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1.1. ObJegt!Ye of the Pre~ent Stu~r 

!he rural ~arm hoaaehol~a Which constitute more 

then 70 per oent of the rural houaehol~s oooup7 a oruoial 

position in Inaian eoono=r both in terms of their size as 

well as produotiYe aotiYit7 in Wbioh the7 partiolpate. 

!he more important ~iatinguiBhing oharaoteristios of thia 

group of houaehol~a are atruoture of their asaet holdlnga, 

~lnenoial markets in whioh the7 deal ana, henoe, oompoaition 

of their liabilities. 

'the t!eoiaiona of millions o~ these houaeholt1a 

(proauoera-oum-oonsumera) regarding production, consumption, 

saYing ana inYestment in the non-ftnanoial sphere and 
I 

borrowing ana len~ing ln the ~lnenoial sphere determine the 

oourae of eoonomio ena finanoial t!eYelopment in rural India. 

The ~eolaions in these two spheres are not onl7 interaepen

dent but mntuall7 ~etermining also. ~or example, aYalleb1-

lit7 of orealt along with aaYlngs aete~ne expenditures 

(business as well as household) and, oonaequentl7, influence 

·output ana inoome ~lows end oompoaltlon of expen«1iture. At 

the same time, ohanges in lnoome lnt.luenoe saYing ana 

inYeatment deolsions, llqul~lt7 needs, borrowing ana len~lng 

en~, tbereb7, flows through financial channels • 

.ADalJtloal ant! emplrioal lnqulrlea Into the patterns 
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ot theae aotlrttlea ot the rural term honaeholc!a (hereafter 

reterrec! to aa farm hottaeholc!a) are ot Yltal Importance 

trOm the Yiew point ot un~eratanc!lng the tunotlonlng ot 

thla Important aeotor in the eoono=7. 

An appropriate atatlatloal framework tor thla 

purpose 1a proric!ec! b7 the Soaroea-anc1-11aea-ot-J'unc!a (SA11l) 

atatementa, components ot the 7low-ot-lUnc!a (Fo•) BJatem 

ot National Aooounta. 1 !bese statements, Whloh preaent a 

aeotor•a current tnoome, expant!ltura, saYing ana lnYeatment 

(ncn-ttnanolal tranaaotlona on ourrent a a well a a oapl tal 

aooount) ana borrowing, lenalns (tlnanolal tranaaotlcna) 

tn an 1ntegrate4 aooountlng rramewort, enable the anal7at 

. to unaerstana the tanotlontnc ct the aeotor. 2 Mereoyer, 

the oomprehenalYe reoora ot aotlYltlea ot the aeotor 

'brlnga out the lnter-relatlonahlpa between attterent parta 

ot the atruoture ana ao aan ala anal7als ln a war ln whloh 

partial c!ata, whloh_tooua on one_ena onlr ot eaoh tranaao

tlon oan hope to ao. • (Stone, R. ena Roo, A., 1971 ). 

In Indla.For aocounta are being oompllaa ana 

published b7 the Reaerwe Bank ot Inata (RBI).l HoweYer 

the presentea aocounts are oontlnet! onlr to tlnanolal 

tlowa. The non-tlnanolal flows are not oatlmatea, non

eYallabll1t7 ot data beln3 the prtmar.r reason tor lt. 

Thua, the enatlng framework or -.o-, 1s not eul table tor 

atuaJlng the 1nteraot1ona bet•een non-tlnenolal ena 

~lnanolal transsotlons.4 



) 

Furthermore, the present framework of the .,or 
accounts ta not ac!eq1Jate for anal7zlng the behartour of 

. -
the farm houaehol~a even !n financial markets for the 

following reasons. 

Flratl7, the ~or accounts ~o not provl~e an expllolt 

reoora ot ttnanolal flows ot the term houaehola sector. 

'rhla sector forma a aub-aeotor ot the 'llm1sehnlf1' sector 

which is one ot the atx sectors tor mtoh I'O:V aocount11 are 

being oom.pllec!. Dealc!ea term houaeholas, the •nnus~hol11' 

sector 1noluc1es pure houaeholas, non-corporate non-tam 

bualneas 1noluc!1ng partnershtpo, oharltable lnstttuttons 

and trusts ana unorganlaea tlnanolal egenta like mone7-

lenaora ana 1n~1~noua bankers. Due to non-avallabtltty of 

data on tlnanolal flows of aub-aeotcrs, the estlmatea 

pertaining to the lalhole '1Tmt8eh~l-'' seotor are preaentea. 

Seoonc!l7, aa mone)'lena~r• ana lnc!lgenoua banker• 

are lnoluded 1n this sector, a large volume of flnanolel 

flows in unorgenlaed monq market, which lnc1ee4 la an 

Important source of tlnanoe tor the farm houaeholas, la not 

revealed ln the ottlolal aooounta. One may prepare aooount•~ 

tn a gross form (t.e. ahowlng lntra-aeotoral tranaaottona 

e%plloltl7) In order to Incorporate these flows, provided 

the requlrea data are aYallable. However, here alao the 

non-aTallablltty ot data on regular baala la a maJor 

oonatratnt. It should be noted ln thla regard that the 

lntormatlon on thls aspeot ta available only at deoennlal 
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~~~enel~ from !'ebt anc! InTeatment sun•1• oon~uotec! b7 

-t~e RBI atnoe 19S1-S2. 
~ ,. . 
lt' tf 

~~i \ ·- Ynoit!entell71 the Central ~tatiatioal Orgmizaticn 

(¢so)• the ageno7 responsible tor oompiltng National Inoome 
I 'nc! relatea aggregates, estimates aaTtng anc! oepltal 

I 
/formatlcn of the 'H2"1!1ehn1., 1 aeotor. Howeyer1 tor reaaona 
i ' 

;. similar to those mant!onec! aboYe 1 theae estimates alao 

pertain to the eg6l"e.;ate 'l!onsehnlf11 seotor (RBI, 19S2 

P.J)• It neet!s to be notet1 tbat ftpproprlatlon oooounta tor 

the farm honaehol~e are not belng oOMpilea at present ana 

henoa the 1ntormat1on on income reoatvea b7 the tarm 

\ houaebolc!s la not aTallable. (!lata on current co:lft11mptlon 
\1 

t;: e:tpendlture are, howeYer, available from th8 NSS Dune7a). 

/ In Dlm, tb8 axtatlng aet of Natlcnal koounta c!o not 

proTl«e a· tramewcil'k sui table tor anal7Zlnc tha bebaYiounl 

as~ots ~ tho tam howseholas. 

·, Therefore, in this atuc!7, we propose to compile SATD 
I 

'aooount1Jig st•te~nts tor the fal"Dl houaehola eeotor ana 
I 

.· anal,.ze them for. tbtt ,..a!'a tor wbloh data are aYatlable anc! 
(' 

tborsb7 till tn the ~P In exta~lng ~ata bsae at least 
} 

psn1~17. ~~ complete aoommta are eatlmtea to!' tbe two 

bench-mark 7ears; Yiz., 1961-62 a:tc! 1971-72. J'or these two 

, 7e~s tho aooounta haTe been eatlmatea (1) at all Int!la 
'} . 

lfTel} (11) for traotlle groups, and (111) at atate leTel • 

..! 'l'he estlMtes prezentsd tn the stut17 are basea on 
I . 

/aeoont!ar.r. t!ata souroes publ18het1 b7 the cso, RBI ana 
l 
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National Sample Sur.e7 Organlaatton (NSSO). Tbe eatimatea 

or non-flnanoial transaottoaa en current aooount haTe been 

der1Tea from cso•a estimates ot groaa/net domastio product 

ena different surTe7a conauotea b7 the Nsso. ~or estimat

Ing capital aooount tranaaotlona ana borrowing ana lenatng, 

espeolall7 tn unorgenlzea mone7 market, heaT.r rellanoe haa 

been placea on the data thrown up b7 the deoenntal Debt ana 

InYestment surwe7a oonauotea b7 the ~. The first surTe7 

wBs ocn(htotet1 1n 1951-52 v.hlle the latest In 1941-82. 

nowoTer tbe t1rst ~ surwer was not baaea on ranaom 

sampling; h=noo, .the rellablllt7 ot c1ata ma7 be open to 

question. 'rh3rotoro we haTe not oomptlea the ::JATJl state

menta tor 19.S1-S2. 5 So rar •• 19\!1-li2 BUrTe7 la oonoernea, 

" psrt o-r the :result~ }iGrtalntng to assets an~ lla'bUltlea, 

1.o. stock esttcnte3, haTe onl7 baen pu'bllshea uptll now 

(RBI, 1987). !heretoro we oould not estimate the SAU7 

.stete~eut tor this Jeor. 

1. 2 A brier OT6rvlew or other PJtu~tea 

'I'hcugh ST3temat1o et.tempt to compile complete SATm 

stAtement• ter the ta~ houaehola aeotor haa not been maae 

so tar, ther~ ere stualea wh1oh haTe dealt with certain 

aa,~ota of 2nal7nls ot farg houa&holas, auoh ea, (1) 

est1ttnt1on en4 a:nl7s1m ot aaYlng behaYlour ot farm houae

hol~s, ena (2) borrowing behaviour ot tarm houaeholc1a. 

'l'•~ st~tf11o:J ot the f1rat t7pe ma7 be mentlonea, one 

by RBI (196S) and the other bJ UOd7 (19a3). 6 In hta atuar, 
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1roa7 hea estimate~ aovlng or rural houaeholaa, agrloultural 

houaeholas ana non-eGrloultural houaehol~• ana the resultant 
.. 

tlcwa. Bestaea the 11m1tet1 ens arlalzi& out or the broact 

eaaumptlona he baa ma~a whlle eatlmatlng aaTlng, mala 

drawbaoka ot hla oatlmatea ana analJaia are aa tollowa. 

lirstl7, there seems to be an upwar~ blaa ln hla aattmatea 

ot agricultural houaeholaa• aavtng. !he taotora Whloh haTe 

lntro<luoea tbe bifia era ment1onot1 tn the next ohaptor. 

Secon~l7, slr.ee total lnocaa reoolve~ b7 agricultural 

houafJholc1s 1a not oatltlato"• the oov!.ng rct~s are oomputea 

b7 relating &oTlnss to 1nco~a a~ner&t~~ 1n esrtoultura. 

In the spatial analrsto such a ~~th~ te1lo to prosent a 

correct picture beoausa tho p~oportton ot nnn-tnrm lncoms 

Ter1es oonslderabl7 trom atoto to atate. 

!he •~oon4 t~e cr stue1es ~n~tonea above tocua 

malnl7 on the cnal7s1a ot ~o~na ter external tun~a (I.e. 

bor~nss) ana o:ploro the ~aterm!nants ot th~ rntea of 

interest ln rnrcl J:'J.OnGJ nsrk~ta. (l'snl 1966, Pant 1977). 

the latest JGer fer ~lob the studJ 11 mado relates to 

1961-62. 

Our stut'T cUtters trom the ·etove two tnes or 
atu.!1ea 1n the following respeotu. llrotl7, .-hereea both 

tte etore-~cntlcne~ typGa ot stu4les anal7ae o pertlouler 

aspeot of behaYlour or thG ra~ hous~holds, wo haYe oompllect 

a comprehensive tltatist!.ocl. trimellork M41ch e.anbla one to 

un~ertake a \molescr=.c s:1&1J's1a or the eot!vltlea ot the 
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rarm houaeholas. Seconc!l7,b7 anal7zlng the SAU7 ror 

rraotlle groups ot tarm houaabolc!a, we haTe gone Into 

afatrlbutlonal aspeota whtoh Uoc!7 has not touchec! upon. 

!hlrc!l7, we haTe gone a atep aheaa ot Pant ln analrzing 

borrowing beharlour or these houaeholc!a b7 tormalatlng 

(1) a separate c!emana tunotlon tor non-lnatltutlonal loans, 

an4 (11) structural equations mot!els e%})11cating the casual 

relationships between explanator.r Tarlablea 1D the t!emana 

tunotlon. 'rhe structural equations moaels haTe enablec! ua 

anal7ze nrlOtta lnter-relatlonahlps between organlaea ana 

unorganlsec! monq markets whlch operate Tla tam houaeholc!a' 

tranaaotlona 1n non-t1nanclal markets. 

1.3 Qgtltne o~ the thesis 

'l'he broaa outline ot our thesis la aa tollon. 

In the aecona chapter, concepts unaerlJlng the BAU7 

statements 1n general ana those pertaining to the tarm. 

househola sector in particular are c!lacuaaea. The tam 

household sector la aettnec! to lncluae all oultlTator 

tamllles - owners aa well aa tenants - reaic!lng ln rural 

!he thtra chapter contains a c!etallea c!iacusaion ot 

sources ot c!ata ana methoc! ot estimation ot SAUl statement 

aa ~etlnea ln the aecona chapter. 

'l'he tourth chapter la c!evotea to an anal7sla ot SA'Jl 

statements. The anal7aia pr1marll7 toouaea upon changes ln 

income, borrowings, sarlng ant! lDTeatmant ana compost tlon 



ot eaoh ot them. The reg! onal Tarlatl on a a a well a a 

aeoular changes ln lne~uallt7 ot atze.alatrlbutton ot theae 

Yarlablea haYe alao been anal7zea. The nature ana oharaoter 

ot aurplua t.lowa tor the tara houaeholc! aeotor, a aub-aeotor 

ot the 'Ho~seholO' aeotor whloh la a largeat aurplua aeotor 

tn our eoono=7, la delineated tor the beaoh-mark 7ear1, 

Yiz., 1961-62 ena 1971-72. 

Uoc!elling the borrowing behart cmr ot tana houaehold s 

la the main theme ot the tltth ohapter. T.bla ohapter ia 

c!lTic!ec! into three parta. In the tlrat part the oharaote

rlatloa ot organised ana unorgenisec! aeotora ot the rural 

mone7 market are c!laouaaea. In the aeoona part, a moc!el 

ot ta~ houaeholc!a' aemana tor total loana 11 tormulatec!. 

!he demand ia expreaaec! aa a tunotton ot rate ot Interest, 

lnYeatment expenc!l tures, tam117 e%penc!l ture• anc! aaYtng. 

'fhe . aemnct tunoti on a are eatlmatec! aeparatel7 tor all 

household• ana·ror traotile sroupa ot houaeholc!a. A 

atruotural equations model ia tormulatea tn order to oapture 

the lnterc1epenc!enoe among explanator.r Tarlablea. In the 

third .part, a single equation moc!al ana atruotural equa

tlona mcdel tor the demand tor non-institutional loana 

haYe been tormulatec!. In ac!c!ltlon to the erplanator.r 

Yariableain the c!emant1 equation tor total loana, one more 

Yarlable, Tiz., ahare ot tnatltutlonal loans, la lntroauoed 

in the -'emant! equation tor non-tnatltutlonal loans. The __ _ 

nature anc! extent ot the complementary enc1 oountenalllng 
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tnt.luenoea ot the lnatltutional ana non-inatltutlonal 

aegmenta ot the rural moner market ere elao outllnea. 

The last chapter sucmartzea the main tlnt!lnga ot 

the atuay. 

'l'o aum up, the mOt!eat aim ot thla atuc!7 la to till 

the gnp ln the existing empirical baae neoessar.r tor 

atua,tng the operational eapeote ot the term househola 

sector. The SADF statements ere compllea ana analraea tor 

the years 1961-62 an~ 1971-72. The enalreia taollltatea 

evaluation ot structural changes In Incomes ana.expen~iturea, 

borrowings ena lenalnga, that haYa taken plaoe aa a 

oonaequenoe ot technological change that Inatan as:ioulture 

experience~! In 'Cllt1-s1xties. Slnoe the atate-w1ae aooounta 

are also oompllet!, the analrsta throws light on the reglonal 

dimension ot the structural change. 
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J"ootngtes 

1. The 1'0' BJ&te:a ot aooounta la nothing but a matrl% 

that puts together SAUl statements ot eoonom!a 

unlta/aeotora aide b7 alae. For details aee 

Chapter II. 

2. 
. . . the . 

We shall return tofdetlnltlcn ot non-tlnanoial ana 

· · tlnanolal trenaeot1 on a in the next chapter. 

3. Aa shall_ be seen 1n the next chapter, the l07 

aooounts, Wbtch were inltlall7 ~·••loped aa 1naepen

dent eat ot aooounts, now form an integral part ot 

the SJatem ot National Aooounta (trnltac! Nations, 

196S). HCMaYer, in man7 oountrlea auoh aa tr.B.ana 

Inala, the agenolea responalble tor eatlmatlng ror 
atatlatloa are Central Banks ana not the ottlolal 

agenolea whlob prepare National Inooma ana Proc!uot 

aooounts. In Inala the tirat set ot 701 aooounta 

was oompllec! b7 a group of experts drawn trom cso, 
RBI anc!_Plannlng Commlaalon. Tbe aooounta that were 

preparea were oomprehena1Ye1 recording both non

t1nanoial aa wll aa t1nanolal tlowa (CSO, 1963). 

HoweYer, onl;r non-ftnanolal tranaaotlona whloh 

involYa uae ot mone7 and credit (monatizea tranaao

tlona) were lnoluc!ed ln the a;ratem, lea1ing aaiae 

kind transaotlona (non-monetizea tranaaotlona). 

Atterwarda ~ started compiling tlnanolal tlowa 

aooounta. 
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4. In Inaia the ~or atetiatica ere mainl7 use~ tor 

financial planning. A ftnanctel mo~el enables 

planners to compare sectoral eaTing rates with 

plannea sectoral lnYeatmant ao that the neoeaaar.r 

t1nanotal transfers to aohleYe sectoral targeta 

can be aete~inea. (Panl 1977, Bhatt v.v. 1971, 

ntyatta ana Venkataohalam, 1976). 

5. It aboulc! be notea here that though 1961-62 aa 

well as 1971-72 surYe)'a were baaea on ran a om 

aempl1ng, the sample size was larger in 1971-72 

(12,000 Tllleges) than ln 1961-62 (2,000 Ylllagea). 

Deslaes, there were also some ~ltterenoes tn the 

sample aeslgn. For example, while seleotlng the 

·aemple hmtaeholc1s trom amnple Tillages, the 1971-72 

~rTey tlrat atratltlec! the Ylllaga houaeholaa, 

whereas the 1961-62 surT~ chose houaeholaa without 

prlor atratlftcatlon. HoweYar, the larger number 

ot a~ple houaehol~s aeleotea from each Tillage tn 

1961-62 sune7. (40 houaeholas) as oompana to 

1971-72 BUrTw,r (10 houaeholc!s) ls e%peotec! to otteet, 

at least partl7, the aetlclenoy on aooount ot lack 

ot atretltlcatlon. The issue ot non-oomparabll1t7 

ot tbe ~ata tor the two 7ears on acoount ot these 

~ttterenoea, howeYer, needs to be atuc!lea. 

6. T.here are many atuc!lea •h1ch haTe eatlmatea ana 

anal7aec1 the rural aaTlng behaTlour at aggregate 
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.leTel. A partial ltat or auoh atualea la & NCAIR 

(196S1 1972 1 197S) 1 ~atta Ro:rohou.c1hul71 ~ (196S), 

Krishna RaJ ana Ra:rohuaahur,r, (1980). BoweTer, 

these atualea are not ~treotl7 releTant to ua 

alnoe no separate anal7ala ot the aa11nc ot the 

agrtoultural houaeholt!a ••• attaptet! ln the11. 
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CHAPTXR II 

A lRAMEY()RK OlP -, ARY. HOUS!ltOID 9XCTQR SOUR QXS.. 
~ND-USES-07-FUNDS STAT~~NTS 

This chapter outlines a conceptual framework ot the 

SA07 statements which bas been used in preparing estimates 

ror the term household sector ln the stu¢r. Since SAcrr 

statements are the elements ot 70F a7stem ot accounts this 

has been done in the context or the conceptual frame ot 

rerereaoe ot roF systea ot accounts tor the eoonom7. lblle 

a generalised framework ot the ror accounting s7stem ls : : 

presented 1n Section I, Section II deals Yiith the particular 

framework ot SJ.trl statements adopted ln the present atud7. 

I 

2.1 TEE FLOW-OF-FUNDS SYSTEM OF ACCOQNTS: 
HISTOIUCAL PRRSPRCTIVX 

the lOF aysten ot accounts, one component ot the 

National Accounts System, is designed to record tlnancial 

transactions between broad sectors or the econc!Q' along wl tb 

the data on no:a-tlnanciel trensect1ons that generate output 

end income. The origln ot the present dey. FOr s7stem m&J be 

traced back: to Jlorrls Copeland's classic stuc2y, A Stud7 ot 
Moner tlows in the United StAtes ( 1952). In that study, he 

developed the moneytlows accounts as en altornatlve·:to 

National Income end Produat accounts (Bain, 1973 ). HoweTer 

a number ot mJor changes were mde subsequentl7 in the 
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format ot the orlglnal accounts. The ohangea were almed 

·at 11nk1ng the accounts 11:0re oloacl)' !4th the national 
-- 1 Income accounts. After oonal4erable dlsousalon, the 

reylsed 87Jitb:l or National Aooounta proT14e a framework 
ot 

.whloh is a a)'Dthesla ot tbe conceptual trames/t~••• two 

aooounts. (On1te4 Uatlons 1 1963}. We sball aee lster in 

thla chapter that the present framework ot FOl aooount la 

enTlaaged as an extension ot saTlng-lnTestment ~ooounta, 

(or National Income accounts) w1th the •~he~• ot 1nat1tu

t1onal aeotor1zation. 2 

2. 2 CON'OltPro AL J'RAl~'ORIC o:r 'nT!r 'FQ)t STSTT.U OP ACOOUNTS 

In lta simplest t~m, the ror 1a a a)"sta or aocounta 

1n whloh (a) the economJ 1a d1Y14ed into sectors; (b) SAUl 

. statements tor eaoh seotor are oonstruoted; and (a) these 

SJJJ7 statemsnta are plaoea aide b7 a14e to get a J'OI' matrix 

tor the economy. In praotlae,.oonatruotlon ot lO~ acoounta 

1nY01Tea detlnlng t110 concepts underl7lng the ror eooounta 

ylz., (1) aeotora and (li) SAUF statements in a manner that 

1s both theoretloally aatlatJlng andS~plrloallJ mean1ngtul. 

In what follows we detlne and brletl7 diacusa these two 

oonoepta. 

2.2.1 S80tor 

In the FOJ' aooounta the terra aeotor1ng retera to the 

manner ln whloh all independent 4ec1s1on-mak1ng unlta (l.e. 

trans~otora) 1n the economy are olaasltled into dlatlnct 

aeotora. 
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In general, two main criteria tor defining the 

sectors in FOl' accounts ms7 be noted. nrat la the criterion 

ot homogeneity which demands thet e sector should be det.lned 

in such a r.anner that the accounts or different aeotora 

Po.tt%87 dlatinot patterns of behaviour. A aecond principle 

la that ell tbe tranaectiona of a deolslon-making unit are 

allocated t? one r~d only one sector. Thla 1neT1tabl7 loada 

to 'instltutlonal' grou;lng ot tba economic unlta. 

j 
-· '!'here la no unique or •ideal" aectori::g or the eoono=7 

rb7 grouping the deol81on-~k1ng units. In practice, the 

mnmum nwr..ber ot aeotora depend a upon the relet! Ye homoe;e

na1t7 ot tbe deoislon-maklng groups ln tbct econo1127 na well 

as b7 eYailabil1t7 of data. 

In general, the scheme of sectoring in 101' accounta 

la such that the domestic financial inatltutiona constitute 

e separate sector. Otten, tbe financial lnatitutiona are 

separated into monetar.r systeM (l.e. banks) and other 

financial institutions. A minimum dlYision within non

tlnsnoial domostio sector ia between priYate corporate &nd 

publlo sector units. Households (consumers) are aggregated 

into a dlftereut sector on the assumption that the7 behaYa 

dltrorently from producers. Rest of the vorld 88 a aeparat11 

sector la added to close the nooounta. 

Considerable compl1cet1ons, howeYer, 8rlae in the 

treatment ot the households wbioh are both oonaumera 8& well 

as producers. The oriter.lon ot homogeneltr dictates that 
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production and consumption act1~1t1ea ot these bouaeholda 

should be sepsrsted. Thua, the appllcetlon ot homogeneltr 

prlnoiple leeds to a violation ot the second prlnclple l.e. 

transactlons ot a alnsle 4ecia:1on-mklng unlt shoald not be 

dinded into two sectors.. In :ro:r aocounta auoh a 41ri.a1on 

ot assets, which are undGr oom=on control, la 'artltlclal 

to ·some extent since man;, deolsiona to bu7 and sell or to 

ler.d or borro.._. are based on a proprietor' a entlre tltu1nolal 
,' 

situation'. (Bosrd ot r-ovGrnors, 19SS, !).9S). In sln£].e 
I 

proprletorsh1pa porticularl71 bua1neaa erptnditurea compete 

with ramlly expenditures tor a total pool ot reaouroea whloh 

la at the disposal or the ~roprietora. ~ e pro~leo ot 

segregation ot consumption and production aotiTltles of the 

proprietors ls fUrther oomplloated beoeuse manr ot th' 

produatlon and t1nano1al trensaotiona ot the proprietors 

sometimes serye both the~e purposes slMUltaneouslJ. rarmera• 

investment 1n tractor, electric power SJatem, loans tor 

current consumption or tar.dly labourer= =ay be olted as a 

tew 1llustretiTe exemplea 1n this respeot. 

The treatment of unincorporated non-farm business and 

term seotor ditters tram oountrr to oount17. :ror example, 

ln the United S~atea, tarm bua1neas and non-term non-corporate 

business are treated as separate aeotors, and eoob ot tho 

oeotor's lnoome 1a assigned to the household aeotor (Board 

ot Governors. 1970). In India, as_ ment1one4 earlier, 1t 

hea not yet been possible to eeparato the aooounts ot the 
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households who are pure consumers trom those wbo ere 

producers-cu~oonsumars. As a reault, the •nqu,@bold' 

seotor includes unlnoorporeted non-term buslne!a, farm 

bua1ness, non-protlt organlsetlons along with pure households 

and, ocnaequentl71 dlaple7a conaldereble heterogenelt7. 

As we shall see later, the term houaehol4 aeotor ln 

tbla study 1a det.lned aa aggregate of fltm=housebolde. 

2.2.2 Scurces-er1-Uses-of-Vunds St~t~~ente 

A SAUl stete:ont tor a sector nen be desorlbed •• an 

ortenlsed arrengement or sources and uses ot tunda tor that 

sector arialng out ot lts transaotlona that ere included ln 

the s:ystem. All tranoaotlona - current end cepl tal, 

tlnanolel and non-tlnanolal - ot a slTen group ot eoonomlo 

units ere lnoluded 1n a sector's SAUl accounts. Non-tlnenolal 

transactions refer to puroh~ae end sale or real tpoda and 

services. 'rhe:le 1tl87 be of two trpGs, viz., oepltal transeo

tlons and current trense.ot1ons. · Aoqu1elt1on or reel aaaeta 

witb expected llte ot more th~n one 7e~r 1s o trausftotlon 

on capital account vd41le pu:4haoa or real goods \Vh1oh haYe 

an expected 11to ot loss than one yenr (non-durable goods) 

1s transeotlon on current ecoount. Transactions ln t1nano1al 

olc1ms er3 tormed as tlnano1al transeot1ons. Thus, net 

incurrence or llnbllltles (or not 1saue or t1nanolal olalDS 

on one eelt) l.e. net borrotd.nas trcm others ls a t1nano1al 

source b7 det1n1t1on ~~ile a t1nana1al use denotes purohaae 

or oltlltr.:J ega! not someone el•e (1. e. tlnanolal esaat) end 
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: i 

I 

1'a nothing but lendlnga to others. 
,1 

( ConYentlonally, onl7 transaotlona Wbloh lnYolye 

us~ or mone7 and oredlt are recorded ln the J'O:r aooounta. 
~ ' 

HOweyer, the aoope oen be broadened b7 1nolud1ng 1mputatlona 

' and .klnd transeotlona. Attempts haTe been made to uae 

'J~p~t~tlona and accruals ln ro:r aooounta. (Cohen, (1972) 1 

/Copeland, (1957), Read, (1957)). 3 

The atruotu~• ot the SAar eooounta la presented ln 

the following table. 

~~ble 2.1: A Framework ot Souroea-and-Uaea-lUnda-Statement 

- - ~ ~ ~ ~ - - - - -- - ~ - - - - - - -- - -- - -- --Souroea u ••• - --.. - - - ... -- - - .. - .. - ---- .... - -- - -- .. --
C;.~rrent Account 

C1.1rrent Beoelpta 

Ct~tpltnl ftooount 

Saying (~Net worth) 

Current b'pendl ture .. 
Saving 

InYeatmont ln Phyaloal (Real) 

Assets (~RA) 

Borrovd.nsa (~ Llabllltles) Change ln lbne7 holdlnga (~ U) 

Aoqulaltlon ot other llnenolal 

.Aaaeta 

( ~ Lendlnga) 

~ Souroea • :E. Uaea 

_..,_ ----------------------- .. ------
The SArTI statement presented in the aboYe table oontalna 

two aub aooounta; ourrent transaotlon aooount and oapltal 

trenaaotlon eooount. 
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The current transaction sub-account recorda aourcea 

and uses or current non-t.lnanclel transactions and the 

account la closed bJ including the balancing entr.r l.e. 

saYing or diaaaYlng. 1bia 1a tem11ler income-outle7 account, 

sources alde of which comprise current receipts ~ile current 

expenditures ere Shown in the uses aide. The balance between 

current receipts and current expenditure is aaling end ia 

ahown on the uses a14a of this aooount with appropriate 

sign. In the oeae of households, current reoelpta ere 

taotor incomes acorued to the households Wblle lt is malnl7 

sales reoelpta tor the business tlrma. Current expenditures 

on wages and salaries, raw materials etc. appear on the uaea 

aide of the lnooma-outla7 aooount ot the bualness firma. 

ZXpenditurea on non-durable consumer £Qoda end aerYloea to~ 

current uses ot the households. 

The oapital trftnsaotiona sub-account recorda eouroea 

and uaea ot non-financial tranaaotiona on oepital acoount 

and tlnanolal transactions. It can be seen that the entries 

ln this part ot the aocount depict changes in the items ot 

balance sheet referring to two time per1oda. 4 The balance 

sheet of a seotor 4ep1cta assets (both ph7aical and 

t1nanoial) and liabilities at a particular point of time. 

The balancing entr, between anaata end liabilltiea la net 

worth. The changes in phJaloal (real) and tlnanolal aaaeta 

ln two auoceas1Ya balance sheets are equlyalent to phyalcal 

(real) 1nvestmenta end t1nanc1al lnyeatmente reapeotlyely.S 
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S1mllarl7, change in llabilltlea la equal to net borrowings 

during the period. Since nat worth la detined ea the 

d1tterence between assets end liabllitlea, change ln net 

worth la ldantloal nth the balance between change ln 

assets and ·change ln llabllltiea. !his, ln turn, mu.t be 

equl Yalent to eanng (non-spen4lng) on current aocount since 

an7 excess ot current reoelpta oYer current expenditure 

•miust lm.pl7 either a build-up ot (atook ot) total esaeta or 

a reduction ot llabllltlea, or aome combination ot the two, 

exectl7 equal ln amount to the exoeaa or current reoeipta 

oYer current expenditures (Bltter, 1970 p.26). 

Tbua, a oomplete SAUF statement tor a sector combine• 

income-outla7 statements and changes in balance sheets and 

the logical link between these two aet ot accounts la 

proYided b7 the sector's aav1ng. 

It should be noted here that the aocounta presented 

ln !able 2.1 do not include net current and capital tranatera. 

In order to complete the SAUF, 1t la neceasaJ'7 to lntroduoe 

these entries. 

Since eaob sub-account 1n the structure la balanced 

lndependentl7, removRl or the item ot aartng trom SAO., 

statement does not disturb the· equal1t7 ot total aouroea 

and usea ot tuDda. 6 HoweTer, placing saYing along ~th 
lnTestment ln SA07 aooounta provides a perapeot1Te tor these 

totals ln terms ot tlnenoial tlowa which are a consequence 

ot the patterns ot sectoral saYing end lnYestment. At an 
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lndlYldual sector leYel, saTing la aeldom equal to lnyeat

ment. Xn tact, the oondltlon ot equallt7 ot aourcaa aD4 

uses" or tunda on cep1tal tranaeotlon aub-aocount lmpl1ea 

that lnYeatment plus lending must equal saYing plus 

borrowing. It a aeotor'a aaYlng exceeds lta 1nYeatment, 

lt follows logically that lta lendlnga are ln exoeaa ot 

borrowings. Slcllarl7, exoesa ot lnYaatment oYer saYing at 

the sector leYol lmpllea that lt borrows more than lt lends. 

Thus, the S.lt17 acoounta presented ln the aboYe framework, 

whloh explloltl7 reoord saYing and lnYeatment magnitudes, 

•oan be ylewed as a dlreot extension ot lnooma and produot 

atruotare lnto the tlnanclal markets ot the economr, with 

the purpose of establl8hlng 4ireot.11ntasea between data ou 

saYing and lnTestment, the oapltal account ln the lnooma and 

produot structure and the lending and borrowing actlYltlea 

that are associated wlth aaylng and lnYeatment.• (Ro7 

Choudhur,r Uma Datta and.l~herJee tOni, 19S4, p.71). In 

other words, the now-ot-:runda a7atem ot accounts ln thla 

framework oen be aonaldered aa 1 complem.entPr.J1 to National 

Income and Product Accounts and not aa an 'alternatlyet to 

thetll aa Copelard had or1g1nallJ" ooncelYed them to be. 

l'hen the SAUl' statements ot all the aectora are 

placed aide by aide we get a ro~ matrix tor the econom7. 

The degree or oomprebenal Yeneas or the SIJIJ' aocounta ln a 

lOP matrix, baweYer, ma7 Yar,r. For instance, 1natea4 ot 

presenting complete SAU7 atetementa (Table 2.1), current 
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tranaaotlon aooounta are often oocpreaaed into one alngle 

entr,J1 Ylz., saYing and only oapltal aooount ot the S1U7 

statement a are shown. An llluatretl Ye matrix wh1oh oontelna 

onl;r oap1tel accounts la g1Yen below. 

Teble 2. 2: 'l'he ~low-or.:runda J:strlx tor the XoonoQ. 

~ ~ ~ -.~ ~--------- ~---- ~---------
S~~Jotora : 1 2 3 All seotora 

'l'ransaotlona SF UJ' Sl U1' Q UJ' Q U~ 

---~~----~-----~-------~----~-
Savlng: ., 82 ., s 
Investment 11 12 1) I 

Dorrold.ng · b2 b2 bl B 

I.en41ag lt 12 13 L 

Hoarding ht h2 hJ H 

-- .. _ ------------ ---
__________ .. __ 

IJ7• tnt S"'• ur S'l• 07 sr- '01' 

l!a.!...: '!'he~ 8'.aall letters 1d th1n the matrix represent the 
( 8) 

data tor aeotor aannW, lnYeatment (i) • borrowlq (h). 

!be oapltal letters represent the aggregate sum 

totals tor the econo=T aa a whole. 

When the SAur statements ot ell the aeotora ere 

oonsolldated, the sum ot non-tlnanclal flows in en7 row must 

add to the corresponding national income accounting magnitude, 

proTided the baa1a ot tranaaotlona 1a almilar ln both the 

arstema (aa, ror example, eotuala and aoruala and oaah and 

kind). SaYing mast equal 1nTeatment since one aeotor'a 

llabilit7 1a another sector's t1nano1al aaaet and tbr the 
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whole eoonom7 borrowings muat equal lendlnga plus hoardings. 

This polnt ma7 be llluatreted as tollowa. The oondltlon 

ot equallt;r ot aouroea ot fUnds end U888 or fWldS tor all 

sectors taken together lmpllea that 1 

S+B • I+L+II 

Slnoe B • L + B 

S • I 

•• 

... 
(2.1) 

(2.2) 

It should be not od that the· framework or sm• aocounta 

that has been presented ln Table 2.1 la h1Shl7 eggregatlye 

end oen be elaborated b7 dlaaggregatlns the tranaeotlona ln 

ourrent:·end oepltal account. S1m11arl:r1 entries ln the 

account are shown ln a net to~ ror exemple 1 on the 

sources alde borrowings ere netted out tor repa;rmenta Whlob 

la a poaalble use ot tun4 Whlle on the uaea a14a puroheaea 

ot real and tlnanolal assets represent net puroheae1 l.e. 

net ot sales ot these assets ~lob torm a aouroe ot tund. 

'fhts relsea two question a, Ylz., what la an optimal 

degree ot dlsaggregstlon and what la the dealrabla degree 

ot grossnees/netnesa or the accounts. Ignor.lng Yar.latlona 

ln atatlatloal praotloe and problema llke aYftllab1llt:r or 

data, these questions oennot be settled ln4ependentl:r ot the 

purpose which the anal:rat baa ln mind. 1 · . 

A prlnclpal purpose ln oonstruotlng ror aooounta la 

to lnTestlgate the nature ot 1nterdependenoe between 

tlnanolal and non-t1nanolal tranaaotlona and aeotore. 7or 

thls, tha tlnanolel transaotlona ct t1nanolal lnat1tutlona 



24 

aeotor along ~th non-t.lnanclal and tlnanolal transaotlona 

or non-t.lnanolal aeotora Which reTeal these should be 
. - s 

recorded ld_th greater dlaaggregatlon (Host - llltdaen, 

1960). It la also contended that lt la better to haTe an 

account Wbich is on gross basla 1 alnoe one oan net out the 

trenaeotlona it des1re49 (l1na, 1977). 

lbateTer ma1 be the degree or dlaaggregatlon and 

grossness or tranaaotlona, a standard olaaalfloatlon or 

tranaaotlona and oonslatent approaCh to netting throughout 

the aeotora la eaaentlal ln order to maintain oomparablllt7 

ln the rewa or the :ro,. matrix. 

We haTe alread7 mentioned that in India the lOJ' 

aooounta record onl7 tinanolal tranaaotlona. It will be 

seen in the next aeotlon that the framework or the SJJJr tor 

the farm household aeotor ln the present atud7 la more 

oomprehena1Te ln that 1t lnoludea non-t.lnanolal aa well as 

t.lnanolal trenaaotlona. 

DEP'INITION' OP F .AEl-HOUSlmOLD SXC'l'OR 
AND 'l'HK J'dAM1U.OR1C OV SAUl S'l'ATEMENTS 

~. aeotlon deals with the question ot what oonatl

tutea the farm-household sector tor whloh the SAUl eatlmatea 

haTe been prepared ln the atu¢1 and preaent AD outline ot 

the framework or the SJJJF statements. 

2.3.1 Seqtor CoTer~ge 

The farm household aeotor ln the present study la 

oontlned to the cultlTator houaebolda (owner aa well aa 

tenanta) realdlng ln rural areas. nousebolda reportlns lend 
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under oultlTaUon more than or equal to o.oos aorea are 

4et1ned a a oultlTator householda. 'l'hls was the 4etlnl tlon 

ot oultlTator households adopted ln RBI1 a AIRDIS, 1961-62 

and .UDIS, 1971-72. The prlma17 f\lnotlon ot these household• 

need not be confined to agr.loultural produotlon. 

The farm houaehold aeotor 4et1ned ln the abOTe manner 

1noludes a maJor part ot the tranaaotora engaged in esrloul

tural-produotlon but not ~1. lor example, the household• 

ot landless egrloultural labourers ln rural areas ancl 

oultlTators ancl agrl.oultural labourer• 1n urban arees 'as hsve 

been e%oluded from the sector. It is needless to mention that 

formulation ot thls det1n1t1on 1a guided b7 the aYa1labil1t7 

ot data. 

Slnoe it 1s ezpeoted that the behaYloural pattern ot 

the households 1a b7 ,and .large _determined b7 Yalue ot asset 

holdings, the transactors are turther olass1t1ed into t1Te 

aub-olasse• (traotile groups) depending upon the Talue ot 

asset holdings. 

The tam aeotor mioh is an aggregate ot tam houae

hold units ia·engaged ln produotlon and oonaumptlon oot1Yi

tiea. Assets ot the households wbloh ere uaed tor el tm r 

purpose are aggregated and shown under the far.m aeotor. 

Thus, the aeotor la detlned as en· aggregate ot produoer-ou~ 

oonaumer farm household units. Deolalon on Whloh transao

tlons are to be lnoluded in the aocounta are elaborated in 

the next aeotlon. 
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2. ). 2 FrAmework of the I"Arm Household Seotor 
SAU~ St~tements . 

The SATIF statement that is esti mted in the present 

studr is shmvn in the following table. 

TAble 2.3: Sources-and-Uses-or Funds Statement: 
Farm Household Sector 

-- .. --------------------------
Sources Uses ---------------------

Current eooount 

Income 

i) J'arm incom 

ii) Non-term income 

Trah!fers 

Cm?itel eooount 

CUrrent consumption 

Investments 

i) InTestment in term 

business 

ii) Imestment in non-term 

business 

iii) Investment in residential 

cons truc t1 on 

iT) Investment in durable 

household assets 

Change in borrowings Change in t1nanoial assets 

i) Institutional agmcies i) Formal 

1i) Non-institutional ii) Informal 

agencies 
~Sources •t:Uses 

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



It oan be seen from the aboTe table that the SAUl 

·atatemants present a oomprehenalYe ploture ot the eotlYltlea 

ot t-he term houaeholds. These statements oepture aouroea 

and uses ot fUn~a erlslng out or current end oapltal, non

t.lnenolal transaotlona end flnanolel tranaaotlona. The 

dete1led tranaaotlcn oategorlea ·are presen1Bi·ln the ·nen 

ohGpter. Flows relating to household (oonsumer) aooount 

and produotlon, both farm as well as non-tam produotlon 

aooount, are reoorde4. Inooma trom farm and non-term aot1Y1-

tlea have been shown separatel7. !he non-t1nenolel oapltal 

flows, i.e. invest~nt expenditures are olassltled under 

farm baa1nesa, non-farm buslneas end houaehold eooount. 10 

The t1nono1al transeotlona ln orsenlaed (l.e. lnatltutlonal) 

and unorganlsed (l.e. non-1natltutlonal) mone7 market an 

dlatlngulahed end shown aeparatel7. 1.1 The loan tranaaotlona 

ot non-1nst1tut1onal agenolea belonstns to oultlyator house

holds have been e%plloltl7 reoorded ln order to bring out 

the Yolume ot_1ntra-aeotoral loan tranaaotlons. 

The general pr1nolple :rollowed :ror reoordlng the 

tranaaotlcna ls 1nolualve ot all tranaaotlona lnoludlng 

l~utatlons and e%ohangea ln kind. That la, both monetized 

and non-monetized tranasotlona are covered. In the oaae ot 

current flows, entries reter to total at oaab and ldnd 

tranaaotlons ~hlle monetized and non-monetized oapltal 

e%pendltures are shown separatel7. 

Tho farm lnoome la obtained b7 deduotlng current 



business eYpendltura trom farm receipts. Howeyer, tbls 1a 

·srosa or depreciation. InTestment ln phraloal eaaets end 

oharige ln tlnanclal assets are recorded on a net trenaactlon 
' 

basla for eaoh transeotlon oategor,y; tbat is, each entr.r 

represents tunds used to acquire aaaeta or that trpe ln the 

accounting 7ear leaa tunda realised trom dlapoaal or eaaeta 

or that tne in the aooounting per1o4. Inyeatmenta 1n 

ph7aloal aaseta are lnolua1Ye or depreolatlon. '!'he borrow

ing entr,r represents fUnds raised b7 borrowing leas 

reparmen'a ln the accounting perlo4. In one respeot, 

howeYer, entrlea tor t1nenoiel tlows are on a gross baala, 

l.e. asset and liablllt7 of a alngle tranaeotlon oatego17 

are not netted; l~ateed both are shown. ror example, 

depoalta ln oo-operatlYe banks are not netted out from 

borrowings from o o-operati Ye benks. 

Aa mentioned ln the earlier chapter, the SAar 

statements are estimated et all Indla leYel, tor aub-oleaaea 

ot tbe transactors end at state leYel tor the 7ears 1961-62 

end 1971-72. The.oomplete Aooounta presented ln Table 2.3 

could be estimated onl7 at all Indla leTel. The approaoh 

tollowe~ la to estimate lnoome, lnYeatment a, eoqulsl tlona · 

ot t1nanolel assets and net change ln borrowings and then 

eatlmate consumption aa a realdual. SaYing la then der1Ted 

as a balance between chanse ln assets end change ln 

llabilltlea i.e., 
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SaYing • Investment (6. RA) + Change 1n t1nano1al 

assets (A. I' A) - Net change 1n borrowings. 

HOwever, non-ave1lab111t7 ot data did not permit ua 

to estimate net tranaters into the aeotor at traotlle sroup 

level 8& well 811 at state level in the treatment ot aome ot 

the transeotlon' categories. For example, onl7 cash oapltal 

expenditures have been recorded at treotlle group en4 state 

levela. !he data on reoelpts trom sale ot pbJalcal aaseta 

are not availaAle tor traotlle groupa an4 henoe the invest

ment esUates aro gross of a~lea. At state level, the 

lncoca eatlmatea are net ot depreo1at1on ~1le at the all 

India level they 1nolud~ depreo1at1on. 

Another lmportent 4ltterence between trectlle group 

accounts end ell Inci1a ~ooounts la that reparmenta to 

1net1tutlonel end non-institutional acenoles could not be 

aepanted _ln tho oase ot the tormer., 'l'hua, borrold.nga are 

erose ot repayments. Consequently, the derivation ot saYing 

eggregetee has not b~en possible at the traotlle group level. 

After haYing 4et1ned the framework ot SATJJ' statement• 

tor the term household sector ln thla ohapter we propose to 

explicate aourcea ot data, method ot eatlmstlon ot SAUl 

statements end d1tt1oult1es encountered 1n the prooeaa or 
estlmatlon ln detail 1n the next chapter. 
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root-notes 

1. The earlier att~pta were directed towards 

reoono111ng the F07 aooounta with National Inoome 

aooounta rather than integrating them. (Sigel, 195S1 

pp. 253). Subsequentl7, howeTer, integration ot the 

two waa preferred to reoonollation (Sigel, 1962, 

Ramperaad ~.B., 1962). Uen7 problems were 

encountered While integrating these two 87atema 

alnoe there are baa1o 41tterenoea in the oonoepts, 

Tlz., aeotor.lng and baala ot transaction• ln them. 

For a 41sousa1on ot oonoeptual problema or oonatruot

lng an integrated set ot eooounts1 see Tloe, B.s. 
(1967), Sigel (1962) 1 Read, L.IL (1957) and Dorranoe 

o.s. (1955). 

2. The new a7at~ ot netlonal aooounts proposed b7 the 

United Nations 1a omnibus aooounting atruoture with 

Balenoe Sheets, llow-ot-JUnda, National Inoome, and 

Input-Output forming ita 1ntegranta. The aoheme ot 

aeotor1sat1on, howeTer, la 41tterent tor input-output 

and oapital expenditure eooounts. W1th reapeot to 

the input-output eooount 1 lt ia tunotlonal Wbile 

oapital aooounta are baaed on institutional 

aeotor.lng (United Nations, 196a, (Chapter II). 

FUnotlonal aeotorlng 1mpllea homogeneous eotlT1t7 

ot all eoonomio unlta and tollowa commodit7 organi

sation While ln lnatltutional grouping ell aotiTltlea 
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ot an eoonomlo unit are inoluded in one aeotor. 

). In deYeloping countries, explicit reoordlng ot 

imputed end kind transactions in the ror aooounta 

ldght improYe anal,-tioal usetu.lneaa ot the 

aooounta,1br these tranaaotlona are sizeable ln 

these countries. VoreoYar, the lmportanoe ot 

auoh tranaaotiona is .expeoted to reduoe oyer time 

aa monetization lnoreaaes. Henoe, 1t would be 

neoeasar.r to incorporate them in the aooounts. 

4. Asaeta ma7 be reoorded at book or market Yaluea 

·.in the balanoe aheet. '!'here la oontroYera7 oyer 

appropriate beals ot Taluatlon tor estimating 

atooka. BOweYer, While 'presenting the theoretical 

tramawork here we assume that the aaaeta are 

estimated at book Yalue.· Thia lmpllea exolualon 

ot oepltal gains as a ao~oe ot tund. 

s. InYeatmenta me7 be shown either gross or net ot 

depreo1at1on. S1m1lar la the oaae .tth saYing. 

SaYing ln · gros·a terms would lmpl7 that income 1a 

unadJusted tor depreolatlon proYialon. 

6. ~~en saYing la deleted trom the uaea aide on the 

current eooount and the eourcea aide on the oapital 

aooount the equallt7 ot aouroes end uses ot funds 

implies that ourrent receipts plus net borroWings 

are equal to current expenditures plus capital 

expenditures plus acquisition ot t.lnano1al aaaeta. 
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~us, the difference between non-tinanolal uses 

on current end capital account end current recelpta 

··are equiYalent to tinanoiel surplus (or detlcit) 

ot the seater. 

1. For exemple, gross extenalona of credit to agricul

ture are important from the point ot Yl ew of 

atud7ing ita lmpaot on growth or agricultural income. 

a. The principle that Should be adopted tor olRsalt~ing 

the t.lnanclal trenaeotiona la that of homogenelt7 

which raters to seotor of lsaue end the nature of 

t1nano1al instrument - ••S• lta maturity or obJeot 

ot flnanoe. l1quld1t7 ma7 be another criterion 

(Baln, 1973). 

9. ~rosaness adopted b7 Copeland ln his atud7 1a 

considered to be of optimal degree (Bain, 197)). 

He has Shown receipts and pa7menta between eoonomlo 

units, olassitled by aeotor .ttbout aU7 offsetting 

entries within aeotora or between aeotora. n1a 

ecoount s baYe been described as • to-whom-from-whom' 

accounts. 

10. As we shall see ln the next chapter, inYeatmenta in 

farm business and non-term business refer to fixed 

inYeatmenta. Change ln lnYentories haYe not been 

estimated due to non-aYalleblllty of data and data 

problea w1 th regards to some others. These are 

spelt out ln the next ohapter. 
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11. Non-1nst1tut1onal oredlt egenolea malnl7 oomprlae 

traders and moneJlenders. Slnoe man7 ot the rloh 

··-termers are lnYOlYed ln mone7lendlng eot1Ylt1ea 1 

mone7lendera are olass1t1ed1 tor our purpoae1 

under two heads, ylz., oultlYator mone7lendera 

and non-oultlYator monerlendera. 
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CHAPTER III 

SOURCJ\S..AND-USES.Ol-J'UNDS S'l'ATF~~TS lOR Tim RURAL 
. _ FAlr'.f HOUSEHOlD SEQTOlt : DATA SOUHC"''l AND aSTlt.'ATION 

l'RTHODS 

In thla chapter, we undertake a detailed diaouaaion 

:~t • the souroes ot data and methods ot estimation ot the tJIJir }! :, 

; ' 

at~tements for the rural term (oultiYetor) household sector 

as outlined earlier in tha second chapter ln Table 2.3. 

Complete accounts are estimated tor the two bench-mark 7eara, 

1961-62 and 1971-72, tor whioh the requisite data are 

aYailable. ~or.theae two 7eara the SAUl atatements are 

estimated (1) at ~he aggregate (l.e. all Indla) leYel, (ll) 

tor t1Ye treotiles ot the cultlyetor population, end (ili) 

tor the States in the countr.y. 

Broadl7, the schema ot thla chapter la aa follows. 

Sections 3.1, ).2 and J.) are 4eYoted to presentation ot 

41aouasion on sources ot data and methods ot estimation ot 

41tterent items of aouroes ot tunda wblle Seotiona 3.4, 

).5 and ).6 4eal with items o~ uses ot tunda and their 

method ot estimation. In Section 3.7 estimates of saYing 

and current consumption are derlYed from the estimates ot 

SAUl statements and a comparison with the eatlmatea from 

other sources is attempted. 

).1 SOURCES Ol' :rtJNDS 

In the SAUF statement presented ln Table 2.3, aouroea 

ot tunda ere olassltled under three broad heeds, Tlz., 
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income, transfers (i.e. non-t1nanc1al eouroes) &nc! net 

· ohenge in borrowings (i.e. financial eouroes). 'l'he itemw1ee 

4et&1ls that are to be estimated are presented in tbe 

following table. 

Table 3,1: Souroes ot lunda ot the Rural Cult1Yator 
Household Seotor .. .__ .. _.., ____ _ 

~ - - - -- -- - - - - - - - -
I. Non-t1n~no1al (A ~ B) 

A. Produot1Te 

1) Inoome tmm agriculture and allied act1Y1tiee: 

1) Cl.llt1Yat1on and plantations or crops, 

11) L1Yestock, 

111) Operation ot goYerament 1rr1gat1o:t 878teaa. 

2) Income t:rom act1Y1ties other then agriculture: 

1) Income from aelt-emploJment, i.e., income 

from unorgaaiaed non-agricultural sector, 

11) Wage income ot cultivators ea emplo;rees in 

organised non-agricultural sector. 

B. Non-produotiye 

3) Amount receiYed as transfers. 

II. J'inAnoiAl 

4) Net chenge in borrowings: 

1) J'ro11 institutional agencies, 

11) J'rom non-inat1 tutional agenole a: 

(a) CUlt1Yator mone,ylendera, 

(b) Non-cultlystor mone.ylendera, 

Total (I + II) 

~--~---~-----~----------------
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Let ua now reYlew the aouroea ot data and the 

'"methods ot estlmatin& eaoh ot the items ot aouroea or 

turida mentioned aboYe. 

).2 NON-nNANCIAL S'JURCXS: DA'l'A SJtmCES 
A~lD MJ~T.lODS OP' ltSTIM4T10~ 

In this aeotion we haTe 4iaouaae4 data aouroea an4 

method ot est1cat1ns non-tlnanoial aouroea ot fund• ( exoept 

ourrent tranatora) at all India leTel, tor traotlle.groupa 

and at the state leTol. Co~plete data on ourrent tranatera 

to rural tar.n hoU3Gholda ara not available; data relating 

to rmlttonoos (wh1oh ton a part o't our:rent tranatera) to 

the tarm houae!lolda baye beon take~ t'rom the BBI, .AIRDIS, · 

1961-62 an4 LIDIS1 1971-72. 

Ingqm~ fro" /~r.loulture Proper. L1vestogk 
end Operation or OoYernment IrrigAtion 
Sxstf'T:I, · All-Intt1~~t . . 

l:stlmstes ot income eornGd 'b7 the rural oultlyator 

households trom oultlvation ot t1eld mtd plantation oropa, 

livestock produotion and operation ot £OT$rnment irrigation 

B.JSt~ are baaed upcn the estimates or lnoome generated ln 

tha sootor 'egriculture end flll1ed eotlntlea' prepared b7 
1 

ths cso, Govemment or India. 'l'b$ estimate• are oomplle4 

by the cso ualng produotlcn (l.e. value adde~) approaoh. 

