutilised. Migration of peasants to the ‘new’ command areas is also to places where the land as a resource is unutilised. One indication of the presence of un/under utilised land resource is the large increase in the area cultivated in the period after the release of water in canal and/or post migration phase. This is particularly true in the command areas (Nagaraju (1990), Maddulety (1989), Tripathy (1987)). These areas are identified to have a property rights regime wherein user rights dominate the distribution of rights in the economy. Historically, in the Indian context, user right based property rights regime with un/under utilised land resources are pre-dominant in the landlord based land tenure system
. In this form of tenure, the individual who is expected to pay revenue to the colonial State was identified. The revenue collection right was identified as ownership right in the post-colonial period. The land was the property of the landlord and these landlords becomes the important source for provision of land to the migrant as they have access to the uncultivated land and the ownership rights [Tripathy (1987), Maddulety (1988)]. 
Search Costs: 

The migrant faces a search cost of finding land which is suitable for the cultivation of the crop which the migrant wants to cultivate. Given a user right based system, the information of land is also available at the village level. In the Indian context there are two methods to access this information. One, the State provides this information on the availability of land to the potential migrants. During the colonial period, the Nizam of Hyderabad provided this information through an advertisement in newspapers while in the post colonial period, for example the government of Orissa advertised in the newspapers of land availability in the command areas of Hirakud Dam. In the second method, the individuals in the village have to provide this information. In this case the potential migrant moves from place to place finding out whether land is available for cultivation. With the construction of Tungabhadhra Dam in Karnataka, farmers from coastal area of Andhra Pradesh went to these areas and found out the areas which were under the command area of the dam and also areas where land is unutilised and available for the cultivation. Once a migrant gets information of land availability they form the source of information for latter date migrants on the availability of land (Nagaraju (1990)). A third method to access the information is when an individual migrates and moves to other area and he passes the information on availability of the land to potential migrants.  

Embodied costs:

One of the important resources with the migrant is the ‘information’ on the process to cultivation and marketing of the crops. The migrant has acquired this knowledge by the process of ‘learning by doing’ in their village of origin. The migrant assumes that they can replicate the production process in the area that they have migrated into. When the peasant migrant moves to a village and negotiate the land market contract, the migrant is an individual with Knightian uncertainty: the individual does not have any information on the outcomes and the related probabilities. They are just hoping that the information they have acquired in their village of origin is useful also in the village of destination. The key word is Hoping. If their hope is not realised, they will migrate out the village again. After the first year and each subsequent experiment by the migrant the migrants acquire information on the outcomes as well as probabilities of alternative outcomes. In the process the migrant moves from a Knightian uncertainty to Knightian risk and with each experiment the migrant improves their Bayesian probability of the experiment.  For the migrant to sustain their information of the outcomes and their probability must increase. But the migrant faces three major sources of uncertainty in the production process:

a) Limits on knowledge on production process: 

This knowledge on the production process is itself incomplete. Given the incompleteness in knowledge on production process, the use of the knowledge will generate uncertainty. This is true for all knowledge systems including science based systems. 
b. 
Issue of Adaptability to new Conditions: 

The peasant migrant moves with an embodied knowledge on production process. This knowledge on the agricultural system is contingent on the natural conditions in which production is taking place. If the knowledge is used for organisation of production in one natural system and replicated in another system, there is no reason for the experiment to succeed. So the State when it was introducing the green revolution technology researched to find the appropriate cultivation practices for the alternate agro climatic zones. Unlike ‘scientific’ agriculture which tries to adapt the information to the natural conditions, the peasant migrant only uses the information set that they have embodied in them
. This information of the migrant can be sensitive to the natural conditions and any change in the natural condition can bring about major changes in the level of the output produced and this in turn affects their returns. The migrant may believe that the natural conditions in the destination village are amicable for the application of the ‘information’ set with the migrant and/or migrant is able to adapt the ‘information’ they have to the new conditions. This condition may not hold (or the crop/techniques which the migrant wants to use may not be appropriate for the natural conditions in the destination village) and the migrants experiment may fail forcing him to leave [Maddulety (1988)].
c. 
Incomplete knowledge of the Migrant: 

