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Questions & Answers about The Story of Village Palampur 

I. Short Answer Questions (1 Mark Each) 

1: What is the main purpose of the story of Village Palampur? 

Ans: The main purpose of the story of Village Palampur is to introduce basic concepts of production 

by using the example of an imaginary village. It illustrates how different types of resources are 

combined to produce goods and services in the village, including farming and various non-farm 

activities. 

2: What are the various production activities carried out in Village Palampur apart from farming? 

Ans: In addition to farming, Village Palampur also engages in small-scale manufacturing, dairy 

activities, transport, and trade. These non-farm activities contribute to the economic dynamics of 

the village. 

3: How are resources like natural resources, human effort, and money used in production 

activities in Village Palampur? 

Ans: Resources like natural resources (land, water, forests, minerals), human effort (labor), money, 

and physical capital (tools, machines, buildings, raw materials) are combined to produce goods and 

services in Village Palampur. These resources work together to create the desired output. 

4: What are the four requirements for the production of goods and services? 

Ans: The four requirements for production of goods and services are:  

1. Land and natural resources. 

2. Labor (human effort). 

3. Physical capital (tools, machines, buildings, raw materials). 

4. Knowledge and enterprise (human capital). 

5: Differentiate between fixed capital and working capital. 

Ans: Fixed capital includes tools, machines, and buildings that can be used in production over many 

years. Working capital includes raw materials and money in hand, which are used up during 

production. 

6: What is human capital, and why is it important in production? 

Ans: Human capital refers to the knowledge and enterprise required to combine land, labor, and 

physical capital effectively to produce output. It involves the skills, education, and expertise of 

individuals. Human capital plays a crucial role in making production processes more efficient and 

innovative. 

7: Why is the expansion of land area under cultivation not possible in Palampur? 
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Ans: Since 1960, there has been no expansion in land area under cultivation in Palampur. The land 

area available for cultivation is practically fixed, and there is no scope for bringing new land under 

cultivation. 

8: How does irrigation contribute to multiple cropping in Palampur? 

Ans: The well-developed system of irrigation in Palampur allows farmers to grow more than one 

crop on a piece of land in a single year. Electricity-powered tubewells replaced traditional irrigation 

methods, allowing more effective use of water resources. 

9: How did the Green Revolution affect wheat production in Palampur? 

Ans: The Green Revolution introduced high yielding varieties (HYVs) of seeds, leading to significant 

increases in wheat production. The use of HYV seeds, along with irrigation, chemical fertilizers, and 

pesticides, resulted in higher yields of wheat. 

10: How is land distributed among the farmers in Palampur? 

Ans: In Palampur, about one-third of the families are landless, and the remaining families own 

different sizes of land plots. Some own small plots while others own medium and large plots. 

11: How do small farmers in Palampur arrange for capital for farming? 

Ans: Small farmers often borrow money from larger farmers, village moneylenders, or traders to 

arrange for the capital needed for farming. They often face high-interest rates on these loans. 

12: How do medium and large farmers arrange for capital for farming? 

Ans: Medium and large farmers use their savings from farming to arrange for the capital needed for 

the next farming season. They are able to invest in capital due to their larger production and surplus 

earnings. 

13: What do farmers do with the surplus farm products in Palampur? 

Ans: Farmers retain a portion of the surplus farm products for their family's consumption and sell 

the rest in the market. Medium and large farmers supply surplus wheat and other products to the 

market. 

14: How do medium and large farmers in Palampur arrange for capital for the next season? 

Ans: Medium and large farmers use their earnings to save and invest in capital for the next farming 

season. They can buy machinery, improve irrigation, or set up non-farm activities using their 

savings. 

15: What are non-farm activities, and why are they important in a village? 

Ans: Non-farm activities are economic activities that are not related to agriculture. They include 

small-scale manufacturing, trade, services, and more. Non-farm activities diversify the village's 

economy, provide additional income sources, and reduce dependency solely on agriculture. 

16: How do people engage in non-farm activities in Palampur? 



 

 

Ans: Non-farm activities in Palampur are conducted on a small scale, often involving family labor. 

People may set up shops, engage in dairy activities, small-scale manufacturing, or provide 

transportation services. 

17: How is the transport sector developing in Palampur? 

Ans: The transport sector in Palampur is developing with a variety of vehicles used for transporting 

goods and people. The number of people involved in transport has increased, and various types of 

vehicles, from rickshaws to tractors, contribute to this sector. 