'rhe grosa Taluea ot output trom asr1culture and llyeatoolt 

are separately eati~ted. However, aa egrloulture and 

llYestook production generally £O together in India, lt la 

rather d1tt1oult to separate tho Tarloua lnputa, 11te 

liTeatook teed, repslra end malntenanae ooata, oonaumptlon 
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ot tlxed assets, eto., into those used tor agricultural 

·praduotlon and 11Yeatook production. Benoe, the eatimatea 

f_.ot ·groaa Yalue added from agriculture and 11 Yea took are 

worked out 'for the aotlYlt7 aa a ~ole b7 the cso. (COO, 

Apzil 19SO, p.)). !he income estimates trom the operation 

o~ goYernment irrigation SJ&tem are aeparatel7 eat1mated, 
.1 . 

• uSing the lnoome approach. 

It ls, therefore, neoesaar.r to segregate the cso•a 
combined estimate of lnoome into ita two component parta, 

a a a tlrat step towards dart Tins separate eatlmatea of 

lnoome ot the rural oultiTatora troll agriculture and 

l1Yeatook. 

Seoon41J'1 the CSO estimates ot income 'from the aboye 

three aUb-aeotora of •agriculture end allied aot1Y1t1es•, 

being countr.r-wide e~timatea, represent domeatlo lnoome 

generated ln the entire aeotor. In other words, lt ia the 

sum ot the taotor incomes earned b7 all the owners ot 

'faotora ot produotlon-oultlYators as well aa non-cultlyators 

(1.e. non-cultlYatlng landlords and landless labourers) in 

both rural end urban areas. Hence, 1n order to eat1mate 

inoome reoelYed bJ' rural cultlYatora, it ia essential to 

4eduot 'factor incomes earned bJ' urban cultlYators and non

cultlyatora and rural non-oult1Yatora from the aggregate 

inoome trom agrloulture and 11 Yeatook and income trom 

operation ot goYernment irrigation SJatem from the CSO . 

tigure, 



In what tollowa we e%plaln the method ot (I) aub-

.. d1Y1a1on ot the CSO eat1ute or 1noome trom agriculture an4 

llieatook, and (II) eatlmatlng lnoome reoe1Yed b7 rural 

oultlYator households trom these aot1Yltlea. 

(I) Dls~ggreg8tlng the CSO Xstl~te ot InGo~ 
rro~ ~grloulture ~nd L{vestook 

'!'he cso• a eatlatea or lnoome trom agriculture end 

llTeatook (oomblned), tor the 7eara 1961-62 end 1971-72 

haYe been 41aaggregated, ua1ng eatlmatea or ooett.lolenta 

ot Talus added (at produoerat prloea) 1n theae aeotora troa 

the Reg1onftl Input Out»ut u~triqe8, In4l"' 1965 (P. 

Venkatremalah et al., 19SO). !be mathod la elaborated ln 

the following paragraphs. 

:tn order to eatlmte the Yalue added tl"om agriculture 

tor 1961-62 and 1971-72, cso•a ool'l.lm0d1t7-wlse eatlmatea ot 

the grosa value ot output tro~ egrloulture .tlloh en eTallable 

tor 6S agricultural oommod1t1ea, are reolaaa1t1ed and 

aggregated 1nto S orop aeotora 4et1ned tor the purpoae or· 

input-output matr1oes. L1voatook la treated ea a separate 

aeotor. Value edded from these S orop aeotora and llveatook, 

VA and VL• 1s estimated a a tollowal 

Value added 1n egr1Cl1lture 

VJ • XJ(1- f •tJ) 

VA • ! VJ 
J+1 

Value added ln 11Teatook 

VL • XL (1- ~ 81L~ 

••• (3.1) 

••• ().2) 

••• (3.3) 
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where XJ is the gross Talue or output and l a1J 1a the 

coefficient (at producers' prices) in Jth crop aeotor, 
-· ~ 

XL and 1 a1L are the eatimtea of graaa Yalue of output 

and input ooettioient ln the liYeatook aeotor. The 

estimates ere presented in Table ).2. 

The estimates or Talue added trom agriculture and 

llveatook tor the 7eers 1961-62 and 1971-72 are then 

obtained eppl)'1ng the proportion or Talue added from egr1-

oulture and Uvestook (i.e. VJVA and VziVL) to the cso• a 

combined estimate or Talue added from agriculture end 

llveatook 1n the respective 7eara. 

(II) !et1~t1gn of IncoMe or RurAl ~~lt1T"tors 

7or estimating the !naoma r•oelTed b7 rural oultiYa

tora from agriculture an4 11Testook and operation or 

government 1r:iaat1on o7atem, the tollowinc prooedure la 

adopted. Flrstl71l inoom' ot rural ~rkroroe lo separated 

from tho eat1~tes of lnoomo trom these oot1Y1t1es. Seoondl7, 

earnings ot rural non-cultivators have beon deducted rrom 

these estimates ot rural lnoomo. 

R~pA~tlng Rur~l Inoo~~ 

The eatlmtes or taotor e8rn1nga ot rural workforoe 

rrom emploJment ln agriculture end 11Yeatock ere obtained 
2 uslng tbe combined index (uoed b7 CS>) ot the proportion 

ot rural to total ~rkers emploJe4 ln these aot1v1t1ea and 

the per worker rurel~urban 41tterential 1n the valuo added. 

Thus rural 1ncomo trom the 1tb aot1Yit7 is given b7 



'l'fllble lal,: Deoompos1. tlon ot the Value Added trom Agriculture en4 
Allled Aot1v1t1ea: All Indla, 1961-62, 1971-72 ' 

~---- ~ -.----------------- ~-- ~----- -·-------- -·-- ~ Se~tor Code 

( 1) ( 2) (3) 

Coetriolent 
ot value added 
per unlt ot 
output 

(1965-66) 
(4) 

- -·---- -.-------------- ~---------------------
011 J"oodgralns 

021 Oll1eeda 

0)1 llbrea 

041 Sugarcane 

042 'l'obe.ooo 

043 Tea Plantat1ono 

4,281,12: 10,960,0) 

617,53 1,S70,S6 

360,13 997,15 

42S,J6 1,253,90 

9t.,S3 217,00 

S7,14 131 1 24 

044 Coffee Plantations 12,07 )1, S9 

061 Other agriculture 1,507,74 ),231,24 

'l'otal Agrloul ture -.,. 7 1 36~ 1 67 ta,)921 7t 

Orand Total 

0.7664271 

o.S723SOl 

o.S62sass 
o.S46S147 

0.9625202 

0.1!659494 

0~647S277 

0.9)69~2 

0.4597996 

3,)66,79 

538,1S 

:uo,64 
362,74 

~0,99 

75.46 

8,619,£6 

1,37o,oa 

860,13 

1,061,82 

20!!,87 

113,65 

7,S2 201 46 

1,4S3,3S 3,027,43 

6!2~1 S) 1S,2St 1~o 
(89.~~) (90. t~) 

69),0S 1 1 S40,88 
(10.04S) (9.16J) 

6,899,S3 16,822,58 
(100.00) (100.00) 

---~~------~~-~~-----~------------~-----~-
N,B.: 71gurea ln breoteta ln Col.(5) and Co1.(6) denote percentagos of Y8lue ~ddod 

1n agriculture and llvectoot: respeot1Tel7• 
Sources: 1) 001 1 N~tlnn8l A~~ount" St~tlstlos (HAS), CS01 U8roh 1975 &n4 Februar,r 1980. 

2) P. Venbtrama1h1 et.al. 1 Auguat 1980. 
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Tir • Tit X (Wir X Vir) 
(w1r X Vir) • (w1u X Viu) 

whe~• Tit and Tir represent total 1noome end rural inoome 

~rom ith aotiY1tJ,.Wir end W1u are the ~rk-toroe engaged 

ln rural an4 urban areas end Vir end Viu atend tor the 

Yalue added in rural end urbtm araaa in the ith aotl~t7 

respeotlYel7. 

Dl Y1d1ng both numerator and denominator ot the 

right hand alde ln equation ().4) b7 Wit X Vir (where Wit 

ia the total worktoroe in ith aotlY1t7) we get the follow

ing equation: 

••• 

~ta on work·toroe proportions are obtained trom 

the censuses ot the respective yeara1 whereas the ratio 

of urbtm-rJ.rsl p9r worker Yalu~ added 1s taken tro4l !lAS 

(CSO, lenuar.y 19B1) ~~lob retera to the Jear 1970·71. We 

h~ve usod thla rot1o for agriculture and 11Yeatook tor both 

the y~~rs 1961-62 and 1971-72. 

The rural share ot lnoome trom operation ot goYern

aont irrigation 1a est1mte4, uelng the proportion ot rural 

to total work-toroe on the aaaumptlon that there ls no 

dltterenoe in per worker earnlnga 1n urban end rural ereas.3 

The estimated shares are presented in Table ).) 
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~~ble 3.3: Rural Shere in Inoome tro• Asr.loulture, 
L1Ycstoek end Operet1cn ot Qoyernment 
lrr1gst1on S7stem: All India, 1961-62 
ard 1971-72. 

-~-~--------~~-------------~--Yeara Proportion ot Ratio ot Kural 
rural to Urban/Rural ahare 
total ~r~era Talue added - ~ ~ -- .. _. - - ---.... -.. --- - - - -- .. --- .. -

At;r1 culture 

Lives took 

Operation ot 
CoTornment 
Irrigation 
3yata 

1961-62 

1971-72 

1961-62 

1971·72 

1961-62 

1971-72 

0.7192 

0.9719 

0.9JS1 

0.9091 

0.7540 

0.7So6 

1.0))6 0.97SS 
1.0)]6 0.9710 

1.0))6 0.9))1 

1.0)36 0.~1 

- 0.7546 

- 0.7506 

- ~ ~ ~ ~ -- ~ --~ ~ -- ~ ~ ~ ---- ~ --- -----
&>urges: 1) Ce~euR ?t Ip41A 1961. G«lerel !Conomlo Tables, 

B-l.Y I'Rrt O. 

2) Census ot Indl~ 1971. OS3erel Xconom1o ~ables, 
.B-lV' .k'art A. 
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Sep~retlon or Rurel CultlyAtors' Inoom, 

The income ot rural cW.tlvatora trom agriculture 

and-livestoCk is obtained b7 deducting income received b7 

rural non-culti vatora from the estimates ot rural inco~~e 

from these two actl Y1 ties. The factor earnings ot rural 

non-cultivators from agriculture and livestock are 

estimated as follows. 

J'iratly, income ot rural non-cultivators trom 

livestock ia ootlmated appl7ing the proportion or receipta 

from livestock of the non-cultivators obtainod from AlDIS, 

1961-62 (RBI, December 196S) and AlDIS, 1971-72 (~, 

unpublished data). Beoondl71 alnoe landless labour consti

tute the main oatego17 ot rural non-cultivators who derive 

wage-income trom agricultural occupations, their wage-bill 

trora · emploJ111ent in these oocupatlona la deduoted from the 

estimated rural 1noom.e from agriculture and llveatoolc. 4 

Xstimates of wage income ot landless labourers from egrloul

tural oocupatlona are not readll7 aTailable 1n the ottlolal 

source 1. e. N.A.S. · What are available are the annual estimates 

of total wage bill from agriculture and allied aotivltiea 

(l.e. oompenaatlon to emplo7eea in agriculture). It la, 

therefore, neoessar.r to estimate wage lnoome ot landless 

labour from ~~~~cultural oooupatlona. 

%st1mte• tor the 7ear 1971-72 ere prepared on t.he 

baaia ot the 2Sth 1'0Wld ot the l'l&«l rel:~ting to the 7ear 



197o-71, wbloh waa oorduated to enquire into the condition• 

·- inoludlng emplorment ot weaker aeotiona - ln rural In4la. 

Yor-the 7ear 1971-72, two alternate estimates are obtained 

using (l).the data trom the 2Sth round ot NSS with 

appropriate adJustments (Which will be elaborated aubae

quentl7), and (11) the data fro~ the HSS Report No. 1)4, 

',.8bles \d th Notes 011 In~ome ot tb tt Rurt~tl L~bour Hrouu~h~lcta, 

1963-64•. 

!he est1m~tea ot wage 1DC0~8 Ot rural lendleiS 

labour trom aglicultural occupet1ons (bsaed on tbe 25th 

roun1 ot the NSS) are der1Te4 es e pTOduot ot the total 

numbEr ot man-da:rs ot landless labour 1n wese cmploJm.cnt 

1n etrtoulture and the dell7 wage rate ln these oooupatlon•. 

The data on eTerege wase rates per mau-4&7 tor 

working ~n other's farm earne4 b7 male and femsle landless 

lebour ~re culled from the NSS Re~ort No. 237, '~ 

r.d~po~itl~ft ~ud w~ge P.~t~ tor Jbo~?,i?~llx W8~~~r Segt1ona 

qf the· Rur"l P~p,llfttion p~ In<!l!!t'. The aeuae report a~ao 

proT1des 1nto~~t1on on the total tlma spent by pereone 
. . 

belonging to laniless labour housebol~• 1n g!lntul e~ploy-

ment, olasaltled by se%. 6 The nu~ber ot man-days 1n agri

oultursl w~ge ~loJm~nt ot rural landless labour (males 

and females) is eat1~5ted ualng this intormatlon alon& ~th 

the estlmted numbtr or persons 1n tbeae houscbolda (see 

1'eble ). 4). 

~eee estimates ot total man-daJ& and 4a117 ~age 
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rates of male and feule landless la.bour in egr1oul tural 

oooupat1ona relating to the 7ear 1970.71 are oarr1ed 

baCkward to 1961-62 and forward to 1971-721 using the pro%7 

of groaa Yalue of output trom egr1oul ture and 11 yeatoolt at 

oonstant prioea and index ot.da117 wages ot the field 

labour (oalC\llated from 'Agr1oultur8l w .. ges ln Inc!l'' 1 

Dlreotorate of 14onom1oa and Statlatloa, Ulnlatr.r ot 

Aglioulture) respeotiYel7. The results are preaented in 

'l'able ).4. 

Before we prooeed 1 it woulcl be desirable to e%plain 

in some detail, wh7 the groaa ~alue ot output from agricul

ture at oonatant prioea haa been used aa a proX7 tor moYing 

the eaticate ot the number ot man-da7s emplo7ed (ot the 

landless labour) in agricultural oooupationa 1 to 1961-62 

from 1970-71. In estimating the number of man-da7a emplo7ed 

in agricultural oooupationa or landless labour tor the 7eara 

1971-72 end 1961-62 w1 th the help of the abOYe mentioned 

proX71 it ia lmplioitl7 assumed that the ayerage produotiri.tr 

ot the landleaa labour (per man-da7) remains unchanged tor 

the period under consideration. On a-priori srounda1 it 

1a difficult to JuatltJ the assumption, because the techno

logical ohange in In41an agriculture 1n mid-sixties might 

haTe had an impact on the oYerall labour produot1Yit7 in 

agrl cultural sector. 

The empirical eYldenoe that can be had in thla 

regard 1a the ayerage agrloultural produotlvltr (per man-dar) 
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Table 3,4: Xstimetes of Wage Income of Rural Landless Labourers from 
Agricultural Occupations: All India, 1961-62 and 1971·72. 

----------- --- ---- -Males J'emalea To tel ---- -- - - - - ---- --- -
Estimates from NSS 25th Round (1970-71) 

1, Estimated number of landless lebour 
households (in 00) 

2, Average number of males and females 
per household 

), Total number of men-days (in crores) 

4. Percentage time spent in agricultural 
wage employment 

5. Estimated number of men-days in 
agricultural wage employment (in crores) 

6. Deily wage rate in agricultural 
occupations (Rs.) 

Wage Income from Agricultur'l Oggupations 
of the Landless Labourers 

1961-62 

1. Estimated men-days (in orores) 

8. Estimated daily wage (Rs.) 

9. Wage income (Rs. crores) 

1971-72 

10, Estimated men-deys (in crores) 

11. Estimated daily wage 

12. Wage income (Rs. orores) 

------ - - - - -- ----- -
N, 8,: Sex ratio among children is assumed • 1 : 1. 

SQurces: 1 ) GOI, NSS 1 25th Round: ReJ2ort No 1 2J2. 

2) OOI, NSS, 21)th Round: RepQrt NQa 2Jit. 

3) OOI, NSS, 25th Round: Re]2Qrt NQa 231· 

2.04 

77).8) 

)).)) 

257.92 

2.6) 

207.5) 

1. 39 

288.47 

256.12 

2.78 

712.01 

-- - .. 

4) OOI, ~ cso, Jenuery 1979 end February 1980. 

1,0),925.57 

2.09 

792.80 

17.05 

1)5.17 )9).09 

1.1.1 

108.76 )16.29 

0.75 

81.57 370.04 

1)4.23 )90.)5 

1.1.9 

200.00 912.01 

-- - -- ----- -

,f:-
0\ 
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worked out fTom the data on the number ot man-deJa ot 

agricultural wage emplorment trom .Rural Labour Znqul17 

( 1963-65 and 1974-75) and the 1ntormat1on on groaa value 

ot output trom agriculture end livestock trom NAS. The 

relevant 1ntormat1on 1a turn1ahed 1n the following table. 

Productl'f1t7 Per Uan-day 1n Agriculture 
ot Labourers Belonging to Rural Labour 
Bouaebolda, 1964-65 end 1974-7S. 

-~--~----~--~-~-----~------~--Year Uande7s ot agri
cultural wage 
emploJUnt 

(ln crorea) 

Orosa value ot 
output trom 
agriculture and 
livestock 

(Bs. lakha) . 
at 60-61 pr1cea 

Produot1Ylt7 
per man-da7 

(aa.) 

~ - ~ - - - - - - - ~ -. - - - ~ - - - - ~ ~ --- -----
1964-6S. 

1974-75 

62S.11 

SOS.26 
93,96.74 

. 1,o6,d3.17· 

1S.Ol 

1).22 

~- -.-- ~ ~ ~- -.-- ~-- -.- -.~- ~---------

Souroes: 1) GOI, NAS, cso, l!aroh .1975 and Ootober 1976. 

2} COI, Jltt~l LAbour J!ngulrr: 1963-65, nnal 
Report, Jul7 1973. 

3) GOI, RurAl L~bour Engulryz 197t·75, J1n81 
Report on Employrnent end Unemp oxrnont ot 
Hurel Labour Houeeholda, ••bruftr,r 1981. 

However, the produot1v1t7 per man-da7 glven 1n the 

above table reters to a 'broader' olaas ot labourers. That 

1a 1 bea1dea the landless labour, thla class 1ncludea the 

man-4ara ot agricultural wage emplorment ot labourers 

belonging to rural labour households 'with land'. 

11lether the trend observed 1n the produat1Yit7 per 



man-de7 ot thia 'broader' olaas of labourer• holda good 

. in the oaae or the landless labourers depends upon two 

t'ootors. llrst, the proportion ot landless labour and 

labour in total number ot workers and aeoond, the nature 

ot ohange in the composition over time ot total time spent 

in agrl~ltural operations b7 the former olaas. HOwever, 

no information is available on these. Benoe we oannot get 

conoluslve evldenoe to· Just1t7 the use ot the pro%7 that we 

havo used tor moving the estimate ot the number ot man-daJ• 

of agricultural. wage e:nplOJlllent ot the landleaa labourera. 

'l'ha error that might have been introduced b7 the uae 

of thla pro%7 ia probabl7 neslis1ble aa illustrated in the 

tollowlng paragrepba. 

c alternative estimate of the wage lnoome ot land

leas la bourera tor the 7ear 1961-62 la obtained ualng the 

data thrown up b7 the 16th round ot the NSS tor the reterenoe 

7ear 1963-64. 

The NSS Report No. 134, •T8bles ~th Notes on Inco"! 

of the RurAl Lebgur Households' turnlshea data on average 

annual 1noome ot rural labour households • w1 thout land • from 

manual labour wbioh ia inolualve ot wage income trom agri

cultural oooupatlons. This eatlmate ls obtained b7 poollns 

tbe ••tlmates t'ro1:1 tho t'our sub-samples ot the round. 

nowever, tor two· aub-aamplea (out ot a total ot tour) 

separate eatlmatea ot wage lnoome t'rom these two oooupatlona 



49 

are aYa1labla. ~1ng usa ot the abOYe information 

available tor the two sub-samples, the pooled estimate 

(baaed on tour sub-samples) ot the aTerage annual income 

trom •manual labour' ot the landless labour households ia 

41Tided into aTerage annual income trom agr.loaltural labour 

end non-agricultural labour. The total income ot landless 

labour households trom agricultural wage emplofDlent ia 

obtained as a produat or aTerege inoome and estimated 

number or landless labour houaeholds. . The proportion ot 

th1a estimate ot the total agricultural wagaa ot the landless 

to the total wage bill in agr1oalture (compensation to 

emplo1eea ln agriculture published bT the CSO) tor the 7ear 

· 1963-64 is· worked out and applied to the estimate ot total 

·wage bill in egrloulture and allied aotiTltlea tor the 7ear 

1961-62 in order to get the estimate or wage inooma ot 
7 

landless labourers tor 1961-62. The eatim8te ot agricul-

tural wages ot landless labourers tor the 7eer 1961-62 worked 

out as above 1s around as. )6).63 crorea (see '!'able ). 6) 

whlcb compares well with the estimate 4er1Ted on the beals 

ot 25th round Which is Rs. 370.04 crores. 

The t1nal picture ln regard to income ot rural 

cultivators trom egr.lculture ftDd allied aotlYltlos th•t 

has emerged is shown in TRble 3.7 

Estimates or agricultural income ot rural cultiva

tors (row 10 in Table ).7) are turther d1T1ded 1nto two 

parts, Tiz., (i) income trom aelt employment, end (11) 
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T~bl8 3,6: Eatlmate or Wege-Inoome or Landless 
. Labour, 1961-62 

(Ra. ororea) ------------------.------------Vege-inoome or landless 
labourers troll egrloul
tural oooupetlons 

Compensation to 
emplo7eea in agri
culture -- - ----.. --- - - .. - .. ------- - --- - --

1963-~ 448.05 2000.63 

1961-62 )63.6) 1624.53 
' . . 

---~--------~-------------~-~ 
Souroes: 1) aoi, !,!!l, cso, 

Ootober 1976 end J'ebnar, 19SO. 

2) NSS, Rnport No. 134 ------ _ _..., ___ ... _____ ... ~~- ---------
1noome !'rom wages, ln the following manner. 

Wage 1nooma •((Value added b7 rural agriculture 
and allled aot1Yities mtnus share 
ot the non-oultl•atora n Talue added 
b7 llYeatook) X Pwl minus wages paid 
to landless labourers. 

Where Pw denotes tbe share or co~pensetlon to 

emplo7ees ln agriculture and allied eotiYlties ln the gross 

Yalue added b7 thla seotor ln eaoh Jeer. These proportions 

are worked out t'rom NAS. The t1gures ot lnoome trom aelt

employmsnt are then calculated as the 4ltterenoe between 

total lnoom ot the rural cultiTators trom agriculture and 

ellled eoti.ttiea end wage laoome. The estimates are 

presented ln !ables 3.40 and ).41. 

).2.2 InqoMe trpm Agriculture "nd Allied Aottntlesz 
Fr~atll~s of Rurel Cult1Yetors 

Earnings ot rural cultlYators ln dltterent rraotlle 

groups from eelr-emplorment in agriculture have been 
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Teble J. 11 Income ot Rural CUltlTatora troa Agriculture 
and Allled Aot1Y1t1eal All Indio, 1S61-62 
and 1971-72. 

-~· ... (Ra. ororea) 

-~----------------------------/ ;' 
-:I{ 
I 

1961-62 1971-72 .. ~- -·-- .... -- ... --- .. ------------ .. ---., 
'' ! 

1 ~- Value a~decl trom agriculture 
.i/ (Total) 

-2. Value a~ded from egrlaulture 
(Rural) · 6,09S.7J 1S,20J.37 

· ). · Value· added from llTeatook · 
'/ ( 'l'otal) 

. ;· . 

4.. Volue adde-l tram liYe•took 
(Burel) 

5. Value added trom operatlon ot 
governm~.:nt lrr1£:et1 on &J'atm 
('rotal) 41.51 

6. Value added tro2 £OYernment 
1rrlgat1on ~atea (Rural) 31.)) 116.90 

1. Value added troa agrl'!Sulture and 
ellled aot1Tit1ea (Rurftl) 
(Bow 2 + 4 + 6) 6,775.62 16,7)9.14 

8. Z~rn1nga of the ncn-oult1Tatora 
trom 11Teato~!t 71.49 

9. Wsgea paid to landlePs labourers 370.04 

176.78 

912.01 

1 o. Inoo~e ot the :rural· oul tl vatora 
troa agr.lou1ture end allle4 
;ot1T1t1fts (tow 7- (e+9)) 6,)34.09 15,650.35 

~ ............. ~ -- ..... --- --- ~ .. -._ ..... ________ _ 
&ur~"s: 1) 001 1 r:AS, Uarct 19'/S all4 J'ebr~ei'J' 1980. 

2) RBI. tiRDI9: 1~61-6?, !!f-a: 1\Jllnttn CDece~er 
196S). 

3) ~nbleo ).) ~nd ).4 
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estimated using trsotile distributions ot srosa Yalue ot 

produoe trom agriculture and liYeatoot worked out trom the 

unpubliahed data trom RBI•a AIBDIS, 1961-62 and AlDIS, 
4 

1971-72. . L1kew1ae, wage earnings b7 rural oultiyatora 

from agriculture ere deoompoaed into traotile groups uaing 

tbe distribution ot wages obtalned tram the same eouroea. 

~able ).40 end ).41 oonta1n the resulta. 

).2.) 

State-wise estimate• of 1noo~ rooeivod b7 zural 

oultiYatar houa8holda from ag%ioulturo and allied aotiYi-
.. . 

tlea are based on eatlmatea of State Net Domestio Produot 

(S3DP) ln thia seotor.9 HoweTar1 th~ procedure adopted tor 

obteinlns Stete-wtse estlmateo of eg:icultural 1nooma ot 

rural oultlYctora is allghtl7 dltterent trom the method 

employed tor all-Indla eatlmates. !his la because all the 

requlalte dataere not available at the Dtate loYal. T.be 

method used tor computing State-level eatlmatea 1a ezplalned 

below. 

llratly, estimate ot SNDP trom th1a aotlYltJ aeotor 

are apportioned to r&r8l £A4 urban aeotora in proportion 

to the ratio of rural work-tore• to the total work-toroe 

engaged ln thls sector ln that State. 

Secondl7, State-wise eaticatea ot rural lnoome trom 

these eot1Tit1ea obtained as a~oye ere adJusted to (1) 

non-aultlTatora' ehere 1n lnooma trom 11yeatook1 and (it) 

wage-tnooms earned b7 landless labourers trom agricultural 
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oooupatlona in each State in order to arrlYe at the 

· estimates ot inoome reoe1Ted b7 rural oultlYatora. 

Xatimates or lnoome reoeiYed b7 non-oultlvatora are 

derived using the State-wise data trom AIBDIS, 1961-62 

(RBI, December 196S) pertaining to the proportion ot groaa 

reoe1pta tram liveatook ot non-oultiYatora in the total 

groaa reoe1pta ot all rural household& from agriculture 

and 11Teatook. Tbeae state-wise proportions obaerTed in 

1961-62 are assumed to hold good tor 1971-72 a a well, in 

the abaenoe ot releYant data tor that 7ear. 

!he state-leyel eatimatea or the agricultural wage 

lnoome ot landless labour are compiled using a methOd 

ld.mllar to the one used tor getting the all-India estimates. 

'.rhe onl7 dltterenoe la that the proXJ" ot net Talue added at 

constant pr1oea hsa been uae4 tor moTlng the eatlmatea ot 

man-da7a trom 197o-71 to 1971-72 rm4 1961-62 instead ot the 

groaa Talue or output at constant prloea ea in the oaae ot 

all-India eatimatea. 

The atate-wlae eatlmatea or 1ncome of the rural 

oultiTatora trom agrl.culture and allied activltlea are 

turnlshed ln Tables J.S and ).9. 

).2.4 Inonm8 from Nnn-Agrlcultur"l Agtlvitles 

Zarnlnga of rural work-toroe trom aelt-emplorment 

1n unorganlaed non-agr.loultural aotlYltlea end wage-inoome 

from eMplorment ln orgenlaed aeotor ot these aot1Tltlea 

haTe been eatlmeted tor the following lnduatr.r group8 .11 
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Table 3,8: Sta-tewise Estimates of Income from Agriculture Pnd Allied 
Activities or Rural Cultivators, 1961-62 

(Rs, lakhe) - - -- - - - - - - - ----------------------- ---------- --State. 

( 1 ) 

SNDP from 
agriculture 
end allied 
sctivi ties 
(at current 
prices) 

( 2) 

Ratio or Rural SNDP 
rural work- rrom sgri-
rorce to culture 
total end allied 
workforce activities 

(3) (4) 

Non-culti
vators' 
earnings 
rrom live• 
stock pro· 
duction 

( 5) 

Wages paid 
tl) land· 
less 
labourers 

(6) 

Income or 
rural oul t1 Yl• 
tors trom 
agriculture 
and ellled 
activities 

(7) 
- - - - - ---- --- - - - - ---- - ------------------

Andhra Predesh 613,73 

Assam 192 1 92 

Bi ha r 511 1 00 

Gujarat 350,23 

Jammu and Kashmir 56,89 

Ksrnateke 439,81 

Kerale 2241 52 

Madhya Pradesh 482,90 

Mahersshtra 588 1 40 

Orissa 224,11 

Punjab 413 1 71 

Rajasthan 361,04 

Tamil Nadu 536,67 

Uttar Pradesh 11 111 1 37 

West Bengel 526,33 

0.9699 

0.9962 

0.9M1 

0.9679 

o. 9771 

0.9545 

0.9686 

0.9846 

0.9659 

0.9920 

0.9733 

0.9798 

0.9522 

0.9900 

0.9902 

595,26 

192,19 

504,92 

338,99 

55,B9 

419,BO 

217,47 

475,46 

568,)4 

222,32 

402,66 

353,75 

511,02 

1,100,26 

521,17 

16,19 

4,38 

5,91 

8,95 

60 

6,93 

2,)7 

5,70 

9,77 

),67 .. 

22,)9 

5,84 

11,70 

28 1 28 

9,48 

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

42,85 

7,62 

19,73 

)0,95 

N,A, 

31,02 

89 

14,01 

46,21 

),71 

2),40 

1, 50 

59,16 

536,22 (1,311,05) 

1B0,19 (1,170.06) 

479,28 (802.28) 

299,09 (1,561,01) 

54,99 (1,1)).81) 

)81,85 (1,544.08) 

214,21 (1,06).08) 

455,75 (1,0)0.18) 

510,36 (1,)55.54) 

214,94 (90).11) 

356,87 (2,194.77) 

)46,41 (1,274.97) 

440,16 (1,286,64) 

17,27 1,054,71 (1,089.69) 

43,)4 468,35 (1,420,10) 

N,B,: Figures in parentheses in Col,(7) refer to per household income or cultivators, 

Sources; 1) GOI, Estimates or State Domestic Product, 1960-61 to 1983-84, 
cso, November 1985. 

2) Census or India 1961, General Economic Tables, B-IV Pert C, 

3) RBI, AIRDIS: 1961-62 1 RBI Bulletin, Vol,19 (December 1965), 
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Teble 3a5P S~ete-wise Estimates ot Income trom Agriculture end Allied 
Activities ot Rural Cultivators, 1971-72 

(Ra. lekha) ------ - - - - - - - - -- -- - - -- - --------- - ------ --- ----StAte SNDP trom Retio ot Rural SNDP Non-cultl- Wages peld Income ot 
egri culture rural work- trom agri- vetora' to land- rural oul-
and allied torce to culture eerninfs leas tin tore 
activities total end allied rrom l ve- labourers 
(at current workforce activities atook pro-
prices) duction 

( 1 ) (2) (3) (4) ( 5) (6) (7) ---- - -- ---- - ------- ---- - - --- -------------------
Andhra Pradesh 1,500,22 0.9666 1,450,11 39,44 89,22 1,)21,45 (3, 206.62) 

Assam 464,80 0.9879 459,18 10,47 12,09 436,62 (2,761.67) 

Biber 1, 311,09 0.9783 1,282,64 15,01 61,95 1,205,68 (1,7)7.79) 

GujerAt 1,005,47 0.9596 964,85 25,47 59,11 880,27 (),64~.01) 

Haryene 6o6,o6 0.9700 587,M )2,69 12,63 542,56 (8, 544..25) 

Jammu end Kashmir 1)4,56 o. 9701 1)0, 54 1,42 N. A, 129,12 (2,464.12) 

Kerneteka 934,26 0.9467 M4,46 14,59 71 t 26 798,61 (2,785.52) 

Karels 544,45 0.9568 520,93 5,68 2,79 512,46 ( 2,193. 75) 

Medhya Pradesh 1,243,00 0.9831 1,221,99 14,66 )0,44 1,176,89 (2,426.58) 

Meherashtre 1,012,15 0.9582 969,84 16,68 94,04 859,12 (2,089.30) 

Orissa 651,84 0.9833 640,95 1 s, 19 131 9S 611,78 (2,157.95) 

Punjab 877,10 0.9610 842,89 46,86 53,75 742,2S (11,178.92) 

Rajasthan 863 1 38 0.9730 84o,·o7 13,86 ),07 82),14 (3 102S,48) 

Tamil Nadu 1,058,79 o. 9371 992,19 22,72 11),18 856,29 (2,402.61) 

Utter Pradesh 2,527,58 0.9S33 2,485,37 6),87 39.96 21 )S1,54 (2,2)2,83) 

West Bengel 1,453,24 0.9773 1, 420. 11 25,S5 1)7,43 1,256,8) (),141.29) 

-- --- ---- ------ ------ ---- -----------------------
N,B,: Figures in parentheses in Col,(?) reter to per household income ot 

oultivetors. 

Sources: 1) GOI, Xstlmetes of Stete Domestiq Product 1960-61 to 1983-84, 
cso, November 1985. 

2) Census ot India 1971, Generel Economic Tables, B-IV Pert A, 

3) RBI, AIRDIS: 1961-62, RBI Bulletin, Vol, 19 (December 1965), 

VI 
VI 
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(a) Income trom selt-emploJD1ent 

Fishing, U8nutacturlng (unregistered), 

Transport, 'frade, Construction, Other Benlaea. 

(b) Income trom wages and aalarlea12 

~orestr.r and logging, Mining and Quarr,r1ng1 

~nutacturing (registered), Construction, 

J1eotrlclt7, Gas and Water Suppl71 Ballwara, 

'fransport by other means, Communiaatlon 1 

Banking and Inaurenae1 Real Zatate1 Publla 

Administration and Detence and other SerTlaea. 

).2.4.1 Inoome rtoa Selr-Emploxm,nt: All Indln 

Estimates or ~ncome tro~ tlahlng and unregistered 

manutaaturlng are baaed upon CSO eatimatea ot groaa Talue 

added trom these lnduatr.r groups. ~or other 1nduatr,r 

groups, Yiz., transport b7 other means, trade, aonatructlon 

and other aerYioes estimates or net income from unorganlaed 

sector ot thea~ lnduatr.r groups are aYallable trom ott.lalal 

aourae (1. e.· Tarloua lames or NAS). ItoweYer, we haTe not 

used these estimates tor the following reason. 

These estimates ot the CSO betore 1974-75 are baaed 

. on the old data culled troll Tarloua NSS rounds w1 th dltterent 

reterenoe 7ears ln sixties. In the rear 1974-751 the NSS 

conducted a country-wide aurTey whloh was designed to 

enquire into same key aspects such as t1xed and working 

capital, emplo,ment, Talue added, etc., ot non-agrioultural 

enterprises which are carried on by selt-emplored workers 
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· end ~plo7era not emplo7ing more than t1Te hired workers. 

Thla surTf!7 caTered all the unorganized enterprises exoept 

ln lndustr.r 4iT1aiona 0 (i.e. agriculture, hunting end 

t1sh1ng) and.4 (l.e. eleotrlolt7, gas end water euppl7) ot 

National Industrial Claaaitioatlon - 1970. The aurTe7 

results tor the following lnduatr.r groups are aTallable 

trom the Dratt Report No. 260/6, ·~Ablet~~ •ith Notfts on 

Suryey ot Selt-emploxed Rous8holdfl 1n Non-~~tgrlsrJlturftl 

Bnterprlafts - Detellftd ReNlts•, 29th Round : 1974-75 (NSS1 

1976: (1) Small aoale manuteoturlng and repair aerTloe, 

(11) Transport b7 other meana, (111) Trade, hotels and 

restaurants, (iT) Senioea and oonstruotlon, and (T) 

~nlng. an4 Quar.r.ying. The estimates ot Talue added trom 

unorganized aeotora ot these lnduatr.r groups, exoept tor 

unregistered manutaoturlng, haTe been re'Ylaed b7 the CSO 

from 1974-75 onwards ln the light ot trash data trom tbe 

29th round. It waa, t~retore, 4eoided to oomplle 

independent estimates ot lnoome tram aelf-emploJment 1n 

· unorganized aeotors ot transport b7 other aeana, trade and 

hotels, oonstruotlon and other aerTloea tor the 7eara 1961-

62 and 1971-72, ualng the data from the 29th round ot the 

NSS. 

The prooedure adopted tor eatlmating lnoome ot rural 

oult1Yator households trom the aboYe-mentloned aot1Y1tlea 

la outlined below. Firat, rural incomes are estimated; 

aeoond, cultlyatora' lnoomea are separated therefrom using 



· unpublished data tram the RBI aurTeJ& on the proportion 

ot-reoeipta ot cult1Tator households to total reoelpta 

trom these aoti~tles. The methode ot eat1mat1ns lnoome 

ot rural households trom these eotlri.tlea haTe been 

aum=erlsed ln Table ).10. 

).2.4.2 W~ge-lnoome tTom Employment in OrgPnized 
Beotor or Non-~grioultur"l ~qtl~tles 

The estimates ot wese-lncome ot rural households tro11. 

emplorment ln organized seotor ot. non-egrlault~al aotlTitlea 

. are baaed on eatlmatea ot compensation to emplo7eea troll the 

statement •Factor Inoomea b7 lnduatr.r ot Orlsln' trom BAS 

(coo, l'ebruarr 19SO and Ootobcr 19S6). 

Procedure 

'the estimates or oompenaatlon to rural emplo7eea ln 

the lnduatr.r gxoupa mentioned in aub-seotlon 3.2.4 (Clr) 

are obtained b7 deoompoalns cso• a eatlmate ot oomp~naatlon 

to emplo7eea (Clt) lnto rural encl urban in these .1n4uatZ'7 

groups ln the respeotlYe 7eara uslng tollowlns lnclex. 

(J:lr) 
Clr • C1t X (irtl 

(Elr) + (fu x flu) 
(:Ut) (Vlr · t) 

•••• ().6) 

where Elr, Xlu and nt stand tor the number ot rural, urban 

and total emplo7eea ln the lth lnduatr,r group, respeot1Yelr, 

Vlu and Vlr are aa det1ne4 on page 41. 

D~te t'.qurnes ~nd As~mptlons 

The proportions or employees are worked out trom the 

aensuaea or the reapect1Te 7ears. For all lnduatr,r groups 



T•ble J,to: Rural Inoome trom Belt-employment ln J18hlns 1 Unregistered 
Uanutaotur.1ng 1 Construotlon 1 Transport bJ other means, Trade end 
BOtela and Other SerTloea:-All Indla:~ethodolo£1 end Data Souroea. 

- ~ ~ ------ ~ --- ---- ~ ----- -------- ~ .- - - ----- ~ ---- ~ --Industr.y Croup end 
Table Number oon
ta1n1ng reaulta 

(1) 

Procedure 

. l2) 

Data Souroea and 
Data AdJustment• 

(3) - - --- - - - ~ ----~ - -. -- ~ --- ~ ---- ----- --. ------~ ~ --- ~ 

1. Rural 1noome trom t1ali1ng (Yrr) ·tor 
eaoh year 1a eatl=ated b7 deoompoa

·lng CSO' a estimate ot grosa Yalue 
added from tlshing (TJ't) as follow a: 

(l'!r) 
Trr • Trt x '"'fl, 

(r~Fr) + !,[g, x !JJt) 
. ( WJ't) ( V)'r W;rr) 

Yerlables are as apeo1t1ad on page 41 

2. unr~g1pt,rrd Burel income from this induatr,r 
Jb•nuteqturing fUM) croup (YU"Ur) haa been obtained aa 
(Table ).12) tollowa 

Ytmr • Ym.'t X Bu14r 
Where Stn!r ls the ahare of rural 
aeotor in net· 4omeat1o produot from 
unregistered manutaotur1ng end·Ymct 
represent total lnoome troa ~ 

1) Worktoroe proportions ere compu
ted from the oenauaea ot reapeo

tlye 7eara. 

2) V7u/Yrr la taken troa the NAS 
(CSO, 19S1). Thia ratio, which 
retora to the 7ear 1970-71, la 
aaaumed to hold good tor 1971-
72 and 1961-62 aa well. 

CSO haa estimated ~, tor the 
7eara 1960-61 end 1~70-71. We 
haTe uaed theae eat1mste4 propor
tions tor 1961-62 and 1971-72 
reapeotiTel7. 

Contd. 



TAbl8 3.10 (Contd.) _____ .. ______ .. .-

~ - ------ ------------ ------ ~ -~ ~ - ~ --
' (1) (2) ()) ~-- ____ .. _____ _ 

-- --- .... __ ._ __ 
., --- ------ -~ - ----- -·- ---

). Construotlon, Tro- .. Step I 
n8port bY oth~r · 
~t:!ns, Tr"de 119nd Estimates ot ntral 1noome from theso 
Hotele industry groups (Ylr) tor the 7ear 
(Table ).1)) 1971-72 are worked out uslns en 
See also Appendix lnoome epproaoh, i.e., 
Table )A.1 
'l'a ble 3 A. 2 
'l'eble )A. 3 

Tir • Vir x J.'lr 

lhe~e Vir is per worker •alue added 
ln rural unorsenised aeotor ot lth 
lndustrr group end Wlr represent 
number or workers ln uuorgan1se4 
(rural) aeotor ot lth lndustrr group, 

Step II 

Y1r for the 7ear 1971-72 has been 
moTed baokward to 1961-62 '181 th the 
index ot net 'Value added trom unorga
nlaed aeator ln respeot1Te 1ndustr.r 
groups. Thls 1ndex ls prepared using 
CSO estil:latsa. 

1 ) Vlr nre tek()n trom · 29th round 
or N$S. Tbeae estimates, Wbloh 
·perta.ln to the rear 1974-75. 
have been carried baotwerd to 
1971-72 with the help ot index 
ot Wftges or agr1oulturel 
labourers. 

2) Wlr 1a obtained from the Popu
lation Cenaua 1 1971. So tar as 
rural tr~dlng eotlT1t7 is con
carne~, mst ot it la aaaumed 
to be or unorganised nature and 
henoe total number ot rural 
workers eogaged in ttade ere 
used wblle estimating lnoome 
trom tradlng. 
In the case or conetruotion end 
transport by other means, the 
share ot orgenlaed aotlT1t7 la 
not Ter, small. Henoe, it has 
been aaaumed that Wlr ln U.nor
ganiaed seotora ot these 1ndu
&tl7 groupe oonslata or tem117 
end alngle workers and a pert 
ot e:1plo7e ea. The number ot 
tamll7 and alngle workers are 
taken trom the oensua while 
the number ot emplo71ea ln un
organlaed aeotor ot these 
lnc1uat17 groupe ia estimated b7 
epplJiDg the ratio ot ta=llJ' to 
hired (prinolpel) workers troa 

Contd. 



T~hle 1.10 (Oontd.) 

--- -------- - -- - ~ - - ~ --- - --- ~ -~ - - -- - ~ ---- -- ~ --- -~ - -
(2) (3) '1) 

~ - - - ~ - - -~ --- --- -- -- - ~ - ~ ~ - - --- --- ~ -- -~ -- --- ~ -.~---

4. Other DerTijes (0) 
(Table ).14 

See also !'able 
).A.4 

Step t: 

Total lnaoma fl'Om. unorgenloed aeotor 1) 
of 1 other·aerTloea' (Y0 t) 1a obtained 
tor the 7ear 1974-75 1n the tollewing 
manner& 

Tot • l Vot x Wor) + (Vou x 1'lou) 

Variables are 11a speo1t1ed on p!go 41 

Step II 

'l'hia estimate tor 1974·75 1a moved 
beokward to 1971-72 end 1 S61-62 uo1nc 
tbe lndex or net value n~ded trem 2) 
other eervioes (unorg~1~ed saotor) 

the 29th round ot NSS. As the 
oenaQa figure ot workers pertain 
to prinolpal workers, adJustment 
la made to take aooount ot aeoon-
4•17 workers b7 ualng the propor
tion or pr1no1pal to aeoondar,r 
workers as obtained tro~ the 29th 
round ot NSS. 

t'orktoroe t1gurea tor 1974-7S 
haTe been obtained b7 enra
~olatlng the n~er ot workera 
(8%ploJera, a1ngle and tam117 
worker• and emplo7eea 1n unor
gan1aed aeotor) tr~ 1971 oenaua 
us!ns 1ntoroensel growth rate. 
In order to caloulate growth 
rates, tta numbar ot work~;ra 
from 1961 cena\ls haa been ad
~uated to the oht~nce4 detlnltlon 
ot worker 1n 1971 censua. 

-rhe 1'8tlo Vou/Vor tor 1971-72 
end 1961-62 are derl Ted tro1:1 

worked out from cso. 

.Step III . -· 

Rural incomes tor the two bench-mark 
years ere obtained from estimated 
aggregate income for these years 
using following index 

29th round or the t~~s aD4 RS.CJ 
. _ _ . Ra~on No, -1,0 ;· ·TqblPS wl th 

Notes on Professions And 
Lib~rAl ArtsA 18th Round: 1963-
64 (NSS, 196 ), respectively. 

Contd. 



T~bl~ 1.10 (Cont4.) 

-~ - ~ ~ - - - - - ~ - ~ --~ -- - ~ ---------- ~ -- ~ ~ --- ~ -- - --- ~ 
(1) (2) (3) 

~ ~ ~ -- --- ~ -- --~ ------- ---- ---- - - -- --- - - ~ ---- ----
Tor • Yot X 

Veriables are spea1t1e4 on page 41 

---~-~--~--~----·~------~--~-----~---~~~---~--~ 
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~ble 3.11: Inoome ot Rural BOuaeholda and Rural 
CultlYator nouseholda trom llahlng: 
All-Indla, 1961-62 and 1971-72 

(Ra. ororea) 
~--------~----~---------------Year Ratio ot Ratio ot Rural Rural. C\11 t1 Tator•' 

rural to per worker share Income Incou 
total Yaluo added 
workers urban to 

rural 

--~---~-----~--~--------------
1961-62 0.6788 

1971-72 0.7669 

1.0317· 0.8754 79.79 

1.0)17 0.761) 200.22 

40.69 

105.98 

-~---~------------------------
Sourqes: 1) Census ot Indle, 1961 and 1971. General 

Boonomla Tables, B-IT. 

2) GOI, NAS, CSO~ October 1976, J'ebruazy 1980 
and Januar, 1981. 

TPJble 3.12: Income troa Unreglatered 1Wlutaotur1ns 
ot Rural BOuaeholda and Rural Oult1Yator 
BOuaehol4a, All-In41a, 1961-62 and 1971-72 

(B.a. ororea) --- .. ------------~-------------1971-72 
---~-----~~-~--------~--------
'rotel Inoome (GDP) 

Rural Income 

CultlYatora • Inoom 

sao 
22).73 

(0.2531) 

11).59 

2,045.)8 

575.57 
(0.2814) 

304.65 

-----------------------~------
N, B.: :rlgurea ln braoketa denote rural share 1n GDP 

trom the aeotor. 

Souroes: 1) aoi, rus, cso, October 1976 and l'ebrua~ 1980. 

2~ OOI, Spuraea antS !~~'etbos!a, CS0 1 April 1980. 



'I'Able 3.13: 
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Income ot Rural IJouaeholda and Rural 
CUltlTator HOuseholds tram Selt-e~plo7ment 
ln Transport by other means, Conatruotlon 
end Trade and Botela: All-Ind1a 1 1961-62 
and 1971-72. 

(Ra. ororea) 

----~------------~------------Years: 

Industry 
Group 

1961-62 

Rural Rural 
Inoome CUltlTa

tora• 
Inoome 

1971-72 

Rural Burel 
Inoome CultlTa

tora• 
Inoome 

--------------~---------------
Transport b7 
other means 9.09 

Conatruotlon 16.52 

Trade and Hotela 177.24 

6.64 

9.91 

90-39 

47.62 

SS.49 
549.6S 

~-------~~~--------~-~--------
Sourotf!: 1) Table a )A.1 and JA. 2 and ).AJ. 

2) 

)) OOI, NAS1 CSO, Februa%'7 1980 and lanuar,. .. 1961. 



'l',.blflt J.14: Inoome or Rural IIousebolda and Rural 
CUltiTator nouseholda from Unorganized 
Seotor or 'Otber SerTioaa•: All India, 
1961-62 end 1971-72. 

----~--------~--~--------~-----'l'otal 
income 
(Bs. 
ororea) 

RurAl nb8re 
Propor- Rat1o ot 
t1on ot per war
rural to Jeer Yalue 
total added 
workera urban to 

rural 

Rural 
ahare 
1n 
total 
1noome 

Rural llurel 
1noom.e oultl-
(Ba. Yatora• 
ororea) 1noou 

(Ea. 
oro rea) 

--------~----------------------
1974-7S 662.d1 - - - - -
1971-72 

1961-62 

501.39 

370.68 

o.sS43 

0.7407 

0.3324 166.66 SS.21 

o.4404 163.34 9S.oo 

~------~----~---~-----~~-------
souroee: 1) ~able )A.4. 

2) OOI, NSS, 29th Bound: Dr8ft Repnrt No, 260/6. 

3) COl, !!.!'!, cso, l'ebruar.r 19fJO and lanuarr 1981. 

4) Census ot Indle 1961. General Eoonomlo 
Tables, B-IV Part B. 

S) Ceneu8 nt Indt8 1971. General !Oonom1o 
·Tables, B-lV Part D. 
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2..2.4561 
other than construotlon, transport b7 other meana and other 

aerrioes, the ratios or urban to rural per worker Talue 

added ere taken from NAS ( CSO, January 1981 ) • These ratloa 

whloh are estimated b7 the C!X) tor the 7ear 1970-71 are 

assumed to hold good tor the subsequent 7ear (i.e. 1971-72) 

as well as tor 1961-62. 

Yor Construotion, Transport b7 other meana and other 

aerTloea lndustr.r group3,the per worker Talue added ln rural 

and urban organised aeotora are worked out w1 th the help ot 

following equations. 

\Yilull) . l'tfuR) 
VAJ. (u) • V.AJ. (ulf) X l ) + YAt (uB) X ttr1 uT) ••• (3.7) 

VAt (r) • v.a1 (rN) x w, frNl + VAt (ra) x •a. (rn) 
w1 rT) Wi(rT) 

••• (J.S) 

where, VAt(u) and VA1(r) rep~aaent per worker Talue added 

ln urban and rural aeotora ot the 1 th induat17 
-" 

gl.'OUP,. V~ (aN) 1 VAJ. (uR) and VAJ. (rN), VAt (rB) are 

the urban and rural per worker Yelue added ln 

unorganized and organized aeotora ot the l th 

lnduat17 group, Wt(uN), W1(uR) and \Yl(rN), Wt(rB) 

are the urban end rural work-foro• engaged ln 

unorganized and organlze4 sectors and w1 (uT) and 

•1 ( rT) represent the total number or workers ln 

urban and rural. areas ot the lth industry group. 

Zquatlona (3.7) and (3.8) are solYed for per ~rker 

Yalue added ln urban end rural organized aeotora, l.e. 

VAt(uR) and VAt(rB), tor each 1n4uatr,r group. For solTlng 
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these equatioaa, intormation on other terms is taken from 

the following sources. %at1mates· or Talue added per 

worker (total) end value added per worker (unorganized) ln 

rural and urban sectors or each industrr group are taken 

trom the NAS ( cso • lanuazy 19S1 ) and the 29th round or the 

USS respectlvel7. The estimates trom the NAS relate to 

the 7aar 1970-71 whereas the NSS eatlmatea are tor the 

7ear 1974-7S. Hence tha liSS estimates ere oarrled backward 

to the ;year 1970-71. Ot these, the value added per worker 

1n rural areas are moved backward with the help or the index 

ot wages ot agricultural labour and value added per urban 

worker b7 using the consumer price index or urban non

manual eMplo7eea. 

ne lnclustr:r group-wise proportions ot worlc-toroe 

engaged ln unorganized end organized sectors ln rural area 

are worked out utllizlng the estimates ot work-torce engaged 

in unorganized sectors ot thea·e lnduatrr groups prepared tor 

eatlmstlng income trom selt-emplorment ln these industries. 

i'hlle the estimates ot the value added par worker 

ln organized sectors ot these act1v1t1as are presented ln 
'l'nbles 

'l'ab~«·).15,/).16 and 3.17 exhibit wage income ot rural 
'' cultivators trom emplo7=ent ln organized non-agricultural 

act1 Titles. 

).2.S Inoo~e from Non-Agrloultur~l Aqtlyltleaz 
Fr,.otllea or nurel Cultlyf!lltorn 

'rhe tractlle group-wise estimates ot income troll 

aelt-emplo;rment ln non-agricultural activities tor 1961-62 
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'l'~ble 3.15: :Estimates ot Value Mde.1 Per Uorker in 
Orsanlzed Seotora ot Conatruotlon, 
Transport by Other ~eana end Other 
Serv1oea: All Indle, 197o-71. 

-- ~ ·- - -- - - ~ ~ ~ ~ -- - - ~ - - - ~ - - - -- - - -Indust%7 
group 

( 1) 

Proportion 
ot workers 
1n unorga
nized 
seotor 

(2) 

V~lue ~dded per ~rk~r (Rs.) 
Total Un~rg~nizr4 Organized 
197Q-71 1974- 1970- 197Q-71 

75 71 

(3) (4) (5) (6) - .. ------------- .... ----------------
Conatr~ot1on R 0.4693 6,253 

9,046 

1,951 

),478 

1,164 

2,079 

1,36) 994 

2,196 1,416 

2,)51 1,714 

), 574 2,)06 

1,o6o 773 

2,))0 1,501 

10,90) 

17,21) 

'2,04l! 

. tJ o. 5170 

'transport b:r B 0.2942 

u 0.3366 
Other Ueans 

Other 
Sernoes 

R 0.4136 

u 0.3150 

4,042 

1,2)7 

1,964 

--~----~~~--~--~--------------
R • Rural.. U • Urban. 

