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ABSTRACT 

Farming as a business requires constant inflow of investment and the investments in this 

area is made by both public and private sector. The private sector investment includes 

investment by organised corporates and households. Hence investment by private sector 

and individual households play an important role in increasing agricultural production and 

productivity thereby strengthening farmers’ income. Despite continuous initiatives of the 

Government, the share of Gross Capital Formation in Agriculture in Gross Value Added from 

Agriculture and Allied sector is declining. This reflects that farmers and private investors are 

often reluctant to invest in agriculture. There is a greater need to understand the reasons 

behind low private investment, and address these timely and in effective manner. 

Behavioural factors could be one of the main factors and considering behavioural factors can 

lead to more realistic and effective agri-policies. 
 

 

INTRODUCTION 
 

ccording to J. M Keynes investment 

refers to real investment which adds 

to capital equipment. It leads to 

increase in the levels of income and production 

by increasing the production and purchase of 

capital goods. Investments in any sector 

generate capital in the form of infrastructure, 

improvement   in   the   quality   of   natural 

 

resources and assets, and lead to the creation 

of productive assets. The importance of capital 

in a country’s economic development is well 

recognised and documented. Several studies 

have found investment as the single most 

important factor in the growth process (Lewis, 

1955; Rostow, 1960). Agriculture investment 

enhances production capacity and 

productivity. 
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Investment and Indian Agriculture 
 

Saini & Kumar (2020) define investment in 

agriculture as “the increase in the current stock 

of inputs, buying new machinery, construction 

of new buildings, poly-houses, etc. and 

investment in other allied activities”. Farming 

as a business requires constant inflow of 

investment. These investments are made by 

both, the public and private sector in India. 

Table I: Share of GCF in Agriculture & 

Allied sector in GVA from Agriculture & 

Allied sector (Figures in Percentage) 
 

 

Year 

At Constant (2011-12) 

Prices 
At Current Prices 

Public Private Total Public Private Total 

2011-12 2.4 15.9 18.2 2.4 15.9 18.2 

2012-13 2.4 14.1 16.5 2.4 14.0 16.3 

2013-14 2.1 15.6 17.7 2.1 15.1 17.2 

2014-15 2.3 14.7 17.0 2.3 13.6 15.9 

2015-16 2.6 12.1 14.7 2.5 10.9 13.4 

2016-17 2.8 12.7 15.5 2.7 11.2 13.8 

2017-18 2.5 12.3 14.8 2.4 10.5 12.8 

2018-19 2.8 12.9 15.8 2.6 10.9 13.6 

2019-20 2.4 12.8 15.2 2.2 10.6 12.8 

2020-21 2.3 13.7 15.9 2.1 11.3 13.5 

Source: GOI, Mo A&FW, 2022 
 

*:3rd Revised Estimates, #:2nd Revised 

Estimates, @:1st Revised Estimates 

The private sector investment includes 

investment by organised corporates and 

households. With about 90% share, household 

dominates Private investment scene in Indian 

economy (Golait & Lokare,2008). Hence 

investment by individual household plays an 

important role in increasing agriculture 

production and productivity thereby 

strengthening farmers income. In last few 

years, the data (Table 1) shows a declining 

trend in Gross Capital Formation (GCF) in 

Agriculture and Allied Sector as a share of 

Gross Value Added (GVA) from Agriculture 

& Allied sector, both in public as well as 

private investment. While public investment is 

determined largely as a matter of policy and by 

the availability of funds, private investment is 

affected by variety of factors, which differ 

over time and space (Golait & Lokare, 2008). 

Over the years, Government has centered its 

efforts to promote investment in agriculture. 

Major initiative by the central government 

include- priority sector lending concept for 

agriculture and allied sector to enhance 

institutional credit to farmers, introduction of 

various schemes for supply of seeds fertilizers, 

agri- machinery and equipment, and irrigation 

facilities at a subsidized rate to the farmers. In 

May 2020, the Government of India launched 

Aatmanirbhar Bharat Abhiyan (ABA), an 

initiative to strengthen all sectors of the 

economy. Investment in infrastructure, 

logistic, capacity building, in agriculture are 

among the major initiatives for agriculture 

sector under ABA. 

Agriculture Infrastructure fund (AIF) with an 

allocation of Rs one lakh crore under 

‘Atmanirbhar Bharat Abhiyan’ focusses on 

developing agriculture infrastructure related to 

post harvest management, and also for 

community asset management. Additionally, 

Rashtriya Krishi Vikash Yojana (RKVY), a 

centrally sponsored scheme of the 

Government of India focusses on development 

of agriculture and allied sector through various 

projects in Public Private Partnership (PPP). 

The Pradhan Mantri Kisan Samman Nidhi 

(PM-KISAN) Scheme provides income 

support to farmer families, to enable them to 

take care of expenses related to agriculture and 

allied activities as well as domestic needs, 

The Behavioural Approach 
 

Despite constant efforts of the government, 

farmers and private investors are often 

reluctant to invest. Literature suggests several 

reasons of such inertia such as incomplete 

information and limited cognitive abilities in 

financial decision making (Musshoff & 

Hirschauer, 2011), risk aversion in adoption of 

new technology (Knight et al. 2003), 

uncertainty over future returns (Ihli & 
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Musshoff,2013), status quo bias (Hermann et 

al. 2015) etc. Dessart et al., (2019) identified 

that number of behavioural factors are 

responsible for this inertia and considering 

behavioural factors enriches economic 

analyses of farmers decision making and can 

lead to more effective policies. 

Studies from the field of Behavioural finance 

suggest that people are not fully rational and 

they do not act rationally while making 

investment decisions i.e. they do not choose a 

course of action which helps them in 

maximizing expected returns based on a given 

level of risk as claimed by the traditional 

financial theories. Hence their decisions are 

affected by behavioural biases and heuristics. 

Heuristics are the mental shortcuts or rule of 

thumb people use to form judgements. These 

heuristics sometimes lead to judgemental error 

called cognitive bias. Some of these biases are 

Anchoring bias, Representativeness, 

Availability bias, Familiarity bias, and 

Overconfidence bias (Rehak et al. 2010). 

Additionally, certain biases also arise from 

people’s preferences. Behavioural preferences 

capture the attitude of the people regarding risk 

and return which violates the principle of 

expected utility theory. Some of the important 

features of behavioural preferences are loss 

aversion, self-control, mental accounting, 

regret aversion etc. 

Way Forward 
 

It is worth appreciation that India has policies 

in place for agricultural development. 

However, policy makers need to consider 

behavioural factors while framing them. In 

order to progress in agriculture via 

implementing these policies and expecting 

desired results, we need to understand 

underlying behavioural dimensions of the 

stakeholders involved. The interventions and 

initiatives must therefore be directed 

accordingly. Behavioural changes in people 

may be brought through extension machinery 

and also through policy formulation which can 

prompt people to change their behaviour. A 

triple helix approach via Agri-Universities, 

Government and Private Sector may help in 

achieving the goal. 
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