18: What are the main changes that have occurred in farming practices in Palampur over the 

years? 

Ans: Over the years, farming practices in Palampur have become more efficient and productive due 

to the adoption of modern methods like high yielding seeds, irrigation, and fertilizers. This has 

allowed farmers to produce more from the same land. 

19: Why is it important to have non-farm activities in a village? 

Ans: Non-farm activities diversify the economy of a village, provide alternative sources of income, 

and reduce the dependence on agriculture alone. They also contribute to better living standards 

and create opportunities for employment. 

20: How can the expansion of non-farm activities be facilitated in villages like Palampur? 

Ans: Expansion of non-farm activities can be facilitated by providing access to markets, reducing 

interest rates on loans, and improving transportation and communication links between villages and 

towns. 

II. Short Answer Questions (3 Marks Each) 

1. Describe the key features and facilities available in the village of Palampur.  

Ans: Palampur is a hypothetical village that provides a basic understanding of economic concepts 

related to production. It is well-connected to neighbouring villages like Raiganj (3 km away) and the 

town of Shahpur by an all-weather road, which sees a variety of vehicles like bullock carts, tongas, 

motorcycles, jeeps, tractors, and trucks. 

The village has about 450 families of different castes, with 80 upper-caste families owning the 

majority of land and living in large brick houses. The SCs (Dalits) comprise one-third of the 

population and live in smaller houses made of mud and straw in one corner of the village. 

Palampur has fairly well-developed facilities, including electricity (which powers tubewells and 

small businesses), two primary schools and one high school, and a government-run primary health 

centre along with one private dispensary. Farming is the main activity, but non-farm activities like 

small-scale manufacturing, dairy, transport, and shop-keeping are also carried out. 

2. What are the two different types of physical capital needed for production? Explain with 

examples from Palampur.  



 

 

Ans: Physical capital refers to the variety of inputs required at every stage during production. It is 

divided into two categories: Fixed Capital and Working Capital. 

Fixed Capital: These are items that, once bought, can be used in production over many years. They 

are not consumed in a single production cycle. 

▪ Examples from Palampur: Tools (like a farmer's plough), machines (like tractors, threshers, 

generators, turbines, sugarcane crushing machines), and buildings (like factories or houses 

used for small businesses). Tejpal Singh's planned purchase of another tractor would 

increase his fixed capital. 

Working Capital: These are inputs that are used up in production during a single production cycle. 

▪ Examples from Palampur: Raw materials (like yarn for a weaver, clay for a potter, sugarcane 

for jaggery production) and money in hand (cash needed to make payments, buy daily 

essentials, or pay wages). Savita needed working capital for seeds, fertilizers, pesticides, 

water, and farm instrument repairs. 

3. Explain the drawbacks or negative impacts of modern farming methods on the environment. 

Ans: While modern farming methods, especially those introduced during the Green Revolution, 

significantly increased crop production, they have also led to overuse of natural resources and 

several negative environmental consequences. 

Loss of Soil Fertility: The continuous use of chemical fertilizers has destroyed soil bacteria and 

other microorganisms, leading to a degradation of soil health and fertility. Chemical fertilizers can 

pollute groundwater, rivers, and lakes. 

Depletion of Water Table: The continuous use of groundwater for tubewell irrigation has led to a 

sharp depletion of the water table. This means that the underground water levels are falling, 

making water scarcer for future use. 

Difficulty in Restoration: Environmental resources like soil fertility and groundwater are built up 

over many years. Once destroyed or depleted, it is very difficult to restore them, raising concerns 

about the sustainability of agriculture. 

4. Why are wages for farm labourers in Palampur often less than the minimum wages set by the 

government?  

Ans: Farm labourers in Palampur often receive wages lower than the government-mandated 

minimum wage, which was Rs 300 per day in March 2019, but Dala, for example, received only Rs 

160. This situation arises due to: 

Labour Oversupply (Heavy Competition for Work): There is a large number of farm labourers 

available in Palampur, often coming from landless families or those cultivating very small plots of 

land. This creates heavy competition for the limited work opportunities. 

Limited Work Opportunities (Seasonal and Irregular): Farm jobs are often seasonal and not 

available throughout the year. Labourers might be employed on a daily basis, or only for specific 



 

 

farm activities like harvesting or sowing. This irregularity in work forces them to accept whatever 

wage is offered to secure employment. 