Souroee: 1) OOI~ NSS1 29th Round:· pr~tt R~port No. 290/6. 

2)00I 1 !!.!,;!1 cso, January 1961. 

)) Census ot Indl8 1961. General Eoonomio Tables, 
B-lV Part B. 

4) C8neue of Indl~ 1971. Cenoral EOonom1o Tablea1 
B-IV Fart D. 

S) CenRuR nt IndlR 1971. Series I. ~aoellaneoua 
Stu41ea. Peper 1 ot 1974. 
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Table 3.16: Wage Income of Rural Cultivator Households from Organized Seotor: 
All India, 1961-62 

- - -- - - - - ------- - ------------ -Industry 
group 

( 1 ) 

Proportion 
of rural 
employees 
to total 
employees 

( 2 J 

Forestry end 0.8995 
logging 

N~ning end 0,7544 
quarrying 

Manufacturing 0.2611 
registered 

Construction 0.5491 

Electricity, 0,2758 
gas end water 
supply 

Railways 0,3095 

Transport by 0,2578 
other means 

Communications 0.3407 

Banking end 0,1389 
Insurance 

Real estate 0.0991 

Public edminis- 0,3745 
tretion end 
defence 

Other services 0,4831 

Ratio of 
value added 
per worker
urban to 
rural 

(3) 

1,0320 

1, 2433 

1.1008 

1, 5787 

1, 0058 

1, 9932 

1. 0885 

1, 0876 

2,6643 

1. 0971 

1.5M7 

Compensation 
to employees 

(Total) 
(Rs, orores) 

(4) 

41.74 
(0.8966) 

96.01 
(0.7119) 

628.9) 
(0. 2430) 

390.56 
(0.4355) 

)0,81 
(0.4986) 

168.1.2 
(0.2907) 

. 121,85 
(0,1484) 

49.5) 
(0. )219) 

97.54 
(0,1292) 

17.52 
(0.0396) 

59).)4 
(0.3531) 

475.18 
(0,)705) 

Compensation 
to rural 
employees 
(Rs, orores) 

(5) 

68,)4 

152.8) 

170.09 

15.)6 

18,08 

15.94 

12.60 

o.69 

209.51 

176.05 

- ------ - - -- - ---- -- - - - - - -----------
Total 925.85 

Wage 1noome 
or rural 
cultivators 

(6) 

22,45 

40.40 

91.70 

102.05 

29.)8 

10,85 

0.41 

125.71 

105.61 

--- - -554.90 - - - - - - - - - --- - --- - --- - ----- ------------- ----
N,B,: Figures in the parentheses of Col, (4) ere the rural shares in 

total compensation to employees. 

Sources: 1) Census of India 1961, General Economic Tables, B-IV, Part B, 

2) GOI, ~. October 1976 end January 1981, 
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Teble J.17: Wage Income or Rural Cultivator Households from 
__ Organized Sector: All India, 1971-72. 

- - - - - - - --- -- - - - -- - - -- -----------. ---------Industry 
group 

(1) 

Forestry and 
logging 

Mining and 
querrying 

Manufacturing 
registered 

Construction 

Electricity, 
gas and water 
supply 

Proportion 
or rural 
employees 
to total 
employees 

( 2) 

0.8244 

0.6221 

0.2551 

0.51SS 

0.4008 

Rai lweys o. 2821 

Transport by 0.2716 
other means 

Communication 0.37?5 

Banking end 0,2059 
Insurance 

Reel estate 0.1707 

Public adminis- 0.4448 
tration end 
defence 

Other services 0.4783 

Ratio or 
value added 
per worker
urban to 
rural 

(3) 

1.0320 

1,1008 

1. 5787 

1, 0058 

1. 0936 

1. 9932 

1. 0876 

2,6643 

1. 0971 

1. 5877 

Compensation 
to employees 

(Total) 
(Rs. orores) 

(4) 

108.91 
(0. S198) 

173.16 
(0.5697) 

1986.66 
(0. 2373) 

1558.29 
(0.4058) 

145. 52 
(0.3994) 

379.48 
(0.2644) 

567.22 
(0.1576) 

158.29 
(0.3578) 

446.95 
(0,1925) 

73.03 
(0.0571) 

1831.48 
(0.3788) 

1375.68 
(0.3661) 

Compensation 
to rural 
employees 
(Rs, ororea) 

(5) 

471.4) 

58.12 

1oo.:u 

56.64 

693.76 

Wege 1noome 
ot rural 
oult1vatora 
(Rs. orores) 

(6) --------
47.26 

249.5) 

))4.70 

30.76 

5).10 

47.31 

45.54 

367.21 

266.58 

- - - - -- - - - - ---- - --------
Total 8804.67 288).80 1526.39 -- - - - - - - - - - - - - - - - --------- - ------------
N.B.: Figures in parentheses ot Col, (4) ere the rural shares in 

total compensation to employees. 

Sources: 1) Census of India 1971. General Eoonomio Tables, B-IV, Pert D, 

2) GOI, ~~ cso, February 1980 and January 1981. 

-..3 
0 
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and 1971-72 are der1Yed, using tnotile group-w1ae 

diatr.lbutiona or reoelpta rrom these aotlYitiea worked out 

trom the unpublished data ~m RBI aurYera (aee fable 

A).17). For _estimating wege-inoome trom emplorment in 

organized non-egr.loultural aotiri.tlea, the traotl.le sroup.. 

w1ae diatrl butiona or wages end aslarlea computed tram the 

aame acuroea haTe been used. Tables ).40 and 3.41 oontaln 

the eatlmatea. 

).2.6 Income from Non-ftgrlculturftl AotlYitles: 
StAte-wise 

The State-leTel estimates or lnoome trom non

ag%ioultural aotlYltlea or rural cultlTator households are 

baaed on the lndustr,r-leTel eatlmates ot State Net Domeatlo 
. . . 

Product (CSO, NoTember 1985). 

Aa ln the oaae or all~India estimates, rural lnoomea 

are tlrat estimated and oultlTatora' share la separated 

therefrom ualng the lnrormatlon on the ahara or oultlTatora 

ln total reoelpta trom non-egr.loaltural aot1Y1tlea aTallable 

ln the llBI aurY&7•· 'the prooedurea adopted and aouraea or 

data uaed ln estimating lnoome trom aelt-emplorment and 

wage-lnoom.e rrom non-agrloul tural aoti n tie a are preaented 

ln ~blea ).1S end 3.19 reapeotlYel7. Katlmatea or lnoome 

or rural oultlTRtora rrom aelt-emploJment and wage-lnoome 

trom non-agr.loultural aotlvltlea are presented ln Tables 

).20, 3.21, ).22 and ).2). 



T-.bl~ J, u~: ~tate-wiae Rural Inoome tram Flahing, Unregistered Uanutaotur1ng, 
Oonstruotlon, Transport b7 other means, Trade and Hotels and Other 
Seryloea: Methodology end Data Sources. 

- ~ -- ~ - ~ ~ ~ ~ ~ - - ---- -- --- -- -. - ~ ----~ - - - -------------
Industrr Group 
and ~able Number 

, oontalnlng results .. 
( 1) 

Procedure · . Data Souroea and 
Data A43ustmenta 

(2) (3) 
,/I- - - .. .. - - - - - - - .. - - - - -.------ ~------------------------
· .. 1. nrhing (l) 

(Ta_ ble )A. S and 
)A.6) f 

/ / 

2. Unr~glstered 
),'"'nuteoturing (UU) 
(Table 3A.7 and 
JA.S) 

Estlcatea ot lnooma reoe1Ted b7 
rural households (Y7r). are de
r1Yed by 4eoompoa1ng the eat1mate 
ot SNDP from nablng (lTt) ln 
each State into rural and urben 
in the tollowlng manner: 

Yn • Trt X ll:rr . wn 
Variables are aa .apeo1t1ed on 
page 41. 
Step I 

For the. 7ear 1971-72, the offi
olal estimates or SNDP trom un
registered manutaoturlng (Ymd 
are firat decomposed lnto house
hold (Ys) and non-household (TBB) 
component a ud.q the followiq . 
index. ( r.'H ) 

Ts • YU'..r X (~) . t!!!. ~ YNH) x Wtw'll) 
(W tJM) . (VB ii'OII) 

Where l'g, fiNH and wtnr represent 
theutnumbe~or workers 1n household 
man aatu • .~.ng, non-houaeho~ct 

lbrk-forae proportions baTe been oo~ 
_puted using the data from the Popula
tion Censuses 1n the reapeat1Te 7eara • 

1) lor eaoh state, 'B ere taken tram 
the Population Census, 1971 while 
WNH are derlTed as the belanoe 
between the n\Clb er in non-house
hold manutaoturlng from the Censua 
and the n~er ot persons emplo7ed 
ln resiatered manutaoturlng aa 
obtained fro11 the Annual Sun87 ot 
Industries • 

(Contd.) 



T~ble 3.18 (Contd.) 

( 1) (2) . (3) ---~ - ~ -- - - ------- --- - ... .. -- ----------~--
--- - -·---- ~------- ~ ~------ -- --------~ ----- - - ~ ~ -- -~ 

enuteoturlng (unregistered) and DeYelopment Co:n!ssioner, Sm~ll Soale 
unreglatered manutaoturlng (total) Industrial Unlta (DCSSI) in 1977. Aa 
r~speotlvel7. VNH and. Vn are per ·the Census :result a pertain to 1972. 
worker Yalue added in non-house- the value added per worker from this 
hold (unregistered) end household eource haTe been extrapolated to 1974 
manutaotur1ng reapeotivel7 · · w1 th the help or an index ot taotor.r 

workers earn~n~ upto aa.400 per month. 
YNH 1a eatlmated as the balanoe Stete-wise VNB1VB for tbo 7ear 1974-75 
between Ym: end TH · are assumed to hold good .tor 1971-72 

as well. 

step II 

Rural incomes are estimated b7 
separating Yn and TNH between 
rural and urban seotor using the 
following equation: 

(Witt) 
YHr • Ta X (rJnt) 

( t.jtr) + ( VID1 l:.'fiu) 
( Wat) ( Yiir V.'Bt ) 

3) Work-toroe ratloa ln household 
mAnufaotur1ng ere oomputed trom 
the Cen~u:. ot IndlB, 1971, For 
oalouleti, theae ratios tor non
household unreglatered) manuteo
tur1ng, the total work-toroe ln 
thla aeotor la bituroated Into 
rural and urban w1 tb the help ot 
employment ratios der1yed from 
Establishment ~ables ot 1971 
Population Cenaua. 

Similar index 1s computed for Tmt 4) The ·ratios ot pero worker Talue 
added ln urban end rural seotora 
ln houaehold manuraoturlng are 

. . 
Variables as speoit.led on page 41 • 
Step III 

Sum of Tur and TNIIr tor each state 
tor the 7ear 1971-72 ls :noTed 
backward to-1961-62 with the help 
ot the 1nd ex or SNDP from unregis
tered anutaotur1ng whloh la pre
pared uslng CSO eatlmates. 

der1 Yed tram the 29th roUlld ot 
the ·uss.· :In the abaenoe ot Infor
mation on Yb11r and TNHu• the 
ratio• worked out tram the HSS 
are assumed to hold good tor non
household unreg1atered manutaotu
rlng unit•. 

Contd. 



,.,_ble 11 1 a ( Contd. ) 

--------------- -- - ~ ----~ ~ -~ -- - -- ~ -- ~ - -- ----()) ------
( 1) (2) 

~------ ~--------- -· ------ ~ ~--- ~- -· -.-.----------- ~-- ~ 
). c~netruot1on. Trens

port by nthe~ ~~nR 
Tr~qe ~n1 hotele 13 end nther R~rvloe~ 
(Table )A.9 to )A.16) 

1) Data on total work-force engaged 
1n theae industries have been 
teken from Popalat1on Census tor 
the respective rears. 

Rural income trom theae induatr.r 
(Y1r) tor the two benoh-Mark 
7eara hsYe been estimated b7 
eegregatlng SNDP trom the reepeo
t1Ye industry groups (Ylt) es 
g1Yen belows 2) 

(fllr) 
For the rear 1971-72, tbe ratios 
Vir/V1u ere 1'10rked out from the 
29th round ot the Ns:J. Ylr • Ylt X (iii') 

(tir) x (Vlu £1~) 
t ~~ t > t vrr x l 

Variables are aa apec1t1ed on page 
41. 

The estimates ot Vir and Viu 
haye b~en carried backward to 
1961-62 with the help ot the 
index ot wage:a ot egnc\lltural 
labourers and the index ot urban 
non-manual emploTeaa reapeotiyelr. 

-----~-----~-~-------~---------~---~-~-----~~~--



T•ble 1.12: State-wiae Wage-lnoome ot Rural Households trom Organlaed Non
egr.loultural Aot1Yltles: Methodolocr and Data Souroes 

--~- .. -__ .;._ ... _____ __ - -- ~ ---~ ~ ~ ----- -- -·~- -- ~ ~---- -·------
Industr.r Croup end Table 
Number conttdnlns resulta 

'1) 

Procedure 

(2) 

Data Souroee and 
- ·Data AdJustment& 

(3) ----- --- - - ~ -- - ~ . - - - ~ --- --- ------ ~· - - - ~ - - ~ - ~ - -- - -~ -
1. rore,.trx en~ 

logging. v.in ns anA 
Q.u._ming, E1Eiotri
q1tx. ges And w~ter 
eupplt. Ro1lw~xs, 
Co~un1q~tions. Bnnk
lng end InRurAnoe apd 
pybl1q Adm1n1str~t1on 

(~able 3.22 end 3.23) 

2. Re~atered M~ut8q
tu ng hd 
~able 3.22 end 
).23 

For taoh State, estimates ot· 
wage-lnooma s of the ·rural house
holds trol'! lth lnduot%7 group 
(O!r) have been computed ea 

C1r • &1>P X S1, 

where, Sl la tho ratlo ot oompen
aatlcn to emplo7eea to Net Domea
tlo Produot ln 1 th industry group 
obserYed at all-In41a leYel 

Step I 

For estlmat1ng compensation to 
emplo7ees the peroentese dla
trlbutlon ot wegea and ealarlea 
worked out tram the Annual Su.r
Ye~ or Industries tor the 7eara 
19D1-62 end 1971-72 haTe been 
used. To obtain eatlmtes ot 
different atatea tho ratloe ao 
obta1ne4·are eppl1ed to the all
India eat1=ates ot oompenaatlon 
to emplo7eea ln thla lnduatZT 
group 

St.-p II 

Rural a hare 1a a eperete4 troa 
the aboYe eatlmatea ea: 

!be assumption la that the teotor 
ehere ot labourers ln SNDP la same 
tor ell states 

Zml' tor 1971-72 la oomputed b7 41Y14-
1ng ~ into rural and urban aeotora 
uaing the Emplo7=ent ratloa derived 
tram ~stabllahment Tables ot 1971 
Population Cenaua. In the abaenoe 
ot almller lntorcatlon tor 1961-621 
1971-72 ratios are aasu~d to hold 
sood ror 1961-62 sa well. 

Cont4. 



'!'Able 3.12: ( Cont4. ) 

-- --- ~ ~ - --~ ---- ~ - - ~ ~ - - - - - ~ --- --- - - - - ----- -
(1) (2) (3) -.- ----

~ - - - ~ - - - --- - ------ -. - ~ -- - - - - ~ ~ ----- - - - ~ - - ~ ------

wbere, Emr and !~t reter to 
~ploJ••• ln registered m•nu
taotur1ng ln rur~l aaotor and 
total employees 

- ~ --- ------- ~ ------- - -- --- -- ~ ----~ -- ~ - --~ ---- ---
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Teble J.20: Stete·~~se Estimates of Income of Rural CultivetQr Households 
from Self-employment in Non-agricultural Activities, 1961-62 

(Rs. lekhe) 
- -- - - - - - - - - - - - - - - - ------- ---. -- ----- ------ -- ---State Industti Grou12: 

Fishing Unregis- Transport Conetruo- Trade Other Total Average 
tered Manu- by other tion end services per Hou-
tee turing me ens hotels eehold 

(Rs,) 
- - --- - - ----- ---- ------ ---------- -----
Andhre Pradesh 5, JJ 12,10 2,4) 10,19 15,49 15,06 60,60 148.17 

AssAm 

Bih~J~r 7,64 10,77 5,86 ),64 26,81 41,34 96,o6 160,80 

Gujerat 70 1,64 1 t 52 7,)9 5,74 8,64 25,6) 1)).77 

Jammu and 8 1,46 I+ 1, J 1 1,05 1,65 5,59 115.26 ~ 
Kashmir ....,J 

Karneteka 67 5,09 98 7,74 9,02 7,41 )0,91 124.99 

Kerals 2,00 14,60 6,9) 6,8) 18,76 21 t 18 70,)0 248.8S 

Madhya Pradesh 29 6,19 1,15 14,53 5,00 10,55 )7,71 85,24 

Maherashtre 2,0S 4, 11 4,M 10,09 4,)4 11,04 )5,74 94.9) 

Orissa 1 '72 6,54 54 5,71 6,95 19,05 40,51 170. 21 

Punjab J 4,10 64 ),64 2,90 4,70 16,01 98.46 

Rajasthan 8 11,40 2,04 9,40 2),16 1),44 59,52 219.07 

Tamil Nedu ),97 6,92 1 177 ),66 10,57 17,28 44,17 1 29. 11 

Uttar Pradesh 54 16,1 J 11. 56 24,44 42,)0 )8,92 1)),89 1)8. JJ 

West Bengal 11,79 8, 26 4,4) 6, 11 26,57 24,46 81,62 247.48 

- - - - - - -- -- ---- - ------ ------------------
§Quroes: 1 )Tables )A, 51 )A.8, )A.9, )A.11, )A.1) 1 JA.15. 

2) GOI 1 Estimstes Qf State Domestic Product, CSO, November, 1985. 

J) RBI, AIDRIS 1261-6~ end AIDIS 1271·72 (unpublished data). 
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Table 3.20: Stete-~~se Estimates of Income of Rural Cultivet~r Households 
from Self-employment in Non-agricultural Aotivities, 1961-62 

(Ra. lekhe) 
- - -- - - - - - - - - - - - - - - -- - - ---- ~ --------- -------- ---State Industri Grou:g: 

Fishing Unregis- Transport Construe• Trade Other Total Averegt 
tared Manu- by other tion and eervioes per Hou· 
fee turing means hotels eehold 

(Rs.) 
- - ---- - ------ - - - - - ---- -- ------ ---. --- --- -----
Andhre Pradesh 5,33 12,10 2,4) 10,19 15,49 15,06 60,60 148.17 

AssAm 

Biber 7,64 10,77 5,86 .),64 26,81 41,34 96,06 160.80 

Gujeret 70 1,64 1,52 7,39 5,74 8,64 25,63 13).77 

Je.mmu and 8 1,46 I+ 1 f) 1 1,05 1,65 5,59 115.26 ~ 
Kesbm1r ~ 

Kerneteke 67 5,09 98 7,74 9,02 7,41 )0,91 124.99 
Kerale 2,00 14,60 6,9) 6,8) 18,76 21,18 70,)0 248.88 
Madhya Pradesh 29 6,19 1,1 5 14, 53 5,00 10,55 37.71 85.24 

Mehereshtre 2,0Sl 4,11 4,M 10,09 4,)4 11,04 )5,74 94.93 
Orissa 1,72 6,54 54 5,71 6,95 19,05 40,51 170. 21 

Punjab .) 4,10 64 .),64 2,90 4,70 16,01 98.46 
Rejasthen 8 11,40 2,04 9,40 2.) t 16 1),44 59,52 219.07 
Tamil Nedu 3,97 6,92 1, 77 ),66 10,57 17,28 44,17 129. 11 
Utter Pradesh 54 16,13 11, 56 24,44 42,)0 )8,92 13),89 1)8.)) 

West Bengal 11,79 8,26 4,43 6, 11 26,57 24,46 81,62 247.48 

------ -- - - - ------ --- --- --. ------- ------ --
§2Yices: 1 )Tables )A. 5, )A. 8, )A. 9, )A. 11 1 )A. 1), ).A. 1 5. 

2) GOI, Estimates Qf State Domestic PrQduot, cso, November, 1985. 

3) RBI, AIDRIS 1961-62 end AlDIS 1971-72 (unpublished data). 
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Table J. 21 : State-wise lstim8tes or Income or Rural Cultivator Households 
rrom S~lt-employment in Non-agricultural Aot1v1t1es1 1971•72. 

(Rs. lekha) ------ - - - - - - - - - - - -- -----~ ------------ ---------State Indust!:I Grou:Q: 
Fishing Unregistered Transport Conatruo- Other Total Anrege 

Menutaoturing by other tion services per Houae-
means hold 

(Ra.) -------- - - - - ---- --- --- -----
Andbre Pradesh 9,6) J?,JS ),01 13,95 2),73 87,70 212,81 

Assam 10,14 )1 ,95 1,42 15,82 13,57 72,90 461,10 

Bihar 9,0) 6),57 12,07 44.51 31,55 160,73 2)1.67 

Gujerat ),14 9,72 ),)7 8,00 11,96 )6,94 152.96 

Haryana 4 2, 51 1,54 6,48 5,67 16,24 255.75 ~ _, (X) 

Jammu and 
Kashmir 1,01 10,27 1 '9) 15,)2 6,o8 .)4,61 660.50 

Kernateka ),59 )4,41 4,50 18,02 14,72 75,24 262.4.3 

Kerala 17,96 124,90 28,0) 25,S6 74,86 25),65 108S,S.3 

Madhya Pradesh 2,55 49,07 2,70 )2,02 20,63 106,97 220.56 

Mah~:~rashtra 6,44 3),)5 1),65 21,49 22,3) 97,26 2)6. 53 
Orissa 4,)2 2),42 1,44 9,49 · 1S, 29 56,96 148.5.3 
Punjab 4 5,86 1, 1 s 6,09 4,29 17 ,4) 262 • .50 

Rajasthan 78 22,95 1, 90 113,48 24,44 68,.55 2.52. 21 

Ramil Nadu 9,42 65,93 8,30 35.21 9,66 128, 52 )60.61 

Uttar Pradesh 2,58 62,19 9,76 79,12 42,26 195.91 18.),68 

West Bengal 27,97 91 ,22 7,12 16,S7 213,01 171,19 427.87 

------ -- --- -- ----- - ----------- - ---- ----------
Sources: 1) Tables )A,6, )A,8, )A,10, JA.121 )A,14 1 )A.16, 

2) RBI, AIRDIS; 1961-62 end ~; 1971-72 (unpublished date), 
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T~~thle 3. 22: St!tte-wise Esti m!ltes ot Wage-incolllf'l of Rural Household I l!r.d iiurel 
Cult lvetor Households from Orgeni sed Sector or Non•Ae;r1oulturel 
Aotl vltle s, 1961-62 

(Rs. bkhe) 
- - - -- ---------------------- ------------ -----

StAte lndustr;t Grou];!! InQQ!III!l or tb!! RurAl H2U!ei>alfi I 

' Forestry Mining Manufao- Electrl- Rail- Conunu- Bank- b o To tel' 
!!nd end turing city, weys nice- ing & Admin· 
loe;gi~ Querry- (regis- ges end tion Ill8u- ietra-

ing tered) wat~r renee tlon 
supply 

------------ -- - -- - - -- --- -- ------ ---- - -. 
Andhra Pradesh 1, 62 2.130 9,58 61 3,oa 94 60 1),44 32,67 16.99 41,S4 

Asssm 

Bihfl!r 1' 73 25,01. 17,52 39 15, 2) 1,19 21 113,24 79,47 S1,66 86.41 

Guja rat 1, 01 98 1), 82 69 ), 92 72 18 4, 22 26,14 12,02 62.7) 

Jammu end 
KAshmir 1,48 6 .)8 .30 6 2 2, OS 41 38 3,68 ~S.26 

KAme take ),92 2,22 ),28 49 94 64 41 5,06 16,96 9,)) )7.7) ~ 
Kerale 86 92 9,66 61 93 77 1,15 7. 51 22,41 17,48 86,75 
Madhya Pradesh 6,14 6,)9 4, 26 33 5,27 eo 24 13,S4 )1,97 191 92 44.RO 
MehArAshtre 4,74 1, 613 26,C8 64 4,87 1,76 1,71 11, 57 53,05 26,52 70.44 
Oris sa 2, 07 . ), 76 1,134 17 1, 27 27 12 6,42 15,92 9,)9 )9.45 
Punjab 25 32 6,00 1) 1,48 1, 0) 43 6,43 16,07 4,66 213.61 
Rajasthan 88 2, 50 1, 98 4 2,07 41 30 13,34 16,53 12,07 44.42 
Tenll N adu 63 1, 50 9,)1 1' 77 1, ~ 1, 41 18 1),04 29,92 11.,o6 41.10 
UttAr Pradesh 4, 21 1, 53 1), 50 139 6,73 1, 93 1, 09 17,77 47,6~ )1, 93 32.99 
West Bengal 86 113,1.3 75,32 61. 6,06 1, 75 100 9.74 11),50 60,15 1132.)9 

-- - - - -- ------ - - --- - - - -- ---- . --- ----. -----. 
Sc-uroes: 1 ) COl, ~st1m~~tes or State Domest1o ProduQt~0-6t_~a, 

CSO, November 1985, 

2) OOI, AnnuAl Surv~ Qf In~l,!S trle s, 1961-62 1 Vol, I. 

.3) TAble ), 16, 
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Table 3.23: State-wise EstiJMtes ,r Wage-income or Rural Households and Rural CultlYator 
-~ouseholds rrom Organised Sector or Non-Agricultural AotiYitiea, 1971-72. 

(Rs. lakba) 
- - - - - - -- - -- - - - - - - - - ---- -- - - --- - -- - - -----------State 

the Rurel Hou~~s In~2m~~f r: Indus t"ri G!2UJI1: IncQme or 
Fores- Mining Menufeo- Eleotri- Rail- Communi- Bank- Publlo Total R1Jr"l t T -
try end turing oity, WPYS cation ing & Admin- Rural tsa: H~~r·tQI~ a 
end Quarry- (regis- ges and In au- iatra- Tote! nrage 
logg- ing tared) water ranoe tion per Hou-
ing supply eehol4 

(Rs.) ------ - - - - - - - -- - - --- - ------- ------
Andhre Pradesh 

2,.51 3,92 38,63 .5,01 8,96 ),6) 2,6) )2,00 97,29 42,81 10).6! 

Assam 1 t 5.5 6, 1.5 16,81 44 ),2.5 1170 80 1),99 44,69 27,26 172.42 

Biber 5, 57 24,6.5 4.5, 19 4,1.5 24,)1 ),00 1,62 40,46 148,9.5 101,29 146.10 

Gujerat 2,00 6,52 31,53 2,64 7,0.5 ),.59 ),84 1),5.5 70,72 24,7.5 102.4S 
Heryene 41 6.5 18,7.5 2,17 2, 21 1,68 76 14,91 41,54 8,72 137.32 
Jammu and 
Kashmir ), .51 14 14 26 2 54 39 9,86 14,86 1),37 2.55.15 8 
Kernatak8 5,12 2,84 1.5,68 3,64 1 J 61 2,76 2,03 14,99 48,67 20,9) 7).00 
Kerale 2,60 58 34,77 1, 09 1 t 95 4,4.5 4,76 26,0) 76,2) 66,)2 28).90 
Madhya 19,51 12,46 
Pradesh 

20,16 1, 73 10,70 1.72 2, .53 19,00 87,81 .58,8.3 121. )0 

Mahereshtra 7,55 3,15 77,14 9,82 .5,87 7,.58 9,21 )9, 21 1.59, .53 7),)8 178.4.5 
Orissa 2,76 7,98 16,61 1 J 35 .5,28 1, 29 '· 27 24,34 60,88 40,18 104.77 
Punjab 63 16 7.74 2,14 1, so 1, 78 2,79 20,14 37,18 4,09 61.60 
Rajasthan 64 6, 3.5 6,68 1, 26 .5,90 1 ,M 1, 7.5 19,.52 43.98 26,)9 97.09 
Tamil Nedu 1,34 5,39 . .56, 51 6,62 4,82 .5. 51 4,)) 37,)0 121,82 77.96 21~.74 

Uttar Pre- 16,63 3,60 
desh 

63,08 5, .51 11 '37 .5,96 3,02 62,)0 171 t 47 94,)1 88.42 

West Bengel 1 J 8.5 21,61 78,)9 5,04 11,50 4,82 ), .56 40, 1) 166,90 8.5, 12 212.75 

------ - - - - - -- - - - - - - - - - - - - - - - - - - -- --- -- - ---
Sources: 1 ) GOI, Estimates or State Domestic Produ~t 126Q-61 tQ 1283-8~. cso, November 198.5, 

2) GOI, Annual Survey or Industries, 1971-72, Vol. I. 

3) Table ).17. 
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nt:AN'CIAL SOURCES : DATA !ncrRCRS AND 
MKTHOD9 OV RST!UtTlON 

As presented in Table ).1, t1neno1el aouroea or 

tunda, i.e. net change in borrowings (borrowlnga leas 

repaJmenta), ot the rural oult1Tatora haYe been estimated 

under two broad heads, y1z., inst1tut1onal and non-inatl

tutlonal. The former inoludea oo-operatlTaa, com=erolal 

banks end goYernment while the latter malnl7 oomprlaea 

mone.rlendera, traders and commlaslon agenta and relat1Tea. 

Soma ot the mon87lendera ma7 belong to cultlTator houaeholda 

while others ma7 belong to non-oul tl Tatora and thua the non

lnstltutional agenolea are turther d1Tided lnto theae two 

groups. Aa mentioned ln the preYloua chapter, auoh 

claas1t1oat1on haa not been attempted at the traotlle group 

leYel ainoe requ1alte data are not aTallable. lbreoyer, 

repa,.menta to inatltutlonal and non-instltutlonal agenolea 

could not be estimated tor the traot1le groups. Benoe, the 

figures gl Ten pertain to £1'088 borrowlnga b7 the traot1le 

groups trom these agenoles. Similarly, due to oertaln data 

problems, whlob will be discussed later, repaJmenta to all 

claaaea ot non-lnat1tut1onal agencies could not be der1Yed 

at the State-leTel. 'thus, the State-wise tlgurea or 

borrowings trom non-1nst1tut1onal agenolea are ln groaa 

terms. The aouroea ot data are dealt with aDd methods ot 

estlcatlon explained ln the tollowlng seotlons. 

).).1 Net 9h~nse ln BgrrowingS : All-Indln 

The procedure and data souroea used for eatlmatlon ot 
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net change in borrowings b7 rural cultiyator houaeholda 

haTe been summarised in Table ).24 and explained in the 

subsequent sections. 

3. ). 1.1 J.~ethod or Segreg8t1ng borrowlng11 fro Til non
lnst1tutlon81 Agencies between CultlY8tor 

!!oney:lenders end Non-cultlY8tor 1/onetlt~tndetl! 

In the RBI surTq reports, borrowings ot rural 

cultiTator households trom non-institutional credit egenoies 

are clasa1tied under the tollowing credit agencies. (1) 

Landlords, (2) Agricultural ~n..,lendera, (AUL) (l) Prote

aalonal rone7lendera, (Put) (4) Traders and Commission 

Agents, (S) BelatiTea, and (6) Others. Thia clasaitlcatlon 

ia baaed on the crJ.terJ.on ot the maln occupation ot the 

mone.rlendera. For example, mone7lendera whose maJor aouroe 

ot lncom.e ia agriculture are termed a a '.AW.' whereas those 

mon87lenders tor whom moneJlendlng forms the main source or 

income are class! tied under the head tp:a,•. Tbe catego17 

'Traders and Commission Agents•, as the nama implies, 

includes mone.ylendera whose main occupation ia trading. 

'l'he categ(,r;y •Landlords' includes all loana trom 

landlords to the tenants while all interest-tree loans trom 

either ot the non-institutional agencies are clubbed under 
1Relat1Tea•. The last claaa, termed •Others•, la a residual 

claaa and comprises all borrowings tor whlch the credit 

agenc7 is not apecltled b7 the respondents. 

Out or the non-lnatitutionaJ credit agencies mentioned 

aboYe, landlords and AML can be unembiguoual7 cleaaitied aa 



'l'~bl8 3. 24: Net Change in Borrowings ot ~ Rural Cultivator Households,·. 
All-India : Data Souroea and Prooeduraa. 

___________ .. _,.. .. 
Credit Ageno7 and Table 
Number containing the 
estimates 

Borrowings " RepaJ1Dent a 

- - - - - ---- - - ----- . --- - - - - - --- - -- - - - - --- -- - - ------
Instltutlon~~tl 

1. Co-operative credit 
Societies 
('l'eble 3.2S) 

2. Government 
('!'able 3.25) 

3. Com:neroial Banta 
(Table 3.2S) 

Non-ln8tltutlonsl 
(Table ). 2S) 

·s. Cultivator ~ner
lendera 

6. Non-Cultivator 
l~nerlenders 

Loans adYanoed b7 Primary Agricultural 
Credit.Sooieties (PACS) end Primar.r 
Land Developmnt Banks (PLDB) during 
the reference ~ears published in Sta
tistical Statements Relating to Co
operative l:ovement in India are taken 
as borrowings or rural cultivators 
trom these agencies 

Credit J'lowa trom Government to agr1- ) 
culture i.e. borrowings ~7 the oulti- ) 
Tators trom GoTernment are obtained ) 
trom RBI• s Re~pnots on earreno7 and ) 
J'inanoe ) 

Borrowings or rural oultl Tatora from 
commercial banks haTe been 4er1ved 
trom the EBI•a AIBDIS, 1961-62 and 
AlDIS, 1971-12 I 

•) 
) 

'l'be RBI auners proride lntormation onl 
borrowing• b;r the cultivator houae- ) 
holds from monerlendera, relatives, ) 
traders and oommiaaion agents, We ) 
have segregated theae esti=ates into ) 
two parts, viz., CUltivator ~ne:rlen- ) 
dera and Non-cultivator ~nerlendera. ) 
fte atho4 ls explained ln Section ) 
).).1.1. ) 

Loans reoovered b7 PACS end 
PLOD during the reterenoe 
7ears provided ln Statistical 
Statements Relating to Co-ope
rative r4ve~ent ln India are 
taken aa reparcenta b7 rural 
oultlyatora to these egenoies. 

'l"he BBI aurver reports proTide 
estlmatea or total reparments 
b7 rural cultivator households 
ln the reterenoe 7ears. How
ever, the credit agency-wise 
break-up la not available. An 
attempt ia 1 therefore, ~de to 
prepare auoh esti~tea. 'l'he 
method uaed ia explained ln 
Seotlon 3.3.1.2. 

~-----------~-----------------------------------
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oultiYator mone7lendera. So tar aa traders and oommlaaion 

agents are oonoerned, almost ell the loans from theca are 

assumed to originate trom urban areaa ainoe the place of 

business ot moat ot the traders is located in urban areaa. 

!be remaining credit agencies, i.e., PUL ~nd rolatlves ma7 

belong to either olaas ot rural households, i.e. oultiYatore 

or non-cultivators. Some ot the PJ.tL may eyen be trom the 

urban areas. llowe1·er1 the information on the place or 
. . 

buslnesa or monqleMera and the class to Which the moner

lendera belong (1.e. cultiYator or non-cultivator) la not 

available rrom the BBl aurTera. The onl7 data (unpubllahed) 

that are available are on the oaah loans advanced b7 oulti

Yator and non-cultiYator households to oultlvatora and non

oultiYatora (at all-Xndia level) tor the two reference reara. 

The loan tranaaotions or cultivator and non-cultivator PUL 

and relatiYcs (LNC) are separated, using these unpublished 

data in the tollowlng 118DDer. 

(1) LNc1 • ·lt X Pi, 

where, L1 represent loans advanced b7 AML, PUL1 

Landlords end relfttivea in the itb :rear and P1 1s 

the ratio ot loena b7 non-oult1yators advanced to 

cultivators to total loans advanced to cultivators, 

(l.e., cultivators and non-oult1vatora taken 

together in 1th 7ear). 

(2) Loans by cultivator PML and relatives are then 

obtained as the 41tterence between total loans 
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advanced bJ PUL and relatives and LNC (in the 

respective 7eara). 

3~3·'• 2 Prpgrdure tor E:,tin,ting Credit 
Acenor-wi=' Repcxc~nt= 

(1) For obtaining credit egencJ-wiae break-up ot total 

repsJmenta of cultivator households (B), the amount 

repaid to co-operative credit societies (R0 ) ln 

each Jeer are tlrat obtolned 1n the following 

manner. 

••• (3.9) 

where 00 end Bo stand tor the surTeJ estimates 

ot out standings to · oo-operatl Te oredl t socletlea . . 

et the beginning ot the reference Jeer and amount 

borrowed during the reference Jeer trom these 

agencies l:'e!!lpectiTelJ, S0 is t~e ratio ot loans 

recovered to the sum ot loans outstendlng at the 

beginning of the reterenoe Je&ra, l.e. 1961-62 end 

1971-72~ and loans advanced during these rears by PACS 

worked out trc~ Stat1at1cal Statements Relating to 

Co~operative MOvement in India. 

(2) Repayments to remaining oredit egenoles (Ra) are 

then estl~ted as follows 

••• (3.10) 

(3) Credit aeenc7-w1ae reparments are then obtained as 

RJ .• Ra x (Oj + Bj) 
( 0 + B ) ••• (3.11) 

where RJ represents repayments to jth credit agency, 
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OJ is outstanding• at the beginning ot the 

reterenoe 7ear to Jth oredi t egeno7 while BJ 

stand tor borrowings during the reterenoe 7esr 

trom Jtb credit ageno7. 0 + B la the sum ot 

outstanding to end borrowings trom ell other 

credit agencies except oo-operatlTe oredlt 

aooleties. 

).).2 7rPotlle Group-w1ee Borrow1ng8 nr nurel 
Cultivator Households trom Instltutlon8 

. And Non- n!!tl tytlon,.l Agenolen: 

The RBI surve1a proTide data on oredit ageno7-wiae 

borrowings ot cultivator household• ln dltterent aaaet-aize 

olasse's. Lorenz 'o.urvea are t1tted to the asset croup-nee 

distribution ot loans trom 1nstltut1cnal and non-1nstltu

t1onal agencies. ~raotlle distributions are obtained b7 

reading the Tnluea from theaa ourYes, (see Table )A.17). 

These traotile distrlbutiona'are uaed to apportion the 

All-India figures ot lnstltutlonal and non-1nstltut1onal 

borrowings in' order to estimate borrowing• ot different 

traotile groups h'oa those egenolea. The caatiates ere 

presented 1n Tables ).40 end ).41. 

).).) Net chAnge 1n ~rrowlngs: Stftte-wlse: 

The State-leYel estimates ot net ohenge in debt 

trom oo-operatl Ye oredl t egenoles and borrowings from all 

other credit agenoiea are derived using tho same data 

aouroea end procedures as those adopted tor obtaining the 

all-India estimates (see Table ).24 and Saation ).2.1.1). 
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Teble 3.25: Net Borrowings from CrAdit Agencies trom 10utsife' end 1 i1thin 1 

the Sector by Cultivator Households: All-India, 1961-62 end 1971·72. 

(Rs, ororee) -- - -- -----------Credit Agency 
Borrow
ings 

1961-62 
R~coverhs 
trom cul
tivetors 

' 
Net ohenge ' Borrow-

197t-t2 
Recover ea Ntt ohenge 
trom oul• in borrow-in borrow- 1 1nga 

ings tivetora 1nga 

(A) Outside Sector 

I. Insti tutionel 

1 • Government 45.00 22.07 22.9) 93.00 )9.6) 5).17 

2. Cooperative 
benks 240.89_ 200.58 40.)1 71.).90 525.59 188.)1 

3. Commercial 
benks 6. 51 '· az. 4-.67 25.08 14. 94. 10.14----- ------ ------ ------ ----1+2+3 292.40 224.49 67.91 8)1. 98 580.)6 251.62 

- - - - - - -------- -------------------
II, NQn-institution~l 

4. Traders 125.35 4.1.70 83.65 191. 25 66.7) 124.. 52 

s. Non-cultivator 
Professional 
Moneylenders 

65,60 61.15 16).69 end Relatives 12),03 57.43 224..84-- - -- - --- - - ---------------- -----4 + 5 248.38 107.)0 141.08 4.16.09 127.86 288.21 - - - - - - - - - - - ------ -- -----. --------I + II 540.78 ))1.79 208.99 124.8.07 708.24 5)9.8) 
- ---- - - ---------- - - - -------------

(B) Within Seotor 

6, LAndlords 9. 11 4.08 5.0.) 77.10 4.9 • .)9 27.71 

7. Agri oul t ur el 
Moneylenders 400.71 188.93 211,78 251.82 145.17 106.65 

a. Cultivator . 
Protessionel 
Mon9ylenders 
snd R~!!leti ves 170.59 36.47 134.12 124.48 112.7 5 11.74 - --- - -- -- -----------6 + 7 + 8 580.41 229.48 350.93 453.40 307.)0 146.10 - - --- ------ ------ ----- -- ------- --A+ B 1121,19 561.27 559.92 1701.47 1015.51t 685.93 ------ ----.. -----

--- -- -- - - -- -- ---- - - ---- - - - - --- ---
~.:Loans trom 'others• aremerged into ell other credit agencies pro-rate, 

8ources: 1) RBI, AIRDIS: 1961-62, RBI Bulletin, Vol. 19, (September 1965). 

2) RBI, AIDIS: 1971-72 1 1978. 

3) RBI, Stetistioel Statements Relating tQ Qo-Qperative Moyement in India · 
1961-62 end 1971-72. 
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. 7or the 7ear 1961-62, estimate• of credit asenCJ•wiae 

re_pa7M&nts are computed using the prooedure explained in 

Section 3.2.1.2 above. However, when a similar method la 

adopted tor computing repaJmenta to different oredit 

agencies, the estimated repaJmenta to co-operatives (Ro) 

exceeded the surTG7 estimate or total repaJmenta (B) ln 

three states, Yiz., OuJarat, Uaharashtra and PunJab. This 

1n41oatea that reparments to rest ot the credit agencies 

must have been negative! Because ot these unacceptable 

results, we have to discard this method tor eatimatlng 

repapenta tor 1971-72. Nevertheless, reparmenta to tradera 

and non-cultivator mone7lendera have been estimated tor t~e 

purpose ot obtaining aadng ot cultivator households ln the 

following manner. Repapenta to traders are estimated ua1ng 

a method similar to the one adopted tor all-India whloh la 

explained in aub-aectlon 3.3~2.2. In the case ot non

cultivator mone7lendera, the ratio ot repar-enta received 

to the loans advanced b7 the non-cultivator households 

observed at the all-Indla level ls assumed to hold good tor 

all the States ln order to derive net change ln debt trom 

these moneJlendera. 

).It USES OJ'. J'D'NDS 

Uses of funds are estimated here under the following 

heads, vlz., non-t1nanclel uaea on current and capital 

accounts and financial uses. In the following table, -. 

present 1tema ot uaes ot tunda that era estimated. 
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. ~Able 3,,6: Uaes-ot~Funda ot tba Rural Cultivator 
HOusehold Seotor 

----~~-----------------------
I Non-71nAno1Al Uses (A+B) 

A) Current 

1) C\lrrent oonS~mpt1on 
14 

B) C'lpltt~tl 

1) Investment 1n agri~lture (ta~ bua1neaa)1S 

1i) Investment ln non-term bua1neaa 

111) Investment in rea14entlal oonatruotion 

1T) Investment ln durable household aaaeta 

II 7lnenolel Uses (A+B) 

A) FormAl 

1) Curreno7 

r 
.. 

11) Shares or and Deposita with Co-operative banka 

111.). Depoai ta 111 th Commercial banks 

iv) Small SaYings 

v) Insurance Premia 

v1) Prondent Fund Contrlbutlana 

B) Infomt~tl 

Direct lendlnga 

III !btal uaea (I + II) 

-~--------~~-------~~---~-----
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We now elaborate data sources end method adopted 

tor eatlmtlng each ot the 1 tems ot non-tlnanciel uaea on 

capital account end financial uses. As mentioned in tbe 

preceding chapter, current consumption la estimated aa a 

residual. 

). S NON-7IrlANCIAL U~ES 

!his section deals with tbe dlacusalon ot data 

sources end adJustments in data made while derl Ying tbe 

estimates ot cU.tterent tJPe& ot ph7alcal inyeatmenta b7 

rural cultiYatora at all India end State leYela, and tor 

tractlle groups. 

3.5.1 InYestment ln 78m B..ud.nesa, tlnn-tfllrm Bu&lneaa, 
ReaidentifiJl CnnfltruatltJn Pmd IA~rnble Utlu~ehold 
Assets: All-lndl~. Fr~atile Groups end Stfttes 

!he 1ntormat1on collected b7 the ~ aurYera, JIRDIS, 

1961-62 and AlDIS, 1971-72, proYide the basic source ot 

data tor obtaining inYestment in the aboYe items. These 

reports proYide detailed lntormatlon on gross 1.e. 1ncluaiYe 

ot cash end kind expendl ture and 1mput eel Talue ot tamll7 

labour end cash capital expenditures on these lte:a at all

India, State and asset group leyel. In the present atud7, 

estimates ot lnTeatmenta ln ditterent act1Ylties b7 the 

rural oult1Yator households are deriYed b7 making the 

following adJustment a ln the sune7 estimates. 

llrstl7, since the aurYe7 estimates ot capital 

expendl turea are lncluaiYe ot expendl ture on repairs and 

replacements, a part ot Wblch ere ot current nature, lt la 
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neoessar.r to au~act current expenditure on repairs trom 

the eatimsted capital expenditure in term bua1neaa. 

This adJustment is done using the unpublished aurYeJ 

data on gross expenditure on repairs on individual items 

ot term business. Accepting the proportion adopted b7 the 

cso (see cso, April 1980, p.100), one third ot tbe 

expenditure on repairs and replacements has been treated 

as current expenditure. The caab component ot this estimate 

is worked out b7 applying tbe proportion between gross and 

cash capital expenditures reTealed b7 ths ~ 2urTeJ•· It 

needs to be mentioned here that such information is 

avail8ble onl7 at all-India level; hence, lt was not 

possible to make similar adJustments ln tbe oaae ot the 

estimates or tarm bualness investments tor the States and 

rraotile groups. 

Seoondl7, aa purchases end sales ot various aaaeta 

by indiTidual units cancel out while aggregating tor the 

seotor, sales or land, liTestook end other ta~ assets, 

residential houses and durable household assets are deducted 

rrom estimAtes ot capital expenditures. The releTant data 

are taken trom the unpublished 1ntormation trom the RBI 

surve7a. Thla adJustment could not be made at the traotile 

group leTel due to non-aTailabillt7 or data. 

The all-India estlmatea are presented ln Table ).27 

whlle State-wise and traotile group-wise estimates ere 

given in Tables ).42, 3.43, ).46 and ).47. 
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Teble 3.27: Gross and Cash Capital lrpenditure in Farm Business, 
Non-Farm Business, Residential Construction end Durable 
Household Assets by Rural Cultivator Households: All India, 
1961-62 end 1971-72. 

(Ra. crores) - - --- - -- -- - -- --- ---- - - ------ - ------ -------- --
Type or Years PyrQhese Qt Assets Cyrrent Ex~end!- Sele ot C~~itel ~~n~i- Cash lx-
Assets Gross Cash ture Qn re~alt! Aseeta t e bx rural pend1tu-

!U&ltintQU Gross Cash re •• e 
Grose Cub propor-

t1on ot 
Groaa Ex-

( 1 ) (2) (.)) (4) (5) (6) (7) (8) (9) 
penditure 

( 10) -------- - -- - ----- ----------------- - --------- --
Farm Business 1961-62 702.10 626.00 44.99 40.11 254.61 402.50 ))1.28 0.82 

(58.30) 

1971-72 1164.91 1038.96 69.28 61.95 376.53 717.10 596.48 
(51. 09) 

0.8) 

Non-Farm 1961-62 32.48 31.40 4.00 28.48 27.40 0.96 
Business (4.82) 

1971-72 95.02 90.62 8.30 86.72 62.)2 
(7.03) 

0.95 

Residential 1961-62 242.17 190.60 5.09 237.08 165.51 0.78 
Plots end ()2.64) 
Construction 

1971-72 437.17 36),18 7.03 430.14 356.15 
(30.40) 

0.83 

Durable House- 1961-62 40.81 40.70 1b.60 24.21 24.10 0.99 
hold Assets (4.24) 

1971-72 1)5.09 1)4.95 0.4) 134.66 134.52 
(11. 48) 

0.99 

Total 1961-62 1017.56 888.70 44.99 40.11 280.30 692.27 568,2f o.s2 
( 100.00 

1971-72 18)2. 19 1627.71 69.28 61.95 394.29 1366.62 1171.47 o.66 
( 100. 00) 

-- -- ---------- - - ---- - - --- -------------------. 
N,B,: Figures in per9ntheses in Col. (9) represent percentages to total 

capital expenditure • 

. sguroes: 1) RBI, AIRDIS: 1961-62, RBI Bulletin, Vol, 19 (June 1965) and 
(Unpublished deta), 

2) RBI, AlDIS: 1971-72 1 1977. 

1.0 
N 
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As indicated ln Table ).26, t.lnanciel uses of tunda 

ot rural cult1Tatora comprise ecqu1ait1on of formal 

financial essetsend direct lendlnga. In thia section, 

sources ot data end procedures tor obtaining estimates of 

financial uaea ot 1\lnda at all-India and State leTela and 

tractile group ere discussed. 

).6.1 Oross SeYing in Form~l PinAnoiRl A~seta: 
All-Indtft 

An attempt is made here to estimate the financial 

saving or rural cultiTator households in the tora ot 

ourrenc7 holdings, insurance premia, prorldent tund, small 

savings, deposits ln commercial banks and shares ot and 

deposita ln oo-operatlTe banks using the information trom 

the household.surYe78 and ott1oial sources 11ka the annual 

reports ot the Llte Insurenoo Corporation, RBI• il reports 

on Curreno7 end Finance, Basio.Statistloftl Returns ~nd 

Statistical statements Relating to Co-operatiTe MoTement 

ln India. In the case or eaoh oategor.r, dltterent set or 

assumptions are emplo7ed ln the prooeas ot estimation. 

We now elaborate the method or estimating each ot these 

items. 

(i) Qh~nge in gurrenox holdings 

The All-India Burel Household S~Tlng SurTe,. ( AIRJlSS) 

conducted by the National Counoll ot Applied %oonom1o 

Research (NOAER) tor the 7eer 1961-62 proTldes tho onl7 
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basis ror deriving estimates or change in currencr holdings 

ot the rural cultivator households. According to thla 

surve7 report, rural households ore expected to hold roughlJ 

one thlrd or the ·total currencr holdings or the entire 

household sector (NCAEB, 1965, p.84). Doubts could be 

raised about the basis ot this observation end credibilit7 

or this esti~te. HOwever, in the absence ot any better 
' 

source, we have used this esticated proportion (i.e. one 

third) in order to derive tho estimates or change in 

' currency holdings or raral households (end cultivator 

households therorroa) tor both the 7eara l.e. 1961-62 end 

1971-72. The estimate• or currency holdlngs or the entire 

household sector have been taken rrom the RBI• a reports on 

Currencr and Finonce. The estlC8ted changes in currenor 

holdings or rural households were Rs. 33.13 crorea end 

Rs. 1)4.67 crorea respeotiTel7 tor these two 7ears. About 

61 per cent and 77.per cent respectivelY' or these estimates 

are attributed to the cultivator households. These are the 

proportions or cultivator households' commercial bank 

deposita in total oo~erc1al bank deposita held b7 the rural 

households as observed rroa the RBI• a AIRDIS, 61-62 and 

AlDIS, 71-72. Currenc7 holdings or the rural cultivator 

households thus amount to Bs. 20.2) crorea end 10).69 ororea. 

(11) Lifo Insur~noe Pr~~ium~ 

Estittstes or life insurance premiums paid b7 rural 

households ln the 7eera 1961-62 end 1971-72 are derived on 
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the basis ot segregate household saYings in lite insurance 

prem1uma (ea aTalloble from the RBI• s Reports on Carrenc7 

end Finance) end tho rural-urban break-up of the new 

business (sum assured) aa reported in tho annual reports 

ot the lJ.fe Ins\U'ence Corporation (LIC) ot India. The 

rural-urban proportion observed between the new bualneaa 

is assumed to hold good ln the case of premiums aa well. 

So we have deriTed the estimates ot the Insurance premium 

paid by rural households b7 decomposing the aggregate 

estimates of the saYings of the hous8holds ln insurance 

premium into rural end urben ln the same proportion es new 

buslnesa completed in these areas ln the reapectlye 7eara 

(see Tabla ).)0). It is pertinent to note that the eatlnate 

ot the rural households' BftY1ng ln the torm of Insurance 

premium tor the Jeer 1961-62 :trom an independent aouroe (i.e. 

All India Rural Household SaYing Sanq (AIRIISS) oonduoted 

b7 NOA!R) laRa. 21.56 ororea which la quite close to our 

estimate (see Table ).2S). 

~inally, these estimates of insurance premiums paid 

by the rural households are apportioned between cultivator 

end non-cultiYator households ln proportion to their 

respective share ln the Insurance premia paid by all the 

rural households. These shares are worked out from the 

unpublished data trom JIRDIS (1961-62) end AlDIS (1971-72). 

(111) Provident 1\tnd Contr1bqtions 

Eatlmstes or proYldent fUnd contributions tor the 



. Tebl8 1.2a: Insuranoe Premia (Gross) pa14 b7 Rural 
CUlt1Tator Douaebolda, 1961-62 and 
1971-72 

(Rs, orores) 
- - - - - - - - ·- - ~ - - - - - - -- - - ~ - - - -- - ~ -Tear Proportion ot In~ur~nqe PreM1~ p81d by 

new bualneas All House- Uural Rural CU1-
1n rural areas holds Households tlTator 
(sum assured) IIouseholda 

--~~~~------------------------
1961-62 

1971-72 

0.)0 

0.2S 

72.9 

2S1.2 

21.67 

62.60 

14.6S 
37.68 . 

--~------~--------------------
§ourg~s: (1) Lite Insuranoe Corporation ot In41a, 

. .Annu8l Report, 1961 end 1972. 

(2) RBI, Report on Currenqr end F1nnnqe 1 
1964-6S and 1974-?S. 

(3) RBI, AIRDIS ~ 1961-62 Rnd AIDID : 1971~ 
(Unpubllahed data). 
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. 7eer 1961-62 are available in AIIUISS, 1961-62 oonduoted b7 

the NCAER ~ile RBI' a AlDIS, 1971-72 provide the tlgurea ot 

provident tund contrllnttion to11 the 7ear 1971-72. '!'he AlDIS 

1971-72 provldes separate estimates ot the provident fund 

oontrlbutions tor the two olaaaea ot rural households 1.e. 

oult1vetors end non-oultlTatora. In the present atud7, we 

have adopted the est1~te ot provident tunc! oontr1but1ona ot 

the cultivator households s1 ven b7 the RBI auner tor the rear 

1971-72. For the 7esr 1961-62, tha NCAXR estimate or provident 

fund contrlbutlona b7 rural houaeholds la eplit into oult1Tator 

and non-cultivator households using the ahara ot tha cultivator 

· ·housebolcts ln the total provident tun4 contributions as obsaned 

ln 1971-72 ln tho RBI surver. ~· estimates ere presented ln 

tha tabla given below. 