The information of the migrant on production process is always incomplete. As their knowledge is learnt in the process of doing they will repeat the experiment they were doing in their village of origin and hope they can get the same result. But there is a chance that new types of problems/error might arise in the new conditions and the migrant would reproduce the solutions that they have acquired in the village of origin. These solutions may not solve the problem but may also aggravate the problem. They would restrict their experiment to their confirmed knowledge ignoring the uncertainties and if their errors are large they would stop their experiment
. 

In a study of sources of uncertainty for a medical profession, Renee Fox identifies three important sources of uncertainty
: the limitation of the current medical knowledge, incomplete or imperfect mastery of available knowledge and difficulty to distinguish between personal ignorance and limitations of the present knowledge. The three sources of uncertainty for a practitioner in medical profession have similarity with the uncertainty faced by migrant a practitioner of knowledge in agricultural systems. 
Strategies to internalise the above Costs by migrant:

The migrant has alternative strategies to handle these uncertainties:

· One of the methods used by the migrant to internalise the uncertainty is to take land on lease in the early stages and later purchase land in the village if their experiment is successful.
· The migrant sell only part of their land in the village of origin and leases out the rest of the land to ‘friends and relatives’. If the migrant fails in their experiment they can return back to their village and cultivate a part of their land. 
4.3 Transition Costs to the Local Population

Transaction costs facilitate agents to structure exchanges in an economic space. An exogenous shock, like a change in the relative scarcities of factors of production and/or changes in relative prices, induce changes in the institutional arrangements in the economic spaces. This change generates an institutional disequilibrium in the space. The ‘induced institutional innovation’ hypothesis maintains that the move to the new arrangement is costly and by no means certain as there will be gainers and losers (Davis and North (1970), Hayami and Ruttan (1985)).  

The land contract between a local land owner and migrant is a result of higher expected returns to both the migrant and the local cultivators who has transacted on land but in the process the economic space in which the local people stay gets disturbed. If one assumes the economic space in which the local economy functions is in a ‘quasi-equilibrium’ the migrant intervention will disturb this quasi equilibrium of the village economy. The quasi equilibrium of the village economy has the dominance of user right based property right regime, personalised exchanges, long term contracts and the dominance of customary law. The migrant’s land contract can be visualised as an impersonal market based exchanges into a village economy with dominance of personalised exchanges and short term contracts. The disturbance arises as this is an impersonal market based exchanges in a personalised economic space. The migrant experiment has the potential to generate some gainers and some losers. If there are gainers in the host economy they will support the migrant in their experiment and create the necessary social capital. But if there are only losers, with the migrants being the only gainers, the crop experiment by the migrant may success but lands the migrant into a social conflict as they have disturbed the quasi equilibrium of the village economy. “Their eventual acceptance depends on the circumstances in which vacant land is available to them. If it has involved the disposition of local people then native hostility to the new comers’ arrivals may run so deep that it finally drives the away (Mollett (1991), p-24). 

The potential losers of the migrant’s intervention can be broadly classified into two groups:

· Some households in the village economy might have been dependent on this land for meeting their livelihood in addition to labour supplying households or other resource providers to the land owner in the village economy. These households are directly displaced due to the intervention of the migrant. These households might not be re-integrated at least in the short run due to paucity of skill under the new cultivation practices introduced by the migrant. In addition, if the migrant move as a group they might not generate demand for resources in the local economy constraining the process of re-integration of the directly displaced households. 

· Households in an economic space with dominance of user right based regime and personalised exchanges have non market methods of handling uncertainties in production and income. One of the forms of insurance is mutual self help, assurance to see that the labour supplying households meet their long term subsistence need etc. If the land owners find impersonal exchange better than the personalised exchanges, the non market insurance mechanism get halted and generating another set of  long term losers due to the substitution of personalised exchanges with impersonal exchanges. 