Lack of Bargaining Power: Due to the oversupply and desperate need for work, farm labourers have 

very little bargaining power to demand higher wages. Large farmers can easily find workers willing 

to work for less, thus keeping wages low. 

II. Long Answer Questions (5 Marks Each) 

1. Explain the four essential requirements (factors of production) for the production of goods and 

services, using examples relevant to Palampur.  

Ans: The aim of production is to produce the goods and services that people want. There are four 

key requirements, also known as factors of production, necessary for any production activity. 

Land: This is the first requirement and includes all natural resources needed for production. 

It's the physical space where production takes place, along with supporting natural elements. 

▪ Examples from Palampur: For farming, land is crucial, including the fields for cultivation, 

water for irrigation (from rivers, wells, or tubewells), forests, and minerals. Land in 

Palampur is fixed, making its efficient use vital. 

Labour: This is the second requirement and refers to the people who will do the work. Labour 

can be categorized based on the skills required for tasks. 

▪ Examples from Palampur: This includes highly educated workers for complex tasks (like 

managing computer classes, as seen with Kareem's center) and workers who do manual 

work (like farm labourers for ploughing, sowing, or harvesting). Small farmers often 

provide their own family labour, while medium and large farmers hire farm labourers. 

Physical Capital: This is the third requirement and encompasses the variety of inputs required 

at every stage during production. It is broadly divided into two types: 

▪ Fixed Capital: Tools, machines, and buildings that can be used over many years. Examples 

include farmers' ploughs, sophisticated machines like tractors, threshers, sugarcane 

crushing machines, and factory buildings. 

▪ Working Capital: Raw materials and money in hand that are used up in the production 

process. Examples include seeds, fertilizers, pesticides, and cash needed for daily 

payments or buying other necessary items. 

Human Capital: This is the fourth requirement and is crucial for putting together land, labour, 

and physical capital to produce an output. It involves the knowledge and enterprise 

necessary to organize and manage these resources effectively. 

▪ Examples from Palampur: This includes the farmer's decision-making on what crops to 

grow and how to combine resources, or Kareem's initiative to set up a computer center by 

assessing local needs and employing skilled individuals. Without human capital, the other 

three factors cannot be efficiently utilized. 



 

 

2. How do farmers in Palampur increase production from the same fixed land? Explain two major 

methods.  

Ans: Land is a basic constraint in raising farm production in Palampur because the land area under 

cultivation is practically fixed. Since 1960, there has been no expansion in cultivated land, as even 

wastelands were converted earlier. Despite this, farmers in Palampur have found ways to increase 

production from the same land, primarily through: 

Multiple Cropping: This is the most common way of increasing production on a given piece of 

land. It involves growing more than one crop on a piece of land during the year. Palampur’s 

well-developed irrigation system, powered by electricity, enables farmers to cultivate land 

throughout the year. 

▪ Practice in Palampur: During the rainy season (kharif), farmers grow jowar and bajra 

(often used as cattle feed). This is followed by the cultivation of potato between October 

and December. In the winter season (rabi), fields are sown with wheat. Additionally, a 

part of the land is devoted to sugarcane, which is harvested once every year. Many 

farmers grow at least two main crops, with many also growing potatoes as a third crop. 

2. Modern Farming Methods: This approach focuses on achieving higher yield (crop produced 

on a given piece of land during a single season) from the same land. This was significantly 

boosted by the Green Revolution. 

▪ Components: Modern farming methods rely on High-Yielding Variety (HYV) seeds, which 

promise much greater amounts of grain on a single plant compared to traditional seeds. 

However, HYV seeds require plenty of water (assured irrigation), chemical fertilizers, and 

pesticides to produce the best results. 

▪ Impact in Palampur: In Palampur, the yield of wheat increased from 1300 kg per hectare 

with traditional varieties to 3200 kg per hectare with HYV seeds, leading to a large 

increase in surplus production for sale. Farmers also use modern machinery like tractors 

and threshers for faster ploughing and harvesting. 

Both multiple cropping and modern farming methods have been instrumental in increasing 

agricultural output in Palampur, addressing the constraint of fixed land. 

3. How is land distributed among the farmers in Palampur? How does this unequal distribution 

affect their ability to arrange capital for farming?  