'l'8ble J, 29: Provldent J'und Contributions ot Rural CultlTator 
Householcts, 1961-62 and 1971-72 

(Rs. ororea) 
------~----~~-~-~--------~-----Tear · Pro.tdent lUnd Contributions 

Bural Households Rural CUltivator Households 
---~---~--~~-~-------~~--------
1961-62 

1971-72 

~- .. ---
16.0) 7.56 
45.44 21.~2 

--~~---------~-~~--------
Sources: (1) NCAER, All Ind18 Rurel Houeehold ~~ling 

Suner: 1261-6~ 

(2) RBI, Aints: 1971-7z (Unpublished data) 

(1Y) Sm8ll S~vlngs 

This oateQ:)Z"J' oomprlaes post ottioe depoai ta and 

other small aaTinga like National Plan SaYing Certit1oatea, 

Government Seouritles eto. 



The am suners, i.e. AIBDIS, 1961-62 and AlDIS, 

1971-72, proTide data on outstanding postal deposita held 

b7 rural cultiTator households at the end or December 1961 

and end or June 1971. In order to der1Te the ohange in the 

post ottice deposits held b7 these households during the 

agricultural years 1961-62 and 1971-72, the outstanding 

post ott1ce ~eposits at the end ot June 1961 and 1962 end 

1972 are obtained following the procedure outlined here, 

The proportion ot the suner estimates ot oultiTator 

household~' outstanding. postal deposita to total postal 

deposits are ~orked out. Tb oaloulate this proportion, 

tor each 7ear, data on total postal deposita are taken from 

the BBI1 a Reports on Currency and P1nance. Sinoe these 

estimates refer to the out standings. at the end ot Maroh, 

these are ~dJusted to December 1961, and June 1971 assuming 

uniform growth ot outstanding& oyer each year. These 

proportions are then applied to the total outstanding postal 

deposits (pUblished in the ~'a Report on Currenor and 

•inanoe) atter adJusting the. figures to end or June 1961, 

June 1962 and June 1972. The difference between the 

outstendings at June end 1962 and 1961 and 1972 and 1971 

g1ye the tJ.ows during the year. 'l'he estimates v.ork out to 

Bs. 2.43 orores and 14.61 orores, respectiTel71 tor the 

years 1961-62 end 1971-72. 

The procedure adopted tor estimating other small 

saYings-is aa follows. The ratios ot the tinanoial assets 



held b7 the oultiYator households in the torm or National 

Plan SaTing Cert1t1oates, GoTernment Securities, Annuit7 

Deposits to the post ortloe deposits ere oaloulated tor 

the end-December 1961 end end-luna 1971. These ratios are 

assumed to hold good at the end ot June 1S61 1 1962 and 1972 

- as well. The saying ln the torm or other small saYings 

during the years are then der1Yed aa the 41tterenoe between 

the outstendlngs. 'l'he emounts are ns. 1.17 orores end 

Rs. 3.55 ororas respeotiYel7 in the year 1961-62 and 1971-72. 

(T) Depos1t8 in Com!'terolel D,_nks 

The estimates ot ohenge in deposita with oommeroial 

banks ot the rural households tor the ,-ears 1961-62 and 

1971-72 haTe been obtained as tollon. 

The Daaio Statistical Returns (BSR) published b7 the 

RBI proYide data on outstanding deposits in the rural branohea 

ot commercial benks tor the 7eer 1973 end atterwerda on 

regular beals. 16 ';or the earlier 7eers l.e. trom 1961 to 

19721 a'aerles ot outstanding rural deposita la £enerated 

using the aYerage.annuel compound growth rate or 12 per oent. 

This growth rate ls calculated trom the estimates ot 

outstending.deposlts ot the rural households .,d,.th oommerolal 

banks at the end Deoe:ber 1961 and end June 1971 aa obtained 

trom the BBI 1 s ,t.IRDIS, 1961-62 and AI DIS, 1971-72. Changes 

ln the deposita ln rural branohea ot oommerolal banks tor 

the 7eara 1961-62 and 1971-72 are then der1Yed b7 su~~aoting 

the outstendlngs at the end ot 1961 and 1971 trom the 
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· outstanding at the end ot 1962 end 1972 reapeotlYel7. 

'l'he entire deposits are attributed to the rural 

households in the absenoe ot into~tion on oooupational 

olassitloation ot the deposits in rural branohea ot 

commercial banks. Out ot these, the cultiYator households' 

holdings are assumed to be 61 per oent end 77 per cent in 

1961-62 and 1971-721 reapeotiYel7. These are the 

proportions obserTed in the RBI surYe.J data. Table ).30 

contains the estimatea. 

Teble 3.3q: Change in Rural ClltiTetor Household• 
· . Deposita 'Wlth Commercial Banks, 

1961-62 and 1971-72 
(Bs. crores) 

------------------------------Year Rural Households Cult1Yator Households 

-~-----~~-~-----~~------------
1961-62 

1971-72 

22.9/t 

69.99 

1).99 

S3.S9 - ... ~----~-.__ .. __ ... __ .. ____________ _ 
Sourpea: (1). RBI, ~Rio StAt1st1oAl Returns 

(2) RBI, •Flnenolal Assets ot Rural Households' 
Steft Ooo8e1onAl Pep~rs, Vol. 21 No. 1 
(June 1977). 

(Yi) Sh8res of end depoe1ts with go-operAtiyas 

InYestment ot rural households in shares and thelr 

deposita with oo-operatiTe credit societies haYe been 

estimated using the data trom RBI•s Statistical Tables 

Relating to the Co-operatiTe l~oYement in India. The annual 

1saues ot this publication oonta1n information on Yar.loua 
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aspects suoh as outatandlngs,paid-up capital end deposita 

held b;r lndi Yiduals ln Primary A6r1oultural Credit 

Societies (PACS), Central Co-operative Danks (CCBs), 

Prima%7 and Central Land De"felopment Banks (PCLDB, CLDB). 

Out or these, the paid-up capital and deposita or the 

1nd1 T1duals in PACS, PLDBs, CLDBs are taken to represent 

the holdings or the rural culti"fator households. Since 

branohea or COBs are located in urben as well as rural 

areas, it would be inappropriate to attribute all holdinss 

ot shares end deposita by indi"fiduala to rural households. 

In tact, the Report ot the Benldng Commission (Oo"fernment 

ot India, 1972) indicates that nearl7 42 per cent ot the 

ott.lces ot CCBs were in areas with population greater than 

101 000 at the end or 1969. In the absence ot population 

~roup-wise ~i.e. rural-urban) oloas1ticatlon ot the depoalta, 

we haTe assumed that 60 per cent ot shares and depoalta held 

b7 indi"fiduala in CCBa are held by the rural households. 

The estimates are presented below. 

Teble 1.11: Shares end Deposita ot Rural· Cultivator 
Households in Co-operative Bsnka, 1961-62 
and 1971-72 

(Rs. arorea) -
---~--~----~~-------~-~~-----~----Year PACS 

A-B 
PLDB 

A-B 
CL'DB 

A-D 
CCB "l'otal 

A- B 
.. - - - - ~ ... - - _. - - .. .- - - - - - .... -- - - .. - ----- --
1961-62 J.os 9.76 o.20 o.s6 0.56 o.o2 3.76 -o.o6 16.1? 

1971-72 5.47 15.04 0.2) 6.21 ).9) 2.70 21.4) -0.0) 54.96 

---~~---~-----------------~-------
N,B.: ~and B atend tor Depos1ts and Sbsrss respeotlvelr. 
~uroe: RBI, Stnttstldol Stetem,nta Relntlng to C~-op~r~tlye 

Z~ycrnect 1n lndtn, 1961-02 end 1971•72. 
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Gross S~Ylng in rorm~l l1n~nol~l Assets, 
Fr~otile Oroup-wiee 

Tbe traotile group-wise eatimntea ot t1nenoial 

saving ot the rural cultivator household• tor the 7eara 

1961-62 and 1971-72 are derived b7 apportioning the all-

India estimate (obtained trom the unpublished BBl aurYe7 

data) into traotile groups in proportion to the share ot 

eaoh traotile group in total gross saTing. The estimates 

era presented in Table ).42 and ).4). 

).6.1.2 GrosR SRylng ln Fo~l Fln~nolftl ~eeAtsz 
Stt~Jte-wlee 

The atate-wlae estlaatea ot saving ot rural 

cultivator households in aharea end deposita in oo-operatiYe 

credit aoo1etiea and banks ere obtained using the aame data 

souroea ea used tor all-India estimates, l.e. ~·• 

Statistical Statements relating to Co-operative Ubvement 

in India. 

Saving in other formal t1nano1al instruments tor 

1961-62 end 1971-72 are estimated eaaentiall7 by apportioning 

the relevant all-India estimates to the states aooordins to 

their share ln the tlnanolal assets on June )01 1962 end 

June 301 1971, respeotivel7. For ourreno7 holdings the 

State-wise distributions ot commercial bank deposita haYe 

been used. The estimates are given ln Tables ).)2 and ).)). 

· ).6.2 S8Tln s 1 In ormRl Fln~n 1el Aesete 1 e 1 eot 
l.endlWfg: All-lndi~~t, :P'r,..ot le Group-wlPttt Plnd 
st,..te at 

All-In!!ls 

!be method used tor estimating direot len41ngs by 
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Teble 3. 32: State-wise· Estimates or Gross Saving in P'orrnal P'inenohl Assets 
(Average per Household), 1961-62. 

(Ra.) 
- - - - - - - - - - - -- - - - - ------ - - --- ------ ----- -------State ChAnge in Lite Provident 

Currenoy Insurenoe Funds 
Hold! ngs Premia 

• Andbre Pradesh 5.05 

Assam 0.73 

Biber 1.99 

Gujeret 18.64 

Jammu end 1.15 
Kashmir 

Kern~teke 15.78 

Karels 10.27 

Madhya Pradesh 

Maherashtra 1.16 

Orissa 

Punjab 12.73 

Reje sthan 1. 26 

TAmil Nedu 12.93 

Utter Pradesh 3.83 

West Bengel 2.32 

Sources: 1) Table 3.35. 

----------------
1. 71 

21.93 

4.60 

6.86 

0.38 

3.32 

4.57 

0.41 

2.10 

0.71 

6.46 

Smell Co-operative Commeroial To tel 
Sevinga Shares !nd Benka 

Deposits 

----------- ----- ---- - -
O,OS 

0.41 

0.41 

0.87 

0.9) 

0.10 

0.59 

0.42 

0.2) 

1.)0 

0.05 

0.10 

0.77 

2.15 

1,81 

0.1) 

0.54 

7.64 

0.29 

4.47 

).4) 

1.86 

7.89 

0.19 

17.21 

11. 21 

1,43 

1. 95 

0.57 

.3. 51 

o.so 
1,)8 

12.91 

o.so 

10.9) 

7.11 

o.so 

8.81 

0.87 

8.94 

2,26 

1,60 

12,1) 

2).71 

8.92 

46.92 

3.SS 

)4.60 

25.97 

).29 

12,37 

1,1) 

46. 51 

14.57 

24.97 

11,)1 

14.46 

- -------- -- ----------
2) RBI, "Finanoiel Assets of Rural Households", Sterr Oooesional Papers, 

Vol. 2 - No, 1 (June 1977). 

... 
0 
~ 
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Table J1 JJ: State-wise Esti~tes ot Gross Saving in Formel linanoiel Assets 
(Avereg~ per Household), 1971-72. 

(Ra,) ------ - - ---- ---- - ----- ~ --------------------- - - -State ChsngA in Lite Insu- Provident Small Co-o.,eret1 ve Comrnerohl To tel 
Currency renoe Pre- Funds Savings Sht~rea en:l Bank 
Holdings mie Deposits Depl)eits 

- - --- ------ -------------------- --------
Andhre 22.)9 5.46 0.69 0.27 4.65 11.6) 45.09 
Pradesh 

Assam 6.56 9.2) 16.76 4.11 1. 2S ).)5 41.29 

Bihar 26.15 5.17 4.SS 2.19 0.41 1).59 52.)9 

Gujeret 1S.46 15,19 2.69 1, 35 )7.05 9.61 64.)5 

Heryane 21. 2) 4.59 1. )1 0.4) 54.76 11.02 9).)4 

Jammu end 
Kashmir 9.S9 ).16 6,)6 5.17 -3.)0 4.96 26.26 ... 

0 

Kernehke 12,66 22.24 1,22 0.28 14.05 6.59 57.04 
,f:o 

Kerele 94.99 22.48 1),)4 2. 20 17.89 49.)6 200.26 

'V.edhye 
0.67 6.54 Pradesh . 2.99 1. 55 2.10 1. 53 15.38 

Mehereshtre 6.56 ).45 1. 74 2,)7 17.06 ).40 34.58 

Orissa 1,10 1,)2 1,65 ).25 2.61 0 • .56 10.49 

Punjab 120.24 6,16 ),01 17.13 117.46 62.35 )28.)5 

Re j a.sth en 16.40 7.82 0.74 0.10 7.12 8.54 40.72 
Tamil Nedu 16,00 7.25 2,76 1.14 15.39 8.)0 50.84 
Utter 10,)0 ).40 2. 41 5.10 6.04 5.34 32.59 
Pradesh 

West Bengel 24.10 8.o2 11.04 14.08 3.14 12.52 72.90 

------- --- - -. ------ - ----- ----- ~ - --- ------
SoY!:oes: 1 ) Table ), )5. 

2) RBI, "Finenoiel Assets ot Rural 
Vol, 2- No. 1 (June 1977). 

Households", Sterr Oooesionel Papers, 
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cult1Yatora (1.e. AKL, Landlords end PUL and relat1Tea 

b8l.ongl.ng to cultlYator households) to cult1Tatora 1a 

outlined above, in Sab-seotion ).).1. The same method la 

used tor derlYlng estimates or 4lreot landings b7 these 

agencies to non-cultivators. The estimates are giTen ln 

Table ).)4. A consolidated ploture or the oultlvatora• 

saTing ln formal and 1ntormal tlnanoial aaaeta tor the 

benoh-~rk 7eera are presented ln !able ).)S. 

Freotlle Groups 

Fraotlla group-wise esti~tea ot net lendinga to 

cultiyetora end non-oultiTetors ere computed uaing the 

proportion ot each traotile L~Up in total lendlngs ot the 

cultivator households (see Tables 3.42, 3.43). Theae 

proportions ere obtelned trom the Lorenz our...es t1tte4 to 

aaset group-wise lendlngs ot the cultivator households taken 

trom the RDl Surve7a (unpublished data). tbo traotile 

41atr.lbut1ona era presented ln Table )A.1B. 

State-wise data on amount lent b7 ~ end landlords 

to non-cultivators are aTailable 1n the RBI aurve,y reports. 

The direct lendlnga to non-oultlTatora by PML and relatlYea 

(cultiYatora) are estimated b7 applying the proportion ot 

landings or the cultivator bouaebolds to total landings. 

'rheas proportions are worked out trom the unpublished data 

ti'Om the RBI aurTe7s. The estimates are turnlahed in Tables 

).)7 and ).)S. 



Tnble 11 14: Net Lending by CUltivators to Non-Cult1vatora: All India, 
1961-62 end 1971-72. . 

(Rs. ororea) 
- ---~ ~ - --- - ---- -------~ --- --- -- - -- - -----~ - ---credit · 1961-62 • 1971-72 

Asenor AdYanoea Reooverlea Net Chenge ' MYenoea ReooYerles Net Change 
ln Lendlnga ' ln LGndlnga 

-~-------------------------------------------
Landlord 

Ag:r1cultural 
JlonQ'lendera 

Cult1vetor 
Proteaalonal 
Moneylender• 
en4 Relative• 

'l'otsl 

22.11 16.87 5.24 

6o.J2 . )6.40 21.92 )7.23 )0.96 6.27 

)).46 11.83 21.56 47.44 33.99 1).45 
~ ---- ----- ---- - ~ --~ ~ - ~ ~ -- - - ---- - --97.53 52.35 4S.18 106.78 81.82 24.96 

-----------~---~-------~---------------------
sourneR: 1) ~. AIRDIS 1961-62~ RDI Bylletln1 Vol. 19 (September 1965). 

2) RBI, AlDIS, 1971-72, 1978 end (Unpubllahed data). 
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Tebl~ 1.35: SaYing ot CUltiYator Households 1n the 
form ot linanolal Aaaetat All-Indla, 
1961-62 and 1971-72. 

(Ra. ororea) 

~------------------------------'I'Jpe ot Asset 1961-62 1971-72 -------- ... -------------------------
I '7o~~l (orn~s) 

1. ·Curreno7 

2. Share and Depoalts 1n 
Co-operatlTe Banta 

3. Deposita ln Com:n()roial 
Ban lea 

4 •. Small SaYlnge 

s. Insurenoe PJtemla 

6. ProY14ent JUn4 

7 •. Total Formal 

II 'Into~l 

9. ·Dlreot Lendinga to 
Non-oult1Yatora 

10. llireot Lendlnga to 
CUltlTatora 

11. Total Informal 

12 •. 'l'otal (I & II) 

al.23 (25.87) 

18.17 ( 23. 24) 

13.99 (17.89) 

).6o (4.60) 

14.6S (18.73) 

7.56 (9.67) 

103.69 (3S.7S) 

53.69 (Ut. 58) 

18.)6 (6.33) 

37.68 (12.99) 

21.42 (7.39) 

76.20 (100.00) 29().02 (100.00) 

4S.1B 24.96 

3S0.93 146.10 

396.11 .171.06 

474.31 461.08 

-------------------------------
Tf, B.: J'lguree 1n pareut~e••• den:»te peroentege share 

ot eaoh· asset 1n total torcal tlnanolal assets. 

Soyroea: 1) NOAER1 AIRHSS 1961-621 Vol. J. 

2) BBI, Report on CurrencY Pnd Flnenqe. 

3) B!li, nJ'lnanolal Aaaeta ot Ilural liouaeholda•, 
st,tt Ooonelonel Peper8 1 Vol. 2- No.1 (June 1977). 

- 4) Tablea ).2S, ).261 ).291 ).)0, ).)1 and )J4. 



10S 

E.S'l'I~·'A'l'XS OJ' SAVING AND CQ'RR!N'l' CONSUMP'riON 

In this section, estimates ot saving end current 

c=nsumption expendl~ure ot the rural cultivstor household 

sector are obtained. The esticstes ot current conwmption 

expenditure are computed at all India level wblle saving 

estimates hsve been derived at all India level end state 

level. Our estimates ere then compared with those available 

trom other sources. 

). 7.1 s,rlng 

As mentJ,9ned in Chapter II, sarl.nc estimates haTe 

been derived b7 belance eheet approach. The all-India 

estimates are presented in Table ).)6 while Tables 3.37 end 

).)a contain state-wise estimates ot saving. 

The all-India estimates ot saving trom r·.aoothett souroe 

(UO¢r, 19~3) tor the two bench-ma~k JGars are Bs. g71 crorea 

. end Rs. 1 ,6)4 crores re~ectlvol7, wllch 11re higher tbsn 

·ours tor both·t~ese 7eers. It needs to bo noted in this 

context that ll047 has used the same data sources and approsoh 

that have been adopted in the pr~sent atud7 tor estim~ting 

sav1ng. 17 However, hls procedure is dlrterent trom ours in 

the following respects. Firstl7, be has not adjusted 

esti~tes ot capital expenditures to sales ot ph7sloal assets 

and current repairs. Secondl7, net change in l1abll1ties 

trom non-institutional agcmcies ::'rom 'outside' aeotor, i. •· 

traders and non-cultivator PUL and relatives, have not been 

taken into account Ybile deriving estimates ot saving. Since 
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net ohange in borrowings from 'outside' sector were posltlTe 

(.see Table 3. 25) tor both tho 7esrs, hls estimates haTe an 

upwnrd bia ::. 

3.7.2 Current Consumption Rxpenditure 

The current consumption expenditures haTe been 

estimated as the d1tterenoe between ;totol. sources ot tunda 

and total uses or tunds on oepital account·. tor the two 

benoh-~rk years. These estlcstes work out to Ra. 6666.SS 

ororea and Rs. 17004.76 crores tor 1961-62 and 1971·72 

respsot1Tel)'. 

~ alternative esti~te ot current oonsumpt1on ot 

the rural oultivator households has been worked out using 

the d~ta from NSS rounds. Th~ are Rs. 7021.24 crores and 

Rs. 1609g.74 orores tor the two 7ears. As regards the 

1971-72 estimate, ours was higber b7 s.6 per cent than the 

corresponding NSS one. :It needs to be noted here that our 

estimate bas been computed es e residual,_conteinlng all 

errors and ommissiona. For example, we haTe already 

mentioned that farm er..d ncn-tarm 1nTentor1os oould not be 

estimated becAuse of lack cf dete. Sim11arl~ 1 th~ NSS 

esti~te is not tree from 8s~pl1ng and non-sacpling errora.1a 

In tbls background, the d1Tersence between the two estimates 

1s no proof ot b1e.s 1n our estimate. Nor is the olose 

correspondence betvreen the tTro, a guarantee or tho abaenoe 

ot b1aa. 
-
Our tuin ·task in this ohapter hes been to estimate 
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T~ble 3.]6: Cross SaYing ot Rural CUltiyator HOuaeholdal 
All-Indla, 1961-62 and 1971-72. 

· · (Ra. ororea) 

---~~-~------~--------~-------1961-62 1971-72 -- -~-~--~----------~-----~---~ 
I Oroea SaYing in PhJaioal 

Assets 

II aroaa Sa1'1ng in J'lnanolal 
.taaeta 

J'ormal 

A 

D 

692.27 

564.29 

7d.20 

· Informal (direot len41nga) 
·to' oult1Yator8 · )50.93 

. to non-cultlTatora 45.1S 

~tal 474.31 
III Tot a~ O~a a ~~~Yi ng A 1166. 5S 

8 1042.60 
IV Ret Change 1n Lieb1lit1ea SS9.92 

1)68.62 

1171.67 

290.02 

146.10 

24.96 
461.04 

1629.70 

1632.SS 

6SS.93 
V Net SaYing in Jrlnanolal· 

Asset a - SS.61 -224.SS 
VI !btal SaTing 

VII Net Intlow ot Fund a (1. e. 
Net Change 1n J'1nano1ol 
Aaaeta) aa peroentage to 
SaYing in Ph7sloal Assets 

VIII Total SaTing aa a 
proportion to inoome 
(Per oent) 

A 6()6.66 . . 114.). 77 

B 

A 

lJ 

A 

D 

482.66 

12.37 
1S.06 

S.37 
6.66 

946.62 

16.4) 

19~ 19 

-.~------ ~ ~------ ~-------- ~----
n,n,: A:rotera to oash aa well era kind exp,ndituraa •blle 

a la oaah expenditures on Oftp1tal assets. 

Dnurees: 1) Tables ).2S, 3.27 end ).)S. 
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T~ble 3.37: State-wise Estimates of Saving or Rural Cul t1 !~tor HouseholdS • 
1961-62 

(Aver~g• Per Household) 
(Re,) 

- - -- - - - - - - - - - - --- - ------ - --. - -- -- -- --------------Stete saving in Gross Saving in Fin~n- Total Net Chen- Net Sn- Total N4t rln-tn• 
Physical ~I~l As~ets Gross ge in u- lng in Snlng olel Flow 
Assets Formal Informal Total Saving ebilltlea llnenohl (1, e, I~et 

Aaeete Flnenohl 
Snlngs 1111 
e percent-
age to 
TotAl sn-
ins) ----------------- - --- ----- - - ----- - . -----. --- - -

1 ' Andhra 1)4.50 1 2, 1.3 2),86 .35. 99 170.49 49.21 -1),22 121,28 -10.90 
Pradesh 

2, Assam 53.70 2).71 2 • .31 26.02 79.72 0.)1 25.71 78.81 )2.62 

3. Bihar 77.90 8,92 8.17 17.09 99.99 11. 9.3 5,16 88.06 5.86 

4. Gujarat 208.50 46.92 J, 15 50.07 258' 57 169 • .3.3 ·119,26 89,24 ·1.3). 6Z. 

5. Jammu and 
.Kashmir 1)1.70 )o55 0,2) .3.78 1)5.48 8).09 -79.31 52,)9 -151,)8 

..a 

6. Karneteke 229,00 J4,60 4.20 .38.80 267.80 63,.35 -24.55 201.. 45 -11,86 
..a 
N 

7. Kerala 121,90 25.97 0.94 26.91 148.81 z..6Z. 22,27 141..17 15.45 

8. Madhya 90.90 ).29 11,22 14.51 105.41 .3.3.96 -19.45 71.45 ·27. 22 
Pradesh 

9. Me hera sht ra 11.1.90 12 • .37 5.92 18,29 160,19 62.93 -44.61. 97.26 1.5.90 

1 o. Orissa 61.30 1,1) 4.20 5 • .3.3 66.6) 17.50 -12.17 49.1) -24.77 
11, Punjab 246.80 46.51 54.8.3 101,)4 .348.11. 68.85 32.49 279.29 11,27 

12, Rajasthan 147.60 14.57 11,56 26,1.3 173.7.3 96,85 -70.72 76.88 -91.99 
1 J, Tamil Nedu 140.20 24.97 24.25 49.22 189.42 45.84 3 • .38 14). 58 2,)5 

14, Uttar 1 )1,00 11, J1 14.75 26.06 157.06 19 • .35 6.71 1)7. 71 4.87 
Pradesh 

1 5. West Bengel 50.40 14.46 8.36 22,82 7.3.22 20.0.3 2.79 5.3.19 5.24 

------- --- - - ----------- ---- --- - --- - -- --- - - . - ---
N. 8,: 1 ) Informal tinenoiel saving pertain to !endings by cultivators to non-oultlvetor 

households only. 

2) Figures or Seving in Physical Assets refer to oesh purchases only, 

Sources: 1) RBI I AIRDIS: 1261-62. RBI Bulletin, Vol. 19 (September 1965). 

2) ·Tables J, 32 1 3.46. 

J) RBI, Stetistioel Statements relet1ng 
in Indie 1 1961-62, 

to Co-operative Movement 
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Teble J.J8: St~te-wise Estimates of Saving of Rural Cultivator Househol4a, 
.1971-72 

(Average Per Hous~bold) 
(Rs,) 

- - -- - - - - - - - - --- - - ----- - ----- -- - - -- -- ---- -~ -State Saving in 
Physical 
Assets 

Gross Saving in Finan- Total Net Chen- Net SaT• 
ciel Assets Gross ge in L1- ing 1n 
Formal Informal Total Saving abilities Finsnoisl 

Assets 

Total Net Finan
SeTing olal Flow 

(i.e. Net 
Finenohl 
Sningl 11 
a percent
ega to' 
Total Sn
ing) 1 , 

- -- ------- -·• \ 
Andhra Pradesh 123.20 

Assam 

Bihar 

Gujeret 

Jammu and 
Kashmir 

Karngtaka 

150.95 

98.5S 

449.45 

123.65 

344.72 

KerAla 201.39 

lladhye Pradesh 224. 18 

Maharashtra 207.70 

Orissa 59.98 

Punjab* 1047.05 

Rajasthan 286.94 

Tamil Nadu 179.72 

Uttar Pradesh 251.01 

West Bengal 119. 21 

45.09 

41.29 

52.39 

84.35 
26,26 

57.04 

200.26 

15.38 

34.58 

10.49 

21 3· 47 

40.72 

50.84 

)2. 59 

72.90 

21.46 66.55 189.75 

1.54 42.8.) 19.).78 

5.94 58.)) 156.88 

5.12 89.47 53.).80 

0,02 

17.42 74.46 419.98 

1.11 201.27 402.66 

8.35 2.).73 247.91 

3.75 38.33 246.0.) 

2.5.) 1.).02 7).00 

1)0.98 344.45 1391.50 

8.01 48.7) 335.67 

27.31 78.15 257.87 

15.98 48.57 299.58 

6.98 19.88 199.09 

55.73 

9.09 

20.95 

159.27 

6.62 

63.06 

63.50 

6.).60 

71 • .)2 

27.26 

477.33 

155.37 

108.48 

52.50 

27 • .)6 

10.82 

37.38 

-66.80 

19.66 

11.40 

1.)7.77 

-59.87 

-.)2.99 

-u.. 24 

-132.66 

-106.64 

-30.33 

-3.93 

52.52 

135.93 

379.65 

143.3.1 

356.12 

339.16 

164.)1 

174.71 

45.74 

914.17 

180.30 

149.39 

247.08 

171.73 

8.07 \ 
18.27 \ 

27.50 

-1a.12 

1.).72 

).20 

40.62 

-36.43 

-18.88 

·31.1) 

-14.53 

-59.15 

·20.30 

-1.59 

30.58 

- - - -- -- - - - - - -- -- - ----- - - - -- - -- ---- - - - -- ---- -- --- -
N.B.: 1) Informal tinencial saving pertain to landings by cultivators to 

non-cultivator households only. 

2) Figures ot saving in physical assets refer to cash purchases only. 

Sources: 1) Rm, AlDIS: 1971-72, 1978. 

2) Tables 3,36 ~nd 3.47. 

J) RBI, Statistical Statements Relating to Co-operative Benke in Indie, 1971·72, 

* Xstill!ltes are inclusive of Hsryene, 

... ... 
\II 
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'l'~~tble 1. 39: Souroea-end-tJaea-ot-J'unda Stetet!lents ot The 
nural J'arm Household Sea tor: All-Indle, 
1)61-62 and 1971-72. 

(Ra. ororea) ___ .., ___ .. ___ .. _______ .. __ .. ________ _ 
1971-72 

------~--~--~------------------
SlURC'!!S OJ' FmiDS 

Non-Yin~nolel Squroes 

1. 

2. 

3. 

4. 

Income trom Agr1oulture end· 
Allied Aotl T1 tle a 

leas Lend BeYenue 

lncoce froa Non-agrloultural 
Aot1Y1t1ea 

1) Selt-emplo)'m8nt 

11) Weses end Salaries 

Current !rnustsra 

Total (1 + 2 + )) 

71n~~tnolel Sour~ee 

5. Net Chenge ln Borrowings 

1) Instltut1onel 

11) non-lnstltntlonal 

a) Non-oult1Yatora 

b) CW.t1Yatora 

6. Total Souroea (4 + S) 
OS~9 OJ' 7U~S 

N~n-~1n8no1~1 Ce~ltel Uees 

1. Capltal Rxpendlturea 

6,))4.09 1S,6SO.)S 

10).20 11).60 

914.12 2,377.00 

359.22 sso.6t 
554.90 1,526.39 

126.20 234.7a 

7,Z'/). 21 16,144.53 

SS9.92 6SS.93 

67.91 251.62 

492.01 434.)1 

141.06 2aS. 21 

3S0.93 146.10 

7,6)).1) 18,8)4.46 

692.27 1,)66.62 

Cont4. 
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~~ble 3.19 IOontd.l _______________________ .. _____ _ 
1961-62 1971-72 

-------~-----------~----------
J'lnenolfll Uses 

s. Aoqulaltlon ot 71nanolal 474.)1 461.oa 
Assets 

1) J'on:al 7S.20 290.02 

11) Intor:ul (Direct 
Lond1nga) 396.11 171.o6 

a) to Non-oult1Yator• 45.13 24.96 

b) to OUltlYatora JS0.9l 146.10 

9. ~tal Uaea ot J'und• ( 7 • S) 1,166.ss 1,d29.70 

10. Current Consumption 6,666.55 17,004.76 

---~----~--~-------~-----~----



~~bl~ 3.40: Souroes ot Funds ot Rural Calt1Yator Hoaaeholda: 
Fraotlle Croups, 1961-62 (Ra. ororea) 

---~----~----~--~~------~---~-------------~----Souroea FrAotllA Oroug~: 
0•20 2 -40 40-60 6o-SO 80-100 .All 

.raotllea -- ------ ~ ~--- ~- -·--- ~------ ~ ~ ~-- ~--- ~-----------' 

1. 7119~ Ing~m 

e) CUltlY&t1on and L1Yastock 296.os 479.82 66).57 1,061.71 2,60).24 5,104.)9 

b) W11ge Inoome )~8.91 260.37 2JS.56 194.29 147.57 1, 229.70 

2, Totel 7arm (a+b) G64.96 760.19 902.13 1, 256.00 2,750.61 6,))4.09 

). Non-1'.-!'T'!l IDnons 

o) Selt-nployment ln non-
5).68 61.07 farm aotl Yl tie a 35.92 71.1) 1)7.22 359.22 --4) t'l~tge Inoome 166.47 126.52 107.6S S7.67 66.59 554.90 0' 

4. 'l'otel Non-tem (o+4) 202.39 180.40 166.72 158.80 20).81 914.12 

s. Total Inoome (2+4) B67.3S 940.59 11 070.8S 1,414.80 2,954.62 7,246.21 

6. Dt.:-rrnwi nss 

e) Uon-1nat1tut1onel ~uroes 54.81. 90.0S 1)).14 18).94 )66.82 823.79 

t) Institutional Souroea 7 .• )1 14.62 )1.29 54.67 1S4. 51 292.40 

7. 'fotal Eorrowlnss (e+t) 62.15 104.67 161t.43 2):!.61 SS1.)) 1,121.19 

s. ~otel Sources or lUnda (5+7) 929.SO 11 04S.26 1,2)5.28 11 6SJ.41 ),SOS.9S 6,)69.40 

---------~---------~-~--------------~~---------
~uroesa 1) 'l'ablea 3.)3 and )A.17. 



~·ble 3.41: Sources ot lunda ot Rural Cult1Tator Bousehol4at 
lraotlle Group~, 1971•72 (Rs. oror~a) 

-- -~~------~~-~--------------~-----------~-~---Souroes :rr,ot1 1 e 0J:S2:Y"!!: . ' 

0•20 2o-40 40-60 6o-so 80-100 All' 
Jreotllea -- -- ---- ~ - ~ - ~ -~ - ~ - - - - - --- ~ --- -- ~ ~ -- - --- ---- -- ~ -

1. J'~rm In~"~M 

a) CaltlTatlon and ~Yestook 661.14 1,309.SS 1,912.4) 2,423.2a 6,772.09 13,o9a.s1 

b) r:ege-Inoome 790.98 6~2.5!! 454.17 354.66 329.15 . 2, 551.54 

2. 'rota1 Farm (e+b) 1,472.12 1,932.46 2,366.60 2,777.94 7,101.2) 15,650.)5 

). f:gn-P'Arm Ine2~ 

o) :#elt-emplorment 1n non-rem 69.31 108.03 1)4.40 140.35 37S.52 6so.6t 

4) uage-Inoo:se 47). Ul 372.44 271.70 212.17 196.90 1, 526.)9 ---.J 

4. Total Non-~or.n (o+d) 562.49 4S0.47 406.10 352 •. 52 575.42 2,)71.00 

5. Total Inoom (2+4) 2,0)4.61 2,412.93 2,772.70 ),130.46 7,676.6s 18,027.35 

6. ~rrQwins" 

e) Non-lnatltutlonal e£enolea S8.)S 99.77 139.6a 2Hl.)S 35).28 869.49 

r) Inatltutlonal egenolea 23.29 )3.2S 64.06 16).07 548.26 a31.9a 

7. 'total Dorrowlnc;a (e+t) 81.67 133.0S 20).74 )81.45 901.56 1,701.47 
s. 'l'otel Sources ot Fund • ( 5•7) 2,116.28 2,54s.9a 2,976.44 ), SJ 1. 91 8,578.21 19,7~.82 

---------------~------~-----~------------~------
sour~~8t 1) ~abloa ).)S and 3'.17. 



T~bl8 3.42: Uses ot Funds on Capital Aooount ot Rural OultiTator Bouseholda: · 
Fraotlle Oroups, 1961-62, 

(Rs, orores) 
- --- --- ~ ------ ~ - -- ---------- ~ ------ - ~ --~ -~ --- ~ -Uses 

40-60 6o-so 80-100 All Frao
tiles ----- ------- ~ -.- - ~------- - - ----- -~---- ----- ----

1, Eb!§l~el Inie~tm~n~ 
xx~enaltgre ic~shl 

e) Farm Bualnesa 18.78 46,95 75.12 125,20 359,95 626~00 

b) Non-term Business 0.75 .1.48 2.48 4.87 21.82 31.40 

o) Reald ential Construction 8.58 13.91 21.35 33.36 113.40 190.60 

4) Durable HOusehold Aaaeta 1.22 2.04 3.46 6,63 27.35 40.70 

2. !otal Ph71loal (a+b+o+4) 29.33 64.38 102.41 170,06 522.52 88!.70 

3. lln~nai~l s~Iin£ 
e) J'ormal(Qross) 1.40 4.46 6,26 10,17 55.91 78.20 

Informal (i. •· Dlreot 
lending a) 

f) to non-cult1•atara o.54 1.04 2.46 6.42 34.70 45.11! 

g) to· cult 1T a tors·· · ' lt. 21 8.07 19.)0 49.83 269.52 350.93 

4. ~otal 7inanolel SaYings (e+t+g) 6.15 13.57 28.04 66.42 )6o.13 474.31 

lfotel Uaea (2+4) 35.48 77.95 130,45 236.48 882,65 1,363.01 .. ______________ 

-~---~---~-----------------------
Jll, B, : Direct len41aga ere net ot count reoe1Te4 •• repqment•. 
§?uro8a: 1) ~able• 3.27,·3.3S an4 3!.18. 

--~ 



Teble 1.1.11 Uses ot :runds on Capital Account ot Rural CUltlYator Households: Frac.t1le 
Groupe,_ 1971-72 

(Rs. ororea) -- -- -~- ~-- -- ~.- -~ -~ - ~ ---~ ---- ----~-- --- ---- ----Use a lE"g~il!Z om!u~~= · 
. 40-60 6o-so 0-20 .20-40 . 80-100 .Ul 7reo-

tll.ea 

~- -~----------- ------------- ~----- ------- ~ --- ----
1. Phi§l081 Inie8tmeJ! ' . 

Enendityre (~ 

a) Farm Bualne •• )0.14 78.96 1JS.06 187.01 607.79 1,0)8.96 

b) Non-term Buslneaa 2.17 4.3S 10.69 10.)4 6).07 90.62 

o) Realdentlal oonatruotlon 19.87 )1.60 4J.S8 71.91 196.12 36).18 

4) Durable HOusehold Asaeta s.67 12.1 s 19.)0 25.50 72.).3 1)4.95 

2. !otel PhJaloal (a+b+o+d) S7.85 127.06 208.6) 294.76 939.)1 1,627.71 

). tr1n~nglel §~nns · 
e) Fornal (Groaa) 1S.9S 21.75 <" 27.S6 ss.oo 166.76 290.02 

Informal (l.e. Direct len41nga) 

t) to non-oultlYatora 0.62 o.62 1.7S ).)7 18.6o 24.96 

g) to cultlYatora J.6s ).65 10.2) 19.72 10S.85 146.10 

4. !otal ~lnanolel Sa'Ylnga(e+t+g) 20.22 26.02 )9.54 81.09 294.21 461.08 

Tbtal u ••• (2+4) 78.07 15).08 248.17 37S.SS 1, 233. S2 2,oas.79 

-~------~-----~--~~~---~-----------------------
N, B.: D1reot len41nga are net ot amount rece1Yed ea repaJmenta. 
§?urnee: 1) ~ablea 3.27, ).)5 and 3A.1S. 

.... .... 
\0 
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Table J. 44: ·State-wise Estimates of Sources of Funds of Rural Cultivators, Anrege per 
Household,, 1961-62 

(Ra,) - - - - - - - ---- - -- -- - - - -- --- - - - - - ---- - - ----- - - -- ------State Income 1 ~rrowlngs 1 

Total 1 Instit- Cul~- Non-ou- Total Total • Total Sour
Inoome utionel vetor ltiva- Non-in- Borrow- oea 

Income fr- Inoome Wftge 
om Agr1ou- from Inoome 

lture end Self from 
Allied Ao- Employ- Non-Ag
tivitles ment in rioul

Non-eg- turd 
rioul- Aothi
tural ties 
Aotivi-
ties 

2 3 6 

money- tor mo- atitu- 1n£a (5+10) 
lende- neylen- tional 
ra. d.era 

----------- - ----- - -7 9 10 11 
- - - -- - - - - - - - - - - - - ---- - ---- -------------------- ---
Andhra 
Pradesh 

Aseem 

Bihar 

Gujer!:!t 

Jammu and 
Keshmlr 

Kerneteka 

Kerala 

Madhya 
Pradesh 

Mahar!lshtra 

Orissa 

Punjab 

Rajasthan 

Tamil Nadu 

Utter 
Pradesh 

1,170.06 

S02.28 160.80 86.47 11 049.33 

1. 133.81 11 s. 26 

1,544.08 124.99 

1,063.08 24S.SS 

1 ,030.1S SS. 24 

1, 3 55. 54 

903.11 

2,194.77 

94.93 

170.21 

98.46 

1,274.97 219.07 

1, 286.64 129. 11 

1,M9.69 138.33 

55.26 1,304.33 

37.73 1,7o6.go 

S6.75 1,398.71 

44.80 1,160.22 

70.44 1,520.91 

39.45 1,112.77 

28.61 2, 321. S4 

44.42 1,538.46 

41.101,456.85 

32.99 1,261.01 

2.36 26.65 6.75 33.40 35.76 

3.81 85.84 12.79 98.63 102.5o 1,151.g3 

24.88 55.26 74.30 129.56 154.44 1,458.77 

93.51 187.05 42.80 229.85 )2).36 2,030.16 

56.06 105.80 41.67 147.47 203.53 1,602.24 

32.46 101.00 35.77 1)6.78 169.~3 1,329.45 

103.67 96.12 20.39 116.51 220.18 1,741.09 

11.61 24.74 18.60 43.34 54.95 1,167.72 

51.11 256.17 57.91 314.08 365.19 2,687.03 

23.73 217.08 148.60 )65.68 )89.41 1,927.87 

61.98 213.04 23.11 236.15 298.1) 1,754.9~ 

37.40 109.17 20.87 1)0.04 167.44 1,428.45 

West Bengel 1,420.10 247.48 1~?..39 1,849.97 12,41 94.91 36,49 1)1.40 14).81 11 993.78 

All-Indh 1,257.24 71.)0 110.14 1,1 • .)8.66 58.03 115,20 49.)0 164.50 222.5) 1,661.21 

--- - - -- - - -- - - - --- ---- - --- - - - - - - --- - -- - ------- --- -
§purees: 1) RBI, AIRDIS, 1961-62. RBI Bulletin, Vol,19 (September, 1965). 

2} Tables 3.8, 3.20 end ).22, 

3) RBr, Stetistlo~l Statements Relating t~ Co-operative Movement in India, 
1961-62, 

... 
1\) 
0 
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Teble 1.45: Stete-wise Estimates ,r Souroe or Funds ot Rural Cultivator Households, 
Average per Household,, 1971-72. 

(RI,) 
- - - -- -- - - - - - - - - - - - - - - --- - ----- - -- - - --- - - . -. ----. --Stete InootM ' Bot!:Qwings ' Inoome tr- Inoome WAge Totel ' Insti- Culti- Non-ou- Total Total • Total Sour• 

om Agrioul- trom Inoome Inoome tutlo- vetor ltha- Non-in· Borrow- oee 
ture end Selr trom nel money- tor mo- atltu• lnga (5+10) 
Allied Ao- Employ- Hon-Ag- lende• neylen• tlonel 
tivitles ment 1n rioul- ra dera 

Non-eg- turel 
rloul- Aoti vi-
tural ties 
Aoti vi-
ties 

2 3 4 5 6 7 6 9 10 11 ---- - --- - - --- --- ---- -------- ------- - - -- ---. . --. --
Andhrs 3,206,62 212.81 10J,M 31 52J,J1 7). 79 1)2. 70 49.54 1$2,24 256,03 ),779.34 
Pradesh 

Assam 2,761,67 461,10 172.42 ),395.19 8.69 9.38 16,8) 26.21 .34.90 .3t430.09 

Bihar 1,737.79 2)1,67 146.00 2,115.46 26.14 57.75 ), 91 61.66 67.1!0 2,203,26 

Gujerat 3,645.01 152.96 102.4g 3,900.45 418.59 )1,12 12),15 154.27 572.86 4,47).31 

Heryena 8, su .. 25 255.75 137.32 8,9)7.32 342,69 292.68 218.89 511,57 854.26 9.791.58 

Jammu and 2,464.12 660.50 255.15 .3tJ79. 77 19.88 7). 19 94.69 167.86 187.76 3,567.53 
Kashmir 

Kernetaka 2,785.52 262.43 73.00 ),120.95 159.09 222.03 21,61 24).64 402.7.3 ),52),68 

Kerale 2,193.75 1,085.83 283.90 3,56).48 184.99 49.57 19.53 69.10 254.09 ),817.57 

Madhya 2,426.58 220.56 121, )0 2, 768.44 1.22,19 54.46 101.78 156. 24 278.43 ),046.87 
Pradesh 

Mahereehtre 2,089.)0 2)6.5) 178.45 2, 504. 28 )09. 41 80,17 37.85 118,02 427.43 2,9)1,71 

Orissa 2,157.95 148. 53 104.77 2,411, 25 51.59 38.36 ),01 41.37 92.96 2,504.21 

Punjab 11,178.92 262.50 61,6011,503.02 988.32 410.58 389.82 800.401,788,72 1),291.74 

Rajasthan ),028.48 252.21 97.09 3,377.78 49.33 15).00 2)4.73 )87.72 4.37.50 ),815. 28 

·Tamil Nadu 2,402.61 360.61 218.74 2,981.96 200. 56 155. 2) 38.16 193.39 393.95 3, 375.91 

Utter . 2, 2)2.83 18).68 88.42 2,504.93 65.67 97.73 34.84 1)2. 57 198.24 2,70),17 
Pre.desh 

West Bengel 3, 141. 29 427.g7 212.75 3,781,91 )0.94 8).60 17.91 101, 51 1.32. 4S ),914.36 

All-India 2,go6.23 152. 52 27).69 3,232.44 149. 1 S. 131,)0 74.60 155.90 )05.31! 3t537.82 

- - - --- -- - - - -- -- - - - -- ---- - - - - - ------ - - ---. - -------· 
Sources: 1) RBI, AIDIS, 1971·72, November 1978. 

2) Tables 3.9, ).21 end ),2). 

3) RBI, StAt1st1cel St~tel'l.ents Releting to Co-operative Movement 
in Indie, 1971-72. 

... 
N ... 
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Table 3.46: State-wise Xetimetes of Uses of !ur.de on :e~ital Aooount ot Rural 
Cultivator Households, Average per Household, 1961-62 

(Ra,) 

State --Fa~-- Phvsro;l-Invesimenis~ -- -R;o;1- -N;t- -,-- ·rin;n~i;l·s;vin;---;- ·-
Non- Resi- Dura- 'l'otal t - Phya1-'lorm- inrorn~l Tot•l •Total 3usi- farm danti- ble Physi- P 8 - u 

ness &Jsi- el con- House- cal In- rro
1
m 

1
oal el Culti- Non-ou- Finan- Osea 

ness struo- bold vest- ee a nves- v~tors ltiva- oiel (8+12) 
t1on Assets menta or phy· tment tors Saving 

s1oal 
assets 

2 J 4 5 6 7 8 9 10 11 12 1) 

Andhra 
Pradesh 

Assam 

Bihar 

Guj!! rat 

Jammu end 
Kashmir 

49.6 1,8 14.6 

58.4 ).5 J?,J 

188.0 6.0 4).0 

87.2 2.4 51.5 

Kerneteke 24).6 4,0 45,9 

Kerale a2.4 1),9 60.2 

Madhya 
Pradesh 90.9 1.2 21.0 

Mahsrashtrs 127.914.0 JJ,8 

Orissa 51,9 1,6 23.5 

Punjab 264.4 5.1 69.0 

Rajasthan 176.6 5.9 47.4 

Tamil N~du 186.0 9.4 33.1 

121.210.1 42.2 

West Bengel 51,3 4.5 28.8 

All-Indis 124.3 6.2 37.~ 

4.6 22).4 

J,) 69.) 

11.7 110.9 

11.2 248.2 

12,9 154.0 

10,) 

10,6 

5. 7 

6.0 

4.4 

19.9 

8.5 

5.6 

9.4 

g. 1 

)0).8 

167.1 

118.8 

H~1. 7 

81.4 

35g. 4 

2)8.4 

2)4.1 

182.9 

87.) 

176.4 

- - - - --- --- - -- - - - - --- - . --

gg,9 1)4.5 12.1) 19).62 2).66 229.61 )64,11 

)).0 

39.7 

22.) 

74.8 

27.9 

39.8 

20,1 

111,6 

90.8 

93.9 

53.7 2).71 26,65 2,)1 

77.9 8.92 85.84 8,17 

2og.5 46.92 10.02 3.15 

1)1.7 ).55 55.26 0.23 

229.0 34.60 187.05 15,68 

121.9 ~5.97 105.80 0.94 

90.9 3.29 101.00 11,22 

141.9 12.)7 96.12 5.92 

61,) 1,1) 24.74 4.20 

246.8 46.51 256.17 54.83 

147.6 14.57 217.08 11.56 

140.2 24.97 213.04 24.25 

1)1,0 11,31 109.17 14.75 

50.4 14.40 94.91 8,)6 

170.~ 15.52 115.20 19.)6 

52.67 106.70 

102.9) 1a0.S3 

120.09 )2S. 5? 

59.04 190.74 

2.)7.33 466,)) 

1)2. 71 254.61 

11 5. 51 206. 41 

114.41 256.)1 

30.07 91.37 

357.51 604.)1 

243.21 390.81 

.262.26 402.26 

1.) 5. 2) 266. 23 

117. 67 169. 07 

150.08 320, M 

- - ---- ---- ------ ----- --
Sources: 1) RBI, AIRDIS, 1961-62, RBI Bulletin, Vol,19 (June 1 1965). 

2) RBI, A!RDIS, 1962-63, RBI Bulletin, Vol.19 (September, 1965). 

3) Table ). 32. 

... 
1\) 
1\) 
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T~ble 3.47: State-wise Esti~etes of Uses of Funds on Cftpitel Aooount of Rural 
Cultivator Households, Averege per Houeehold, 1971·72 

(Ra,) 

state------- Phisio;l·I~v~stm;nts--- -R;o;i: ·N;t· -,-- -rin:n;1;l·s:ying-- ·,· • • • 
Ferm Non- Resi- Dure- Total pts Fhys1-'Form- Inror~~l T~tel 'Total 
3us1- farm denti- ble Fhys1- from oal el Cultl- Non-ou- linen• Utes 
ness Busi- al oon- House- oel In- sale Inves- Tetora lt1ve- oiel (8+12) 

nees struo- hold vest- or phy- tment tors SaTing 
tion Assets menta a1oal 

assets 
2 3 4 5 6 7 8 9 10 11 12 1) 

- - - - -.-- --. ---- - -- ----- --- --
Andhrft 116,10 10,12 22.73 18,25 167.20 44.00 12).20 45.09 1)2.70 21,46 199.'-5 )22,45 
Fr!'desh 

Ass em 7).33 13.77 49.51 33.14 169.75 18.80 150.95 41.29 9.)8 1.54 52. ~1 20),16 

Bihar 58.44 25.20 50.11 18.00 151.75 55.20 98.55 52.)9 57.75 5.94 u 6.08 214.6) 

Gujaret 354.81 14,84 97.05 32.65 499.35 49.90 449.45 84.35 31.12 5.12 120.59 570.04 

HAryane ~29.13 17.33 136.06 6S. 90 1,051. 82 155.00 896.82 9).)4 292.68 116,10 502.121,)98.94 

Jammu end 8S,62 7.59 50.76 28.18 175.15 51.50 12),65 26,26 73.19 0,02 99.47 22),12 
Kashmir 

Kernetake. 306.64 )0.17 64.71 32.40 433.92 89.20 344.72 57.0/t 222.0) 17.42 296.49 641., 

Ker!tla 102.07 26.49 91.59 19.44 2)9.59 3~.20 201,)9 200.26 49.57 1,11 250.94 452. )) 

Madhya 191. 8o 9.47 54.57 20.04 275.88 51.70 224,18 15.)8 54.46 8,)5 78.19 )02,)7 
Fredesh 

Meherashtra211 .. 65 22,87 37.07 17.19 291.70 84.00 207.70 34. 58 80,17 J.7s 118.~o )26,20 

Orissa 49.59 8,88 25.99 8.92 93.)8 33.40 59.98 10.49 )8,)6 2.5) 51.)8 111,)6 

Funjeb 1, )68, 62 76,57 224.35 103.981,775.52 202.)0 1,57).22 )28.)5 410.58 140.15 879.08 ~452.)0 

Rajasthan 2)8.58 7 I 70 101.55 49.70 397.54 11 o. 60 286,94 40.72 15).00 8.01 201.73 488.67 

Tamil Nedu 198.17 13.69 )4.03 17. 5) 26).42 83.70 179.72 50.81. 155. 2) 27,31 2J).)S 41).10 

Uttt~r 177,14 9.37 90.62 25.0S 302.21 51.20 251.01 32.59 97.73 15. 9S 146. )0 397.)1 
Fredesh 

West Bengel 110,19 11,48 55.94 1 ), 90 191. 51 72.)0 119. 21 72.90 83.60 6. 9S 163.411 2S2, 69 

All-Ind1e 18),)2 15.99 64.08 2).81 287. 20 70.70 216.50 52.03 81,)0 19.15 152.48 )68.98 

- - - - - - - - -- - - - - - - - - - - - - - - - - -------- ---- -- - - - ---- ---
~urees: 1) RBI, AIDIS 1 12z1-z~. Ootober, 1977. 

2) RBI, AIDIS 1 1211-n, NovembPr 1 1978. 

J} Table ),J3. 

... 
N 

"" 



124 

1. In the case or unorganlaed act1Ylt1ea, inoome 

generated 1n the aector and inoome reoeiyed b7 the 

taotora'or produot1on emplo7ed 1n that aeotor are the 

aame. S1noe agricultural pro4uoUon ia moatl7 or 

unorganiaed natura, we haTe treated Yalue added b7 

thia eotl'Y1t7 aeotor in rural area aa inooma reoe1Yed 

b7 rural houaebolda. 

2. Attempts heYe been made alnoe aiztiea to separate 

total lnoome generated into rural and urban component 

b7 dlrrerent aoholara and reaearohera. (see Bor
choudhur.y and UUkherJee, 1984, P. 171-72). Ot these, 

tha latest atatlatica ot il14uatZ7 group-wise net 

4omeat1o produot in rural an4 urban areas are thoae 

eatlmated b7 the CSO tor the 71ar 197o-71 wh1oh are 

published in NAS, JanuaZ7 1981. The aame 1 aaue 

contains a brief note on the methodolo£7 adopted. 