A set of gainers of the migrant’s experiment are due to the positive production externalities of the migrant’s intervention. 

· The production externality is generated due to two conditions. One, agriculture is an open system of organisation of production and cultivators can ‘learn by viewing’ the migrants cultivate the crop in this system (information externality). “But peasants are shrewd observers, and if immigrants have advantageous lessons to learn, they can be absorbed readily, and acted upon by local people.” (Mollett (1991), p-24).    Two, the crops introduced by the migrant uses modern inputs like fertiliser, pesticide etc. These inputs are also not available in the area as the usage is small proportions. A single migrant or groups of migrants using these inputs will have additional costs to get access to these inputs but if the demand increases for these inputs, there is a possibility that a provider of these inputs can be generated in and around the village. This creates a condition for the migrant to provide information to other cultivators on the use of this input. But if the migrant introduces a closed system of organisation of production (minimum positive production externality) and/or the locals do not have land appropriate to the cultivation of the new crop, there could always be a conflict between the migrant and the native population. 
· A second set of gainers could be due to positive marketing externality. The migrant might also have information on the marketing channels and they might share this information with the local cultivators so as to have scale advantages in marketing. So the positive externality can be either production based or might be marketing based in the local economy.

The land market contracts with the local land owners indicate the potential gain for these two individuals. But in the process, the contract disturbs the local equilibrium of the village economy.  The sustenance of the migrant depends not only on the output produced on the farm (and net value added) by the migrant but also on the nature of disequilibrium generated due to the intervention. The intervention has the ‘potential’ to generate gainers and losers in the economy. One can hypothesis three alternative scenarios of generation of losers and gainers:

· There are only positive externalities of the migrant’s intervention with minimal losers of this intervention, generating a situation where the locals welcome the migrant and the economy might move to a higher equilibrium. 

· There are only losers (direct and indirect) of migrant’s intervention with minimum positive externalities. A possible case could be when the migrant introduces closed system of organisation of production and does not need positive externality as they are large operators.  Without generating any gainers the migrant disturbs the equilibrium in the village economy and create a social conflict. In such a situation, the migrant has to either close their experiment and move out or stay in the village and generate some gainers in the economy. One form that this can take place is if the migrant shares a part of the net value added with some local households. This can be seen as a process of creating social capital.    

· There are positive externalities of the migrant intervention and so there are gainers and also losers (direct and indirect) due to migrant are intervention. In such a situation the gainers will support the change while the losers will oppose the change. The gainers may compensate the losers and the change will be accepted.

The information based positive externality influences the price of land. The price of land, which the migrant is ready to pay, depends on the ‘potential’ productivity increase as expected by the migrant. In the early stage, the natives have no way to knowing potential productivity increase and do not have an estimate on the price and so the migrant defines the price. By observing the production process/ cultivation techniques, the natives can learn the information on cultivation process in a process of ‘learning by viewing’. This suggests that the opportunity costs of the land for the natives change with increase in knowledge on production process hence the later date migrants would find it increasingly more expensive to buy the land (Maddulety (1988), Vijay (1999)). This would lead to systematic increase in the prices of land. As the price of land keeps increasing there may be a point wherein the migrant may not find it advantageous to buy the land and the seller may also not find it advantageous to sell the land. As the land market becomes inactive, the land lease market may become active. This indicates a switch back to tenancy for later day migrants.
5.  Conclusion:

Peasant migration depends not only on the productivity difference between economic spaces which can be seen as the necessary condition for migration, but also depends on the processes of handling the transition costs which individuals face due to the intervention of the migrant. The transition costs can be handled if there are some gainers due to the migrants’ intervention. Gainers can be direct gainers like labor supplying households finding employment in the migrant enterprise or could be indirect gainers where local farmers start to replicate the cultivation practices of the migrant and the migrant facilitates the locals to learn the cultivation practices (information externality) or the migrant shares a part of the net value added with local population.  