Ans: The distribution of cultivated land in Palampur is highly uneven. This unequal distribution 

significantly impacts farmers' ability to arrange the necessary capital for farming. 

Uneven Distribution of Land: 

Landless Families: About one-third of the 450 families (150 families) are landless, most of 

whom are Dalits. These families have no land for cultivation and must work as farm 

labourers. 



 

 

Small Farmers: 240 families cultivate small plots of land less than 2 hectares in size. As 

illustrated by Gobind's sons, even with improved methods, such small plots do not bring 

adequate income, forcing them to look for additional work. 

Medium and Large Farmers: There are 60 families of medium and large farmers who 

cultivate more than 2 hectares of land. A few of these large farmers even have land 

extending over 10 hectares or more. 

Impact on Capital Arrangement: 

Small Farmers: Due to their small landholdings and limited production, small farmers have 

little or no surplus wheat or other produce after meeting their family's consumption 

needs. This lack of surplus means they are unable to obtain capital from their own 

savings. Consequently, they have to borrow money to arrange for capital (seeds, 

fertilizers, repairs, etc.). They typically borrow from large farmers, village moneylenders, or 

traders who charge very high interest rates (e.g., 24% for 4 months), often leading to a 

debt trap. They may also have to work as farm labourers for their lenders, often at low 

wages. 

Medium and Large Farmers: In stark contrast, these farmers have their own savings from 

farming. Their larger landholdings enable significant surplus production, which they sell in 

the market to earn a good income. They use these savings to arrange for the capital 

needed for the next season, or even invest in additional fixed capital like tractors, or lend 

money to small farmers. This self-sufficiency means they do not face the same distress as 

small farmers in repaying loans. 

This disparity in land ownership directly translates into economic inequality and creates a cycle of 

poverty for small farmers and landless labourers, as they remain dependent on larger landowners 

and moneylenders for capital and employment. 

4. Enumerate and describe the main non-farm activities taking place in Palampur.  

Ans: While farming is the main production activity in Palampur, a significant 25% of the people are 

engaged in activities other than agriculture. These non-farm activities are crucial for diversifying 

the village economy and providing alternative sources of income. The main non-farm activities 

observed in Palampur are: 

Dairy – The Other Common Activity: Many families in Palampur are involved in dairy farming. 

They feed their buffalos various kinds of grass, jowar, and bajra that grow during the rainy 

season. The milk produced is sold in Raiganj, the nearby large village. Traders from Shahpur 

town have established collection-cum-chilling centers in Raiganj, from where milk is 

transported to faraway towns and cities. 

Small-Scale Manufacturing: Manufacturing in Palampur is done on a very small scale, unlike 

the large factories in towns and cities. Less than fifty people are engaged in this sector. These 

activities involve very simple production methods and are carried out mostly at home or in 

the fields with the help of family labour; rarely are outside labourers hired. 



 

 

Example: Mishrilal, a farmer, purchased a mechanical sugarcane crushing machine run on 

electricity to process his and other farmers' sugarcane into jaggery (gur), which he then 

sells to traders in Shahpur, making a small profit. 

The Shopkeepers of Palampur: People involved in trade are not many in Palampur. The village 

traders are shopkeepers who buy various goods from wholesale markets in cities and sell 

them in the village. These small general stores sell a wide range of daily items such as rice, 

wheat, sugar, tea, oil, biscuits, soap, toothpaste, stationery, and even some cloth. Some 

families near the bus stand use part of their homes to open small shops selling eatables. 

Example: Kareem opened a computer class center in the village, noting that many 

students traveled to Shahpur for computer education. He employed two women with 

computer application degrees, providing a local educational service. 

Transport: A Fast Developing Sector: A variety of vehicles operate on the well-connected road 

between Palampur and Raiganj. These include rickshawallahs, tongawallahs, jeep, tractor, and 

truck drivers, as well as people driving traditional bullock carts and bogeys. They ferry people 

and goods from one place to another and get paid for their services. The number of people 

employed in transport has grown over the years. 

Example: Kishora, a farm labourer, took a government loan to buy a buffalo, which not 

only provides milk (dairy) but also pulls a wooden cart. He uses it to transport various 

items like clay for potters or jaggery to Shahpur, earning extra income. 

These non-farm activities, though limited in scale compared to farming, provide essential services 

and income opportunities, contributing to the overall economic well-being and development of 

Palampur. 