Bural net 4omeatio produat ia lar;el7 eatimatecl ualns 

a combined index ot the proportion ot rural to total 

workers and the 41rrerent1al 1n yalue added per worker 

1n rural and urban areas 1n eaoh state tor 1n41Y1dual 

aeotora. The ratio ot Yalue added per worker 1a 

appronmated b7 ratio ot wages or earnings per worker 

1n rural and urban aeotora. 

). In-1961 cenaua, the workroroe engaged 1n operation ot 
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government irrigation a7ateD waa inoluded in the 

minor sroup 890, (l.e. aervioea rendered b7 orsaniaa

tiona and indiTlduala not elaeWbere olaaait1ed) ot 

the Standard Industrial Claaa1t1cation - 1960. 

'l'heretore the rural/urban proportion ot the work

toroe ot thla group 1a applled to obtaln.the break-up 

ot the eatlmate ot rural income tro• thla aotiY1t7. 

4. Beaidea landleaa labour, the other reoiepienta ot 

lnoome trom agriculture and allled actidtlea 

belonging to non-oult1Yatora are ahare-croppera and 

non-oultlvatlns landlords. BonYer, there la no data 

to adJust the agricultural ear.ainga or theae sroupa 

ot non-cultivators. 

5. 'l'he •weaker section' ot the rural seotor waa 4etlned 

to oonalat ot (a) no:zi~ultlYatlng labour households 

and (b) the loweat 10 per cent ot the households 

oult1Yating aome land. 

6. The tlme 4lapoa1tion ot each member or the sample 

household on eaoh ot the seven da7a preoedlng the 

4&7 ot enqul17 waa noted. This waa noted not ln 

hours but 1n . day a. 7or noting the intena1 ty ot time 

d~~poa1t1on, the tollow1ng 1ntens1t7 oode was specified. 

It a person had spent more than halt ot hla normal 

working 4117 on an7 particular aotl'Y1t7, then the 

lntenalt7 waa to be recorded aa one. It he had apent 

halt or lea a ot the worldng de7 in 11117 work then the 



1ntens1t7 waa to be noted aa one halt. There were 

tour sub-round a ot enqu117. t:e haTe uaed the pooled 

estimates ot all aub-rounda wh1ob represent the 

aYerage posl t1 on tor the 7ear lul7 1970 - June 1971 

ot the time d1spoa1t1on. 

7. Ino1dentall71 the estimate ot agricultural wage

income ot the landless labour la aYe1lable tor the 

7ear 1974-75 from ~al Labour Enquil"7 ( 1974-?S). 

'l'be proportion ot this estimate to total wage blll 

ot agrloulture (CSO eatlmate) in that 7eer works out 

to 0.31. Thla proportion waa 0.22 in 1963-64 while 

it waa 0.26 ln 197o-71. Thla 1D4ioatea that oyer 

the deoade the ahara ot landless labour in total 

wage bill haa lnoreaaed almost b7 9 peroentaga polnta. 

a. SurYe7 data are aYalleble tor dittarent aaaet alze 

olaaaea of oultiYator households. l'rom the aaaet 

group-wise diatrl bution ot groaa nlue ot produce 

trom agrloulture and liYeatook and wages, the 

treotlle 41atr1but1ona are obtained b7 readins ott the 

Lorenz our...ea t1tted to theae d1atr1butlona. 'l'be 

traotlle dlatr.lbutlona are presented ln fable JA.17. 

9. Two seta ot estimates ot state 1noome (i.e. state 

domeatio produat) are aYallable - one prepared b7 

the State Statlatioal Bureaus (SSBs)/Direotorate 

ot Xoonomloa and Statiatioa (State aerlea) and the 

other oompiled by the cso. (comparable aerlea). 
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We hsTe used the state aeries y~llahed b7 the CSO 

(CSO, NoTa=ber .198S). 

'!'hough the estimates or atste domeatio produot 

b7 induatrr or or.lgin haTe been prepared b7 the ssa. 
following the standard mathodologlea recommended b7 

the WorJdng Group on state Income and He£1onal 

Account Comlttee, the intel--atate aompanblllt7 

ot the SSB' a eatlates ·la limited tor Terloua 

reasons. (Ro7choudhur,r and UUkherJee, 1984). 

Bowever, aa the eatlmatea released b7 the S3Bs would 

be appropriate tor 1nt er-te~poral oompariaon the7 are 

uaed in the present atud7. 

Koreover1 we ooul4 not have uaed the comparable 

.aeries (which are prepared keeping in new the 

1nteratate oomparab1l1t7) beaauae the annual estimates 

ot.atate 4omsatlo produota ere aYailable onl7 trom 

1970 onnrda and prior to 1970 these eatlmatea haTe 

been prepared tor different points ot time and the 

year 1961-62 ia not one of them. 

·to. Non-agrloultural aot1T1t1ea include minor groups. 

Ot the ma~or 1nduatJ7 group o, v1z., torest17 end 

logging and t1ah1ng and reat of the induatzy sroupa 

i.e. ' to 9 ot the National Industrial Claas1tioatlon 

(NIC), 1970. 

11. .,or coTerage ot produotiTe activltles in these 

aectora, aee cso, April 1980. 
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12. In the oase ot unorganlsed non-egrloultural 

act1Yltiea, income generated and income earned 

are the aeme. Howeyer, in oaae ot the orgenlaed 

sector income generated is not identical w1tb 

income recelYed because eome part ot the profits 

ma7 be retained ~ the bualneaa organ1aet1ona. 

Yoreoyer, eYen 1t it la poaSlble to estimate 

income reoelYe~ trom oreaniaed non-estioultural 

actlyltiea, it la dlttioult to break-up prot1ta, 

lntereat and rent lnto rural and urban aectora. 

It 1s, tberetore, deolded to oonalder only factor 

abare ot the rural labourforoe, l.e. oompenaatlon 

to emplo7eea fro• organised non-agricultural 

eotlYlties. this, in rftct, oonatltutea the ma3or 

proportion (nearl7 7~) ot the net 4omestlo produot 

ln organised aector • 

. 1). It la not posa1ble to estimate separatel7 income 

trom eelt emplopent in unorganlaed aectora and 

wage-income trom emplo;rment ln organised aeotora 

ot oonetruot1on, transport b7 other means and other 

aerrloea at the State lnel alnoe the eatlmatea 

ot t3DP are not aYallable tor organised and 

unorganlaed eeotora aeparatel7. Hence, tor these 

industry groups, State estimates ot rural lnoome 

reter to total income from these eotlrttles. 

"•· 1:~ baTe not estimated ohange 1n ter.a and non-term 
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inventories held b7 rural oultiYatora in farm 

bual.nasa and non-tom buslneas. The reasons are 

aa follows. For non-tar= inYentoriea the data are 

not. available. The agr1oultural inventoriea in the 

})rivate aeotor are computed b7 the cso. However, 

the oaloulatlon ia done b7 a TG'r7 unaatiateoto1"7 

indlreot method using data on bank advanoea and 

bank margins olasa1tled aooordlng to oooupation 

and orgsniaatlon ln RBI'a Baa1o Dtatiat1oal neturaa 

(BSRs). The Committee on Capital ~ormation and 

Bavtnp ,in India (1942), (the BaJ Co=nlttee) haa 

recommended that tb1a method should be ohanged • 

.An alternatl"fe prooecture suggested b7 the Committee 

la to use a bench-mark ratio of lnTantorlea in 

asrloulture to valuo odded ln agriculture. 'thia 

waa the method iD1tiall7 adopted b7 the lUII to~t . 

4er1T1ug estimates ot lnTentoriea 1n asr.loulture 

(R!I, 196S). HoweTer, thla bench-mark ratlo ~• 

available onlr tor the rear 19S1-S2 and lt mar not 

be appropriate to use the aeme ratio tor the reara 

1961-62 and 1971-72. 

1 s. The 1nd1ri.dual 1tema tor whloh th1a lntoraation la 

available are aa follows. 7~ro-bus1nesa- (1) 

Purohase ot land (2) ruroheee ot land rlghta (3) 

Reolematlon ot land (4) Bwl41ns end other land 

improvements (S) Oroharda end Plantat1ona (6) Wella 
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(7) Other irrigation aouroea (6) ~cultural 

implements (9) ~arm-houaea, graln soles and cattle 

aheda (10) Purchase ot llveatook (11) Other oapltal 

expendl ture ·1n tana business. Eon-f~tm bu"l nern -

( 1 ) Land end buildings ( 2) Produotion equlptlent 

and aooeasorlea (J) !'renaport equipment (4) 

Furniture and fixtures (S) Other oapltel expenditure 

ln non-tam business. 

16. It should be not e4 that the BSRs de tina rural ereaa 

· aa oentrea with a population ot 101000 or leas. 

'rbe census olass1tiolltlon, and one followed b7 the 

UBI·surTeya also, 1a baaed on cultlple or1terla ot 

alze, 4ena1tr end ooCQpational diatributlcn (l.e. 

more thm three-quarters ot the worktoros la 

enge.ged ln agriculture). ~. alaaa1t1oational 

dltterenoa aauses l)roble:u ot oomparablllt7 to 

wh1ah there ls no rea47 solution. 

17. Our procedures tor der.lv1ns eatlnates ot t1nano1al 

saving ere dltterent.trom the ones used b7 ~47, 

espeo1all7 tor provident rund oontr1lr~t1ona, 

4epoa1ts with oo-operatlvea and co~~rol&l banta 

end informal tlnanolal saYlna, l.e. diraot lend1nc•. 

See tor tbe rcethoda adopted 'b7 llod7 (Uod7a 19SJ). 

1S. Inol4entally, the eooureo7 or the NS3 estlmatea ot 

oonsumptlon expsn41ture hfta b•m ohallenged. 'rhe maln 

or1t1ol•• la that the non-sampling errors ot the estimate• 

haTe been lnoreaalng over th• period (See Sr1n1Yaaan,1974). 
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APPE.fiDIX TABLES 

Table p. 11 Value Ad.dacl in 'l'ranaport by Other Means 
(Unorganized)& Rural, 1971-72 

~~~------~----~---------------Industry Group Eatillatecl No. Value added Valued added 
of principal per worker (aggre~ate) 
and aecondary 1971-72 1971-7 
worker a (Ra.) (Ra.ooo) 
(in 000) 

1971 

------------------------------
Passenger transport 
by bwl 5.481 2,128 1,16,63.57 

Passenger transport 
by other motor 
vehicle 8.243 3,081 2,53,96.68 

Freight transport by 
motorvehiclea 18.845 3,920 1,;,8, 72.40 

faaaenger and. 
freight transport 

594 17,74,90.17 by animala 2,96.805 

Transport bL::n 
(rickabav, -

11.41,64.25 cratt) 1,25.043 913 
Water transport 39.662 615 2,43,92.13 

Services incidental 
to .transport 1.925 26,613 5,12,30.02 

Total 47,82,09.22 

------------------------------
Sourcesz 1) Census of India 1971. General Economic 

Tables, B-IV Part D. 

2) GOI, NSS, 29th Rounds Draft Report No, 280/6. 
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~~bl8 JA.2: Value Ad~ed ln Oonat~1ottoa (unorganlsea)a 
Bural, 1971-72 

---~-------~----------------Zatlmate~ No. ct 
prlnof.pal ana 
aeoonftar.r ~rkera 

1971 
(1n OOO'a) 

Velue at!~ea 
per worker 

1971-72 
(Ba. J 

Value ac1c1ec! 
(aggregate) 

1971.-72 
(Ra. 000) 

--~~~-----~-----------------
859 

---~~~-~~-~---~-------------

sonroew: 1) Cenmts rt In~tn 1971. General %conom!o 
1'obloa, B-IV .l)art n. 

2) aoi, NSS, 29th Bouna : ~Aft Report Nn, '~o/6. 
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T~ble 3A,1: Value Adt!et! 1n Tra~e, Botela ana Reataurantal 
-- Burel, 1971-72 

-------~-----------------------Inc!uat17 Group Zatlmatec! No. 
ot prf.no1pal 
ana aeoonl!a!7 
workers 

1971 
(In OOO'a) 

Value aac!ec! Value a4c!ec! 
per worker (aggregate) 

1971-72 1971-72 
(a..) (Ra. 000) 

-~-~-~---~----~----------------
\nloleaale trac!e In 
tooa, beTeragea, llYe 

1,6S.JJ5 animals 1 eto. 2,304 39,79.79.40 

lboleaale trac!e tn 
textile ana textile 
prot!uota 14.201 2,2S9 3,2s,o6.oa 

Other Wholesale trac!e 9S.SOO 1,678 16,02,49.00 

Retail trac!e lD tooa, 
beyeragea &De! liTe 

26,42.439 277,9S,4s.so antmala 11 0S2 

Pan, blc11 shopa 2,1 s.o39 602 12, 94, SJ. 47 

Retail traae In 
textile anc1 textile 
proc!uota 2,67.2S9 1,sss 41,64,)6.26 

other retail trac!e 7,)6.417 1,23) 90,60,02.16 

Botela anc1 reatauranta 51 14.061 1,157 49,47,68.57 

Purohaae anc1 aale 
agenta ana 
auotloneer1q )0.967 1,212 ),75.32.00 

Colleotora of 
mlaoellaneoua forest 90.465 443 4,00,75.99 

------------------~------------Total S4916a,48.)0 
---------~---------------------
S~rqea: 1) crnsna nt IVftA 1971. 

Tablea, B-1 Part n. 
General Eoonom1o 

2) ooi, Nss, 29th nouna: nrnn Rftport n2• 2aot6. 



Teble 3A.4: Value Adaea tTom Other SerTices, 1974-75 

-- --~ - - - - - - - -- - ------------- -- - - - - - - -- - -. - - -- --InttastrJ Group Ru%"81 ' · trtbin ' Total Talue 
~stimatea Valuo Value t. Estimatea a ue Value • adc!e4 . 
number ot aaaed aade4 · number.ot a~~ea ac!~ea · 1974-75 
principal per (eggre• principal per (eggre- (Rs. in 000) 
ana aecon- worker gate) ana aecon- worker gate) 
c!a!'7 1974•75 1974-75 c!ary 1974-75 1974-75 
workers (Rs.) (Rs. 1n workers (Rs.) (Rs. in 
1974-75 000) 1974-75 000) -,-- ----- - - - -- --- -- ~ ~- --- ---- -- -- ------ - - - -- ---

Financial institu
tions, real estate 
ana bua1ness 
serTicea 6,o6,29 

ltacation, health, 
communit7 serTicea, 
recreational ena 
cultural serY1oes 63,20,33 

Personal aerTioes 143,10,52 

31)5 19,00,72 6,00,25 493S 

1027 64,90,96 42,66,57 

10S1 .1 54,69,67 108,SS,3S 
336) 143,48,47 206,39,45 

1939 211,o6,69 365,76,36 

----------------------------------------------!'otal 212,)7,14 1124 238,61,37 157,52,17 2439 364,19,19 622,So,s6 
----------------------~--------------~--------
S01trqes: 1) CenBns of Tn~te 1971. General Eoonomio 'l'ables, B-IV Part D. 

2) CenBns of TnlU.8 1971. Series I U1aoellaneOU8 stu41ea. Paper 1 ot 1974. 

3) OOI, NSS, 29th Rouna: Preft Repm-t No, 260/6. 
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~~bl8 3A.5: state-wtae Zattmstea ot Net Domeatlo 
·- Proauot ln Bural Seotor: ·~1ahlng', 

1961-62 
(a.. lakha) 

-~---------------------------statea !z: s:mP at SNDP (rural) at 
Wt current current prlo•• 

prloea 

-----------------------------
Anc!hra Prat!eah o.S999 11,)9 10,2S 

Assam 0.9290 ),24 ),01 

Bihar 0.6900 1),00 11,57 

GuJarat 0.7480 2,46 1,d4 

Jemmu & Xaahm!r 0.7200 16 11 

Kama taka 0.7SOO 1,56 1 '17 
Kerala o.679'J ),6S 2,50 

l:ac1hJ8 Prac!esh . 0.1!167 60 49 
J:abaraahtra 0.7092 5,64 4,00 
Ortaaa 0.9~96 2,90 2,87 

PunJab 0.6200 19 12 

R&J&athen 0.52)8 21 11 

'tamll Nal!u 0.7296 12,65 9,2) 

Uttar Prac1esh 0.7155 1,16 . 6) 
:ffeat Bengal o.S99S 24,26 21,8) . 
_. _________ .. _.., __ 

-----------------
Stmrg es: 1) Cen BUS nt Tn~~" 1961. General XOonom!o 

Table 1 B IV !>art O. 

2) OOI, E8ttYM~tes nt St"'te ~eat!q Prp~nqt 1 cso, NOYember, 19ds. 
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,.,.ble 3A,6t Stete-wiae Zatlmatos or Not nomaatlo Pro4uAt 
ln Rural Sector: 1 J'lahlng', 1971-72 

(Ra. lakb) 

---------------- .. -
_______ ... 4a ______ ., 

State a "r SUDP at s:mP (rural) at - Ottrrent current prloea wt prloea 
---~---~---~--~------~----~--
l.nt!bra Prac!eah . 0.8700 25,15 21,88 

Assam 0.8701 19,10 16,62 

Bihar 0.7402 17,02 1),2S 

GuJarat 0.6)98 9,55 6,11 

IIa17ana o. 7500. 24 18 

Jemmu ~·Kashmir 0.6914 1,62 1,12 

Karnatak .0.7301 11,45 6,)6 
Xerala 0.7)01 28,27 20,64 

t!ac!h7a Prat! eah 0.7)91 2,30 1,70 
J.!aharaahtra 0.6700 20,91 14,01 
Orlasa 0.849) 1.10 6,54 

PunJab 0,6190 6) 39 
RaJasthan o.65oo 2,00 1,)0 

1'am11 Net!u 0,6901 21,)) 14,,72 
Uttar Prat!esh o.6So2 6,91 4,70 
Vest Bengal 0.9101 6o,27 54,85 

~-~~--~-------~----~---------
Souroes: 1) Oenns nr TnfliA 1 1971, General :Eoonom!o 

Tables, B IV- Pen n. 
2) OOI1 cso, 
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'l'~~tbl_.. J A. 7 : nr,ak-dotm or tbQ !lot Domest1o Produot trom 
•onreglBtor~d Uanuteoturlng' into DOuleho14 
Uanuteoturlng end llon-bouaehold l.!anutaoturlns 
(Unreg1atered), Stetewiae, 1971-72 

(Ru. lftkha) 

------~---~----~-------------·--State a VA tm 
VA B 

SI:DP trom 
unregis
tered 
1!1Snutao
t~1q 

mmP trom sniP tro11 
BOuaeho14 Nen-houae
manurao- hold manu-
turing taoturlng 
at ourrent at ourrent 
prloea prloea 

--~-~---~-~-~----~---------~----
Andhra Pradesh ,0.6776 3.1852 

Assam 0.7690 2.2780 

0.7101 2.4458 

0.4482 1.9679 

o.ss7S 4.7624 

15),85 

'30,60 

62,6S 

90,68 

33.19 

Bihar 

Cujarat 

Bar:vana 

Jaau and 
Xashm1r 

lternetaka 

Xersle 

0.717) 1.6729 12,91 

0.5736 ).9319 142,27 

0.3528 2.20S1 89,2S 

~adhya Pr~4esh o.6S82 ).)415 

Ueh~r8shtra 0.4134 4.))a2 

Or1s3a 0.7987 4.9432 

Pun~ab 0.4124 1.)326 

Balasth~n 0.6518 2.000 

Tamil Ned~ 0.4802 2.7069 

Uttftr PradeBb 0.6))2 1.9711 

~eat Bengal 0.)844 ).6120 

10),60 

248,29 

28 1B2 

67,)6 

79,0S 

217,62 

200,20 

159,1 s 

61,16 

18,17 

)1,JS 

26,49 

7,08 

7,78 
36,27 

17,67 

41,21 

34,70 

12,6) 

22,61! 

)S,21 

55.31 

93.48 
2),60 

92,69 

12,43 

)1,)0 

64,19 

26,71 

,,1) 

1o6,oo 

71,SIJ 
62,)9 

21),59 

15,99 

44,611 

40,84 
162,25 

106,72 
1)5,)5 

--------------- -.----------- ------Sournes: 1) 
2} 
3) 
4) 

QopfiW' of In<Sln, 1971. General Boonomla 'l'ablea. 
GOI, Annu,l Suryer or Indu~rl~n. 1971•721 Vol.I. 
001 1 NSS1 29th Round: Dr8tt Report r.ro, 2!JQ/6. 
001, All Indln Report on th, c~nsus ot ~ 
sq-.18 I :iuetrl"l Units ((~72) 1 1977. ' 

S) COl, St.-tt.etlo~~tl Abstr~~tqt, cso, 1979. 
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Table JA,8: ~~ate-wise Estimstes of Net Domestic P!..duct in Rural Sector: 
Household end Non-household (Unregistettd) Menutectur1ng, 1971-72 

(Ra. lekba) 
- - - - - - - - - - - - - - - - - - - - -- - - - ---- - -- -- ---- ---

States Household manufacturing 
' Wr VAu SNDP at SNDP 
' Wt VIr current (rurel) 

prices at cu
rrent 
prices 

Wr V SNDP at SNDP t 
Non-bou=~ld manufacturing • 

wt Ar current (rural) 
pr1cea at 

current 
pr1oea 

SNDP (rural) 
houuhol4 
+ non-house
hold 

-- ------- ----- - - ------------- ----
Andhre Pradesh 0.8368 1.5484 

Assam 0.7521 1.4446 

Bihar 0.8258 1.7127 

Gujerat 0.7375 2.6722 

Heryene 0.8705 1. 2986 

Jammu end 
Kashmir 0.7163 1.3242 

Karnetaka 0.6744 2~0408 

Kerale 0.8714 1.4448 

Madhya Pradesh 0.7597 1.8952 

Mehareshtre 0.7016 2.0719 

Orissa 0.9063 2.3193 

Punjab 0.8289 3.6290 

Rajasthan 

Tamil Nedu 

Utter Prf.ldeah 

West Bengel 

o. 71 25 1. 9020 

0.5987 1.3397 

o. 73 97 3. 5487 

o. 7172 2. 2343 

61,16 46,97 

1 g.17 12,31 

31J5 23,03 

2449 . 13,58 

108 \ 5.93 

178 

36;.7 

17p7 

41,21 

34,70 

12.83 

22.68 

38,21 

5~7 

93.48 

2lg0 

' \, 

5,10 

18,27 

14,56 

25,76 

18,45 

10,35 

12,97 

21,63 

29,17 

41,57 

12,65 

0.4414 1.5484 92,69 

0.4794 1.4446 12,4) 

0.5178 1.7127 31,30 

0.0)62 2.6722 64,19 

0.2637 1.2986 26,71 

0.3102 1.3242 5,13 

0.3294 2.0408 106,00 

0.6584 1.4448 71,58 

0.2311 1.8952 62,)9 

0.1861 2.0719 1),59 

0.5256 2.)193 15,99 

0.2776 3.6290 44,68 

0.3262 1.9020 40,84 

0.3753 1.3397 162,25 

0.4724 ).5487 106,72 

0.3224 2.2343 135,35 

31,32 

4,84 

12,06 

69 

s,77 

1,)0 

20,56 

40,91 

8,54 

1,35 

5,17 

4,28 

8,29 

50,23 

21,50 

23,76 

78,29 

17,15 

)5,09 

14,47 

11 J 70 

6,40 

38,83 

55,47 

)4,)0 

19,80 

1 s. 52 

17,25 

29,92 

79,40 

63,07 

36,41 

- - - - - - - - - - - - - - - - - - - --- - - - - - ------- --- --- ----. ---
Souroes: 1) Census of India 1971. General Economic Tables, B-IV Pert B, 

end Pert C end Establishment Tables, E-II Pert B. 

2) GOI, Estlmetes of State Domestic Product 1960-61 to 1983-e4, 
CSO, November 1985. 

3) Table JA.7. 



1)9 

.TAbla JA.9: State-wise Xatlmatea of Net nomeatla 
. . . Pro~uot 1n Rural Sector: 'Transport b7 

Cthor Meilns' ,1961-62 
(Rs. lakha) - - - - - - _. - - ~ -- - - - - ~ .. --- - -- - --- - --SNDP (rural) States lfr ~ 

nural mmp at - aharo current et current \It prices prloes 

------------------------------
A.P. 0.2)61 1. 7865 0.1475 24,92 3,6a 

Aaaam o.s21a 1.0450 o.s464 - -
Bihar O.S16o 1.2940 0.4S17 16,00 7.23 

CuJarat 0.2643 1.)429 o. 2111 21,11 4,46 

J&l: 0.2741 2.SS11 0.12119 J,S9 46 
Irs rna taka 0.1963 - 0.1963 12,24 2,40 

lterala 0.6)62 1.4929 O.S416 1),20 7,15 

Jl.P. 0.1475 1. 9171 0.1074 12,50 1,)4 

· l!aharaahtra 0.1099 1. SS67 0.0722 62,05 4,44 
Orissa 0.)599 2.)988 0.1899 ),2l! 62 

Pw13ab & 
llllr.rana 0.))47 2.)097 0.1769 '14,)2 21 S6 

BnJaathcn 0.2419 1.146o 0.2176 9,60 2,1) 

Tamil Nal!u 0.1944 1.8111 0.1176 21,S9 2,57 

TJ.P. 0.)72) '· 9495 0.2))) 64,)3 1S,01 

tl,D. 0.1680 1.0567 0.16o4 )6,86 s,91 

- ._ .. - - ----- ------ ... -- .. -----.. -----
N, B. : 'For Aasa:s ent! Ja:u:m an~ Kashmir the nluo ac!c!et! 

~1tterent1als refer to the 7eer 1974-75. 

StY'.lrg~tp: 1) CA~~1s of TnA1!:' 1961. 
Table, B-IV, Pert 0. 

2) aox, Nss, 29th noun~: ~rAtt Repnrt N~. igo/6. 
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,.,_ble )A. 10: &tete-wit:e 1rst1mates ot llot Dooestlo 
__ rroduet ln Rural Seotor: 'Transport b7 

Other Uenna1
1 1971-72 

(Ra. lakb) 

----------~----~~----~---------states Wr !!! Rural SNDP at SNDP (rural) - ahare ourrent at current wt Vr prloea prlo•• 

--~-----~~--------~-------~----
Andh~ Pradesh 0.2597 '· 9258 0.1541 61,)4 12,53 

Aaama 0.4098 1.0450 0.3992 10,6o 4,23 

D1har 0.4205 1.1495 0.)1:170 40,01 15,4d 

Ou3erat o.262S 1.8022 0.1649 65,85 10,66 

H'IJ:T&Da O.'J7rr/ 1.1476 0.)401 21,60 7.35 

Jemmu end 
Xsahtdr 0.)601 2. 5511 0.19)8 10,76 2,04 

Karn~ttaka 0.1664 - 0.1664 )),01 5.49 

.Jeerel8 0.62~1 1.2466 o. 5691 52,)9 29,82 

~adh,a Pradeah 0.1520 2.0212 o.oa1s 36,so 2,97 

!J•h•r~sh~ra 0.1)32 '· 5262 0.0914 1 ss,st 14,52 

Orissa 0.)178 2.4)88 0.1604 14,21 2,26 

PunJab 0.)873 1.7072 0.2702 :Js,s6 9,61 

RaJeathan 0.27o6 1._6455 0.1S40 26,48 4,87 
'l'emll lladu 0.1645 1.66)) 0.1054 9),l•) 9,86 

Utter Pra~e:h 0.2)22 1.4229 0.1753 92,B1 16,27 

West Bwcal 0.2106 1.1092 o.19J7 96,5S 18,73 

----~---~~~--~---~~----~~------
~uroea& 1) Q~nt!tJD of Indln 1971. Oeneral ZOonomio 'l'ablea, 

B-IV Pen A. 

2) GOI, ,NSS1 29th nound& pr~rt Report No. 2~0/6. 

)) COI, ~Rtl~~te§ 2t Gt~te ~~~Rt!g P[2~ug~ 126o-6J 
tg 198)-8 , ~, ~oY~~ber 19d,. 
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T~ble JA.11: State-wise ~atlmatea ot Uet Domoatlo Pro4uo\ 
1n ~xral Saotor: 'Obnstruotion', 1951-62 

(Ra. lekh~) 
~-~--~--~-~-~---~-----~--------Stotaa .!!J: !!1. Runl S:mP at ~ (rural) 

wt Vr ahare ourrcmt et ourrent 
:pr1oo:a prloen 

---~~---~----~~------------~---
An4hra Pradesh O.S90S 2.1659 0.3974 49,24 

As a a 

B1bar 

OuSe:rat 

JS!!:::la and 
lteah:~lr 

o.s327 1.0920 o.s2o1 

o.6)oo 1.0726 o.61JS 

o.s797 1.os29 o.s6o2 

Kama taka 

X:erale 

0.5)96 0.8287 o.sssa 
O.SJS7 2.0611 0.3267 

0.8042 1.6937 0.7074 

Vadh7a PradeSh 0.4692 1.1924 

~shsreahtra o.s2g2 2.6792 

Oris a~ 0.4S40 1. 4659 

P~Job 0.54)2 1.6)21 

Rajasthn!l 0.4574 1.2594 

·T~ll ~a~~ 0.499S 1.~l92 

Uttar l'redeah 0. 5642 1.0275 

~oat Ean~al 0.3694 2.06)1 

0.4256 

o.2Soo 
0.)902 

o.421S 

0.1..046 

0.4146 

O.S57S 
0.2)61 

7,0) 

9,00 

34,72 

2,87 

41,54 

121 CS 

56,20 

69,)1 

24,37 

)1, 9c1 
)),66 

201 S) 

67,45 

47,90 

19.59 

1,6S 

13,54 

S,54 

2],92 

19,41 

9,51 

1),44 
1),6) 

8,51 

37,60 

11,31 

~-~~-~--~----~----------~-~----
N, B.: lor· Aaaem, Jmtr:u end Kashmir the valu«~ added 

41fterent1ala refer to tbe )"&sr 1974-?S. 
~ouroea: 1) Cttnsus at Indlf! 1961. Ottneral EoonoW.o Tables, 

B-I V !>art a. 
2) COI, :u.~, 29th Round a f\r~rt Report ''?· 280/6. 
3) COI, ~~t1m~t~9 ot Stnte Dg~~~tlo P~~t 196Q:61 

,to 19K3-:.:1~ C.';JO 1 ~!ovab er 198 s. 
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TPbl8 JA,12: State-wise Eat1motee or Net Do~estlo Produot 
1n E~al ~eotor: 1 Conatr~ot1on•, 1971-72 

(Ra. letha) 
-~~~-~------~-----~------------stat&a tir !!lr Rural ~rop et S!lDP (rural) 

ii Vr share O\&rrent. at oarrent 
prloea pr1oea -- -- .. -- ._ - - - ~ .. - -·- - - --- ---- - - ----

Andhre Pradesh 0.5009 2.3578 

Ass run 

Dlher 

OuJarat 

Heeyene 

Jammu end 
Kllshmir 

0.6199 1.0920 

0.4399 0.9534 

0.3199 1.452l1 

o.6Soo o.S287 

0.6240 0.7181 

Karnstaka O.S201 2.4515 

Xerala 0.7SS7 1.4107 

~adhy• PradeSh 0.4908 1.2564 

Uaharash~ra 0.4096 2.7716 

Or1asa 0.6331 1.46SS 

Pun3~b 0.6007 1.2064 

BaJasthan 0.5115 1.2)94 

Tanil Na4~ 0.4493 1.2945 

Uttar PradeSh 0.5140 0.7SOS 

Weat Bengal 0.3912 2.1640 

0.5990 

0.4517 

0.2J;46 

0.7194 

o.69BO 

O.)o66 

0.7257 

0.4)41 

0.2002 

O.S36S 

o.ssso 
0.4579 

0.)666 

o.ssz.a 
0.22S9 

106,20 

4),30 

144,91 

93.51 

42,91 

24,3~ 

1)6,63 

40,95 

110,10 

2)),)0 

26,79 

99,69 

67,26 

142,)2 

246,00 

144,51 

31,71 

25,94 

65,46 

22,67 

30,61 

17,02 

41,91 

29.72 

47,79 
46,71 

14,3S 

5S,JJ 
301 SO 

SS,02 

14),86 

33 10S 

~---~------~--~~-~--~----------
>::"1j2uroesl 1) .Q!nr:Js ot Indlft 1971. Qeneral J:conor:do Tablea1 

.B-1 V Pert A. 

2) GOI, NSS, 29th Bound: Dr.-rt Report n,.,, 260/6. 
3) aoi, Est1M't~8 qt 6t~t• Dn~?fttlo Product 

. 196Q:o1 to 1983-84, cso, NoTember 1985. 
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~~ble ]A.1]: State-wise Xatlmatea ot Net Domeatlo 
Produot ln Barel Seotor: 'Trade, ~tala 
end Rostcuranta1

1 1961-62 
(Ra. lakha) 

~--~-~-------------~--~~-------State a .!!1 
Vr 

Rural SNDP at ~~P (rural) 
ahara ourrf'nt at ourrent 

pr1oea prloes 
-~--~-----~-~------------------
Andhra PrAdesh o.sas1 3.0021 0.3223 

Assam 0.6262 1.2573 

Bihar o.6664 2.2752 0.4675 

GuJaret. 0.3839 1.5103 0.2921 

Jeu:mu a:1d 
l:aahm1r 

ltarnatako 

Xsrala 

l~aharoshtra 

Or1eea 

0.3695 1.6411 

0.4098 2.7337 

0.2655 

o.6<J()g 

2.7461 

2.6868 

2.635~ 

PunJeb end 
Ha~ana 0.3932 ).26)4 

2aJaathan 0.4S57 2.6729 

!am11 Nadu 0.)848 ).0409 

Uttar Pradoah 0.4846 2.g521 

Weat nengal 0.)412 1.)52) 

0.26)1 

0.1996 

0.4078 

0.19S6 

0.1136 

0.4551 

o. 'l6f/ 

0.2)85 

0.1706 

0.24./9 

0.2769 

7,1) 

75,)2 

51,12 

59.90 
62,05 

20,63 

8?,st 

63.90 

1)·1,91 

304,70 

171,)4 

33,67 

t,sa 
15,03 

20.8S 

11,90 

7,36 

9,)9 

14,SO 

1S,24 

221 50 

?S,Sl 

47,44 

-~~--------~-----~-----~--~---~ 
LA·: For .Asnam and Jammu en4 Kaahm1r Vu./Vr rete-.r: tQ 

ths year 1974-75. 
F'!Ot~rt.tess 1) O~~tn!lnU' ot Int1lg 1961. Qenurnl Eoonom1o 'l'able8 1 

B-IV Part O. 
2) GOI, NS3, 29tll i.lou.ndl pl."t!tt Repoz:t No, 2~0/6, 

- 3) 
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'1'111ble 3A.11t: State-wise Xat1matea ot Uet Domeatlo Pro4uot 
ln Rural Sector: 'Trade, Dotela and 
Reatauranta•, 1971-72 

(Ra. lakha) --- --- ~-----~------------------States wr 

* 
Rural. s:ml' at mmP (rural) 

it share our rent at current 
prloea prloea 

~-~-~~----~-------~------------
Andbra Pradesh 0.4968 ).2)81 0.2)37 331,49 77,47 

Assam o. 5534 1.2575 0.4963 76,30 ~a.s6 

Bihar 0.4')20 2.021) 0.)239 13),96 43,39 

OuJarat 0.313) 2.0266 0.1838 299,10 54,97 

Har,'Bna 0.3695 2.8592 0.1701 78,62 1),41 

lam:Jr.J and 
Kashmir 0.3616 1.6411 0.2566 2),)2 5,98 

Xarnatab 0.)609 ).31.38 0.1456 170,99 24,90 

Kerala 0.7122 2.7.782 0.4711 161,3) 76,00 

Madh7a PradeSh 0.)620 2.89)0 0.1640 184,50 )0,26 

Uaharaahtra 0.222.5 2.5a5a 0.0996 562,28 56,00 
Oriaaa 0.5801 ).0904 0.)089 SS,15 26,)0 

PunJab 0.)157 2.412) 0.160.5 196,60 )1,55 

RaJasthan 0.4077 ).8))2 0.1522 190,06 28,9) 

Tamil Na4u 0.))47 2.7931 0.1526 379,80 57.96 
Uttar Pradesh 0.4149 2.0610 0.2541 41),)0 105,02 

West Bengal 0.)0)7 1.419) 0.2)51 4)),01 101,60 
- .. - ~ .. - .. - - ... - - -- .., ..... - - - .. - - .. - - - - ---
!'~ur!lel: 
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T~ble JA.15: State-wlse Estimates ot Net Domestlo 
Produot ln Dural Sector: 'Other SerYlce•'• 
1961-62 

(Ba. laths) ------- ~ -- - - - - - - -- - -- - ~ - - ·- - ~ ~ - -States ~ !!l Rural SNDP at :irJW (rural) 
't Vr share ourrent at ourrent 

prlaes prlaea 

-------------------------------
Andhra Pradesh o. 6602 ).0461 0.3894 72,99 28,42 

As a am 0.7)08 1.o6o6 R.A. 

Blhar 0.7662 1.901 s 0.6]24' 92,00 S8,22 

GuJarat o. 5041 1.)03lt 0.4)82 68,00 29,60 

lam::u and 
Kashmir 0.4616 1.)620 0.]829 6,)S 2,4) 

Kama taka O.S49lt 1. 7817 0.406) )),15 1),47 

Xerala 0.816) 1.9956 0.69()1 42,0lt 29,01 

~adh7a Pradeah 0.6)88 1.9264 0.4786 )8,00 18,19 

l:abaraahtra 0.3742 2.6881 0.1820 . 108,)0 19,71 

Orissa o.ss6o 2,0754 0.7412 42,1) )1,2) 

· PuDJab 0.6546 2.6844 0.41)8 31.90 15,68 

RaJasthan 0.5871 1.0001 o.ss11 )6,92 21,68 .. 

Ta:ll Nadu o.66S7 4.2754 0.3178 11),32 36,01 

Uttar Pradesh 0.6852 ).6225 0.3753 142.o6 5),)1 

-eat Bengal 0.5180 1.8406 0.)686 102,10 37,6) 

.. - -...... - - ... ----- --- ---.. - --- - - _. - --
!!r.l!t.: Aaaa, GuJerat, Jammu end Kaah:nlr Vu/Vr reter to 74-75. 

~urszes: 1) ~~8us nt In~l~ 1961. General Xconomlo 'l'ablea, 
B-1 V .Part c. 

2) COl, NSS1 29th Round: ~~t! R~gtt N~ 1 2~Ql6. 

- 3) COl, Estl"~te~ nr St~t~ Dom~ntlg PlQdugt 
1960-61 to 1983-a4, cso, NoYcmber 198~. 
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Tt~tble JA. 16: state-w1aa Xst1matca ot Uet Domeatlo Product 
. - in Rural Seotor: 'Other SerYloea•, 1971-72 

(Ra. letha) _____ .. ___ .. ____ -------------------
states Wr !!l Rural ~'lDP at SNDP (rural) -'t Vr ahara current at current 

prloea prloea ---------- ... ---~----------------
Andhra Pradesh o.64)3 ).6153 0.332S 139,8). 46,53 

Assam 0.7440 1.o6o6 0.7326 43,10 )1,57 

Bihar o.651S 1.6896 0.5256 65,75 45,07 

Cujoret 0.3S7B 1.)034 0.2995 1)3,13 39,67 

HSJ"78D8 o. 5481 2.2)24 0.)521 40,24 14,17 

lemmu end 
Kaebmlr 0.491) 1.)820 0.4111 17,63 1.33 
Xarnataka 0.56)6 2.1173 0.3208 97,6) :U,32 

Eerala 0.716) 1.6649 0.6026 1)7,82 8),05 

U84hJS Pradesh 0.4612 2.0)29 0.2963 10),90 30.19 
:L'.aharashtra 0.)450 2. 5899 0.1690 29),67 49,6) 
Orissa 0.7476 2.1076 o.5s42 46,7) 27,)0 

Pun~a'b 0.4417 1.9S4Z. 0.2850 75,19 21,43 
Ra~aathan 0.5247 1.)994 0.4410 90,ss 40,06 

!'amll Nedu 0.4937 ).9295 0.1938 147,24 29,'r/ 
Uttar Pradesh o. 5796 2.6448 0.)427 232,68 79.74 
Weat Bengal 0.4120 1.9309 0.2~) 194,80 51,87 

----~--------~-~-~~------------
Souro~a: 1 ) Censue of Ind18 1971. General Eoonomlo 

Tables, B-IV l)art A. 

2) COI, NSS, 29th Bouncl: Dr~tl R~~~tt Ng 1 2gQl6. 

- 3) 



T~ble JA,17: Freotlle Oroup-wiae D1atrlbut1on or Souroes or Funds, 1961-62 end 1971-72 

-- - - ~ --~ -~ ~ - --- ~ --~ ~ -- --- - ~ -- - ----- ~ --- ~ --- ~ -- -
:rreotlle ~silgulturn ~n~ Allie~ Af~1Jltl~s UC'n-~e:rloultgrAl J-otlYltl!ls 
Groups Income troc CUltl- Wese- nooce from Income trom Waso-incomo 

Yat1on en4 Selt• Agriculture and aelt-e:!lploJDLent 
ecplo,-ment in allied aot1Y1t1es 
L1Yeetook 
1961-62 1971-72 1961-62 . 1971-72 1961-62 1971-72 1961-62 1971-72 

-----~--~---~~~~~--~-------------------~-~----
o-20 s.s 5. 2 30.0 31.0 10.0 1o.s )0.0 )1.0 

2D-40 9.4 10.0 22.0 24.4 1 s.o 12.7 22.S 24.4 

40-6o 1).0 u .. 6 19.4 . 17.6 17.0 1 s.s 19.4 17.6 

6o-eo 20.Q 18.5 1 s.g 1).9 19.8 16.5 1 s.s 13.9 

S0-100 51.0 S1. 7 12.0 12.9 )8.2 44.S 12.0 12.9 

All lreoUle -Groupe 100.0 100.0 100.0 100.0 100.0 100.0 100.0 1CO.O ~ 
~ 

Glni 
Coetticlent 0.42S2 0.4)SO -0.1666 -0.16!8 . 0.2874 0.33S8 -o.t66S -0.1688 

- ~ ~---- ------ --~-- ~ -.-- ~----- ~-- -.-·----- -~--- ~-----

Contd. 



T~ble JA.17: (Contd.) 

~ ~ - ---- - ~ -~ - - - ~ - -- -- ~ --·- ----~ ~ ------~ -~ ------ ~ 
Fraotlle Groups 

Irtflltltutlonfltl 
1961-62 1971-72 

-~--~-~-----~-·-------~~~----~-~-~------~---~ 
0-20 2.S 2.8 6.6 6.7 s.s 4.8 

20-40 s.o 4.0 10.9 11. s 9.) 7.8 

4o-6o 10.7 7~7 16.1 16.1 u .. ? 12.0 

60-80 18.7 19.6 22.1 25.1 21.) 22.4 

S0-100 6).1 65.9 44.) 40.6 49.2 S3.0 

All rr~otlle Qroupa 100.0 100.0 100.0 100.0 100.0 100.0 

Oln1 Coettiolent 0.5946 0.6)02 0.6812 0.67)1 0.4114 0.4794 

----------~---------~~---------~------------~ 
N, B, 1 Olnl Coettlolenta ere oomputed trom Lorenz Cun•~· 

~QU~nefll: 1) Bl! 1 AIRniS: 1961-62 (Unpubllahed 4ata).eDd RBI Bulletin, Vol.19 (Sept.196S). 

2) RBI, AIDtS: 1971-72 (Unpubll.ahecl data). 

l) BBI, AlDIS: 1971-72, 1978. 



'!'Able JA. Hh Fraotlle Group-wise Dlatrlbutlon or Uaea or lunda on Capital 
Aooount, 1961-62 ·and 1971-72. · · 

__ .. _ .. ___ .. ________ ---- - --- --- -------- -- ~ ~ - ~ -- ~ ~ --rraotile tbi~igel Inve~~mentg 
Groups F~rm Bum.nefll8 _rron-Arn H.-tt~identlel · Dur~bl& H~1Je@l]~ls1 

-···J?uolne,...! 9nnstruotton Aeflle!s 
1961-62 1971-72 1961~~~-.:--1911-72 19o1-62 1971-72 ·1$61-62 1971-72 -- - - - -- - ~ - - ~ - - - - - ~ - ~ ~ - ~ - - ---- ---~ ~ -- ~ - ---- ----

0-20 ).0 2.9 2.4 2.4 4.s 5. s ).0 4.2 

20-40 7.S 7.6 4.7 4.6 7.) 8.7 s.o 9~0 

40-60 12.0 1).0 7.9 11,S 11.2 12.0 S.5 14.3 

6o-so 20.0 18.0 15.5 11.4 17.s .19.6 16.) 18.9 

80-100 S7.S sa. 5 69.5 69.6 59.5 S4.0 67.2 5).6 

All Fraotlle -Croups 100,0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 .J:-
~ 

Cln1 
Coettlolent 0.540 0.5544 o.65S2 0.6430 o. 5284 0.4630 0.6420 0.4616 
---~---- ... ___________ ,.. ___________________________ 

(Cont4.) 



~~bl~ JA.t6: (Contd.) 

-~---------------------~------~-------~---~ Freotlle Oroupa lln~nqlftl ~~Tlngs 
Form~l IntorMftl 

1961-62 1971-72 1961-62 1971-72 -- -- ~ -- ~ ~ ----- ~ - --- -~ ~ - --- -- - - ------ - --
20-40 

. 40.;,.60 

60-80 

S0-100 

All Freotlle Oroupa 

Clnl Coettlolent 

1.8 

s.7 

s.o 
1).0 

71.5 

100.0 

o.6S62 

s. s 
?.S 
9.5 

20.0 

57.5 

100.0 

0.5370 

1. 2 2. s 
2.) 2.5 

s.s 7.0 

11 .. 2 1).5 

76.8 74.5 

100.0 100.0 

o. 7lta6 0.7030 

,.._ ---- .. ----- ~ .. - .. -~ - .... -- .. - -.... ----- -.. -~ -- .. -
N, B. s Clnl Coettiolenta are computed from %4renz Cune1. 

Sguro8s: 1) RBI, AIRDIZ: 1561-62 (Unpubllehed dats).eDd RBI Bulletin, Vo1,19 
(June 19M). 

2) BBI, ~DlRa 1971-72 (Unpubllahed deta) 
) ) RBI, AlDIS: 1971-72, 1977 

-"' 0 
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'l'~~tblA JA. 19: Estimated NumbP.r ot · · · Rural Cultlyator 
-- Households, 1961-62 and 1971-72 

(iu 000) 

-~~----~----------------------Statea 1961 1971 
- ~ - - - - - -- - - - - - - - - - - - - - - - - - - - - -
Andhra Pradesh 40,90 (65.4) 41,24 ·(61.6) 

Assam 15,40 (75.4) 1 s. 8_1 ( 81 • 6) 

Bihar 59,74 (7S.2) 69,)8 (1!0.4) 

Cu3arat 19,16 (67.ti) 24,1 s (64.0) 

Berrana - 6,35 

Jenu:u end Xashmlr 4,ss (91.2) 5,24 (93.9) 

lt.ornataka -24,73 (73.3) 2a,67 t6S.7) 

Korala 20,15 (60. S) 23,36 ca9.7) 

radhJ'D Pradeah 44,24. (71!.8) 48, so (62.0) 

J:aharaahtra 37,6S (68.2) 41,12 (6S.6) 

Orissa 23,80 (71.1) 2S,3S (77.2) 
Pun3ab 16,29 (58.4) 12,99 (49. 9) 

Ralastban 27,17 (66. 7) 27,18 (86.8) 

Tem11 Uedu 34,21 (63.0) 35,64 (SS.lt) 

Uttar Pradesh 96,79 (SO.O) 1,o6,66 (77.~1) 
West Bmgal 32,9a (67.0) 40,01 (6S.S) 

Others s,?s 9,40 

All-Inctla s,o.),S1 (73.4) s,s?,?o (72.4) 

------------~-----------------
N,B.: 1) ~lgures ln parantbeaea denote oult1Yator households 

as percentage or rural households. 
2) ~igures or Ass~ end PunJab are lnoluslye ot 

Ue;haleJa ~4 ber}ana res~eotlYel7. 
l) In 1971-72 eatlmated number ot rural household• waa 

lower tben the census number or households b7 ).0 
per oent. 

§?ur~e: REI, 'Pattern ot Aaseta or Rural HOuaeholds1 1961-71' 1 Start Oooaalonal Papers, Vol. 2 (luna 1977). 
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CHAPTER IV 

mco,m, SAVING, INVESTJlEtfT A?."D l":NAN'CIAL l"IJlWS OJ' 
THK RWAL FAR\f HOUS'f..HOLD ~ll<~C'IUH, 19§1-62 A~D 1971-72 

In tbia chapter we anal7se changes in lncome, senng, 

inTestment and financial flows ot rural cultiTator households 

at all-India and state leyels and tor tractlle groups. Slnce 

we baTe eatluated the SAUl' accounts onl7 tor two 7ears, Yiz., 

1961-62 and 1971-72, our anal7a1s is primar117 baaed on 

compar1so~ ot the two point data. HOweTer, in addition, 

wherever possible, en attempt ha a been made to supplement our 

analysis b7 reterr1Dg to the data from external sources. 

Another espect that has been anal7aed with tbs help ot 

cross-eeot1onal data is or inter-relatlonahlp between 

income, saving, lUYestment and financial tlowa tor the two 

bench-na11c years, Tiz. 1961-62 and 1971-72. 

In section 4•1, an anal7sia ot growth aDd compoaltlon 

ot income has been presented. Sections 4. 2 and 4.3 deal 

with saYing and ita oomposltlon. A briet analJaia ot net 

tinanclal flows into rural cultivator households' sector 

is presented 1n seot1ona 4. 4 and 4. 5. 

4. 1 INCOlm: GROWTH Am> CO JI.R)SITION 

ATenge income per cult1Tator household, at current 

prices, 1a est1n:ate4 to baTe inoreased from Rs. 1,4)S.6a in 

1961-62 to Rs. 3, 12a. 12 in 1971-72. When deflated b7 

cona1mer price index ot agricultural labour (base 1960-61 • 



1 '}) 

100), this incresse works out trom Rs. 1,424.4) in 1961-62 

to Rs. 1 ,S64.06 in 1971-72, implying en ennunl coopounc! 

growth rttte or less than 1 p8r oent. It ls nlao noticed 

tba t different component s ~ incotil8 ba Ye ehO\YD dlrterent 

rates or srowtb (see Table 4.1). Out or these, income trom 

wages end sAlAries ln non-tam oocupatlona recorded tht 

hishest B:'lnual co"!llpound growth rate or 1. 96 per cent, which 

cou:e a to more than twic a the growth rate or tam incor~«t ftt 

o.81 per cent per annum. non-tam income from selt

emplo7ment, on the other hand, lnoresaec! only Rt 0.44 par 

cent per annum. Aa a rea1lt, the combined ahere or wages 

and sala rle a ln tot&l lncom went up, trom 7. 65 to S. 47, 

vm1le tbr.lt ot agrl.cultunl income Me! or non-agrloultural 

income declined b7 o. sa md o. 2) percent age points 

respectively. (Table 4.2). 

Orc.wnt.h of' Unn-~grloulturAl Inoom& 

Data on per oeplta real lncom or cultiyetors from 

selt-emploJl!lent 1n dltterent n.on-agrlculturel induatr.r 

groups are presented ln Table 4. 2. 'l'bey show that 1ncoJH 

from all lndust17 groups except other aerYlces 1noreaoed 

at en annual compound growth rete ranging front 1.40 per 

cent per annum to 7. 74 per oent per snnum. Per oap1ta 

income fmm other serTioea, on the other hand, deol1ned 

smrply trom Rs. 19.26 in 1961-62 to Ba. 7.65 1n 1971·72. 1 

Furthermore, when the 1ndustr.y group 'Other Servioes' 
-

ls excl\.ded trom tbe serY1oes seotor (i.e. lntrP.structure 



T•blA 4,11 AYerege Per IIousehold Income ot Rural CJ.ltlyetora ln current 
. end constant (1960-61) prloes: All-Indle 1 1961-62 and 1971·72 

(Rupees) --- - ~ ... - .. ,.-~--- ----~~-~----~-~---~~---~~---~ --Souroe Prr rrous~hold Inonn2 pt RttrAl Qult1- Annllel Co:npowtd 

( 1) 

'YIIItore 
At ourrent Pr1oe~ 
1901-62 1971-72 

(2) ()) 

Growth of Rural 
Income (~) * · 

-... 
(6) 

~-------------.-..--- ~ .. - - -- - -- ~ - ~ -- -- - - - - - - ~ - - -~ . i 

1 • .Agrlc~ltura and Allied 
Act1 vi t les 12S7, 24 

2. Non-agrlcult ural 
.Aotl rl tles 

1) Selt emplo~nt 

11) Wages am Sslerlea 

), 'I'otel Non-agriculture 
(1 + 11) 

.. 
4. Tot el Incorrs (1 + 3) 

71.~ 

110.14 

147.60 

26+.86 

181.44 412.46 

143a.6S 312a.12 

?O.S9 

109.0.5 

: 

7).80 

1)2.4) 

179.64 206.2) 

1414.43 1S64.06 

0.4.5 

1. 96 

1.)9 

0.94 

--~~~~~-------~---------------~-------------
* Computed using columns 4 and s. 

N, 8,: Computed trom Teble ).)9. Deflator• uaed are consumer price index 
or agricultural labour (196D-61 • 100), 
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Jeble ;~: Per CepltA Re~l Inoorne or Rur~l Cult1Tators 
trom Self-employment 1n Dltterent Induatr,r 
Groups, 1961-62 and 1971-72 

(Rupees) --------
_ ... _______________ _ 

Industry Omup Per Capita lnooce Annual Compound 
at 1960-61 Pr1aes Growth Rate (~) 
1961-62 1971-72 

(2) (3) (4) 
-~--~~~~~---------------------
1. J'1sh1ns s.·oo . 
2. Un.regls tared 

t.:enuteoturlng 22. )2 

). Tot el Co-:rnnod1 ty 
Proaucicg Industries 
(1+2) )0.)2 

4. Trensport by other 
~e~s 1.)0 

5. Construot1oa 1. 9S · 

6. Trede end Hotels 17.76 

1. Other SerT1oes 19.26 

8. 'l'ot el Servlo es 
( 4+ 5+6+7) 40. il7 

9. 'l'otBl ()+8) 70. 59 

)5.62 

2. 74 

2.SS 

25.24 

7.65 

)8.18 

7).80 

7.74 

2.72 

J.SS 
-0.09 

-0.5) 
).81• 

0.44 

------------------------------
* Excluding the lrdustry gmup 'Other Sorrtoea'. 

N.B.: 1) Growth rates ara based on 1961-62 and 1971-72 
. dfttft. 

2) Detlatars used ere oonaW!I)r prloe index ot 
agricultural bbourera. 

~~urea~: T~ble8 ).11, ).12, ).1), ).14 and )A.19. 
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Tt~tble 4.3: Percentage Distribution ot Wege-Incoma ot 
Rural CultlYetor llouaebolda trom D1tterent 
IndustrJ Croups (Orgenlsed Seotor) 
19b1 -62 em 1971-72 

-~--~---------~~-~--~------~ Indust~ Group 1961-62 1971-72 
(1) (2) (3) 

- - ~ - ~ - - ~ - - - ~ - - - - - - - -- - - - - - - -
1. J'orestry and logging 4.0S ).10 

2. ttn1ng ant qua rr7lng 7. 2S ). 42 

). Manutaoturlng (Registered) 

4. Cons truotl on 

S. Eleotrlclty, gaa end 
water supply 

6, Re1lweya 

7. Transport b7 other means 

8. Comll'lun1ost1on 

9. Bmklns am Insureno e 

1 0_. Rea}. estate 

11.. Publlo Aclnalnlatratlon 

12. Otb er Servia ea 

13·, Total 

16.S2 

16.)9 

1.66 

S.29 

1.96 

1.72 

1.)6 

0.07 

22.65 

19.0) 

100.00 

16.3S 

21.93 

).48 

).10 

'· 96 
2.9S 

0.14 

24.o6 

17.46 

100.00 

- - - - ~ -- - - -- ~ ~ - ~ ~ ~ - ~ --- - - - - --- -
N,H,: Compiled tmm Tables ).16 and ).17. 
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sub-section), the inoom tmm the serrl.ces sector shows • 

higber growth rate than by tba commodl ty-prodacing sector. 

Industry group-wise compos1 t1on ot wages and 

salaries ot rural cult1Yators gives a elmilar picture 

(Table 4.)). That is, it shows that tbe sbtllre ot wage 

income trom serYlces sector went up t.blle wage income trom 

cotmnodl ty-produol ng sectors deolined in 1971-72 oYer 1961-62. 

Growth nf' Agrl. oulturel Inoome during the D~cede 

An analysis or composl tion and growth ot income 

presented so tsr is baaed on t., point data, 'Yiz., 1961-62 

and 1971-72 tor llb.lch we have estimated SAUl statemants tor 

the tarm household sector. Ha.veYer, the share or rural 

cultivator household a in total agricultural income baa not 

cha~ed over the decade (see Table ).)). We, theretare1 

em construct a tlm aeries ot incom earned b7 rural 

cultivators tmm agriculture end allied act1v1tlea wdng 

tbe data on income generated in agriculture mld allied 

ectlvltles published b7 the cso, am assess the trend rate 

or growth. 

The compound trend rate or growth or the net real 

income (NDP) generated in the agricultural sector waa 2. 2S 

per cent per mnum. (Thls growth rate is estimated using 

the regression log Y • log A + bt). Growth rate ot 

cultlYetor population on the other ham was 1.35 per cent 

per mnum. Thus 1 the average real per capita income or 

cultlyators inore8aed at a rate or 0.90 per cent per ennum. 



'l'hls modest rate or growth can be lergel7 attr1bute4 

to 1mprOYed produot1 T1t7 per hectare 1n agriculture (OOI, 
2 

1976) • 'l'hls improYement in per hectare 7iel4 came most17 

in the form ot extension of irrigation and, alnce mid

sixties, the spreed ot HYV te~ology ln some better 

enda.wed reglons. 3 HoweYer, the leYela of growth acbieYed 

continued to be extremel7 unnen among 'Yar1ou.s atatea. We 

shall return to th is shortly. 

4.1.1 Growt~ An~ Co~poeltlnn nf 'tnc~ or Dtrrerent 
Fr11totile Groups 

The data contained in Table 4. 4 (la at row) on growth 

rates ot income of dltterent trectlle groups or cultiyator 

households show that the rate of income inoreose waa onl7 

marginal (i.e. 0.35 per cent per annum) ln the case or 

botto'O 20 per cent of cult1Yator bousehol4a. Whereas tor 

the remaining olesaes (except the lest but one olaas, ylz., 

60-SO) the growth rate or per household real lnoome range4 

between 1. 25 per oent to 1. )8 per cent per ennuM, per 

houeebol4 reel lnoome decreased in abtOlute terms ror the 

trectt.le g10up 6o-ao. 
A conequenoe or thia dlrterentlal growth rate in 

per oeplta red lncoma or the two extreme end a or the 

41stlibut1on waa the margl.nsl widening ot the g~ between 

the incomes of the t110 rraotlle gmupa. t.blle the aYenge 

annuel lncoms or the latter was higher than tbo aYerage 

annual income or the tormer b7 3.45 tlmea in 1961-62, lt 



'l',..bl.- 4.4: Cocpos1tion ot Income or Rurel Cultivator Households in ditterent 
rr.,otlle Groups, 1961-62 and 1971-72 . 

---- -~--~-- .. _ ............ ._ --- ........ - .. -.... -- .... -- .. -- .......... -.... ·--
Freotile Oroup 0·20 20~ to-6? 60~~0 · ~0-100 All o'I!iu;8 
Souroe 1961=--1971- 196r:--T971- 196 - 971- 1961- f971- 1961- 1971- 1961-9 1-

62 72 62 72 62 . 72 62 7~ 62 72 62 72 
(1) (2) (.3) (4) . (S) . (6) · (7) · (8) (9l (10) (11) (12) (13) .. ~ --- - - -- -- - .. - -- - .. - .. - ....... -...... - - ... -........ -,- - - --- - - .. -- - - - -

1. """ Inogm:t 

i) Cult1Yat1 on 
am Llve
stoolc 

il) Weges 

2. Total Farm 
(1+11) 

34.14 33.47 51.01 54.29 61.54 68.97 7S.04 77.41 68.11 88.22 70.42 72.66 

42.53 )8.88 R9.81 2S.SO 22.12 16.)1 13.73 11.33 4.99 4.29 16.97 14.15 

76.67 72.)5 60.82 80.09 8).66 85.35 aS.77 SS.74 9).10 92.51 87.39 86.81 

1) Selt-emploJ- . 
ment 4.14' 4.)9 5.73 4.48 5.41 4.85 5.0) 4.88 . 4.65 4.9) 4.95 4.72 

11) Wages eD1 
Salaries 19.19 2).25 13.45 15.43 10.9) 9.80 6.20 6.78 --2.25 2.56 7.66 8.47 

4. Total Non-Farm 
(l+il) . 23.33 27.65 19.1S 19.91 16.)4 14.65 11.23 11.26 6.90 7.49 12.61 13.19 

5. 'l'otel Inoom 
(1+3) 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 

6. Per Household 
lnoom (Bt 1960-
61 prices) tmm 
Fem and Non-
J'ana Aotl Tl tl~ 852.26 882.60 ~4.23 1046.73 tlS9. 54 13)2.80 1)90.19 1357.99 290). 2) 3))1.14 1424.43 1561.. 06 

(Cont4.) 



Table 4.4: (Conte!. ) 

---------------------------------------------------
( 1) (2) (3) (4) (5) (6) (7) (8) ( 9) (1 0) ( 11) (12) . (13) - - - - -- - - - --- - - ... - -- -- - - - - - - - - - - - - - - - - - - - - - - - --

7. Annual Compound 
Growth Rate .. 0. 35 ... .. t.2§ .• ·~ 1 .• 28_, -0.23 

-------------------------------------------
N,B,: 1) Comp~led tromTabl:-es3.11J and 3.41. 

2) Grc:M'th rates are computed using average income (at 60-61 pr1o es) in the 
years 1961-62 and 1971-72. Income 1 s detlated using consumer price iD:lex 
ot agrl culture! labourers ( 1960-61 • 100), 

0.94 

------



. T,_ble 4. s: Fr.-otile Oroup-wise D1str1b\ltion or Value ot Assets, Lend under 
Pereon8l CUltiTet1on and Owned Lend under Personal CUltiYe.tlon 
or Rural CUltlTator Boueeholde1 1961-62 and 1971-72 

------------·-------------------------------rraot1le Oroup 

( 1) 

V-.I. !j!e of A~u•et A 

1961·62 1971-72 
(2) (3) 

Owned L~n1 und ftr · 
P~rAon~l CultlT~tlon 
1961-62 1971-72 

(6) (7) ---------- .. -·--- .. ----~--------------- ... -------
0-20 

20-40 

40-60 

60-SO 

S0-100 

2.0 

s.o 
10.0 

18. s 
64.s 

All Fraot1le Groups 100.0 

2.0 

s.s 
10.S 

18.7 

6)~0 

1oo.o· 

s.s 
10.7 

1 s.7 
22.7 

4S.1 

100.0 

6.0 

9.0 

14.9 

21.6 

100.0 

2. 2 

7.6 
1).2 

22.0 

ss.o 
100.0 

3.5 

s.s 
14.0 

2).0 

s1.o 
100.0 

------~----~~----~----~-------------~----~--
N,B,: Compiled tmm RBI 1 AIRDIS: 1961-62 1 RBI BJlletln, Vol.19 (June 196S). 

::;~ur(?ftS: 1) BBI 1 AIRDIS: 1961-62 (Unpublished data) 

2) RBI 1 AlDIS: 1 971-72 1 JulJ 1976. 

3) am, AilliS: 1271-12, Apl'il 1975. 
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was 3.7 tlmas higher in 1971-72. In this context lt needs 

to be noted that there was a shltt in the 4lstrllnltlon or 

land umer permnal cultivation in tavour ot the upper

moat claaa. Its share in the total lnoreased trom 4S.1 ln 

1961-62 to z,a.s in 1971-72 (see Tabla 4.S). 

A decline in per caplta real lnooma ot the trectlle 

group 60-SO noted above needs some explanation. Although 

the share or thla olass 1n land uDder pereonal oultlvatlon. 

deoreaaed ao:a.nhat, it dl4 not happen onl7 ln the oaae or 

this gro~p (aee Table 4.S). Thus t~e reduatlon ln the 

productive base, Ylz., land oennot provide an adequate 

e%plenstion~ '~earer, lt cannot e%plaln the tall ln non

term end wage inoomes. Inoldentall71 it ma7 be ot interest 

to note .that this class got 8 larger proportion ot loans 

trom inatl tutional a a well a a non-lnstl tutlonal eources ln 

1971-72 tban in 1961-62 (see ~able )A.17). 

It bas been noted earlier (see footnote Uo. 8 ot 

the third chapter) that the :rraotlle group-wlae estimates 

· ot lnoome are derived usi06 asset group-wlae dlatrl butlona 

ot income tl'om the RBI aurve7a. In 1961-62 aurve7 1 tbla 

tractlle group (viz., 60-SO) colnclded wl th 8 single olaaa 

having aaaet Yalue Rs. 51 000 to Ra. 10 1 0001 whereas ln 

AlDIS (1971-72), it contained two asset classes, with value 

ot assets between Rs. 10,000, Ra. 1S,OOO and Ra. 1S,OOO to 

Rs. 20,000. l'batever errors exist in the survq estimates 

tor different olassea, will be reflected in our estimates. 
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noweYer, the RBI surYeya do not proYide esticatoa ot 

standard errors. Against tbia background we mft7 onl7 

conjecture tbat the aboYe phenomenon, Ylz. decline ln real 

income or the class 6o-So, 1a ctue to data problema ln the 

RBI SUrTe)'B. 

Tm other noteworthy reaturea ot oompoal tlon end 

diatrlbutlon o'f Income ot t'ractlle groups are to be noted 

here. J'lrstl71 wb1le the oompoa1t1on ot lnoome ot all 

otber ola sse a remained the same, the share ot non-teraa 

Income in total income ot the bottom 20 per cent ot the 

households increased from 2).)) per cmt in 1961-62 to 

27 .6S per cent in 1971-72. Seoondl71 the dlatrlbutlon ot 

1noome hom 11Yeatock has shifted in f&YO\Ir O'f the bottom 

60 per oct or the households. Their share ln total Income 

from liTeatook rose by 2 percentage points trom )2. 2 per 

cent in 1961-62 to 34.5 per o.ent ln 1971-72. As egalnat 

this, tbe dis trl. but ion ot egrl cultural Income baa remained 

unaltered (Table )A.17). 

4.1.2 St~te-wiBe Orowth Pftttern of Inoom& 

The taota mentioned below emerge trom the estl1111ttes 

ot per capite real lncoma end growth rates tor ditterent 

states presented in Teblea 4.6 and 4.7. In both the 7ears 

Andbra Pradesh, GuJant, Karnataka 1 PunJab, RaJaathan, 

Tamil Nadu and West Bengal had per capita 1noome higher 

than all-ID11a ayerage while per capita income in tlTe 
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TAble 4.6: Per Capita ReBl Inoome ot Rural Cultlyatora 
in Dltterent states, 1961-62 end 1971-72 

-~-~~--------------------------s. 
No. 

Stete 

( 1) 

In eo""' tm m 
.l;:;rt ou 1 tur-.1 
A~t1 ntiftR 

(Hs.) 
1961- 1971-

62 72 
(2) . . tU 

Innnm-. tror'!l Tnt"l Inao"Wt 
Non-.-grl ou 1- (Ha.) 
turAl A~tln-
tleR (Hs.) 
1'9'bf- 1971- 1961- 1971-

62 72 62 72 
(4) (5) (6) (7) 

~----~--~---------~-~--------~-
1 .tndhn 

Predesh 244.00 )09.67 )5.)1 24.59 279.)1 334.26 

2 Assam 187.01 174.85 - 214.96 

3 Bihar 1)).47 1)6.73 40.16 29.71 170.6S 166.44 

4 GuJaret 247.23 )62.16 )1.1) 25.)6 278.)6 )67.52 

S Jammu end 
Ke8bm1r 188.97 214.12 28.42 81.1) 217.)9 295.25 

6 Kermtaka 249.64 252.75 25.65 )).44 275.29 28).19 

7 Kerala 165.76 147.89 52.34 92.35 218.10 240.24 

8 lfadhn 
Predesb 17).~ 187.26 21.84 26.)8 194.88 21),64 

9 Yaharashtra 2)~.89 162.01 29.15 )2.18 268.04 194.19 

10 Orissa 162.16 165.1) 37.64 19.39 199.80 184.52 

11 PunJab )10.)5 609.80 17.97 21.75 )28.)2 6)1.55 

12 RaJasthan 227.96 244.76 47.10 ~.24 275.06 27).00 

13 Tamil Nadu 256.)0 26o.os 33.91 62.72 290.21 )22.60 

14 Uttar 
P:redesh 186.72 197.78 28.2) 24.10 214.95 221.88 

15 West Beng8l 224. 67 251.40 68.00 51. 27 292.67 )02.67 

All-India 21).51 2)2.90 )0.82 )6.78 244 • .33 269.67 

--~----------~--------~-~------
(Contd. ) 



165 

TJ~Jble 4. 6: ( Cont d. ) 

N. B.: 1) Per oeplta lnoome tor PunJeb la 1nolua1Te 
ot lla rr ana. 

2) Eat1atea ot per o ep1t a 1noom at current 
prices are t1rat 4er1Tec! by c!lT1d1 ng the 
eatt. m tea ot per household income trom 
Teblea ).44 end ).45 by eTtrage a1ze ot 
cult1Tator households. 'l'heae estimates 
haTe been then deflated by the index number 
ot consumer prio ea or agricultural labourers 
(1960-61 • 100). . 
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TAble 4-.7: Growth Rates of Pt'lr :epite Reel Inoome of Rurel 0.1ltivetors in 
Different Stlltes 

s. 
No. 

- - - -· ... 
Stete -- ~u~l- c;m;o~nd ;rnwih- R~t~ (~) - - Ann;,i CQ~p;u~d-G~~h Rete:or A,;rl,: • • 

Ai. cultural Non-egrlcd- Total cult.ur&Jnoome nr 
Inco~m tur!ll Income Incol!l9 Net Income Growth~ete Growtb R111t1 or 

Generet~d or CUlt1ve- Per Ceplte Reel 
in Agricul- tor Popule- Inoo~e rr~m 
turlll Sect- tlon Agrl culture 

(1) (2) 

1. Andhre Pradesh 2.41 

2. Ass1111 -o. 01 

J. B1he r 0. 47 

4. Guje ret ). 89 

S. J E!!llmu end 
Ke shmir 1. 26 

6. K~!rne tela! 0.1 2 

1. Kerel~ -0.01 

8. Madhya Prl!deS1 0.79 

9. Meha rl!sht rA 

10. Ori sse 

11. Punjab * 
1 2. Raje sthan 

1). Tfllllil Na<il 

14. Utter Pradesh 

1 5. West .Seng el 

All-India 

-0.04 

0.18 

6.99 

0.71 

1. 00 

0.58 

0.82 

o.g7 

()) 

-J.I)I) 

N,A. 

-2.97 

-2.0) 

11 .06 

1. 73 

5. 84 

1. 91 

1. 00 

-o.o6 
1. 93 

-4.93 

6.)4 

-1. 57 

-2. 7B 

1, 76 

(4) 

1. 81 

N,A, 

-0.24 

). )6 

J, 11 

0,28 

0.97 

0.92 

-0.0) 

-0.79 

6.76 

-0.001 

2. 1 g 

o. )2 

0.)1 

0.94 

-or 
( 5) 

2. 02 

2. 1)5 

2. 11 

1.40 

-1. 53 

8. 59 

).62 

0.68 

1. 29 

1, 85 

1. 96 

* Growth retes for Punjab ere inol us1. ve or HeryA ne, 

(6) 

0.7S 

1. B) 

1. 70 

1. 04 

2. 00 

0.90 

2.9. 

1. 76 

1, )9 

2.1) 

2. )7 

1. 6s 

-0.001 

0.89 

1. 64 

1,) 5 

N.B.: 1) Growth retes in column 2, J AlkJ 4 ere bAsed on the d'.lte in columns 
2 end ), 4 end 5 -!!nd 6 end 7 in T'.lble 4. 6 respE~ctively, 

2) Growth rAteA in column 5 era bes~;~d on three yeArly evereges (ce.ater'3d 
et 1961-62 end 1971-72). These are wo:dc:ed out using CSO's f!stilD!Ites 
or St~te Do!U!stio Product from agriculture end ollied 'lctiv1t1es 
(CSO, NovembPr, 19B5). 

(7) 

0.4) 

tl. A. 

-0.52 

1. 7) 

0.02 

1. 6s 

-o.•n 
-0.)6 

-2.92 

6.46 

N. A. 

1. 97 

0.6~ 

0.61 

0.:.>1 

0,61 
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other states, Yiz. , Blhar, lterala, llftdh711 Pradesh, Orlaaa 

· a~ U.P. was lower tbm the ell India aYerege. Cahareahtra 1 

wh"icb had a bi&ber per capl ta income than all lndla a'Yerage 

ln 1961-62, experienced a decline ln lts agrlcultural· 

income in 1971-72. The index or per capita reel lnoome in 

llaharashtra 1n 1971 •72 na onl7 72 to the base 1961-62 • 

100. Thus, the St~tte allpped in tbt rank or per ceplta 

income wblch was well below the all-India aTerage. On the 

, other hend, Jemmu end Kashmir, mlch had a per capita income 

below tbe all-In!ia aYerage ln 1961-62, moyed up the ladder 

in inoom rmk:. 

4.1.3 St8t&-wise Growth P"tteroa or Agrioyltur~l Inoom~ 

In Table 4. 7 we haYe presented rate a ot growth ot 

per capita agrloultunl. income in Tarious states. 'l'llo 

measures or grCJMth rates are g1Ten 1 viz., (i) baaed on 

1961-62 and 1971-72, and (11) based on·tr1ennlu~ centred . ~ 

at 1961-~2 ard 1971-72.4 In the tollow1 ng diacusalon, b7 

and large, we baTe used triennium-baaed growtb rates. Aa 

noted earlier, rates ot growth ditter oons1derabl7 among 

state a. '!'he prominent 'Green ReTolutlon States', viz. , 

PunJab and HaryanaS had experienced highest growth (6. 76 

per cent ptr annum) followed b7 RaJasthan (1. 97 per cent) 

and CuJa rat ( 1. 7J per cent ) • The growth rates ror atates 

ot XarD~ttaka (1.6S per cent), U.P. (0.69 per oent) end 

Tem11 lladu (0.68 per cent) were Just modeatl7 above the 

all-In11a rate ot growth. Those states which had rates or 
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growth bel e111 the ell-In! ia level but h! d po al tl ve growth 

rates were Andhra PrAdesh (0.43 per Cf.llt) en! West Bengal 

( o. 21 PJ r cent ) • 

Four states, Yiz. , Bihar ( -0. 52 per cent), Kerala 

(-0.8) pE:' cent), Madh7a Pradesh (-0.)6 per cmt) ~tnd 

Ua.hareshtra (-2.92 per cent) had negatiYe rate or srowtb~· 
In nihar, U.sdb)'8 Predash and lv~aharashtra, tho trend gra~rth 

rates ot net agricultural income ·durl ng the decade wero 

not atatistt.c ally s1gn1t1cant. With po81tive growth rate 

ot populatlcn, tbla implies negative decedal. srowtb rates 

ot per capita egrlculturel income in thase states. Although 

tbe tretd growth rate ot not lnoo me hom egr.l culture was 

s1gn1ticant in Kerala, the value or estimated growth rate 

(2.66 per cent) was leas than the growth rate or cultivator 

populat1m, nz. 2. 9lf. per oent. 6 

Before proceeding further, a point to be noted 1a 

~bat Orissa registered a ver,y hlgh rate or growth, wlch 

we suspect to be spur.loua, anct' tbererore ret'raln trom 

lnterrlng en7f.hing tram these results. 7 

The following ob aervatlons ma7 be mde regarding 

growth ot non-agricultural lnoome or rural cultivators. 

LeTela ot per capita real inoome :traa non-agricultural 

ocoupitlals had decreased ln absolute terms in 1971-72 arer 

1961-62 in Andbra Pradesh, 81h8r, GuJarat 1 Orissa, RaJasthan, 

Uttar Predesb ard West Bengal. In cont raat, per capita 

non-tarm incom ot cultivators 1n real terms 1noresaed in 



the States of Janmu ell1 Kasbolr, Xernetaka, X:erala, 

Madhya Predesh, l!aharashtra aD! Tamil ttadu. I'er capita 

non-egrl.cultur e1 reel income 1n .Ta:nt!lU end Kaah:dr, Kerala 

and '.rmnil Nadu recorded cons 1derable gra.tb. This is 

retleoted in the lno rea sed proportion or non-ram income 

in total 1ncom (see Table 4. 8). 

With tbls background or 1ncot!18 growth experienced 

by verlous Stetes as outlined above, we now turn to exa::alne 

changes in saving rata between t"' points or tica 1 viz. 1 

1961 ... 62 end 1971-72. 

4. 2 SAVIID RI.T!:S OF RWAL OOLTIVATOR no\m!!lOIJ)3 

Over tho docado, savins or the rural cultivator 

household sector lnoreased from Rs. 4lt2.6S crorea 1n 1961-62 

to Rs. 946.62 crores 1n 1971-72 ('l'able ).)6). 'rho a!lvlng 

rate or the sector (1.e. average propenalt7 to aavtt) 

decelerated tror~ 6.66 por cent 1n 1961-62 to s. 25 per cent 

1n 1971 ... 72. (See 'l'Rble 4. 9). S On tm other hend 1 aggregate 

saving rate or ho11Sehold seotor, based on cso• s estimates 

ot sav1Ilb, had alm03t doubled - 1noreaa1ng tram 5.8 per cent 

to 11.5 per cent between the tliiO )'ears. 

The level (IJld rate or saving ere pr1 nclpelly 

dependent on inoom es well as ita 41str1b.lt1on and 

steb111ty. It W8B nnntloned earlier, in section 4.1, that 

durl ng the decade un1 er consideration cultivators' income 

bad lnoreesed at the modest rete ot 0.81 per cent per ennu.m. 

P'urtbercore, data on 1'reot1le group-wise d1atr1.but1on given 
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in 'l'ablo )A.17 do not dlow en7 a1gnltloent ohangea9 ln 

· 1ncoaJ distrlbutlon. It would be, therefore, 1natruot1Te 

tO-e%emlne the a~~tvlns propensities ot traotlle groups. 

·nowever, we do not heYe the date on net aarl.ng (1. e. aartng 

netted out tor ~hange ln llabllltlea) at treot1le group 

leTel. But data on rates or saTing ln ph,-a1oel esaeta end 

gross t1nano1al assets ere aTallable and are presented ln 

'l'eble 4.10. Tbs dRta oleerl7 show a tall ln the eYerage 

propenfi ty to saYe ~or all tract1le groups, tbe deollne 
. . . 

being sub stentlal ln the oaae ot the uppermost oleaa, 

between 1961-62 and 1971-72. 

4.2.1 Stt~tte-wise P111tterne of' AY~fltge Prppens1 tt 
to S':\Te {AP3) 

State-wise estt mte.s or eTera;e aaYlng rates (APS) 

oonteinecl ln T3ble 4. 11 d1 vulge oond.darable 'Yar1at1on 

aoross the staten. It is, perhaps, needless to atote that 

tho tnt er-st.ato variability in sav111e; ratoa ot.:nnot be 

e:xplalned by loTels ot pEr oopita inoom &lone. Apart trom 

the levelo {}f 1noome, its d1stli bution and ~ or c11tterent 

olasses ln varl.oU3 regloWJ ot the state are other important 

Yariables that determ1r..e a state's savlns rate. Dealdes, 

social psychology cr oult1votora in cUtteront reglona and 

vorie t1 ons 1n coat ot l1 rlng are soma ot the other determl

nant s or a str~te' s senno rate. (Uowever, we do not haye 

the data on any at the sa Ter1ables exoopt per oep1ta lnoome 

en1 hence ooald not do on 1uveatlt;at1on ot aorosa atete 

Yari.ab111t7 in aanng rotea). 
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Pmporti on or Inoome trom Agrl culture end 
Allied Aotl Yities to Totel Incom ot Rural 
CultiYatora in D1ttcrent States, 1961-62 
and 1971-72 · 

_ .. __ .... _ .. ._ __ _ 
s.No. Stete 

( 1) 

~ - --- .. - - - -- - -- --1961-62 
(2) 

1971-72 
(3) 

........ --.--~----------------------
1. .tmhra PrAdesh 

2. ABSeM 

3. Blb!r 

4. Gujarat 

s. Jemmu and Kashmir 

6. Kama taka 

7. Karala 

8. lladh,a Pradem 

9. l.febtresht ra 

10. Orissa 

11. Punjab 

12. RaJasthan 

1). 

14. 

15. 

'tem11 Nadu 

Utter Pradesh 

West Bengal 
All In:11a -..,-..---------

0.87 

-
0.76 

0.89 

0.87 

0.90 

0.76 

0.89 

0.89 

0.81 

0.94 

0.83 

o.sa 
0.87 

0.77 
0.81 _ .. ______ .. 

0.91 

0.81 

0.82 

0.93 

0.72 

0.69 

o.6t 

o.ss 
o.s3 
0.89 

0.96 

0.90 

o.so 
0.89 

o.SJ 
0.87 -- -- ~ - ----

N, B. : 1) Compiled tn>m Tables 3.44 erd 3·. 4S. 

2) For 1971-72 the proportion tor PunJab relates 
to PunJab· end lla17ana. · · 



Rates ot ~eYing ln Physical nnd Financial 
Assets ot Rural C~lt1Yator Uouseholds, 
1961-62 en! 1971-72 (Percentages) 