Implications of the Study 

A question that arises in this context is whether the one can generalize the results that one has got in the case of peasant migration. A peasant who migrates wants to organize production has similar features to the establishment of new industrial units in less developed countries. Capital can also migrate into developing countries based on the assumption that they can earn a higher profit by establishment of the unit. But the sustenance of the migration depends on how the local economy responds to the establishment of the new production unit. 

In large parts of Indian economy there is resistance to the migration of entrepreneur to establishment new production units. The list of resistance to the establishment of new production units is large but two recent illustrations, such as resistance against Tata Company to establish a car production unit at Singur (West Bengal) and the ongoing resistance to land acquisition by Posco steel plant in Orissa elucidate the point.  Given the potential positive role of new industry to the process of economic development and growth, the resistance of people to establishing new production unit needs an explanation. The establishment of new production units is similar to the migrants intervention and has costs to the individuals in the in-migrated area. The resistance can arise if these costs (due to change in economic space) are not handled or resistance is used people to derive information on the potential value added so that they can negotiate the price. The sharing of the potential value added with the local population or what is here called positive externality may be important for the sustenance of capital in the migrated area.  
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� In the Indian context, rural labour migrations are also low. The caste network which provide mutual insurance to members and the absence of insurance machnism inhibits labour migrations Munshi and Rosenzweig (2005)


� This form of migration is not unique to the state Andhra Pradesh of India. In case of India, this form of migrations are documented in Kerela (Travancore to Malabar), migration of peasant from Bengal to Assam. Internationally these forms of migration are witnessed in England, Australia and Grassland in America (J.A.Mollett (1991)).  


�The peasant migrants settle outside the main village and there settlements are referred to as Guntur pelles in Telengana area or termed as camps are some places like in Bellary district in Karnataka. 


� In the early stages migration as a process has introduced new crops and cultivation practices and so has initiated growth but at later stages there seems to be a major conflict between migrant and local population. An illustration of this is the Telengana conflict and the tribal land conflicts in Andhra Pradesh. 


� Even in a Robinson Crusoe type of economy, individuals need information on how to organise production process. One way of acquiring of knowledge would be wherein all individuals acquire the knowledge in the process of ‘learning by doing’ and the knowledge dies with them. In this formulation there is no need for any exchanges. But if knowledge is transferred over generations, even in a Robinson Crusoe type of economy there is a need for exchanges. In addition, the propagations of species also need exchanges between people.   


� “In this world, the right of ownership of an asset is understood to consist of the right to use it, to change form and substance, and to transfer all rights in the asset, or some rights, as desired. The right of ownership is an exclusive right, but ownership is not an unrestricted right.” [Furubotn and Richter (1998), p-72]. 


� The literature on economic system identify a system based on four categories namely (i) decision making structure (whether by individual or collective), (ii) coordination mechanism (how information is obtained and used for coordination, (iii) property right (ownership and control over resources, (iv) incentive system (mechanism to induce agents to productive activity; material rewards or moral rewards.     


� An individual might move from the modern economic space to a traditional economic space and want to be incorporated into the space (like the labour migrant) and so must understand the existing rules to structure exchanges with it related costs to the individual.


� In the ryotwari system the property rights are the nearest approximation to individual private property rights. The nature of land rights are more conducive for the individuals to take productivity enhancing change and have responded more to signals from the external world. These areas are generally identified to have higher levels of growth as well as more market interactions (Benerjee and Iyer (2004)).  


� The tobacco industry had a decade long experimentation to perfect the cultivation of FCV tobacco cultivation to Guntur agro climatic conditions. It started cultivation in eight acres of land on experimental basis and slowly increased the cultivation to larger extent of lands. These farms worked as demonstration farms for the farmers in that locality.   The industry also had contracts with farmers to handle the uncertainties involved in the cultivation of the crop (Duvvury (1986)). 


� This could be seen as a ‘conformation bias’. 


� As described by Groopman ( 2007).