~~~~--~--------------1961-62 1971-72 
A a A .B 

( 1 ) (2) (3) (4) (S) · 

-~~--------~-~------~-------
I~ Oro~ a S~~tdng in Phxe1oel 

AR~fttR 

1. Farm Bu adne as 

2. Non-term Business 0.)9 

). Resldentlel Construotlon ). 27 

4.. D~able Household Assets 0.)) 

S. Total Phys1cnl (1+2+)+4) 9.55 

n. Gro~a ssnoo ln 
i'lmno if'l Assets 

6. Formal 

7. Informal 

S. Total Financial (6+7) 

O.)S 

2. 56 

0.)) 

7.64 

1.os 
s.46 

6.54 

0.46 

1.9S 

o.?s 
6.51 

1.61 

0.95 

2.86 

III. Total Gross SaYing (5+8) 16.09 14.)S 10.15 9.07 

IY. Net !laYing 1n 
Flmnclel .Assets 

V. Total SeY!Dg 

-1.18 

6.)7 6.66 

-1.24 

6.35 S.2S 

---~~~-~---~~~---------~----
n.B.: 1) A 1s based on saYing estimates 1nolusiye ot 

caab as well as kind expenditure on ph7"taal 
a a seta 'f.hile B is based on. saY_,J.n.g eaUiils"t.es ·. ~bleb 
1nolll&e only~~B~h ,xpemltures on pb7sioal assets, 

2) Compiled using oolwm (S) em column (9) ot 
Teble ).Z'/ and tbe ll!!lst column ot row (5) ot 
Tebles ).40 am ).41. . 



T--bl.- lte 10: R11tee ot SRnng 1n Phys1cel erd F1nano1el Assets ot Burel Cu.lt1Yator 
nouseholds, 1961-62 _am 1971-72. 

- - -- - - .. - - -- -- - .. ... - -- - .. -- _. - .. ---- - - ----- .. - - -- .. - - ~ .. .. - - --
Frecst1le croups: Q::£Q 20-to 40-60 6o-go · A0-100 All Fr,.otllfll" 

1961- 1971- 1961- 1971- .1961- 1971- 1961- 1971- 1961- 1971- 19b1- 1971-
62 72 . 62 72 62 72 62 72 62 72' .62 72 

(2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) - .. - -- -.. - - - - - ... - - - -- -- - - .. ~ - ... - .. - -- - - -- -. --- -- .. --- - - - -- .... 
1. PhxsloAl AeA~ts 

e) Ferm Business 

b). Uon-ta.rm 
Duslness 

o) Re,ldentiel 
Oonstruot1 on 

o. 09 o. 1o o. 16 o. is o. 23 o. 3·s o. 34 o. 33 o. 74 o. 82 o. 43 o. so 

0.99 0.93 1.48 1.31 1.99 1.57 2.)6 2.)0 3.84 2.55 2.6) 2.01 

4) Durable House-
hold Assets 0.14 0.28 0.21 

6.84 

o. 50 

5.26 

0.)2 

9.56 

0.70 0.47 
7. 52 12.02 

o.s1 0.92 o.94 o.s6 

9. 41 17.66 12.2) 1 ~. 26 

o. 75 .:; 

2. Totel (a+b+o+d) 3. )B 9.02 

). F1Mnc1~1 Asset8 

e) Formal (Gross) 0.16 0.78 0.47 0.90 O.SS 0.99 0.72 1.85 1.89 2.17 1.08 1.61 
(1.e. Direct 

: landings) 

t) to Non~c-..~lt1-
Yators 

g) to CUlt1Yetors 

4. 'l'otel fe+t+st 

5. 'rotel ( 2+4t 

0.06 0.0) 0.11 0.0) 

0.49 0.18 0.86 0.1S 

0.71 0.99 1.44 1.08 

0.2) 

1.80 

2.62 

0.06 0.45 0.11 1.17 

0.)7 ).52 0.6) 9.12 

1.42 4.69 2.59 12.19 

0.24 0.62 

1.42 4.6,. 

).8) 6.54 

0.1,. 

0.81 

2.56 

4.09 )~83 S.2S 6.34 12.18 8.95 16.11 12.01 29.87 16.06 18.80 11.56 

-------~-~----~--~----------------------------------
(Cont4.) 

N 



T"'blf' 4.10: (Contd. ) 

N, B. : 1) Direct Lendi ngs are net ot recoveries ot loans. 

2) Compiled tmm Tables 3.42, ).4) and Row (5) ot Teblee ).40 and ).41. 
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'r.-bls 4.11: States Rentad 1n Descending Order or SaTing 
Rates or Rural Oult1Tator 1Iouseholda1 
1961-62 end 1971-72 

. -

--------------~~------~---------1961-62 
State S~Ti~ 

Rate (as 

(2) 
,; ot Inoom) 

(3) 

1971-72 
Stete ~~Tin~ 

Rate (ea 
~or Inoo1:a) 

(4) ( 5) ------------------- ------------
dmup 1 PunJab * 
/~High 

_/ Senng Rnta Kernatakl!l 
/ States) 
r Uttar Pred eab 

Kerala 

Temll fledu 

Gmup 2 Biter 
(ATerege 
Saving Rate Andbre Predesh 
States) 

All-Imla 

Mfthsrashtra 

12.03 

11.9S 

10.92 

10.31 

9.ss 
8.)9 

s.oa 
7.21 

6.)9 

lledh7a Predesh 6.16 

GIQYp 3 GuJarat 
(LOW SaYing 

5.09 

s.oo Bate States) RaJasthan 

Orissa 4.41 

lemma end 
Kashmir 4. 02 

West Bengel 2. SS 

PunJab • 11.71 

E8rnsteka 11.41 

Uttar Predellh 9.66 

GuJRrat 9.7) 

Kerale 9.5) 

UeharaSbtra 6.96 

Bihar 6.42 

All-India 5.59 

~dbya Pradesh s. 9) 

Assn 

BsJaatan 

5.44 

5.]4 

Ta~ll Nada 5.01 

West Bengel 4. S4 

Jemmu and 
Jtasbmlr 4. 24 

And bra Predesh ). SO 

Orissa 1. 90 

--- ------- .... ----- .. -- .... ----~- .. ---
(Contd.) 
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R.,ble 4. 11 : (Coat d~ ) 

· __ * S..ylng rete tor Pun:ab ere lnoluslYa or Bar,ena. 

l!.l!:..: 1) SaYing rates ere oomplled using lest but one 
column or Table 8 ). 37 an1 ). 3S atd column 5 
ot Tables ). 44 an1 ).45. 

2) Saving ratee tor ell India dltter trom thoae 
ln 'l'able ). )6 (lest row, B) beoeuse eat1mtea 
ot aa'Ylng ln ph7aloal aaseta ere lnolualya or 
e:~pendlture 8 on current repairs. This ba 1!1 been 
done ln order to malntal~ oompareblllty a:nong 
States. 
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A comparison of State-wise sertng rates at two 

points ot time, Yiz. 1961-62 end 1971-72, reyeals that in 

eight states, i.e., PunJab, Karnstaka, Kerala, Uttar 

Pradesh, Yebsrashtra, ll"dhJ8 Predesb, RaJssthen and Jsmi'IU 

and KaShmir, saYing rates remained almost unchanged. As 

against this, APS ot cultiYatora in two states, CuJarat 

and west Ben~, showed substantial increase wblle 1n 

Andhra Pradesh, Tetdl ~ied11 1 B1bal' end Orissa saYing rate 
10 

d.eclined from. 1961-62 to 1971-72 • 

. An attempt to examine the ~ate on growth rate of 

per capita agricultqral real income (based on triennium 

aYerage) along with saving rate reYeala the following faota. 

Out of the fcur states (B1bsr, Kerela, ~adhfll Pradesh ancl 

Mahareshtra), which sbowed.decline 1n real per oeplta 

income, sarlDg rate declined in Bib8r, mile it remained 

unchanged in the remaining three states. SaYing rate in 

the rapidly growing state ot PunJab remained around 12 per 

cent. As against this, in GuJarat, which recorded a 

compound growrth rate or 1. 73 per oent per annum or per 

oapita agricultural income (at 196o-61 prices), ssrtng rate 

increased substantially - flOm an aYerage leYel of S.09 per 

cent 1n 1961-62 to a h1SI leYel of 9. 73 per cent in 1971-72. 

In this connection it is to be noted that in OUJarat net 

income generated in agriculture and allied actiYitiea (at 

constant prices) reached en unprecedented peak leYel in 

1971-72, recording an annual compound growth rate ot s. 6 
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11 'per cent OYer tba preYious peek. It ht~a been pointed 

· out that cultiystors ln QuJarat mow a high propenalt7 to 

benetlt trom ahitt ln the crop-mix ln teYour ot hlgb-Yalue4 

crops (.Alag, 1980). 12 One might expect that thla would lea4 
·. 

to a shitt in the sayl.Dg tunotion. Howeyer, with onl7 two 

point datA at our disposal, we are not ln a position to 

oom..-.nt on whether this increase ln aYe rage propenai t7 to 

sa'Ye observed in GuJarat (or change ln aYerage propenalt7 

to saYe ln any other state for that matter) lmpllea a ahlft 

ln. ssrlng tUMtlon or lt merel7 represents phenomenon 

specific to that ,-ear. 

Tbe cumulatiye outcome of the atore-ment1one4 

changes in the aarlng rates 1D dlfterent atatea waa a 

decline in the all-ID!la saYing rate. roreOYer, theae 

changes bftd led to changes 1n relat1Ye poaltlona of the 

states obserYed ln these t1110 7eara. In order to analJae 

the changes 1n relatlYe posi tiona of ate tea a a regard a 

saying rates,· •• haye grouped them into three oategorlea. 

While group 1 contains atatea with high aanng rate, group 

2 comprises states with ayerage saTing rate, i.e., atatea 

which haYe registered aaYlng rates in the range of !. 1 

percm tage point arouD1 all-India saYing rate. Croup 3 

constitutes low aanng rate states. 

From the grouping of the atstea giYen ln Table 4.11 

we ma7 draw certain conclualona. l'lrst, four states, viz., 

PunJab, Karnataka, Uttar Pradesh and Kerala maintained 
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their position as states with h1£}1 saTing rate in both 

the Jeers "'her ees Orissa cont1 nued to be the at ate with a 

lar saving rete. APS 1n Bihar, l:abar~tshtra and UadbJa 

Pradem remained at average level. Beoanil71 Tendl Nadu, 

1d.th a hi~· saving rate in 1961-62, baa ahitted to average 

saving rate group·and was below the all-In4ia average in 

1971-72 beoeuse ot tb e tell in tl'it state' a APS. In 

contrast, GuJarat emerged as a at'ete ldth a hid! saving 

rate in 1971-72. The pos1 tion ot Andhra Pradesh changed 

from the second to the third group. 'l'hua it beoame a state 

with a lew saving rate in 1971-72. RaJasthan, Jemmu end 

Kashmir and West Bengal, on the other hand, have moved up 

to the second group in· 1971-72 trom the third group in 

1961-62. The shitt in the positions ot RaJasthan and Jammu 

and Kashmir was not caused b7 increases 1n their aari.ng 

rates but was a result ot decline 1n the all-India asri.ng 

rate. llaharasbtra, lhich was below the all-India average, 

bad shitted to the post t1on ot obave all-India average 

without muoh change 1n its APS tor a similar reason • 

.Another noteworth7 feature that ia manifest b:y the 

chsnge in sa'Ving rates in ditterent t:ypes ot assets 1a that 

average propensity to save 1n phJsical assets a8 wall &8 

informal t1nancial assets had declined mile average 

propensity to seve in torml t1 nancial assets had sane up. 

This was observed tor ell frflctlle groups end tor most ot 

the states (Table 4.12). Thls leeds us to en exem1natlon 
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or the composition or saYing wbioh is taken up in the next 

section. 

4 • .) !'ACTORS DETr.:ru.aNING CHk~GltS m CO)I~SITIO!! 
01 SAVING 

'the composition or saving or cultivator households 

is prlnoipally governed by ita 4eclslon regerding 

distr.l. butlon or its total saving in vtnioua forms. 

Decisions to save in different assets are interdependent. 

In generel, the rectors that determine saTing ln pbJsioal 

assets (i.e. investment) and financial asaeta are level ot 

income or the cultivator household 1 relative rates ot real 

return on these assets, degree or risk or return involved 

tor different tJPG f1 ot assets end other charaoter1atlo a or 

assets such 88 marketabilitJ and liquidity. In taot, the 

la at· tm factors intluanoe riak as well 88 return on the 

assets. 

WheneTer there is a rise in real rate ot return on 

an7 particular asset (ad3usted tbr risk), ceteris p~rlbus, 

lt would relUlt in increased aoquisltlon ot that form ot 

asset. On the other band 1 holdings or a 11 1ussets would go 

up w1 th lno refltse in the level ot income or a household, 

ceteris perlbus. Further, increase ln tlnanclal assets can 

be in two torma, viz., formal and informal. Tbe type or 

racilities providiDg tlnancial instruments (such as, spread 

or bank branches) and improvement in their services. determine 

the saving held in the form ~ formal tlnanoiel assets. 

:rurtherJ:lOre, how much of the increase ln financial saving 
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Table 4:12: Rates ot Saving in Physio al. Assets and Gross Finenoiel Assets 

in Ditr~rent St~ttes, 1 961-62 ani 1971-72 
(FfrOPDt 86~1) 

- -- - ------ - --- ---------- --------- - ------- ---
StAte ' S'Jving i!l Saving i!l 1lneno1el Assets ' T~tel St~vlcg 

' PbiS1QeJ. l"orne 1 Inrorrre 1 Lt>. Intprmt!l 1. e. JY!il nnon·' 
Assets Ding~ Le~- D1tegt Ll'ln!S-

ings ~Q C:.~l- I!JBs to Non• 
~1ntQrs Cultivetors 

1961- 1971- 1961- 1971- 1961- 1971- 1961- 1971- 1961- 1971- 1961- 1971· 
62 72 62 72 62 72 62 72 62 72 62 72 

(1) (2) ()) (4) (5) (6) (7) (8) (9) (1 0) ( 11 ) ( 12) ( 1 J) ------------------ - - - - ---- --- --- - -------. --
And hre 13.96 ). 50 o.s1 1, 2B 12. 90 ).77 1.59 0.61 1 s. )0 5,66 24.26 9.16 
Pradesh 

A!ISI'm 4. 45 1. 22 o. 2S 0.04 1. 54 5.99 

Bihar 7.94 4. 66 o.as 2. 48 8, 1g 2. 73 0.76 0,2g 9.t11 5.49 11.n 10,15 

GujA r~tt 11. 86 11. 1 2 2.67 2. 16 ). 98 o.ao 0.11! 0.1) 6,8) ). 09 16.01 14.61 

JftD.mu end 10,10 ). 66 o. 27 0.76 4. 24 2. 16 0.02 4.5) 2.94 11 .. 63 6.60 
Kashmir 

KarMtake 1 ). 42 11.04 2. OJ 1. 8) 10 0 96 7.11 0.92 o. 56 1). 91 9.50 27.)3 20.54 

Kerala 8.71 5.65 1. 66 5.62 7. 56 1, 39 0.07 0,0) 9.49 7.0) 16.3> 12.66 ... 
8 

V.edhya ?. 8) g, 10 o. 2ft 0.55 13.70 1. 97 0.97 o. )0 9. 95 2,62 17.78 1C,92 
PrP.desh 

!f.ghe ra sht ra 9.3) 8. :?9 0.81 1, )it 6,J2 ).20 0.)9 0.15 7.52 4. 73 16.65 1). 02 

Orisse 5.51 2. 49 0.1C 0.4) 2.n 1. 59 o. )13 0.1C 2,70 2,12 S.:>1 4. 61 

PunJab* 10·. 6) 10. 21 2. 00 2. 06 11 • OJ ). 44 2. )6 1, 25 15 • .)9 6.77 ~.02 16.98 

RaJa st..h sn 9. '>9 8.49 o. 95 1, 20 14. 11 4. 53 0.75 0.:?4 1 '), 81 5.97 25.40 14.46 

Tami.l N111ch.t 9.62 6,0) 1. 71 1. 70 14.62 5. ~ 1. 66 0.92 17.99 7.82 27.61 13. Sii 

'Jttar· 10.47 10.02 . 0.90 1. JO 13.66 .). 90 1.17 0.64 10.75 5.84 21.20 1 '), 86 
PrP.desh 

West Bengel 2.72 J .1 5 0.78 1. 9J 5. 1 J 2. :?1 O.lc 5 0.1S 6.~ 4.)2 9.0~ 7.47 

All-Inih 11. 87 g,ga 1, 0~ 1. 61 8.01 1. J 5 2, 51 0.59 11.60 ). 55 2). 47 12,43 

- - - - - - - - --- - - ------· - - - --- -- --- ----·------
* Inol11si v e of Haryene. 

!L.L_: 1 ) Compiled from Tebles ). 44, ).45, ). 46 end ).47. 

2) Rates ot Saving in Col. (2) ..ud ())art'! b1ued on sevlng in physical assets 
(nf!t or sales), 

Jl Retes ot Savings ln Col. (6) to Col. (9) ~tre bAsed on s11ving ln the rorm or 
direct lenU. ngs gross or rep8 yment s. 



181 

would be 1n the tbrm or 1ntormal t1nanoiel assets would 

omc1ally depend upon the demnd tor losna b;r tbe borrowers. 

OYer t1 ma, rates ot retum on Yarloua assets end 

1DCOU8 will be T1!11'7lng. 'l'he pace or growth ot SaTing in 

Talious tarms depem s upon how each or these torms of 

saTing respond to obang ea in the atruotllre of ret\lrn on 

vali.ous pb7sloel end t1nanoiel assets end also the rlae ln 

1noom. To illustrate this point· let us oopposo tbet 

ttxpt\nsl.on or 1rrlgat1on re1ses tbe rete or return on term 

1nTest118nt (I.ISSltmlng eTe:rythlns elss ramstna unoh~msed) b7 

remoTins land omstralnt, 1. •· b,- maldng doublo cropping 

pos Bible. Incidentally, lnYestment in 1rr1gat1on reduo•• 

the rlak essoo1ated with the 1nToatm!nt on tl:a tam to some 

extent. G1Tm hla nvu:icet expectations, e oultlTator 

puroba sea phyalo ftl Asset 1mmed1a tely 1t his sanuga permit 

blm to do so. Henoe, his lnoomJ position lmprovoa 

aubaequentl7 etd saYing in both torm, 1. e. ph;raloal aDd 

tlnanoial aaseta, 1mreaae as a rea1lt. BoareTer, e 

oult1T etor w1 th low level ot seT1ng 1'1'137 decide to hold 

seTlngs temporarily in t1nanc1el assets awaiting better 

oond1 tlme tor pur obi se ot phys1o el asset a ln fUture. For 

example, bla proapeots or reoeivlng a lo1a tor purobaae ot 

physloal assets 1mprare beceuse ~ lmraased deposits with 

tbe bt1.11k - or 1m reesed sanns in the torm ot informal 

t1nsncial assets • 

.Agail18t this beckg:round wo now set out to explain 
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the o banges 1n oompo81 t1on ot aarlng or Nrel oultlYator 

households. HovaTer, 1t t:l!J' be reltarstect thst slnoe our 

dsta relate to tm points or time, we ma;r be able onl7 to 

sum est some~ taotar a that mght bf!'Fa brought sbout the 

ohmges 1n sadng o aapos1t1'on.. Let us t1rat summarise the 

me3or t1nd1ngs on oo~pos1t1on~ or gross seY1ng tlbloh la 

Attenpted ln the next sectlfn.•. 

4.).1 Leyel Pm d CO'!'!!po~1 tt on o-r o'ros s St~~Yl n~ or 
the Rur,.l G!Jlt 1 Tnt or P.ow,eholds 

Over tbe period 1961-62 to 1971-72 sroas (oaah) 

sev1nc or rural cultiTatoro in tha count17 rose trora 

Rs. 11 042.60 orcres to Rs. 1 ,6)2. SS orares (Table ).36). 

Gross saYing 1n ph7s1oa1 asaeta inoreesod from 114. S6S.29 

orores 1n 1961-62 to Rs. 1,171.67 crores in 1971-72 \\1111e 

gross ss1'1ns 1n t1mm1el amaets ree;1ntered a 4ecllna 1D 

absolute term botwoen the t-wn years tmm as. 474.31 ororaa 

to Rs. 461.03 ororeB. Bowver, aoqu1s1t1ona or toral 

t1nenc1al aatetn 1no roased r:o1<1 Jlo. 7S. 2l ororoa to 

Rs. 290.02 orores betwoen 1961-62 end 1971-72 1 wlle lntormal 

t1tmnc1al as~ets, 1.e. d1reot lmdlnss cy rursl oult1vatora 

recorded dsol1ne in a!la:llute torrm or the order ot ns. 22.S.O.S 

orcres (troa Rs. )96.11 ororos in 1961-62 toRs. 171.06 

orores .ln 1971-72 ). 

Tho traot1le sroup-wise date prescated ln ~ablea 3.42 

ard ). 43 mow that, tor all rrnotllo &roupa, saving ln 

pb,-s1cnl ~ssets inoreesed in obmlute tertl8 bllt at. dit terent 

rates. ~bw1se, the absolute level or tlnanolal saYing ••• 
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higher in 1971-72 than in 1961-62 in case or the first 

tour tractlles; 

showed a decline. 

however, tor the uppermost traat1le it 

The data reYeal that while the leYel or 

tormal. tinanoial a sseta inaresaed at all leyels, Quantum 

or intormal·lendings tell in 1971-72. Tbe decline in 

inrorml landings was abarp 1D the case or the top rreatile 

group and consequently the leYel or total t1nanoial saYing 

tell in 1971-72 tor that group. 

At the state level, the absolute leYel or saYing in 

phrsioal assets increased in all the states except Andhra 

Pradem, Jemmu aD:! X:asbmlr and Orissa (Tables 3.46 and 

).47). In Jammu and Kashmir and Orissa, the decline was 

obseryed onl7 when receipts trom sales are netted out troll 

capital expenditures. So tar aa saTing in formal financial 

assets ia o_onoerned, the deallne was notloecl 1n 1971-72 

arer 1961-62 ln case ot Andhra. Pradem, l'.adb7a Pradesh, 

RaJasthan and 'l'amll lladu whereas it remained \Ulohanged in 

Ass~ and Cujarat. In the remaining atates, tbe leTel or 

financial saying ah~ed an increase. 

'rhe d laps rate growth ot the ae items or saYing oyer 

the period resalted in a change in con:poaltlon or saYing 

or cultiYator households. The situation at all-India leYel 

in this recarcs oan be seen from the information presented 

in Table 4.1). 

Tbe aha re ot ph)'sioal a a sets in the total saTing 

rose trom S4.S1 per cent in 1961-62 to 71.77 in 1971-72. 
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Between the tlD C8teb1)ries or t1nancial aasete, the share 

or serlng in rorml finenoial assets inoreesed from 1. 5 per 

cent to 17.96 per cent while th't or ~he inrormsl categOJ7 

sherply declined from 37.99 per cent to 10.47 per cent 

between the two yef!lrs. 

At fract1le group level, shares or both forma ot 

sav1ng1 viz., phys1oel and formal t1nanclal asseta, increased 

tor tbe up:per three treotlle grou.ps (see 'rable 4. 14). As 

regards bottom 20 per cent or the cultlTator households, a 

tall ln the share ot lntorml tlnanclal sasets ln the total 

was acoompsnled b7 a tall in the share ot physical assets 

but a substantial rlse 1n the tormal t1nano1al assets. The 

increase ln the share or toraal tlnanolel assets ln total 

gross saving was nearly t1ve-tol4 between 1961-62 and 

1971-72. 

A oompal'i son or cultiTator households' au .. vlng 

conposi tlon .in di tterent states at the two polnt a or time 

lid loates that ln a a mn:r as elevm states, the share or 

phrsloel assets in total sross S9Tlng inoreBsed (~ble 4.15). 

However, the rote or ohense was different in different 

assets. 11111e the leTel of gross sATing remflllned more or 

less the se1:1e ln GuJaret, in .A.ndhra Fredesh ant Blhar the 

change was mrglnal. In other states, the obenge ranged 

from 4.65 percm tege point a 1n Karnataka to 21.10 percentage 

point a in Jladhya Pradesh. \'ie not io a a chen ge ot sub st en tiall7 

higher order, ranging between 21 peroentege points to 24 
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T,.ble 4.1 J: Pcrom tege D1str1 butlon or Gross Sanng 
in Ph7aloal end F1nano1al Assets or Rural 
Cultivator HOuseholds: All-ID11a, 1961-62 
end 1971-72. 

- - .. - -- - .. - - - - -- -- - - - -- - - - - ~ - - - - _ .. 
1961-62 1971-72 

A D A B 
( 1) (2) ()) (4) (5) 

4llt .. .. ~ - - - - - - ~ - .. .. - - .. .. - - .. - - - - - - - - - .. 

I. Grn8s DRY1n~ in Phislo~l 
.~~PetR 

1. J'sm Business 58.14 

2. Non-tarm Blaine sa 4.11 

). Res1d mtl11l Construotl on )4.25 

4. Durable Dousehold Assets ). 50 

s. Total Ph)'Slo al (1+2+)+4) 100.00 

II~ Gr~ss s,.nng 1n 
J'in'lnolel Asaets · 

6·. J'ormsl 

7. Intal"ml (1~ e. Direct 
leMlngs) 

1) to Cultivators 

11) to. r:on-cultl vatora 

S. 'l'ot al P'inen cia 1 ( 6+7) 

9. Cross Saving in Ph7sloal 
Assets aa a Peromtege to 
Tot el Oro sa SaYing 

10. SaYing in P'ortr%81 :F1neno1al 
Assets a a a Peromt age or 
Total Gross Sanng 

11 • SaYing in I ntormal Fins nola 1 
Assets as a Percent age ot 
Tot 8l a rosa ~en ng 

sa.~ 52.)9 51.09 

4.82 6.)4 7.0) 

)2.64 )1.4) )0.40 

4. 24 9.d4 11,4S 

100.00 100.00 100.00 

16.49 62.90 

6).51 )7.10 

9.52 5.41 

7).99 )1.69 

100.00 100.00 

54.51 71.77 

37.99 10.47 

(Contd.) 
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'l'Able 4.13: ( Contd. ) 

--- - - ~ ._ .. - -- .. -- - - - --- - - - - - -- - - --
( 2) (J) (4) (5) 

------------------------------
12. Total ~1nano1al Sadng 

as a Peroentege ot Total 
eros s sau ng 45.49 

... -. - ~ - - - -- - - ~ - --- - - - - -- -- - .. - --
N. B, : 1) A ls based on sanns estimates lnolusl'fe ot 

oash as w&ll aa klncl expenditure on ph)'sloal 
assets while B 1a basecl on sa"t'lng eatlmtea 
llbloh 1ncl ude only cash expendl tures on 
phJBlO al a aaets. 



Table 4.11t: Percentage Distrl b.ltion of Gross Saving of Rural Cultivator Households: 
P'raot1le Groups, 1961-62 and 1971-72. 

-- -----~--- -------- ~ - - - - - .. - ~ - - - .. - - - - - - - - - - - - - - - - - - - - --
Fraotile Gmups ~ 196~971- 40-6o ~ 80-1~0 : All Fraotiles 
Uses 1961 971- 1961- 1971- 196 971- 1961-971- 1961- 1971-

62 72 62 72 62 72 62 72 62 72 62 72 
( 1 ) (2) (3) (4) (5) (6) (7) (8) (9) ( 10) ( 11 ) ( 12) ( 13) 

-------- -- - ... -.- --~--- -- ... - - - - - - - - - - - - - - - ------- - - - - - --
1. Phisio al Invest-

ment E!J2 endi tur e 
(~) 

a) Farm Business 64.03 52,10 72.9) 62.14 73.35 64.74 73.62 6),44 68.89 64.71 70.44 64,83 

b) Non-fann Busi-
2.56 ness 3.75 2.30 3.43 2.42 5.12 2. 86 3. 51 4.18 6.71 3. 53 5. 57 

c) Res1d en tis 1 
21.60 24.87 2).85 Construe t1 on 29.25 34.35 20.89 19.62 24.40 21.70 A>.88 21.45 22.31 -d) Durable House-

.:4. 

9.56 . 8.65 
-.J 

hold Assets 4.16 9.8() 3. 17 ).~ 9. 25 3.90 5.23 7.70 4.58 8.29 

2. Total (a+b+o+d) 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100,00 100,00 100,00 100.00 

3. Fine n cial Savl ES 

e) Forml (Gross) 22.76 78.88 32.87 83.59 22.33 69.70 15.31 71.52 15.52 56.68 16.49 62.90 

Informal ( 1, e. 
Direct lendings) 

t') to Non-Cult1 va-
tors 8.78 ).07 7.66 2.3g 8.84 4.43 9.67 4.16 9.64 6,)2 9.52 5.41 

g) to Cultivators 68.46 18.05 59.47 14.03 68.83 25.87 75.02 24.)2 74.84 )7.00 73.99 )1,69 

4. Total ( e+:r+g) 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 

(Contd.) 



Tsble 4, 14: ( Contd. ) 

--- - .. - - ~ - ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -· - - - - - - -
( 1 ) (2) (3) (4) (5) (6) (7) (9) ( 10) (11)' (12) ( 1)) ----------------------------------------------------

5. 'Gross Physical 
Saving e s Perc Ell
tage ot Total 
Gross Saving 82.67 74.10 82.59 83.00 78.51 84.07 71.91 78.42 59.20 76.15 65.20 77.93 

6. Gross Formal 
Financial Saving 
as a Percentage 
ot Total Gross 
Saving ).94 20.43 5.72 14.21 4.80 11.10 4.)0 15.43 6.33 13.52 5.74 13.88 

7. Intorml Financial 
Saving as a Perom
tage ot Total Gross 
Saving 13.39 5.47 11.69. 2.79 16.69 4.83 23.79 6.15 35.47 10.33 29.06 8.19 

8. Total. Financial 
Saving as a Per-
centage of Total 
Gross Saving 17. 33 25. 90 17.41 

N. B.: 1) Direct lend! ngs are net ot recoveries ot loans. 

- - - - - - - - - - - - -- - - - - - --
2) Physical 1nvestnsnt expenditures ere gross ot sales as well as expend! t ures 

on current repairs. 

3) Compiled trom Tables 3.42 and 3.43. 



Table 4,15: State-wise Distribution ot Gzoss Saving in Phys1o8l Assets and 
. . . Financial Assets, 1961-62 and 1971-72 . 

(Percentages) -~---- ~---- --------------------------- --- - - - -----state Savi~ in Ph~sical 
Assets as a Peroen-

Savins in Gross Finanoiel Assets as a Percentage o~ 
Gross .saiim 

Total 

tege ot Total Gross 
Sa vi~ Fol"m81 Informal Total FinBnoial 
-19W-62 1971-72 1961-62 1971-72 1961-62 1971-72 1961-62 1971-72 

( 1) (2) (3) (4) (5) (6) (7) (6) (9) -- -.. -, .. -- - - ---- -- -- --- -- ----.-----.------- .. ----.---- -.-.·-------
Andbr a Prad ash )6.~ 36.21 3.33 1). 96 59.13 47.61 6).06 61.79 

.~ 

Assam 50.)2 74.30 22,22 2),)2 Z'/.46 5.36 49.66 25.70 

Bimr 43.06 45.92 4.93 24.41 51.99 29.67 56.92 54.m~ 

Gujarat 63.45 64.11 14.26 14.60 22.27 21.09 36.55 35.69 
lanmu am Kadlmir 69.05 55.42 1. 66 11.77 29.09 32.69 30.95 44..56 

53.76 7.6) 43.26 46.24 -Karnataka 49.11 8.90 .. 37.)4 so.89 ~ .. 

"' 
X:erala 47.86 4lt. 52 10.20 44.27 41.92 11.21 52.12 s5.46 
Yadhya Prad edl 44.04 71.14 1.59 5.09 54.)7 20.77 s5.96 25.86 
Maharashtra 55.36 6)~67 4.8) 10.60 )9.81 2S. 7) 44.64 )6.)3 

Orissa 67.09 53.86 1. 24 9.41 JQ.67 )6.7) 31.91 46.14 

Punjab* 40.84 64.14 7.70 •11.02 51.46 24.84 59.16 35.86 
.• 

Rajasthan 37-77 58.72 ).7) 8.33 5B.so 32.95 62.23 41.28 

Tamil Nadu 34.85 4).50 6. 21 12.)1" 58.94 44.19 65.15 56.50 
Utt e.r Predem 49.20 6).02 4. 25 8.ro 46.55 26.78 SQ.8o )6.96 

West Bengal 29.99 42.17 6.51 25. 79.· .. 61.44 32. oz. 70.01 51.63 
All-India 53.00 58.68 4.69 14.10 42.16 27.22 47.00 41.)2 

(Contd.) 



T~ble 4.1 s: (Oontd.) 

• J'or 1971-72 inclusive ot Harr~na. 

N,B,: 1) Compiled tnlm 'l'eblea ).46 end ).47. 

2) In each row Col.(2) + Ool.(S) • 100 and 
Col.())+ Col.(9). 100. 

3) Ssvlng ln physioel assets are Dot ot sales. 

-\0 
0 
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percentage polnta, in Aas!rnl, PunJab end Uttt~~r Pradesb. In 

·three states, 'Yiz., Jamm\l and ltftahmlr, Orlaaa and Xerala, 

the share or ph7aloal esaeta ln the total saYing deollned. 

out ot the ae, Jammu and Kashmir and Orlsal!l showed en increl!lae 

in the abltre or intorml flnanolal 88'Ylng ln total gross 

aa-.lng. · In X:eral.a, the tall in the share or phJalcal aaaeta 

aa well as in intorml flnanolal aaaeta was mde good b7 a 

rise in aari.ng ln formal ttnanoiai assets. In tact, in 

almost all the states, saYing in formal tlnanolal assets •• 

a peroen tage or total gross sadng went up in Yarying degrees. 

The highest inoreBS8 or )4 perom tege pointS W88 reoorde<l b7 

Kerala, tollored b7 Biber (19.48 peromtege points) and Wast 

Bengal (17.22 peroeatage polnta). In Assam, the share ot 

aari.ng ln formal tinanolal assets, which was well aboTe the 

all-India le'Yel (nearl7 bJ four and halt times) ln 1961-62, 

4eollned by tlll percentage points ln 1971-72. 

4.3.1.1 Composition of FormAl Yln~nolAl SaTing 

-rhe dot a on· composi t1on of saTing ln formal tlnanolal 

assets at all-Imla leTel are t"urnlabad in Table ). )S. 'l'hq 

show that while the shares of change in ourrmoy holdings, 

deposits in conmrcial banks and small saYings increased, 

the amra or deposits ln co-operat1Te banks, insurenoe 

premiums and proTldent tum oontri butlona deorea•ed. In 

terms or growth ot different components or tcrmal flnenolal 

assets, small seTlnga registered the highest (t1Te-told) 

growth whereas deposita in commercial benks quadrupled tro11 
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1961-62 to 1971-72. Deposits in co-operative be:nks, on the 

other band, inoreased three times oyer the le'Yel or 1961-62. 

It is also to be noted that tba rate or growth or pro'Yident 

tund oontrl bu ticn a was equi Talent to the growth ot wages 

from non-fa~ actl'Yltiea. 

4. ). 1. 2 Co11!pos1 t1on of' Phtflio "1 Ae!_!U 

A compg r1 son ot composl tlon of ct~ltivator households' 

investment in physical assets 1n 1961-62 and 1971-72 trom 

the data presented ln Table 4.1) reYesls tbat at tha all-Indla 

level the share or expend! ture on far.::l physical assets a a well 

as on res1dmt1al oonstruotion in total capital erpendlture 

declined while tba shares ot lnvestClOnt in non-tam bualnesa 

and durable household assets increased. 

A mora or less slcllar pattern or ohange 1n ooapoa1t1on 

ot phrsloal essets is obsaved tor all traotlle groups (aee 

Table 4.14). Thus, the relat1Ye importance ot tam investment 

in the asset portfolio had d eol1ned Ymilo that ot non-tam 

buelness investment and expand1tt~re on durable hoasehold 

assets increased tor all rraot1le gl"'ups. Thla implies 

relat1Tel7 more equitable distribution ot investment 

expenditures in residential construotlon, durable household 

assets and non-tam bt~s1 ne as a a set a in 1971-72 .a a o ompared 

to 1961-62. This la eYldenoed trom the deollne in the Olnl 

coettlolenta (1. e. com entrat1on ratios computed from Lorenz 

curYea) ot these dlstrlbut.lons ln the tm years (see Table 

3A.18). Howeyer, the oonoentration ratio tor durable 
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household expenditure tell fl't)m 0.6420 (in 1961-62) to 

0.4816 (in 1971-72) indicating a shitt towards relat1Yel7 

mor-e equitable distribution then or renldential construction. 

The concentration ratio tor the distribution or the latter 

declined trom 0. 52134 in 1961-62 to 0. 46)0 in 1971-72. In 

·contrast, the distrl b.ttion or non-ta:zm inTeatment showed no 

change in percmtege shares of bottom two fract1le groups 

and the top-most fractlle group ~lle red1atr1butlon was 

noticed in case or the middle tw.o classes, Ylz. 40-60 and 

6o-So. As a result, Ginl ooett1oient ot the distribution 

declined onl7 marginally. 

The state level data regarding composition or 
phyaioal ass~ts given in Teble 4.16 Show that in twelye 

states the peroen tsge share of tam investment in total 

investment expenditure declined in 1971-72 over 1961-62. 

However, the order of decline .Yaried ~ong tbaae states. 

It ranged between 4. 7 :percentage points tor Cujsrat to 2fi.4 

percm tage points tor AssaM. In cttse or Asaem, investment 

in durable household assets registered the teatoat growth 

rate and s s a result ito share in total physical assets 

rose b7 1 S percmtege points. On the contrarr in two atatea, 

viz. ~harashtra and PunJab, tarm investment became relat1Yel7 

more important while in \\"est Bengal ita ahare remained more 

or less unchanged. 

However, it 1s important to note that our estimstea 

pertain to expendltureo on oepltfll assets. Thus, so tar as 



Table 4.16: Composl tlon ot Cash Expend! ture on Physical Assets by Rural Cultivator 
Households ln Dltterent States, 1961-62 end 1971-72 · 

, _____________ .... _ --- - - - -- - - - -- -- -- - -- - - -·- - - -- - - - - - -State Ferm Business Non-term Business Res1dent1=1 Qgns- Durable Household 
.. trugtion Assets 

1961-62 1971-72 . 1961-62 . 1971-72 1961·-62 1971-72 1961-62 1971-72 
( 1) (2) (3) (4) (5) (6) 7) (8) (9) - - - ~- -- -- - - ~- - - - --- -- - -.-- .. -... -- .. -- · .• -.--- -~-.··--- -.---- -.. -.• -- .. ----.--

Andhr a Pradesh 78.87 69.44 0.72 6.05 18.)5 1).59 2.06 10.92 

Ass em 71 I 57 4).20 2.6o 8.11 21.07 29.17 4.76 19.52 

Bihar 52.66 38.57 3.16 16.61 33.63 33.02 10.55 11.86 

Gujarat 75.75 71.05 2.42 2. 97 17.32 19.44 4. 51 6.54 

. Jsnmu am Kashmir 56.62 ~.6Q 1.56 4.33 33.44 28.98 8.38 16.09 

Kernate.ke 80.18 70.67 1.32 6.95 15.11 14.91 3.39 7.47 

Kerala 49.31 42.6o 8.32 11.06 )6.03 36.23 . 6.34 8.11 -'-'> 
of:-

Madh,.a Prad.edl 76.51 69.52 1. 01 3.43 17.6S 19.78 4.80 7.27 
Maha rasht ra 70.39 ?3.51 7.71 7.84 18.60 12.70 3.30 5.89 

Orissa 63.76 53.11 1. 97 9.51 26 .• 81 27.83 5.40 9.55 
Punjab* 73.77 77.70 1.42 ).37 19.25 12.81 5.56 6.10 

.. 
Rajasthan 74.08 60.01 2.47 1.94 19.8S 25.54 ).57 12.51 
Temil Nsdu 79.45 75.23 4.02 5.20 14.14 12.92 2.)S 6.65 -

Uttar Pradedl 66.27 58.61 5. 52 3.10 23.07 29.9S 5.14 8.31 
West Balgel 5S.77 57.54 5.15 5.99 32.99 29.21 3.09 ?.26 
All-India 70.44 63.83 3.53 s.51 21.45 22.31 4.5S 8.29 -- --- ---------~----------- -----------------------

(Contd.) 



TAble 4,16: (Contd.) 

• 'For 1971-72 PunJsb figures are inclusive ot Haryana. 

N, B.: 1) Compiled trom Tables ).46 am ).47. 

· 2) In each row Col •. (2) + Col. (4) + Col. (6) + Col, (8) ·• 100 
and Col • .{))+ Col.(5) '+ Col.(7) + Col.(9) • 100. 

I 

3) Figures are not adJusted tor sales end· o urrent repe ira, 



liTestook is concerned, the estlmstea refer only to puroba•• 

ot liYestook. Hence they do not tull7 represent net 

additions to liTestook. It net additions to liyestook are 

also taken into aoaount, the composition ot total fixed 

capital torm tlon (exolud1Jlb durable household assets) b7 

rural households 1D11oate that the proportion (in percentage 

terms) ot tam inTestment at current prices registered a 

s1gn1t1oant lnorease - from 45.6 per cent in 1961-62 to 

61.1 per oent in 1971-72. Whlle the share ot non-tam 

business assets remained constant, the share ot expenditure 

on residential oonst:ruo tlon showed a decline. (See 

Roycboudhur.y Uma, et.al. 19a1). Although the aboTe data 

reter to gross addi tiona to pb7sioal stocks b7 all rural 

household a, tbe pattern la likely to be similar tor 

oultlTatora 'tho aooount tor more than aeTentr per cent ot 

runl bous ehold e. 

Another point to be noted is that within term business, 

rate ot increase ot oepital expenditure on agrloultural 

implements and maoblne17 1 expenditures on oonstruotlon ot 

1rrigatlon sources, term houses and orch8rda and plantations 

accelerated. (See T~ble 4.17). A relat1Yel7 taster increase 

in the share ot agricultural implements and mschine17 

1ndi~atea spread ot mechanisation. ln agr.lculture. 1l This 

lnterpretatlon tiD! s support tl'Om the tlndinga ot a study 

ot tangible wealth and asset oomposltlon b7 Krishna RaJ and 

Ro7cboudhur,r (19g0). Their t1ndlnga are: (1) Stock ot 
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T~ble 1..17: Cash Expenditure by Rural Cultivators on 
Individual It~s or Fer.n Buslneaa Asaets, 
All-India, 1961-62 end 1971-72. 

~--------- -----------------------
1961-62 1971-72 

Aggregste PeroentRge Aggregate Feroenta-
Bxpendl ture Share 1n lxpendl- se Cha re 

s.No. Items 

(Rs, Crores) totel !X- ture in total 
peDilture (Re.orores) Expendi

ture 
(1) (2) (3) (4) (5) (6) 
~- ,_-- --- ~ .. - -------- .. ------------ ..._ 

1. Purchase ot Lend 117.7 

2. Purcm se or Laid 
Rights S. 9 

). Reclamation ot 
Lsnd 16.2 

4. Bundlng end other 
Lend ImproTementa 55.9 

s. Orchards 6.90 

6. Wells 44.7 

7. Other Irr1get1 on 
Remuroea 5. 6 

8. lrerm Houses end 
Grain Gol.e s 18.2 

9. Agn &ltural IMple
mnts and Cach1na-y?1.2 

10. Uvestock 

11. Other Capital 
Xxpendl ture 

12. Totel 

276.0 

).7 

626.0 

(1S.SO) 

(0.94) 

(2.91) 

(8.9)) 

( 1 .1 0) 

(7.14) 

(0.89) 

(2. 91) 

( 11.)7) 

(44.41) 

201.99 

6.)0 

18.4S 

SS.S2 

JQ.O) 

101.57 

32. oa 

47.94 

216.76 

292. 2S 

(0.59) 5.74 

(100.00) 10)8.95 

19.44 

0.61 

).09 

20.66 

21!.1) 

o.ss 
(100.00) 

--- - .. -- ._ -- - - - .. - - - --- ---- -- ._ - - - - ---
Souroea: 1) RBI, AIRDIS: 1961-62, RBI Dulletin, 

Vol.19 (June 1965). 

2) RBI, AIRDIS: 1971-72, 1977. 



egrl.culturel t!ilchlnexy end aquipaent (observed in the data 

tzom quinquennial Livestock Census) increased at a rate ot 

more than 6 per omt per tJnnum during two decades, 19S1-72. 

As a gel. nst this, llvestoc k grew at a low rate or 1 per cent 

and non-restdmtial building stock increased at a still 

lower nte ot 0.6 per cent per ennum. (2) Tbe compost tion 

ot equipment underwent a radical tranatorrnetion obaracteriaed 

by a decreAse in the sbere or traditional items, e.g., wooden 

ploughs, perslen meals, bullock-driven oanecrushers end 

very small .oll-otushers end m inoreese in the relative 

share of modern equipment 1nolud1ng imn ploughs, oil and 

electric pumps, tractors, power crushers. 

In .concluslon, diversion ot f\lnds informal lending 

activities to formal t1nancial assets as ~11 aa phJIIioal 

assets is observed at all laYels. Among tractile groups a 

notable exception was the bottom trect1le group tor mioh 

grcMtb ot saving in tbrml financial assets was tftster than 

the growth ot saYing in physical assets. Thus, the share 

of physio el assets tell end oon sequentl7 tba share or tormal 

:t1nancial assets rose. 

At the state leYel, the tollowing exceptions to the 

general pe ttern observed at the all-India leYel were notloed. 

In Kerel.e, 1br 1nstmce, a relative tell in the proportion 

ot informal land! ngs was assoola ted w1 th e decline ln the 

sh!!re or phys1oel Assets And with en increase in the share 

ot torml 11. Mncial assets. In Assam, the reverse or this 
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was observed, i.e., seving in physloel assets lnoreesed at 

a fester rete then in formal t1n'1noial saTing. Thus, tbe 
. -

share of forml financial assets in total t;ross saTing 

decreAsed whereas the share of saTing ln physical assets 

lnoreesed. However, enong the other physical assets the 

highest growth wes w1 tne seed ln o ase of durable household 

asset~ On the other ha~, there was dlslnTestment ln oese 

of term assets. In Orissa end .Temmu end ICeshmlr, a tell ln 

the sh8re of phrslo al assets was uade good by a rl.se ln the 

shares ot both forms of t1nsnolal assets. Thus, substitution 

between phrsloel 8lld tlnsnolal assets was notloed. Another 

noteworthy e:roeptt on was GuJa rat 1bloh exblbl ted no ohsnge 

in the oomposi t1on or saving. 

As regards the growth or dlt terent 1 tems or formal 

tinsnolal assets, the hlgheat growth was recorded b7 small 

savl1J8s followed by deposits ln oommerolal benks end shares 

of end deposits in co-operative benlcs. 

Lestly, the composition of farm equipment changed ln 

favour of assets embodying hlgber produotlTe modern 

tecbnologr. 

An &JPlenatlon of the store-mentioned changes ln 

saving compost t1 on my be mught ln terms ot the two 

pronounced oben&es that bad came about ln rural sector 

durlDg tm decade unier oonslderatlon: Change ln ·input 

str\IJture ln the agricultural sector enS spreed or t1nanoial 

1nst1t':l~lonel _tao1l_~~i~Js in rural areRs. First, during 
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this ~.rl cx1 axpenslon or 1rriget1 on ln most ps rts of tbe 

country am lntroduott. cn ot hiSt Jielding varieties or 

cereal seeds mon after the mid-sixties ln c ertein parts 

or the country imreased the produot1vit7 or land. 14 

t'breOYer, commodit7 terms or trade also changed in taTour 

ot agriculture tor all orops ln ell tbe states till 1968-69 

(Reth, 198S). This turned ftgrl.O\llture into a more 

remune ra tiv e bus1ne ss. 

At the sme time, technological chaf8&S necessitated 

emploJ1118nt ot larger quantum ot tunds tor meeting working 

capital requlremnts (labour, fertilizers, eleotrlcit7 

charges eta.) as well ea fixed cepital purchases (electric 

pumps, tractors, threshers, hanest oomblnes, etc.). 'rhla, 

coupled with limited seTing oepec1;1e~, ot the cultlTator 

households, led them to resort to loan :tlnanoe to a greater 

extent. The ma1 n source ot credit in rur a1 sec tor i. e. 

private moneylenders, was considered to be not adequate end 

dependable for meeting this need by tm ReserTe Bank of 

India's Burel Credit Survey Conmittee (RBI, 1954). The 

committee recommended that oo-operati'tes should be 

strengthened and enabled to suppl7 credit to cultiTators 

and thereb7 facilitate the prooess of growth end expansion 
.. 

ot agrl. cult ural sector. In eddi t1 on to co-operatives one 

more source or credit was introduced into the t1el4, vlz., 

commerclel banks Btter nst1cnal1sat1on of msjor banks 1n 

1969. 
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The atoresald changes in policy were retleoted 1n an 

increase in the volume ot extensions ot oredl t b7 

inst1 tutional egenoles. The total volume or loans advanced 

inareesed trom R~ 292.40 orores ln 1961-62 to Ra. 8)1.93 

orores in 1971-72. 

!Urning now to the second taotor, •• ma7 note that, 

as a result o't the various changes 1Uh1oh have oooured in 

rural sector including tbe rlaing incomes ot oertein oltu1aes 

or rural population, the oommarolal banks round lt 

increasingly worthwhile to open br811ches in rural and semi

urban centres to tap the growing d~oait potential. (RBI, 

1969). The spread or benklng 'tacllltles to unbanked areas 

gathered momentum under the Lead Bank Scheme introduced ln 

1 969. (RBI I 19 81 ) • 

Thus, the increase in aoqulsl t1on ot tormal tlnanolal 

assets may be attributed to the inoreased level or income in 

general end to camnerolal banks' sustained drive tor depoalta 

in pertloular. The deposits in rural and semi-urban branches 

ot oommerolal banks 1 newl7 opened as well as ole! 1 showed a 

rising trend. However, the rise or deposita ln the oaae ot 

newly opened branches was more pronounced (RBI, 1969). 

Other tactcr a vm lob have also oontri buted to the 

increase in saving ln tormal rlnancial assets are growth or 
business ot co-operatives, greater governmental ettorta to 

attract deposita (RBI, 1977) end. growth ot wage emploJD1ent 

in organised sector (wbiob was 1nstrumen~al ln increasing 
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prorldent tund contributions). 

· It needs to be anphftsised here thst the growth ln 
- -

deposits end shares or co-operative banks mainly ceme in 

the torm ot incre8sed shsres in PACS and deposits in CCBs 

('!'able )•)1 ). Sev1ng in the form or shares or PAC!l b;r farm 

households increesed trom Rs. 9. 76 oro res in 1961-62 to 

Rs. 1 5. 04 orores in 1971-72, whereas deposits in CCBs went 

up to Rs. )6. SS orores in 1971-72 from a level ot ns. 7. 89 

crores in 1961-62. This growth mal nl:r came trom tour states, 

Uabarasbtra, Tamil Nadu, Uttar Pradesh and GuJarat. As 

against this, the growth or deposits in PAC3 was not 

impressive in spite ot their large organisational spread. 

(They inc rea sed from Rs. ). 05 crores in 1961-62 to Rs. S. 47 

orores in 1971-72). The Report or Banking Commission baa 

hisol1gbted the tact that 'most or the agriculturists 

preferred to invest their savings, in the absence ot a branch 

ot a bank nearby, either with the Post Ottioe or with 

businessmen end traders with whom they had dealings; the:r 

did not like to keep them w1 th the prima17 credit societies'. 

(GOI, 1972, p.15)). However, exception or the State ot 

Kerala to this generalisat1 on may be noted. In Kerala, 

growth ot deposits with PACS bas been test. Thls has been 

attributed to traditional banking habits, bigb literac:r rates 

and high density or population (BBI, 1969). However, a more 

important tector seems to be the superior quality or services 

end oontldence enJoyed by PACS among public ot Kerala as 
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noted b7 the RBI' s Committee to Review Arrengemnta tor 

Inst1 tut1onal Credit tor Agriculture and Rural Development 

- CRAFICRAD (RBI, 1979). Tbls Co~ittee expressed the Ylew 

that 'the experience of Kerala should be a guiding exomple 

to be emulated b7 other states' (RBI, 1981, p.130). 

A number or factors which explain the decline in 

absolute volu1:1e or direct landings b7 oultlyatora me7 be 

noted here. P'irstly 1 the expanslon or tbe network of 

tlnanoial insti tutiona whloh mlght have facilitated 

substt tut1on of formal tor lntormal tonus of financial 

saving. Secondly, the increased rate of return on land 

could have lnduoed the cultivator-moneylenders, espeoiall7 

medium and large farmers, to divert funds to agriculture 

from moneylending. Thirdly, tall ~n demand tor funds from 

borrowers as a result of expansion of volume of lnstl tutlonal 

loans mlght have caused the decline in lendings by oultiYBtors. 

However, it seems that while tbe tlrat two factors 

provide plausible explanation or decline in direct lending& 

b7 cultivators, the third does not. Let us illustrate this 

wlth the available data on change in the compos! tion ot loans 

advenoed by non-institutional agencies. We have alreacty seen 

that, besides cultivator-moneylenders, mone,ylenders belonging 

to non-cultivator class (traders and PML). also provide loans 

to c~ltlvator households. The data presented in Table 3.25 

indicate that at ell-India leTel. the amount adYenced b7 

CUltiTBtor-mone.ylenders deoressed While advances Of nOD• 
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oultiYetor moneylenders increased trom 1961-62 to 1971-72. 

Such a shift in favour of non-oultiyator money-lenders oan 
. -

be understood it there ls a differential in the rate or 

interest charged or ln tenns aid conditions on wbioh loans 

are ad vane ed b7 the ae two classes or moneylenders. But no 

substantial differences in terms, i.e. rate or interest aa 

well es purpose ror v.ilioh loans are advanced or landings, 

ere evldenoed in the unpublished data available from nai•a 
AIRDIS, 1961-62. It is, tbus 1 possible that the cultivator 

moneylenders might have inYested in their agriculture or 

other aot1v1ties rather then lend tunds·to others. Tbla 

interpretation may be further supported by the tact that ln 

the olass ot oultivetor monerlenders while loans by A!a, 

declined, loans by landlords increased. It 1s easy to see 

tha~ tbe change in opposite direction noticed in the 

advano es mde by these two credit agencies is based on the 

same criterion. 

We ha"te noted earlier in section 4. 2 that the rate 

ot saung in informal financial assets at all-India level 

tell from 5.46 per cent in 1961-62. to 0. 95 in 1971-72. Since 

informal landings are heavily concentrated in the top 

ass.et-Yslue class (nearl7 70 per cent ls the top-moat 

fractlle in both the years, see Table )A.1S} the sharp 

decline in sa'rl.ng rate in this torm ot t1nano1al asset 1a 

eT1denoed in the case of this class. For this class, 

informal landings as a percentage of income decreased trom 
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12.19 per cent in 1961-62 to ).8) per cent in 1971-72 (see 

Table 4. 10). 

Since no rise in the rata or physical investment 

(mi~"l is exclusive ot inventories) or rete at saving in 

formal ti nencial Rssets was noticed mtd reparment/income 

ratio had somewhat declined, either increase in average 

propensity to consume ot cultivator households or increased 

inventories could b&Ta caused Bt.lOh a tall. However, as we 

do not haTe data on inventories tor these households, it la 

not possible to ascertain whether it ia the Increase in 

inventories or the rise in consumption that caused this tall. 

So tar we have anal7sed the composi t1on ot groaa 

saYing or rural cultivBtor households. Another important 

aspect that remains to be investigated is the nature or net 

financial flows on capital account or tbe culti-vator 

household aector. 1S It has been noted in tbe second chapter 

that it a sector's investment (i.e. sa-ving in physical 

assets) exceeds ita own saving then it has to borrow trom 

other sectors rcr tlnanclng ita investment. Consequentlr, 

intlow ot funds is seen on the capital account ot the 

borroldng sector. On the contrary, in the case or a surplus 

sector their owo savings e:xoeed their investment and there 

is an outnow or tunds from that sector. We investigate 

this aspect or the Issue in the next section. 

4.4 NET fiNANCIAL J'LOWJS 

In prinol ple, the magnitude and direction ot tinancial 
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flow (1. e. outtlow/lntlow) on cepltel account or the sector 

ls detennlned by a mix and belenc e or the following tectora: 

(1) rate of return on investment, (11) capital-output ret1o 1 

and (11i) own savings, (iY) B.lpply of tunds. lloreoyer, these 

factors themselves ere slgnlticently lntluenced by the nature 

and pace of technological end orgenlaatlonal changes. J'or 

exaaple 1 introduction or technique lnvolYlng a hiGher capital

output ratio requires larger funds and 1t saYing capaclt:r 
-A; 

remains the same it 1r0uld necess~Late borrowings end 

consequent inflow ot fUnds. Similarly, as mentioned earlier 

in this chapter, change in technology mo:r raise expected rate 

ot. return on investment ~Ill tb1a ma:r 1nduo e greater saving 

and investment ~lab, in turn, may lead to hlgb leyel of 

income. One point that needs mention here 1s that the 

incremental capital-output ratios associated with agriculture 

are large perhaps due to dlm1n1Sb1ng returns associated wltb 

it. It this situation is coupled ·w.tth low sa~ng rates, net 

transfers of .resources into ngrloulture become lneYitable. 

However, actual t1nanolal flows that take place ln 

practice are determined elso b7 nature of and ooYerage by 

financial institutions. J'or instance, in the absence or 

avails bill ty of inst1 tutlonel tinenc e 1. cultivators ere forced 

to take recourse to non-1nsti tutlonal loans which ls a bigb 

coat source or t1nanoe. It 1t ls not tound profitable to 

borrow at that rate ot interest, increased rate or return . 
ma7 not bring about inflow ot tunds into the sector. 
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Likewise, larger B'f'ailability of institutional f1neDC8 at 

relatively low rates 10uld itduce big cultivstors whose 
.. 

saYing lev~ls exceed their inTestment plAns to borrow tor 

inTestment purpose end diTersity the porttblio in te'f'Our ot 

durable household assets ar intormflll lenilngs. Thus supp}.y 

constraints aid demard preferences ind uaed by &Tail& bill t7 

or low cost funds play en important role ln determining tbe 

msgni tude or actual tlnttnoial flows. 

In sum, the direct! on ot tlnanclal flows ls gonmed 

among others, by the lnteraatl one between leyel ot saYing 

and inTestment. Thus it msy be possible to ldentitr Yarlous 

possible situations tb&t oeuse either lntlow or outflow 

depending upon ;either hlgh or low saYing and lnyestment 

status or the sector. 

These situations may now be EU~&r.lsed. llrstly, lt 

high investment rate ls associated with low &!!lYing rate then 

there would be int'low or tunds into the sector. This 

s1tuetion is mentioned aboTe. Secondly, a hlgb lnyeatment 

rete accomps n1ed by a high saYing rate ma7 lead to intlow 

or outflow depen:ling upon the relatiTe msgnitudes or the 

two.- For instrmce:, a si tW!I t1 on ln which the leyel of 

investmnt ls higher than the level of saving would 

necessitate intlow or tunds. Contraey to tbis, it savlng 

leyel exceeds the investment lnel there will be an outflow 

of tunds. Thirdly, a bigh saYing level and low inyeatment 

level will result in outflow ot tunda. Fourthly, ln a 
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situeti on where both se'Ying and investment ftre low, there 

wl.ll be en outtlow it seving exoeeds investment. t.bereaa 

intlow would ocour it sevtng tells mort or investment. 

Against this beokground 1 we propose to exe:tine the 

tmtgli tude end dlreotion ot tinanoial tlows on capital 

account ot the rural oultiTator IIousehold sector. To thia 

end we analyse the tlow ot 1\tnds et (i) all-India level, end 

(li) at state level. 

At all-India level, we hSTe estimated time series ot 

net t1nano1al tlows tor the rural cultivator household 

seotor tor tb e period 1961-62 to 1978-79. The series are 

shown 1n Table 4.1 S am the method &:'llployed tor estimating 

the flows is presented in tbe tootnote. 16 However, the all

India picture is determined by tbe posl t1on ot d1tterent 

states in this regard. But the data on tinanoial tlowa at 

state level haTe been estimated only tor the two benoh-m~rk 

years. Hence the state level analysis pertains only to 

these two points ot time. 

4.4.1 -N~t 1innno1Al Ylows: All-1~1~ 

In this section we t1 rst analyse the data on net 

t1nsnolal tlows tor the two bench-mark years, i.e. 1961-62 

end 1971-72 tor whicb complete information is aTa1lable. 

Next, an analysis ot time series data on net inflow ot tunda 

to term household sector lo attanpted. However, tor the 

years other then 1961-62 and 1971-72 no intormation on 

cultivator households' investment ln phJsioel assets and ita 
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repayment or loens to the tpYernment seotor ls avalleble. 

Beoause or the latter, the estimtea or net lnrlow ere 

likely to bev e an upward bie s. 17 

4.4.1.1 F1nqno1~1 Flows: All-IndiA 1961-62 ~nd 1971-72 

The data furnished in Table 4.18 lndloate that the 

rurel term household sector wns dotlclt a ector ln both the 

yeers, viz. 1 1961-62 md 1971-72. '!be net lntlow ot tunda 

was or the order ot Rs. 85.61 crores and Ra. 224.65 crorea 

in 1961-62 and 1971-72 respectively. MOreover, ita 

proportion (ln percmtege terms) to saving ln physical 

assets (1. e. investment) increased trom 1 S. 06 per cent ln 

1961-62 to 19.19 par cent ln 1971-72 1 implying greater 

dependence or the sector on externel tunda tor tlnanoing 

its investment. 

This intlow is mainly attrl buted to the low 88Ylng 

cepa o1 ties i or the term household sector in both the yeera. 

It should be turther empbe sis ad that the intlow 

observed et the sectoral level does not imply lntlow tor all 

the classes or transactors in the sector. However, we do 

not have dlsaggregate intormatlon end benoe are not in a 

position to co~ent on lt. 

Plnqnc1Al Flows At dlseggregAtP.d l~vel 

An e:remimtlon or tlnanolal tlows at dlsaggregative 

level brings out the tact that there was net outflow ot 

funds through tormal t1Mnolel institutions (i.e. organised 

psrt ot tinanoial insti tutiona) whereas there was a net 
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Teble 4,18: Net Financial Saving ot the Rural Fum Household Sector. 1961-62 to 1978-79 
(Rs. orores) , ---------------------------------------------------------------

Year • Sev1rs in Formal end Inf'ormal Finenc1el Assets ' Net Cbenge in Lhb111ties ' Net !'inen-
tChenge in Life In- Provide- smsii Co-opere--Deposits Direct Total 'Commer- Co-ope- Govern- Traders .Net CheL aiel Se-

CUrreno:v surano e nt Fund Saving tive She- in Comm- Lending Finan- aiel retives ment end Non- nge in ving 
Holdings Premiums Contri- rea end eroial to Non- aiel Be:nlcs Cultive- L1sbil1-

but1on Deposits Banks Culti- Saving tor Mone- ties ~r- Col, (9) 
vators ;vlenders om ell - Col.(14) 

soqroes 
- (~ ) - - i 2J - - ( 3) - - J 4l - - J 5l - ... - ( ~)- - - J 7J - - - ( ~)- - J 91 - - '! 0 l - - (! 11 - - (! 21 - - J 1l)- - - ~ 1!)- - - (! ~ l - -

7.56 

8.39 

9.31 

J.6o 
-0.65 

18,17 

1S,85 

1). 99 

15.90 

18.)5 

a>.B4 

24.02 

27.25 

)1,)6 

4. 67 40.)1 

57.50 

71.30 

59.08 

23 

48 

141.08 

150.48 

- 85.68 

-120.)0 

-122,10 

-143.45 

-163.82 

-202.90 

-227.19 
N 

1961-62 

1962-63 

1963-61. 

1964-65 

1965-66 

1966-67 

1967-M 

1968-69 

1969-70 

1970'-71 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

20.23 

33.87 

43.62 

28,10 

61,65 

27.83 

36.61 

63.56 

80.92 

85.12 

14. 65 

16.74 

17,18 

17.88 

16.47 

26.00 

27.52 

33.71 

35.82 

l.D.J1 

37.68 

46.94 

54.39 

52.19 

64.60 

80.18 

90.53 

10.33 

11,47 

14 72 

14.12 

15.67 

17.39 

19.~ 

21.42 

23.77 

26,)8 

). 09 

J. 96 

6. 24 

4. 05 

4.60 

1, 99 

6.74 

29.83 

24.59 

28.55 

27.28 

47.81 

54 83 

48.83 

51.01 

54.98 

78.01 

62.)1 

74.29 

)5.07 

40.)2 

46.96 

5.3.89 

91+.6) 

45.18 12).)8 

42.58 135.68 

l.o • 1 2 161 • 50 

)7.81 143.51 

)5. 63 1~.03 

33. 58 15g, 71 

)1. 65 193.67 

29.82 2)2.65 

101.46 

94.62 

133.00 

206.01 

51 

55 

61 

68 

74 

80 

81 

9.3 

5.3 

161.39 

172.88 

185.39 

198.99 

213.86 

2)0.06 

247.75 

267.08 

288.21 

284.47 

280.86 

277.47 

274.28 

271.30 

266.30 

265.89 

209.06 

255.98 

283.69 

286.96 

347.85 

361,61 

420,86 

516,07 

552. 56 

545.93 

539.72 

712.15 

6oo.86 

726.27 

774.24 

-28).42 ~ 

103.69 

161.91 

195.47 

4.6a 

79.63 

289.62 

178.70 

)6).49 101..25 

29.37 

3449 

)6,05 

40.01 

44.1.a 

11.73 

18.)6 

44.82 

13.95 

33.94 

~.6) 

44.51 

)8,6) 

49.66 

11). 27 

66.08 

1)4.08 

157.01 

114.01 

115.98 

172.62 

215.07 

)26,14 

)84.71 

28,10 258.12 217.81 

26.48 280.97 18_5.85 

24.96 314.98 10,14 188.)7 

2).60 47).68 70.78 2)9.90 

22. 70 489. 21 66. 69 142. 34 

21, 6J ))2,08 17).35 197.45 

20.6) 51),87 21S,)8 202,58 

19,67 751.16 211,82 4)).41 

1g.75 626.64 455.71 307.2) 

17.88 1121.40 540.71 ))2.48 

177 

91 

18 

82 

66 

98 

119 

1002.53 

1129.24 

1258.08 

N. B.: 1) Except ~or 1961-62 end 1971•72, the lOI!Ins tn>m govem mnt are not netted out ~or repe:vments. 
2) J'or the J9srs 1962-6.3 to 197o-71 the deta on oom:meroial banks' adTanoes to agrioulturiat wu not aTelleble. 

Sources: 1) RBI, Stet1st1oel Stetement a Rehtlng to C~-operet1ve V.cwt".mnt in Indio, Various I salle a, 
2) RBI, Reoort on Currency em :rlnenoe, Vei'ious Issues, 
)) R&, ~s1o Stetlstloel Returns, Venous Issues. 
4) Tables ),25 etd 3.34. 

-294.44 

-264.96 

-224.74 

-298.27 

-111,68 

-.394.19 

-260.)7 

-251.35 

-.302,40 

-1)6.68 
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intlow through intormal t.lnancial institutions (i.e. 

unorgenised pnrt or mone7 r.srket) in both the years (see 

Table 4.19). Further, outtlow through tormal tinanclal 

instl tutions 8& well as intlow through intormal tlnanclal 

institutions rose between the tvo years. &lt the tn~tgnl tude 

ot .,the latter exceeded that or the termer. As a result net 

lntlow into the sector as 8 'Mlole increased. 

Another notftwortb7 teature In regard to nows through 

/lntormal inst1 tutlons is that while the !endings or 
f 

cul~ivators to non-cultivators declined trom the leTel ot 

R~ 45.18 orores in 1961-62 to Rs. 24.96 orores ln 1971-72, 

their net borrowings trom traders end P.lL incressed trom 

Rs. 141.08 crores in 1961-62 to Ra. 2B!l.21 orores in 1971-72. 

In this connection it is worth mentioning tbet traders and 

PML generally borrow trom commercial banks ond 1 in turn, 

len:i the !nount to cult1Tators. To that extent 1 a rise in 

adYances by these credit agencies reflects increased loTol 

ot Indirect t1nanc1 ng by oommerclal banks end others to the 

sector. 

The data also mow that Y4tbln the class or tormal 

tlnanclal insti tut1on s, co-operatiyes end oom~ercial banks 

exhibited flows in opposite direction. For lnstenoe, net 

outtlow or tunds was noticed through oommerolal banks ln 

both the J&ars - ot the order ot 9.32 orores in 1961-62 and 

Ra. 4).75 orores 1n 1971-72. In ,contrast, net lnnow through 

co-operatives 1ncre!ltaed trom Rs •. 22.14 orores in 1961-62 to 
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Rs. 1)).33 orores in 1971-72. Furthermore, the outtlow aa 

8 proportion or income increased rrom 0.1) in 1961-62 to 

0.24 in 1971-72 while the intlow throuGh oo-operetiyee tta a 

proportion to income also rose trom 0.)0 1n 1961-62 to 0.74 

in 1971-72. 

The out-tlows observed in the oAse or ocm~eroial 

banks are in accordeno e w1 th the teet noted by the RBI' a 

All-India Rural Credit Review CoMQittee (1969) that 

commercial banks malnl:r acted as agents tor transtorrlng 

funds out or the rural sector. 

The increased inflow through oo-operetiTes 1a e 

consequence or· tester growth in ad venae accompanied b7 poor 

deposit mobilisation by tbon. 

4.4.1.2 Net Financial Flow: All-IndiA, 1961-62 to 19711-79 

Turning now to the time series analysis or net 

tinenoial tlows, we may mention that the financial sartng 

component ot the series hAs been estimated using d1tterent 

sets or assumptions. For insteno e, change in ourrenc7 

holdings or rural households (trom which change in ourreno:r 

holdings ot rural cultivfttora' is estimated) are assumed to 

be one third ot the change observed in ourrencr holdinga ot 

the aggregate 'Household' sector in the economy. Similarly, 

in the absence ot information on occupation-wise breek-up 

or deposits in CCBs, cultivator households' deposits hsTe 

been estimated by making en assumption thet 60 per oent ot 

total deposits or 1nd1T1dusls in CCBa are held bJ oult1Tatora. 
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Seving in the torm ot deposits in coEnerciel banks tor the 

period 1971-72 to 1978-79 t~re eat!mted using the information 

a.Y~il8ble tor the 78nr 1982. We ~MJ now sunrnerise the main 

tlndlngs that anerge from the annlJsis. The tlndings are, 

ot course, subject to the limitations or estimAtes outlined 

above. 

The data presEnted ln Table 4.1g reTeal that the rarm 

household sector wns a detlclt sector throustJout the period 

1961-62 to 1978-79 which covered the period or Third Plen, 

three AnnW!l Plans and J'ourth end Firth Plena. BoweTer, no 

persl stent trend is obserTed in the series or inflow or 

fUnds into the sector.. In absolute terms, the lnrlow 

increased till 1972-7) at the trend growth rate or 11 per 

cent per annum. Both the oomponents ot net financial flows, 

i.e. sevlng in tlnanclal assets end net obenge in llabllltles 

lncre~~Jsed at the smne trend growth rate ot 11 per oent per 

annum. However, tmm 1973-74 to 1978-791 net inflows 

tluotuated between Rs. 111.68 crores to Rs. 391..19 crores. · 

Ba•eYer, tor tour out ot slx 7ears they were leas than the 

leTel ot 1972-7). The decline in n~ inflow ot tunda during 

the period 1973-74 to 1978-79 (i.e. trom the last year ot 

tourtb plan till· the en:l ot tittb tl ve 7eer plan) is due to 

higher growth or tlnenolal assets which increased at the 

trend rate or 2) per oent per annum as egalnst a trend rate 

ot growth ot 16 per omt per Annum showed by net ohenge in 

ll~bilitie~ The high growth or financial assets wea malnl7 
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caused by the growth or com.11ercit~l b~nk deposits which rose 

at the trend rete or 27 per cent per ennum. As agAinst this, 

the annual trend growth or co-operatiYe deposits was 18 per 

cent. 

Re1At1nnm1p betwA~n net inflow of f'unt! R 
Bnd ss:.ring in phxsic"l A eeets 

It is already mentioned that the tlme-eerles data on 

cultivator households' saYings in· physical assets Are not 

aYaileble. However, time-series or gross tixed capital 

tormtlon 1n agriculture end allied activities (priyate 

sector) is avalleble trom the oso• a NAS. Slnce tarm 

investment constitutes a maJor portion ot cultiYator 

households' saving in physical assets, we IMJ' express the 

innow ot tunds as a ratio or g:mss tixed capital tormatlon 

in agriculture in order to examine the trend in tbe 

dependence or the sector on external tunda tor financing ita 

investment. These proport1e11a are presented in Table 4.19. 

From this table we rlnd that the aforesaid ratio Yario1 

between 20 per cent end )0 per cent trom 1961-62 to 1972-7). 

However, the co etricient ot variation ot thl s ratio was YerJ 

low (viz. 13 per cent), and tor most ot tbe 7eara it varied 

between 24 per cent to 2S per cent. On tbe oontrar,y, it wae 

dist1nct17 lower duling litth Plan period than during tbe 

earlier period, implying a reduction in the dependence ot 

the sector on external sources or tunda tor tlnancing ita 

investments. 

To sum. up, during the period 1961-62 to 1972·73 net 
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TAble lt. 19: Net Intlovr or Funds to tbe Rurel !'nrm 
· Household Seotor as a Peromtage or Orosa 

Fixed Capital !'ormtlon in Agriculture: 
All-India, 1961-62 to 1978-79. 

- --- ... -~----- ... - .. ------~------------
Year Net Flow or Gross Flxed Capital Net Flow or Funds 

Funds Formation 1n .Agr1- 1111 a Percentage 
culture (Pr1Yete or OJ'Cl" 1n Agr1-
Sector) at current culture 
prices (Col.(2)/Col.(3)) 

(Rs, ororea) (Rs. crores) X 100 
( 1) (2) ()) (4) 

- ~ - - - - - - - - -- - - - - - -· - !fA - - - - - - .. .. - - - --

1961-62 - 8S.66 )9) -21.80 

1962-6) -120.)0 438 -27.47 

196)-61,. -122.19 480 -25.46 

1964-65 -14).45 566 -25.34 

1965-66 -16).82 6S1 -24.9) 

1966-67 -202.90 747 -27.16 

1967-68 -227.19 882 -25.76 

1968-69 -28).42 91) -31.04 

1969-70 -294.44 1,047 -2S.12 

1970-71 -261..96 1,102 -24.04 

1971-72 -.224.74 1, 248 -18.01 

1 f112-7) -298.27 1,42S -20.93 

1973-74 -111.68 1,6)) - 6.89 

1974-7S -)94.19 1,81) -21.74 

197S-76 -260.)7 2,10) -12.)8 

1976-77 -251.)5 2,7)4 - 9.19 

1977-78 -)02.40 2,967 -10.19 

1978-79 -1)6.68 ),523 - ).88 

-- - - ~- - _._ _____ ------ .. -------------
(Contd.) 
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'!'Able 4.19: (Contd.) 

§ources: 1) ligures in Col. (2) ere taken trom 
Table 4.18. 

2) ligures in Col. ()) ere taken trom QQ!, 
NAtional Aooounts StAtistics. cso, 
Venous issues. 
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inflow to the farm household seotor and gross fixed capital 

formation in Agriculture increased pAri p~esu. After 1972-73, 

the latter continued to increase While the former declined. 

The decline in the volume of net infiow to the sector was 

due to a .taster rise in cultivAtor households' S&Ying in 

financial assets (msinly in the form of deposits in 

commercial banks) than net chanse. in liabilities or the 

sector. 

In this connection it needs to be noted that net real 

income from sgrJ.culture registered the highest growth rate 

().59 per oent) during the Fitth Plan period. (J'or the 

earlier period, viz., 1961-62 to 1972-73 it was 2.04 per 

oent per annum.) ·Thus, the observed high growth of savlng 

in nnanoial assets during the P'itth Plan mer .be attributed 

to the higb growth ot agricultural income during this plan. 

However, it may be noted that the efforts on the part ot the 

commercial banks to mobilize rural deposita (along with 

Reglonal Rural Banks as additional agenor introduced into 

the field) might also have contributed to the observed growth 

in deposita in these benks d1.1ring this period. 

4.4.2 Net F1n~no1Al Flows: StAte-wise 

The d~te on State-wise tlnanolal flows presented in 

Tables ).)7 an1 ).)8 reveal considerable variation across 

the States. For 1nstenoe, four states- Assam, Bihar, Kerala 

and West Bengel - mowed outflow of funds in both the years. 

On tbe contrar:y, GuJarat, UBdb)'a .Pradesh, Mabarashtra, Orissa 
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·end RsJa sthan exhibited en intlow in both the Jeers. Three 

States, nz., PunJab, TBilil r~edu, and Uttar PrAdesh, which 

witnessed en outtlow trom the fRrm household aeotor in 

1961-62, attracted intlow ot tunda on oepltal aooount ln 

1971-72. Finally, in three states, viz., Andhra Pradesh, 

Jfelii'Il.l ant Ksshm1r and Kama taka, the dlreotlon or net 

t1Mno1sl flows ~hanged. These states showed outflow ln 

1971-72 as against _intlow in 1961-62. 

In order to eD8lyse the atate-wlse pattern ot net 

tlnsnolal tlows,. we have croaa-olassltled the states lnto 

high or average or low sa1ing/inYestment atetua. ror tbla 

t1m independent ole ssifloetl ons ot. states, one aooordlng to the 

~av.lng rate, and the other wlth regord to lnyeatment rete, 

into these three gmups are required. Suob tJpe ot 

olassitloatl on or states aooordlng to saYing rate la glyen 

in ~able 4.11. Similar olaasitioetlon ot atntea with 

respeot to lnTestment rate -is presented in Table 4.20. The 

cross olass1t1oat1on or the states aooordlng to saYing rate 

and 1nyestment rete based on the information contained in 

these tvo tables is shown in Table.4.21. 

The t1ndinga that emerge trom tbla analysis ere as 

under. Firstly, out or tour states mlch exhibited outtlow 

ot funds 1n botb the years, Kerala bad hl~ saving rate and 

low inTestment rate mile Bihar had average saYing rste end 

average investment rate 1n both the ye~rs. Assem, on tba 

other band 1 belonged to ayersge eaTing rete end low 
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~Able 4.20: Stetes Rnnked ln Desoendlng Order ot 
Produotlve Investment Rates ot Rural 
Cultivator Households, 1961-62 end 1971-72 

----------- _ _. ____ ------------------

. ( 1) 

I 

' 
1961-62 ' 

state Produotlve ' 
Investment 
Rate (es ~ 
ot Inoome) 

(2) (3) 

1971-72 
State Produotive 

Investment 
Rt~te (as ~ 
ot lnoome) 

(4) (5) -- -
_______________ .. ____ _ 

GmuR 1 Kernataka 10.0) 
(High 

9.67 lDYestment CuJarat 
Rate States) 

Tamil liachl 7.50 

Jlabs ra aht ra 7.17 

PunJab 7.05 

Uttar Prsd esb 6.91 

Gmu:R 2 And bra Pradesh 6.)2 
(Averege 

6.)2 Investment R8Jsstben 
Rate Stt~tes) 

MadhJ& Prsdesh .S.77 

All-Imla 5.50 

Jw.nmu and KaShmir 5.22 

Group l Ker&la 
(Low Inves-
tment Rate Oris sa 
Stetea) 

Bihar 

West Bengal 

* Inclusive ot Baryana. 

).94 

). 01 

2.sa 
1, 10 

CuJarat 8.20 

PunJab* 8,19 

Kernataka 7.9) 

Kaharaahtra 6,1) 

lladhra Prad eab 5.40 

Tamil Nada 
I 

5.)0 

All-India 4.12 

RaJasthan 4.02 

lterala 2.48 

Andbra Pradesh 2.)) 

Ass em 2. 01 

Blbar 1.)4 

Jammu and Kaahndr 1, )2 

West Bengel 1,)0 

Orissa 1.04 

N,B,: Prepared trom Col,()) and Col,(4) ot Table 4A.1. 
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Teble 4. 21: Cl"' ssirlo ~ti on or the Stll!tes Aooordi ng to SAving nate end 
Prodl.tl tive Investment Rete, 1961 -62 end 1971-72 

High Investment Averl'!ge Investment Low InY estmeont -- - - ----
1961-62 

High SRving Punjl!l b (32.49) Ker'lb (22.27) 

KerM tE~kA (- 24. 55) 

UttAr PrAdesh (6, 71) 

TAITill Nedu (). )8) 

---------------
Aver'!!ge Saving 

Low SAving 

1971-72 

High Sl'lvlng 

MAhe rashtra 

Guje rAt 

Punje b 

GujA rat 

UttAr Pradesh 

AverAge Sll!ving Mahl'! rAsht re 

Low SRVing 

(-44.64) 

(-119,26) 

(-1)2.88) 

( 11.40) 

(-6!3.80) 

(-). 93) 

AndhrA Pradesh ( -1 ). 22) BihE~r (IS. 16) 

MAdhye PrAdesh (-19.45) 

RAjA sthen (-70.72) Orb sa ( -12. 17) 

Jemmu end Kll!shmir(-79.)1) West Bengel (2.79) 

-----------------------~---------

Kersh (1)7.77) 

__________ ..... ________ _ 
(-)2.99) Medhye Pradesh (-59.87) BihAr (37,)8) 

Tamil Nedu (•)0.))) Jemmu end K11!shmir(19.66) 

Rejl!lsth en (-106,64) Assem 

West Bengel 

(3). 74) 

(52.52) 

----------------------·--------·-----------------
Andhre Prl'!desh (10.82) 

Orissa (-14.24) 

* ~: Figures in PArentheses Are net t'inAn o1Al tlow into/out or the term household 
seotor, Negl'!tlve sign implies inflow of funds while positive sign means outflow 
or funds. Fit,"Ures or net flnenoiel flow ere teken rrom TAbles ).)7 end ),)8. 

* A.ver:J;_;e per household, 

N 
N 
0 
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investment group in 1971-72. !'or 1961-62 the serlng/ 

investment rates for Assam were not aveileble. The fourth 

stete in this group, Yiz., West Bengel w~~ts low sarlng low 

investment state in 1961-62 but shifted to ayerage saTing 

end low investment status ln 1971-72. This Shift bas taken 

place slnoe .APS ln l'est Bengel lnore9sed ln 1971-72 compared 

to 1961-62 w1 tbout much ohenge ln its produotlTe lnyestment 

rate in these two years. J.!oreover, ln Weet Bengel, Keral11 

end Bibsr ne.t financial saving (outnow of funds) as a 

proportion of totel sRrlng 1noreesed ln 1971-72 ln 

coapsrison to 1961-62. tt'hus, a l.fJre:er proportion of the 

sector's sering flowed out of the sector ln these tbrett 

states. Further, wlth unchanged APS (as ln Kerala) or 

inoreesed APS (as in West Bengal) this implies that outflow 

as a proportion of inoom.e increased in these t1110 states in 

1971-72 oTer 1961-62. In esse of Bihar as investment rate 

declined at a fester pace then saving rate, the outflow 

(i.e. net tlnanclal sev.lng) as a propor~lon of inoom.e 

increased in 1971-72 over 1961-62. 

Secondly, tive states, Tiz., GuJarat, Madh7a Pradesh, 

J.!abarAshtra, RaJasthan end Orissa bed lntlow into the term 

household sector in both tbe 7ears. Out of these, Orissa 

was lQw saving end low investment state in both the Jefllrs. 

Thus, in the oese ot Ori sse, fund tlow into the sector WI!S 

required to finance &Ten the low level of investment~ As 

a gal nst this, in oese of Madh)"B Predesh saving es well as 
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investment rates were average in both the Jeers, wblle 

Uehar~Jshtra h8d aTerage sa'Ylng rate but high rate ot 

investment. The state ot RaJasthan belonged initially (in 

1961-62) to low saT.lng and aTerage investment status. As 

we baYe mentioned earlier in seotlon 4. 2 all-India saving 

rete declined in 1971 -12. A a a result, Baja ethan 'ClOVed to 

the aYerege saTlng status retaining its average inTestment 

status in 1971-72. In Gujarat, the saYing rete was low 

and investment rate was hisn in 1961-62. In 1971-721 wlth 

the rise in its sa'Ving rate, the state sbitted to high 

investment/high saving st~tus but continued to draw tunds 

from outsld e sectors. Inoldentally, Yabar~shtr~t and Qujarat 

were among those states which tradl tionall7 had been in the 

roretront ·or the co.;.operatlve movement in the oount%"7. 

The relatlYely htgn·leTel ot _supply ot institutional loans 

(at lower cost) might have facilitated higher laval ot 

investment· in these st-.tes in spite or their status a a 

average/low sa'Vins rate in 1961-62. 

Thirdl7 1 three states, Tiz., Punjab, Uttar Pradesh 

and Tmnil Nadu, transferred tunda out or the sector in 

1961-62 but turned into states drawing fUnds from other 

sectors in 1971-72. Two states viz., Punjab and Uttar 

Pradesh were high sav1Dg end hlf#l investment st~ttea in both 

the Jeers. The state or Tamil Nadu, on the other hand) 

experlenoed a tall in lta saving ~ete ln 1971-72 end elided 

to average B8Y.lng/1nvestment status from high saving/ 
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iJIYestment status. The ohenga in the cUreotlon ot tunda 

tlow in the case ot PunJab end Utter PrAdesh follows trota 
. -

the teet thet cultiTetors in PunJab and in soma parts ot 

Uttar PradeSh responded to the new technology which came 

melnly in the torm ot HYV ot wheat. The new teohnoloa 

being capital-intensive required larger tunds. h-en a high 

level ot se"fing was inedequ~te tor meeting this requirement; 

heno.e, these states mel to depem upon outside sector tor 

the required tum a. 

A tourth set or· states, contains Andhra Pradesh, 

Jammu em Kashmir end Karngtak:a. The position ot these 

states changed trom intlaw to out tlow trom 1961-62 to 

1971-72. Out ot these, Andhra Pradesh experienced a decline 

in saving as well as investment rate and, a a a result, 1 ta 

status changed tmm a~erage sartng/investment to low sanng/ 

inTestmnt. The stat~ ot Kernata~ Md high ~anng and high 

investment in both the :veers. Howe'fer, a shift in source a 

ot tunct s in tawur ot .oul ti ntor moneylenders was noticed 

in this state. Correspondingly there waa a decre8se in the 

1mporten•oe or traders end moneylenders. This substitution 

ot one type ot informal credit agency (viz., cultivators) 

tor. the other type ot .agmcy ( "fiz~ 1 non-cultlyators) tor 

tunds probably explains the change ln the position ot 

Karnataka (see Appendix Table 4A.2). 

The above anelJs1s b8s ensbled us to lndentity the 

possible sit uat1ons ot saving/investment status \\blob hsd 
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resulted in either intl.ow or outnow or tunds. nowever, 

t10 points my b a noted: 

(i) There is considerable Terietlon among regions within 

the stAtes. But AS our sn~tlysis is et the st~tte level, it 

does not bring out the nature end oharaoteristloa ot eaoh 

reglon. 

(11) Seoon1ly, it is not possible to relate the tlow ot 

tunds to growth ot the seotor slnoe our data pertain to 

oross-seot1 on at tw points ot time. Coreover, this t:rpe 

ot enel.ysis 'IOuld require EJ)ing turtber into the oomposi tion 

ot investment, level or irrigation end institutional teotora 

like lsm dlstr!.butlon, marketing tacllities eto. Further, 

given the mul t1 ple rectors whioh phy their role in 

determining the level or development it la dittloult to 

uniquely relete the level ot development with either inflow 

or outnow tor a state. 

Betore we ooml ud a this cba pter, let us reoepi tuleta 

the main aepeots at enelysla ln this ohept er. We have 

analysed growth ot income, saving end their oomposi tlon. 

The nature ot net tineno ial tlows hsa elso been enalysed. 

One more important a q,eot rem1.1ins to be ansl:rsed : that is, 

the nature or dermnd function tor tunda (i.e. a gross tlow 

into the seotor). We heve dealt with this issue in the 

next chapter. 
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:rootnnteA 

.. 
1. Dsta presented 1n Table ).15 indicAtes th~tt the 

proportion ot rur11l workers to tot el workers engaged 

in unorgsn1sed sector or other serTicea bss gone down 

tmm o. 74 in 1961 to 0. 5fl in 1971. 

2. Dur1. rig the decade 1960-61 tO 1970-71 1 produatiOD Of 

gross f!grloultursl oomnodltiea increl!lsed at the trend 

rate ot growth or 2. 1 per cm t per annUDl while 

productivity per onlpped srea increl!sed bJ 1.6 per 

cent per annum (see Ch. H. Rao 1974). 

). Alegh's cross sectional analrs1s ot p~ttera or growth 

ot rood grains brl ngs out the teet that during tbe 

decade ot Sixties toodgralns growth ls pr1marll7 

explained by teotors llllch aa spread ot irrigation or 

multiple cropping in some. states (viz., Karnataka, 

Jladbys Pradesh, Bihar and West Bengel) whereas in otber 

states, Ylz. 1 PunJab, llaeyans end Uttar Pradesh lt was 

due to water-seed-tertillzer technology (Al,.g1 19l!O). 

4. Trend growth rates ot total sgrlculturel income tor 

the decade turn out to be slgnitloant onlr in the case 

ot ti ve states, GuJa rat (). 15) 1 Karns taka ( 2. 96), Kerala 

(2.66), Orlssa (8.01) end West Bengal (2.04). For 

PunJs b end Heryena time series ot income estlmstes are 

aTailable 1S.'65-~ onwards. 'Ibe growth rstes tor the . 

period 1965-66 to 1971-72 is ver.r high in both the 



states. For remaining states tba growth rates ere 

insignltioant. 

5. Re&~lts ot introduction ot new varietie.s ot wheat 

were most speotaoul.s r in the oesa or irrigated wheat. 

For instmoe, in Ludhiana diatriot where 6S per oent 

ot wheat C\lltivation la done under irrigated conditions, 

produot1vitF_1noreased trom 1,))6 kg. per ba. 1n 

1960-61 to ),)10 kg. in 1971-72. PunJab as a Wbole 

showed a remarkable inore&se in produot1Ylt7 ot wheat 

during the same period, _tba prodmtivit7 per hectare 

having 1mreased trom 1,20~ kg. ln 1960-61 to 21 2)S 

ln 1970-71 as against an all India average ot 1,)07 

kg. in the ls tter year (COI, 1976). 

6. HOwever, it needs to be noted that the trend growth 

rata ~lob ls estimated b7 t~~tlng regression to time 

aerie a data h8 a standard error and is not strlcU7 

oompsrable wltb annual growth rate or population Wbloh 

is computed using population at t110 points. 

7. Prot. R&th (1972) b3a pointed out that during sixties 

growth or g'l'Oss egrloultural produo tion wee ). 2 per 

cent per annum in Orissa. Out or tbla growth rete, 

1. 8% was so counted tor b7 per acre yield and 1. 4~ ma7 

be attributed to extension ot area. an this background, 

a rate or growth ot income or sround s~ compounded per 

annum (trend rate) is bArd to bolieve. 

8. It bts been mentioned in Chapter III that two types 
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ot saYing eatimtes, Tiz •. , A end Bare deriTed at 

ell-India level in the stud,- (see footnote ot 

Table ). )6). In the case ot tJpe 'A', estimates or 

saYing in pb,-sical assets pertain to the &Sb~egate 

ot cash end ldDd expendi turea. T7Pe 1 B' estimates 

ot saving in ph,-sical a sseta rater to cash 

expend! tures. In the discussion in the text or tbla 

cbBpter we bave used t,-pe 'A' estimtea ot saTing 

since stete-leTel estimates or saTing are derlTed in 

this manner. 

9. The data presented in Table )A.17 indicate that while 

the diatri bat1on ot incoae rrom aelr-emploJment ln 

non-agricultural actl'Yitles baa ebirted ln raTour or 

the top. class. However, non-egrlculturel income 

constitutes onl7 7 per cent or total income. Hence, 

the Sbitt in distribution or non-rarm income la not 

likely to change the overall distribution ot income. 

10. Some case studies conducted in dltrerent parts or 

the count rr indicate that rural saTing rate in better 

irrigated, new technology regions was higher Wblle 

in poorer, drier end less d7Damic reglons lt was 

lower. For inatenc e, aTerage saTing rate tor the 

tamoue high technolog dlstrlot ot Ludhlens in Pun3ab 

State in the t1r st t1Te ,ears ot introduction or IJtV 

seed ot wheat (1966-67- 1970-71) was tound to ba 
between 22 and 3 S per cent (Kalhon at. el 1972). In 



Ahmednagar district, a sugarcane growing region in 

the State ot J:sbnrashtra1 R't'erege propenalty to 

saTe was estimsted around )5 per cent during the 

per1cx1 1969-70 to 1971-72 (Kbsre, 1977). Similarly, 

in the well-endowed district or Coimbatore in Tamil 

Nadu State ot South India, the saTing rate on a 

sample ot 30 tarms (with 40 per cent irrigation 

ratio) aTeraged 10 per cent on small aDd medium farms 

and 17.8 per cent on large terms (RaJ8gopalan and 

Kr1shngmoorth7 1969). In contrast tba ayerage (net) 

saYing rate was found to be onl7 2. 2 per oent tor a 

set of 72 farms 1n the Hoogl7 district of l'eat Bengal 

State in 1970 (ChakraYart1 1970). 

Ayerage saTing rate of a state is a linear 

aggregetion of the sadng rates in different re&lona 

in a State. It high saYing phenomenon is restrioted 

only to certein regt.ons, this does not mow up in 

ayerege saYing rate tbr the state. 

11. No information is, however, available on how the 

distribution ot income in GuJarat hsa chenged oyer 

the period. It change 1n asset ownership is taken 

as its prorr-ind icator 1 the distribution a bows no 

change. For example, the shares ot assets or lowest 

5~, top 25% and top 1~ ot the cultiTator households 

at em-June 1961 em end June 1971 were as follows. 
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Lowf!Bt 5~ Tol! 2S~ To~ 1~ 

1961-62 14.5~ 64.5~ 40.0~ 

1971-72 15.4~ 63.6~ 39.~ 

J'or insteno e, Shift in o~npping pattern alone 

accounted tor 3.09 percentage points or the annual 

compound growth rate or 4. 5 per oent or orop output 

in CuJa rat during tb e period 1951-54 to 19SS-61. 

There was 8 lflrge sbltt or area away from millets 

to higher valued omps during this period (see 

Uinm s, B.s. aid Vaidyanathnn, A •. 1965). 

13. 'l'his is s\.lpported b7 the data from tha RBI• a 

AIRDIS (1961-62), AIDIS (1971-72), AlDIS (19S1-82) 

on asset composition. These data indioate that the 

sbsre of valua or agr.l.oulturel implements and 

mchinery in total Yalue or assets held b7 oultiyator 

households at aid-December 1962 increased from 1. 3 

per cmt ln 1961-62 to 1.8 per oent at end-June 1971. 

V.'hen the stook of egrloultural implements and 

machinery le deflated by national lnoome deflator 

tor this asset, the compound growth rate works out 

to 5. S per o mt per annum. The a took grew at a 

feste·r rate of 8. 03 por oent per annum during the 

decade 1971·-to 1981. Aa a reD.llt 1 ita share in 

total vel.ue or assets rose to 2.6. per oent at end

June 19S1. 

14. For the countr,y es 8 ~ole tbe proportion or 
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irrigated area to gross sown area increased from 

18 per cent in 1960-61 to 2) per cent ln 1971-72 • 

. In the states or GuJarat, Jlahsrasbtra end !ladbJe 

Pradesh, proportion or area under lrrlgatlon was 

low initially, grew at a taster rate than for the 

whole count17. In PunJab, Hflryana ard Uttar 

Pradem where the proportion. of area under 

irrigation was high initially registered also a 

high growth rate. 'l'he pmport1on. of area under 

BYV or wheat ina rea sed tmm 4. 2 per cent in 1966-67 

to )0.) per cent in 1968-69 11hile that ot rloe 

lnoressed fmm 2. 5 per cent to 7.3 per cent between 

these t110 years. 

15. In the literature on deYelopmnt economics there 1a 

a controversy regarding tlmlng end direction of net 

reoouroe trensters (which is a composite of factor 

income transfers and saving transfers) into 

agriculture in early stBgea ot deTelopment (see 

Mellor, 1973 ). Some have expressed tho Tiew that 

large aeving trenstera into agriculture are necessal'J 

to promote the growth or the sector which taoilltates 

process ot 1ndustr1elizat1on. An exaotly opposite 

view bas been expressed by otherl!l. HoweTer, the 

desired direction as well aa mgnitude or saving 

flows in each deTeloplng co~nt1'7 depend upon 

situations preyalling ln tb8t eoonomy. For instance, 
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it was :found that in Japan savings outflow trom 

agriculture m!de e. signiticsnt contribution to 

industrialization while in India intlow ot tunds 

into the sector was observed. It he. s been argued 

that this intlow was essmtial to promote 

agricultural growth without which lndustriallzetlon 

w:>uld have run into serious bottlenecks (see Modr, 

Mundle end Raj K.N., 1981 ) • 

16. The methods or estimating rural cultivator households' 

financial saving end change in liabilitia s. tor the 

period 1962-6.3 to 1970-71 end 1972-7.3 to 1978-79 are 

as follows. 

Financial Saving 

The esttmtes ot financial saving ot rural cultivator 

households in the tbrm ot currency holding, lite 

insuranoe premiums, small savings, deposits in 

commercial banks e.nd shares ot end deposits in 

co-operative banks are derived using seme data 

Slurces and more or less sl.milar procedures as those 

employed :for obtaining the estimates tor the years 

1961-62 and 1971-72 (see Section ,3.6.1). 

In the case ot lite insureno e praniums, share 

ot rural households has been assumed to be .30 per 

cent for the peliod 1962-6.3 to 1970-71 while 25 

per cmt tor the period 1971 onwards. Entire 

deposits in rurel brenohes or commercial banks are 
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attributed to rural households in sixties. 

However, 1971-72 onwards onl7 82 per o mt or the 

total deposits in rur a1 brenohe s or oommeroiel 

bsnks have been attributed to rural households. 

For the years 1962-63 to 1970-71 1 the shares 

ot cultiTator J households in all these assets 

(except lite insurmoe premiums) in saYing or rural 

households are d eriYed us1 ne: en implicit growth 

rates between the ob serYed a tore-said shares ln 

1961-62 end 1971-72. lbereas ln the oase ot 

1nsureno e prEII11ums the share obsened ln 1971-72 1s 

assumed to hold. g>od tor the entire period. 
the 

The series or saYing in/rorm or pro rid ent tund 

contributions am net ohange in !endings are 

constructed us1 ng the growth rate lmplioit between 

1961-62 and 1971-72. 

Net Ch~rge in LlAbllitles 

Commercial bsnk outstendlngs ot direot tinanoe 

to cultivators are available rrom BIBs tor the 

period atter 197). Outstendings tor the period 1973 

are carried backward to 1972 using the growth rate 

ot outstAlldings between 1973 to 19SO. The estimates 

ot net change in liabilities sre derived as: 

Outstondings(t+1) _ Outstaming(t) 

Net change ln llablllties or cultlyator 

households from PACe, PLDB, CCBs are deriYed trom 
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RBI' s StAtlstlq el St-.t~~~nte Rel,~lDg to Co-

ope n.tl!.,! ?lovment ln Im 1,.. ftgures or Goyernment 

t1nano e to egrloulture are taken trom RBI• s R~port 

on Currenor erd Fln.-noe. 

The aeries or net change in lia bill tie a trom 

traders end FUL h8 a been est111".8ted b:r linear 

interpolation us1. ng the growth rate impliolt 

between 1961-62 and 1971-72. 

17. As a matter ot taot, when repa)"menta to go'fernment 

are netted out, e'fen the sign ot net t1 nanoial now a 

is likal:r to change tor the :rears llhloh had small 

intlow or outtlow. 
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Append 1 x Tl'l ble 

Table 4A.,1: Rete of Investlll"nt in Productive Phyflicel Assets in Ditterent 
StAtes, 1961 -62 And 1971-72 

( Pero ente gea) 

- - - - - - - - - - - - - - -- - -- - - - - - -- - - --- . --- -s. 
No. 

StAte Investment in Ftnm And Non-term 
Assets As s Peroent~~tel Inoome 

Net of Sl'lles Gross of SAles 
1961-62 1971-72 1961-62 1971-72 

( 1 ) (2) (3) (4) (S) (6). 

1, Andhrl'l Pr'!desh 

2. 1\ssem 

3, EihA r 

4. Guje rst 

6.32 

2.88 

9.67 

s. Jemmu eni Kashmir S. 22 

6. Kerne tAkB 10. OJ 

7. Ker!'l le 3. 94 

~. Medhye Pradesh 5.77 

9, MehArRshtrA 7.17 

10. OrissA 

11. Punj"' b* 

1 2. Rl'lje sthen 

13, Temil Nedu 

14. UttRr Pradesh 

1 S. West. Bengel 

All-Ini 1e 

). 01 

7.05 

6.)2 

?.SO 

6.91 

1. 10 

s. so 

*Inclusive of Hs~ne. 

2.)) 

2. 01 

1, 34 

8. 20 

1. 32 

?. 9J 

2.48 

S.40 

6,1) 

1. ~ 

8,19 

4. 02 

5. 30 

5. 81 

1, 30 

4.12 

11. 8') 

s. 90 

11.04 

6.87 

14. 51 

6.88 

7.94 

9.)) 

4. 81 

11, 61 

11.86 

1).41 

10.50 

). 02 

9.07 

J. ')8 

2.')6 

).95 

9. 48 

2. 85 

10.79 

J .61 

7. 27 

9.48 

2. 42 

12. s6 

7. 29 

7.10 

7.84 

), 22 

6. 26 

3.)S 

1. 9) 

1. 07 

5. 11 

2.41 

') .48 

2.10 

1, 81 

3.41 

2. 73 

2.30 

2. 13 

4.70 

1. 8) 

o. 58 

2, 60 

0.9) 

0.9!i 

1.01 

4.60 

1. 20 

3. 64 

1, 04 

2.26 

3.88 

0.78 

4. 56 

2. 34 

). 10 

2.22 

0.81 

2.20 

N.B.: 1) Columns()), (4) 1 (S) And (6) oomputed from Tebles ).44 1 ).45 1 3.46 end ).47. 

2) Xstii!J'Ites of investment in fixed assets in tenn business sre teken from 
RBI' s ,AID!S I 1971 -72 I 19 77. 
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Appendix Tabls 

- T~ble 4A, 2: Compo s1 ti on ot Loans Borrowed by Rural C\11 ti-. 
vetor Households flOm Non-institutional Credit 
Agencies in Ditterent States, 1961-62 am 1971-72 

-- - -~----- ------------- ---~-s, State 1961-62 1971-~2 
No. Cultivator Non-Culti- CUltivetoron-Culti-

Money- vator Money-Money- vator Mone1-
lenders lenders lenders lenders 

( 1) (2) ()) (4) ( S) (6) __ ._ _____ ._ -- ... -- - - - - -- - - - - - -------
1, Am bra 0.8) 0,'17 0.7) 0.27 

Pradesh 

2. Assam 0.80 0.20 . 0,)6 0.64 

). Bihar 0.81 0.1) 0.94 o.o6 

4. GuJeret o. a, 0.74 o.m 0,80 

. 5. Jemmu em 0,4) o.s1 0.44 o.s6 
Kashmir 

6. Karn'ltake 0.81 0.19 o. 91 0.09 

7. Kerala 0.72 o.a! 0.72 0.28 

8. Madhya Pradesh 0.74 0.26 0.)5 o.6s 

9. Malls resht ra 0.82 0.18 0.68 0.32 

10, Orissa o. S1 0.43 0.9) 0.07 

11. PunJab 0.82 0,18 0.54 0.46 

12. ReJesthan 0.59 0.41 0.39 o.61 

1). Tamil Nadu 0.90 0.10 o.8o 0.20 

14. Utter Pradesh 0.84 0,16 0.74 0.26 

15. West Bengal 0.72 0.2S 0.82 0.18 

All-India 0.70 0.)0 0.52 0.48 

N,B,: 1) Computed from'l'able s ). 44 and ).45. 
2) Col.())+ Col~(4) • 1~. 

Col. (5) + Col. (6) • 1-00. 
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CHAPTJm V 

JIODXLS OF D17.t\ND I.QB. LOA.tt S BY RURAL 'F ARV IJOUSDtOLDS 

In this ch~pter we shall be analysing the natura or 

demand tor loans trom the cultivator households ln n1ral 

money narkets. The demand in the sa mrkets malnlJ 

orl gina tes 'from the sizeable but heterogenous ols ss or 

small, medium md big cultivator-households (spread oyer 

ditterent agro-cllmtlo regions) 1 to t1 nanca Yar!ous types 

ot expemitures, e.g., consumption, current expenditures 

and capital investments in both term atd non-rarna business. 

The purposes rmd som-oes (e. g. 1nst1 tutional and non-

1nst1tut1onal) o't borrowings, their absolute leYela end 

oomposi tiona TRl7 among the regions and w1 thin oult1Yator 

households BDd mnong dltterent asset groups. Hence, the 

demand tor total loans is analysed at aggregate laYal (l.e. 

tor all households) end tor ditterent trsotlle groups. 

J.~oreover, as the om t1nued domina no a or non-lnstl tutlonal 

finance ls the most oharacterlstlo or eyen en intriguing 

trait or the rurol money markets, the borrowing beharlour 

in the sa mrkets is separatel7 analysed. 

The relevant cross-sectional data on these aspects 

are evallsble tor the years 1951-521 1961-62 rmd 1971-72 

trom RBI•s decennial Debt and Investment Surve7s. In the 

present stuiy, we have analysed these data tor two points 

ot time Ylz., 1961-62 and 1971-72 aid compared the structure 
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ot demand tor lOftns at the sa points. 

The chapter c ontelns three sections. Sections 5.1 

and 5,;.:2 deals with nature an:! ohttracteristlcs or rural 

money mrkets. In Sections 5.), 5.4,·5.5 am 5.6 and 5.7 

we present an analysis ot the borrowing behanour or 

cultl vator households. 'l'he analysis i a done at two leYela. 

P'irst, single equatlon models tor cultiYfltora' demand tor 

total and non-institutional loans are formulated. Second, 

atruotural equations models are formulated in order to 

&%plore the causal structure between explanatory Yariablea 

ln single equs tton models. 

5.1 'rHI NA't'ORB OF RURAL 'MONXf MARKIT 

The rural money market ln ID11a consists or a large 

number. ot loosl n:arkets spread over the rural area. 'l'he 

loan transactions in these mrkets are most17 localized, 1.e. 1 

borrower in one regl on has little contact with the lender 1n 

another reglon. The extremel7 wide reglonel yaristion in 

the interest rates (partially) testifies thia1 (see Table 

5.1). 

In these looal markets, demand originates trom a 

Yery large number or snell, med~u= and big oultlyators and 

non-cult1Yators tor t1 nancing 'farlous types or expendl turea 

auoh ea current consumption expenditure, erpendl tures on 

mrrlage, deeth ceremonies, purcha sa of seed, fertilizer, 

purchase and melntenenc e of macbi_ner;r, purchase or cattle, 

expenditures on building source of irr1get1on, etc. 
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State-wise Ver1etion in ATerage Rate ot 
Interest on Loans AdTenoe to Cl.llti Tetor 
Households, 1961-62 end 1971-72 

- - -- - - ~ - - - - ~ - --- - - - - -- - - - - -- - - - -ATer~ge R~te ot Interest (~ per ~nnun) 
B~~ed gn Stete ATerage Ayerage Coett1-
.-yer,ge (simple) (Weigh- o1ent ot 

Bigheat Lowest ted) Tariation 

--~-~-------------~-------------
Charged b7 1961-62 29.22 7.07 1S.4S 
.All oredit 
Agenoies 1971-72 24.34 10.94· 17.49 
(R2) 

Charged b7 
Non-inatl
tutlonal 
J\gmoies 
(Rtf1) 

1961-62 )1.26 

1971-72 26.9S 

10.12 

14.3S 

17.80 

21.0S 

Charged b7 1971-72 
Non-insti
tutional 
Agenoiea 
(Ru1> 

i) Bottom s~ 
ot cult1Ta
tor house
holds 

i1) Top SO% 
oultiyetor 
households 

3).18 1S.8S 24.32 

27.4S 12.12 20.77 

16.)8 

17.99 

18.95 

21. S9 

23. S9 

16.74 

0.)86S 

0.2525 

0.3496 

0.2414 

0.2425 

0.2495 

------------~------~----------
Notes: (1) R2 represents the average rate ot interest 

otiarged b7 ell oredit ageno1es. The eTerege 
interest rates are worked out uaicg the borrow
iDBa within the Tarioua ranges ot interest as 
weights. Interest tree loena end loans at 
unspeoitied or non-calculable rates ot interest 
haTe not been considered. 

(2) aNI 1s tte aTerege interest rate preTe1ling 1n 
tli8 unorgmized rural moneJ market (1. e. the 
interest rate oharged b7 non-instl tutlonal 



239 

,.,. bl t!t 5 I 1 (COD tdl ) 

oredlt agencies). For 1961-62 ~I la 
celoulated ln slCLllar manner ualng 
_unpublished date trom the RBI• a AIRDIS~ 
'l'he method adopted tor 1971-72 ls e~la1ne4 
ln the note ot Table 5.). 

Sources: (1) RBI, AIRDIS: 9661-62, RBI B.alletln 1 Jiol. 19 
(September 1 1 5) • 

I 

( 2) RBI, AIDIS: 1971-72 I 197B. 
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on the suppl7 aide, the natm-e ot rural mon87 market 

is dualistic. The t1110 segments of the dual1stio market ere: 

orgeni~ed (institutional) and unorganized (1.e. non

instltutional).2 The organized segment oonslsts of those 

credit and banklt~g lnst1tutlons (such as, tor exemple, 

co-operatl ve beaks 1 commercial bSDks, regional rural banks 

and government), whlch are a part of natlonall7 regulated 

netwrk ope rating ln rural regions. 'l'he unorganized sector, 

on the other hand, ia vlrtuall7 unregulated and consists ot 

heterogenous class ot private mon87lenders ot different 

professions end trades. 

A large proportl on of the cultivator-households have 

access to both these sources. However, certain olasaea of 

cultivators (e.g. a olass ot;.medlum and large tamers) seem 

to have a better and greater aooeas to the taoillties 

tlowlng trom orgm~ized segmant (see Tables s. 2 and s. ;J). 
There wsa also considerable variation ln relative 1mportenoe 

of loans trom orgsn1sed segnent (in terms of ita share ln 

total loans) among states (see Table S.1S). The variebillt7 

seems to be greater tor bottom rungs ot the- cultivator 

population than for the upper strata of oultlvatora. (The 

coefficient of variation of this variable, viz. 1 proportion 

ot instt. tutlonal loans to total loans given in Table S.19 

is 0.69 tor the former class While it ia 0.44 tor the latter.) 

Over tba period 1961-62 to 197t-721 at tbe all-India 

level, the institut1on8l loans increased f!Om Rs. 292.40 
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crores in 1961-62 toRs. 8)1.98 crorea in 1971-72 wblle 

non-1nat1 tut1onal loans rose trom Rs. 828.79 crores in 

1961-62 to 869.49 in 1971-72 ('tables ).4) am ).44). As 

a reml t ot the taster rise in instl tutlonal loans, tbe 

share ot inst1 tut1onal loans in total loans obtained ;Rral 

oultiYator s went up trom 0. 26 per cent in 1961-62 to 0. 49 

per cent in 1971-72. At the same t1me, incref!s1ng 

. concentration ot inst1. t&!tlonal loana in topmost bracket 

was noticed· (Table )A.17). As we shall see later, thla 

dltterentlal access to organized market leads to b1gbl7 

unequal barga1nil]8 power ot the agents 1n the tMrket. 

TAble Aversge Interest Rate Paid on loans b7 
Dltterent Asset Clasaea ot the Cultlyator
Housebolda, 1961-62. 

- - ---... ~ .. -- - - - -- - -- - - - -- .. _. - - ---- --
Asset olass 

(Value ot 
assets ln Rs.) 

'1) 

Ayerage intel"ftst 1"8te on 
lo-.ns flld'Yf!no ed by 
All credit Non-lnstltu-
egenclea ·tlonal Agencies 

'~J . '~J) 

Proportion ot 
lnstl tutlonal 
loans to total 
loan a 

(4) ---- .... --------- .. - ... -----------
Less than SOO 16.80 17.78 0.09 

soo- 1,000 1s.3a 20.70 0.11 
1, ooo- 2,SOO 18.84 20.84 0.14 
2, sao- s, ooo 17.)2 19.82 0.20 

s,ooo-1o,ooo 15.82 18.)9 0.2) 
1o,ooo-a>,ooo 14.89 17.93 0.29 

20, 000 &. a boYe 10.98 1).)9 0.)9 

----- ........ --- - -- ------- --- -- ---All Asset Oro ups 16.)S 18.95 0.26 
-~-- ...... ____ ---- --- - - .. -- - - - - ~ - - - -

(Contd.) 
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N. B. : The method or computing Ruy end figures in oolumn 
- 4 is as explained in the H~te to Table 4.). 

SourcPs: 1) RBI, AIRDIS: 1961-62, RBI Bulletin, Vol. 19 
(Sept enber 1965). 

2) RBI, AIRDIS (UnpUblished data). 

5. 2 CHARACTXRISTICS OF ruRAL liDNIY' liAIUCBT 

There are oruolal SJstematlo differences in these 

two types or oredlt egenoies. 

Inst1 tutiond egenoiea moat17 lend tor produotlye 

purposel. 
' ' 

For example, oo-operatlyes advanoe loans tor 
. ' . 

tinanolng ourrent tam business expenditures end term 

oapltal investment. : The loans are adYano ed tor different 

purposes tor different peri oda (e.g. short term loans tor 

current ta:rm business expenditure• end medium-and long-term 

loans tor term oapltal lnTestments) at different rates of 

interest. The loans are secured primarll7 against land. 

GoTemment tlnanoe is eYallable onl7 to oertaln oate~r1es 

or people md tor det1ned purposes. 

The size of loan operat1 on a and the rate or interest 

in orgmlzed sphere io edmlnlstered bJ the ReserYe Benk of 

India. The rate or interest is more or leas uniform over 

the States. 

In cont raat, the non-inst1 tutlonal egenai ea lend tor 

ell purposes and do not Uml t their finance tor speo11'1o 

purposes. Nor do the7 oharge dltterent rates ot interest 

tor different purposes or dltterent repayment duration i.e. 

long terQ or abort term. 4 Moat ot the loans are advenoed 
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TAble 5,3: AYerege Interest Rate Peld on Loans b7 
D1tterent Aeaet-Classes ot Cultlyator 
Howuholda, 1971-72 

~-~--------~~-----~-----------Asset-Class (Value 
ot assets ln Ra. ) 

( 1) 

AYPr~ge Int8re&t rete 
nn lo,nB 8dY~no~ bi 

All oredlt . Non-lnst tu-
agenolea tlonal 

(R2J ageno1ea 
f;\a) (2) 

Pro portl on ot 
lnstltutlonal 
loans to total. 
loans 

(IL/'l'L) 

(4) -- .. - -. - - - -- --- - - - -- -- -- - - - --- --
0-·~ soo 

sao- 1,ooo 
,-,ooo- 2, sao 
2, soo- s, ooo 
s,ooo- 10,000 

1o,ooo- 1 s,ooo 
15,00o- 20,000 

:n. 000- )0 '000 

30,000- so, coo 
so,ooo-1,oo,ooo 

1,00,000 and aboYe 

2S.S6 

24.86 

22.98 

21.42 

20.44 

19.50 

17.1t0 
1 s. sa 
16.04 

14.27 

12.57 

26.86 

26.1 s 
24.76 

2).)3 

22.79 

22.40 

20.97 
16.)4 

19.99 

19.21 

17.08 

0.11 

0.16 

0.24 

0.26 

0.)1 

0.40 

o.so 
o.so 
o.ss 
0.64 

0.69 

---- - - - - - - --- - - - - - - --- - - - .. -- -- -All wlt. h.h. 17.99 21.59 0.49 -- __ .. ______ ---------~----- ----
~: (1) Bui la oaloula ted as follows: 

B2- P X 9. 
2NI • 1 - p 

where P 1a the proportion or 1nst1 tutlonal 
loans to total loans borrowed (exoluding the 
loana borrowed et 'Nll' and unapeoltled, 
non-oaloula ble 1nt ereat-ratea). 
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~Able 5.3 (oontd.) 

(2) ror oaloulat1ng tigurea in Colum 4 
asset group-wlae d1atrlbut1on ot 1natltutlonal 
loans obseryed 1n AlDIS, 1971-72 la applied to 
epportlon tbe all-India estlmste ot 1natltu
t1onal. loan a t'~nm Table 3~ 2S 8lll0ag the e11et 
groups. Figures ot non-lnatl tutlonal loans 
are taken from .AlDIS, 1971-72. 

Souroe: ( 1) RBI, AlDIS: 1971-721 197S., 
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on per!Onal seourlty end against Yerbel pledge. (The 

avalleble lnformtlon tram RBI surYeys 1nd1oatea tb8t 93 

per cent an! 68 per cent or loans edYano ed by non-

lnatl tutlonal agm cie s to cultivators ere edYanoed on 

per!Onsl seourlt7 in 1961-62 end 1971-72 reapeotlyely). 

There is 8 greater tlerlbillty ln operation and moneJlendera 

adopt their lending procedures to suit the oonvenienoe of 

the borrow era. 

The size or loen operations in unorgenized tMrk:eta 

and retes ot interest in tb eae merketa are determined, among 

others, by looal mArket toroes i.e. demnd and &11ppl7. In 

these markets, the molal end eoonomlo structure or rurel 

areas influence both the demand find supply al tu8t1ons and 

induces certain non-competitive tendencies or trelts.S 

Firstly, competition from mone.ylenders from outside villages 

is almost non-existent, since most or the loans are advanced 

on permnal security end ottm without a real collateral. 

The intimate knowledge or borrower's 'oberaoter end repa)'1ng 

oapaclt7' ere therefore or utmost importanoe. Tbere la TeJ"7 

little that esoBpes from local mon~lender's eye relstlng to 

the circumstances or his debtors, whereas outside moneJ

lendera do not hAve this knowledge and tbla puts barriers 

to entry ot the outs! de moneylenders. 

Secondly, borrowing end len4ing ere often interlocked 

with prodmtlon end trading arrangements (e.g. shere-oropplng, 

lending 9 gal ns t tb e 8 sa ureno e of aell1 ng the prod ua e to the 
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lender-trader). Thus, the return received b7 the lender 

is . not onl7 tor extending credit but includes also reward 

to some additional teotor input or prod uotive service. 

This vests u th the leD1er opportunit7 am potential power 

to raise or lower the rete or interest that would maximize 
6 

his own total surplus. (i.e. income trom interest end 

rent e.nd surplus trom trade). Th.e lenders hl!ve subJective 

assessment or own opportunitJ oost, repaying abilitr ot 

tbe borrower end risk or derault. This assessment lo 

influenced by their knowledge as a trader end/or as a moner

lender. 

Incidentally, the elastiolt7 ot demend tor loans ma7 

ditter trom one economic ola ss to Another. 'l'his, together 

with the rectors di soussed a boTe trom the aide ot supplr, 

facilitates a kind ot dlttermtial treatment and dlsor1mlna

t1on in the plio a (interest) charged among the borrowers. 7 

In Tables S.2 and 5.3 we have glven the data on interest 

charged b7 moneylenders to ditterent size-classes or 

cultivators. 

Thus, because ot the vulnerable and weelc poai tion ot 

borrowers in low asset groups (in partloul~r Who borrow 

mainly tor consumption purpose) etd a lack or ruttioient 

countervening alternative appearing rrom orgenizcd segment, 

the lenders m Joy the power to diotrate terms favourable to 

them, aid rorce them on their 1 all or nothing demsnd curve•. 

It bas been argued that tbe monopollatic/ollgopol1st1o 
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powers or rural mone,lenders rea1lt ln yer7 hlgb lntereat 

rates end whlo h are too high than the risk: inYolyed 

warrants (Chendeyarlmr, 196S). JloweTer, qut~~ntit~ttiye 

separation or these two elements i.e, risk end monopolistio 

protlt, or lnt erest rate ls rstber dlrrioult. 

S.) NA 'I'JRE AND D'RTTl:1.fiU ANTS OF BORnO'liD:GS 

We ~my now examine the nature ot loans, (i, e. their 

duration aD! purposes) vhloh are raised rrom the institutions 

discussed above. The components or total loans b7 purpose 

and duration are summarized below. 

--- - - -- - ---- -Non-produotlye 
(:Examples) - - - - - - - - - ~ - - - ~ - - - - ~ - - - - - -- - --- -

Short-term 
(upto 1 S months) 

Purchase or inputs 
e,g. fertilizers, 
seeds, maintenance 
expend! t ur e, pa JIIlent 
or wages, eto. 

Current consumption 

Long-term . Purch~tae or produo- Erpenaes on sccount 
(including medium -tiye esseta, liye- or mrriege, death 
term loans) stock, machinery (e,g, oeremoneis, eduoa-

traotor, diesel en- tion, 11tlgatlon 1 
glne) reolematlon ot eto, 
land, digging or wells, 
construction or term 
houses, eto. 

-~----~--~----------------~~-
N, B. : It is already mentioned tba t insti tutlonal agencies 

edYanoe primsrll7 produotlye loans (abort-term as 
well as long-term), whereas non-instl tLltional 
agmciea adYenoe both prodLlot1Te as well 8S non
produot1Ye loans; but do not charge ditrerent. 
interest rates tor produotive end non-prOduotiye 
loans. -: 



The eboTe classification or total lo&ns msy, perhaps 

conceal the inter-relrttedness end oTerlap thet we wish to 

point out here. The long-term productiTe loans may r11iae 

the current caeh re~1rement; e.g., the use or a pumpaet 

requires additional current expenditure on diesel or 

electricity. Similarly, a change in the technique or 

cultivation will also change the requirement or current 11nd 

capital credit. For instance, as h111s been noted in the 

fourth chapter, introduotlon or HTV increases the use or 

irrigation, fertilizer end energy consumption. Thus, the 

leTel or working capital req'IJroment rises resulting in 

1no reesed de:nand tor short-term credit. 

Another intriguing oTerlap between short-term 

productive end non-produatiTe loans arises in the case or 

sub s1stence temil7 taming. The demand tor consumption 

loans is partly tor· the payment or 'imputed wages' (Which 

the7 themsel Tes pay end rece1 v e). Thus 1 the demnd in those 

seasons when they aploy themselyes on their terms appears 

simultaneousl7 prod uctiye and 'non-product! ve'! There, ot 

course, exists demend tor loans to meet other non-wage 

(current} input purchases, e.g., seed, bullock services, 

end· pesticides, etc. It may also be noted that this Tet'J' 

segment ls most subJect to distress sales tbAt takes pl~ce 

immediately after harvest. Thus, a prioe-tall adTersel7 

arteots their expected lnoome. 

This lnter-reL.tion~lp between short-term produotiye 
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and non-prodmttve loans render the d1st1notlon between 

the two purposes somewhet dlttloult. Hence, lt seems more 

appropriate to look upon oredit tor these lte:as, as a klnd 

ot lumpa1m accommodAtion to tlll up the gaps ln outlay 

•blob o~nnot be met trom the·oulttvators' own resources 

during tbe non-income pm-lod between en7 t10 harvests. 

Precisely, duet o thls dlttloulty ln sep11ratlng these two 

types ot loan requtreme'!lt s, sepsrate anelJala ot demand 

tor productive lDltns m1d non-productive loans becomes 

1 mpos sl ble. 

5.4 TTm LXVEL AND OOJIFOSITION OF OORROWINGS 

The dsta present~L ln '!'able 5.4 Bhow considerable 

lnt er- state v~tr1at1ons ln per household loans borrowed by 

the rural caltivator-housebolds. The loan requirements tor 

produotive and non-prod uotive purposes also dltter trora 

State to State. 

The propensity to borrow tor produotl ve and non

productive purpose also ditters emong dltterent asaet-aize

olasses ot cultivator households. The d11ta ln Table S.S 

indicate that the proportion or loans tor productive 

purposes lnoreeses as we move up tbe asset (value) ola sa. 

The tendency or loans tor temily expenditure ls ln the 

opposite direction. 

5.4.1 F~otor~ Aff~oting the LeY@l of LoAns 

The loans (whether tor the purpose ot oapi tel. or 

consumption expenditure) ere raised because internal sources 
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T11ble 5~.!t.= .Level And Composition of Tot11l Loens aorrowed by Cultlntor 
Households: St11te-wlse, Purpose-wise, 1961-62 11nd 1971-72 

----------------------------- - - -- - --- - . Percent 111 fe of Lo111 ns Borrowed 
Pmductive--tArn I'Y'iiperidfture Oth~rs 

196f:o2 1971-72 1961-62 1971-72 1961..:62 1971-72 

( 1 ) (2) ()) (4) (6) (7) - --- - - - ----. -----. 
Andhre Pr~desh 39~9 

Assem 39~6 

Bih11 r 2812 

Guj11 rAt 43~ 6 

Jernmu 11nd 
KA shm1r 1 S~ 7 

K11rm~ tek11 4!3. 1 

!<:Arell! :?S 1 7 

Medh~ PrAdesh 44~ 2 

MAhl! rAsht re 6s I 0 

OrissA 

.Punj~ b 

R-.j" sthAn 

Tamil N11du 

Uttu PrAdeflh 

West Bengel 

All IndiA 

4S.4 

3 s. 3 

36.7 

so. s 
40.6 

40.0 

42.3 

44.1 

31. 6 

2). 8 

46.1 

27.2 

. 36 I J 

29.0 

46.1 

54.2 

231 2 

S2~ 9 

37.9 

37.3 

·1.0.4 

Co-efficient 
or Verl11 t:i on 01 2686 o. 275~ 

N,a.: ~· Including Hl!ryAne~ 

39.7 

56. 5 

6o. 1 

51. 7 

82.2 

40.4 

59.7 

4514 

)1. 5 

49.6 

57. 5 

57. 2 

31 1 2 

45. 1 

5510 

46.6 

4S. 3 

4).9 

S7~6 

4). 7 

6015 

49. 1 

51. 1 

45. 5 

42.1 

52.4 

40. 8• 

6816 

37.9 

52.0 

51. 4 

48.6 

0. 24SJ 0~ 1597 

** Excluding PunjAb And H-.ryenA. 

22.2 

). 9 

11.7 

4. 7 

2.1 

11. 5 

11.6 

10.4 

). 5 

slo 
7.2 

611 

18.) 

14.) 

5.0 

11 • 1 

10.6 

24. s 
18.6 

10,2 

12,) 

u .. 6 

19.9 

8.4 

). 7 

24.2 

1 ). 2* 

8.1 

9.2 

10.1 

11,) 

11,0 

0.6150 0.434!! 

275.9 

)S.B 
102.5 

)70. 3 

154.4 

)2).) 

20).7 

169.4 

220.9 

54.9 

)65. 1 

)89.4 

297.8 

167.5 

14). 9 

205.4 

The cAtegory 'Others' comprises loens borrowed for fi nanoing expend! tures 
on litigAtion, repayments or debt, ri nAnoiel investment, eny other purpose, 
more thAn one purpose, purpose not s pe oi r 1 ed. 

Source: (1) RBI, AIRDIS: 1961-62, RBI Bulletin, Vol. 19 (September 1965)~ 

(2) RBI, AlDIS: 1971-ll,, 1978~ 

206.56 

)0.91 

61!. 21 

)06. 415 

17B.27 

307.1!1 

11.). 55 

200.81 

250.60 

60.16 

973. 16• 

407. 9S 

2115. 9S 

166. 57 

127. 59 

207. 16 

1\J 
VI 
0 



~~bl8 ~.s: Level and Compolltlon ot Total Loans Borrowed b7 D1tterent Claaaea 
ot Rural Cult1Yator Uouseholde; All•Ind1a 1 Purpoaewiae, 1961-62 
aDd 1971-72 . ' 

.. - ... - -- -- .. -- - -- .... .- .. - --- - - - ., - - ------ .... -------:- ~ ._ -
Cla sa ot Percemge of Lee ns Borrowftd AyereiO per Rouse-
CUltlyetara Produotlve F~llx ~~n~iture Oth~rs hol4 ana 

------- ~~1=6~ -'~7~~!2 __ 
1~6!-~2~~1 :7~- ~9~1:~ -'~7~-!2 __ 1261-62_ 1971:~!•:)_ 

I 

II 

III 

IV 

All Claaaea 

26,) 

)1.1 

)6.7 

47.7 

42.) 

2).4 

21.'7 

)1.1 

46.) 

40.4 

64.2 

59.0 

5l.S 

43.9 

46.6 

65.6 

66.1 

57.5 

43.0 

46.6 11.1 

11.0 

12.2 

11.4 

10.7 

11.0 

S9.S 

9S.o 

1SS.J 

31S.s 

205.4 

6).0 

96.s 
14).0 

35).9 

207.6 

-~-----------~~--~~-------~----~------~----~--
14, B.: !be oompom t1on or the tour olaaaea ot oult1vator households ~n terms ot 

a aaet Tal ue a la a o tollowa: 

Douroes: 

.Asset VP~ ua 1n (Rs, ) 
m.~ 1961-62 1971-72 
-r- o-1ooo . o-2soo 
II 1 OQ0-2500 2SQO-SOOO 
III 250Q-SOOO S000-10000 
IV SOOO ~ aboYe 10000 aDd abOYe 

(1) RBI, AIRDIC: 1;61-62, RBI BUlletin, Vol.19 (Sept-=ber 1965). 
( 2) :RBI, Altl.1: J9_1-22, 1978. 

N 
\1'1 -
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tell short or the tot el. requirements. The time-lag between 

expend! ture and recel pt ot inoomea necessl tete a borrowings 

of current t7P8S. On the other band 1 capital lnyestment 

undertaken 11111 be 1 as far as possible, financed from peat 

accumulated savings or current asYlng eD1 tbe shortfall ia 

made good by raising loans paJin.; the Q:>ing reto ot interest. 

!be cultivator-household's current expenditures ere 

often unavoidable end therefore haYe low interea~ elaatioitJ. 

In case ot borrowing for investment expenditure, a comparison 

ot the e%pected rate ot net· return on 1t with rate ot 

int ere at to be peld on the tund s borrowed tor tlnancing the 

investment will be made ln deciding the borrowings. Needleaa 

to elaborate, the rate of return must be at loast adequate 

to cover the interest payment. Thus, the rate ot interest 

is negstiyely related to the demand tor loans. 

The role or savings 1n. relation to the qwtntum ot 

borrowings deserves some important obseryat1ons. Uoweyer, 

we shall discuss the nature ot this relationship in seotion 

5.4.). 

Thus 1 along w1 tb the desired leYela or 1nyestment 

expend! tures, the rate ot 1nt erest and saYings may be taken 

as the pr1mal'J' determinants ot borrowing decisions. All 

those otber factors that enter· in asoertain1ng desired 

increment to the capital stook (e.g. expected growth in 

output or change ln size flnd pftt~em or current apend1nga 1 

uncertainties, changes in rel8t1Ye prices or agr1cultur8l 
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and non-agricultural commodities, seasonal and cyclloal 

tluotuetlons end expectations) ere likely to intluenoe 

borrowings in!ireotl;r. 

Non-produotlve loans comprise loans tor current 

consumption ani tor expenditure on oerta1n aeleotecl items 

such as ceremonies, litigation or eduoat1on. A borrowing 

household would endeavour to retain lta leYel or current 

cona.tmpt1on somewhf!re between past minimum and lowest 

threshold, end thereby aYOld loan ~ount to the extent 

possible. In cas~ ot expenditure on atore-centloned apeolal 

items, the apendings etten lnYOlYe soolal oonalderatlons 

such as status, education or other unaYoidable expenses auoh 

as litigation charges, ceremonial expenses. These 

expend! tures are ottm unaYoldable end lnYolYe large euma 1 

and, therefore, the household's own funds may proYe to be 
. . 

lnadeqUBte. Theretore, in order to oapture intluenoe ot 

this Yariable distinctly, we include it as a separate 

Yariable. 

The above discussion or the determinants ot demancl 

tor total loans suggests that demand tor total loans depends 

on rate or interest (n), sayings (S), capital expenditure 

(CE) and family expenditure (rE) on selected items end can 

be summarized ln tbe tollowlng fUnctional ·relation. 

TL • t(R, S, CZ, FB) 

5.4.2 Plethoo o-r l:stiJMtion 

••• ( s. 1) 

Assuming linearity, the following demand function la 
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estlm ted by applJing OLS. 

- J!odel I (.,o-r All CultiTAtor Hou~u~hnlds) 

TL • J31 + P2R2 + f33CE + f34Fs + p5s ••• (S. 2) 

where R2 represents the aTerage or the rate or interest 

charged by all dltterent credit agencies (i.e. institutional 

and non-instl tutlonal) tor all types or borrowings and tor 

all purposes, OE measures per capita expenditure on purchase 

ot land, liTestock, implements end machinery, construction 

ot tar:n houses end irrigation sources, len1 improye:nenta 

and Cftl)ital ·expenditures on other itt\m:s, I'B stands tor 

average family expenditures on selected items (nature of 

ita const1 tuents are already mentioned aboTe), and S denotes 

sa'Ylngs or the oultivator-bousebolds. 

We hAve sttempted to explore tbis relstionehip wltb 

the St8te lnel cross seo_tlonsl data tor the :rears 1961-62 

and 1971-72. States ditter substantially in their 

geogrephlo el, oooupa t1 onal o ondi t ions, leTel. ot economic 

develop!llent in generel and deTelopment ot tinanoial 

institutions in partioulJlr. Moreover, as a result of 

unweighted tot8l.ling, the State leTel aggregates are likelr 

to be excessively dominated b7 behanoural tendencies ot . 

upper ssset groups. Therefore, we have estimted the 

relationship tbr dltterent traotiles ot cultiyator households 

tor the year 1971-72 tor which the dl!lte ere available. But 

the non-availability ot date on oertein variftbles by asset 

groups compels us to modit,r the speoitloetlon or the model 
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so that lt will be consistent 'lith the currently aTeilable 

date. The specification of the demand equation tor different 
.. 

tractile gmups is a a follows: 

Veri el II (For ll'rAotile Groups of CultlTAtors) 

(a) TL • <1 + ~C:B, . • • • (S.J) 

(b) 'l'L • o<'1 * + ot2•a2 + o< j CZ •• • (S.It) 

XqUBtlon S.) ls estimated tor top and botto::l 10 per 

cent, 2S per cmt and SO per oent or the aultlTator

bousebolds whereas equation (5.4) .is estimated tor top aDd 

bottom SO per oent or tb e households. 

s. 4.) lletur e ot D~JtPJ Used 

Som ob servatl ons on the nature or data uaed are ln 

order. 

RAte o-r Interest 

Slnoe there are legal st1puletlal8 on the mxlmum 

rate ot Interest allowed to be charged, the rates or interest 

that are ~eported ln the suryey are often understated. 

Besides, the reported rates or interest (l.e. nominal rate 

or interest) may fall to represent the 'eftootlve' rate of 

interest tor two reasons. 

Firstlr, moneylenders disburse a loan amount much 

lower than wbst is recorded in the loan document. Hence, 

tbe nominal rates ot interest are, in etteot, lower than 

the 'efteotlve' lnt ere at-rete paid by the borrowers. 

Secondly, as ~ntioned earlier, transactions ·in land, 

labour atd loAn markets are interlocked and when all these 



market tr~tnsacUons are considered together, the actual 

implicit rate ~ lnt erest that would be operstlng oennot 

be easily gauged. 

S-.Ting 

The yarlsble 'saving!.' represents the total aarlng 

ot the culti yetor households in the region as a whole (1. e. 

tbe saving of the lending household a plus the aarlng or tbe 

borrowing households). A rise in the saYings or the 

borrowing household a implies a rise in •owned tunda' and 

hence reduation ln demand tor loans, ceteris p-.rlbus.. On 

the other bend, it the sarlng or the surplus households 

rise, lt will not bev e 8DJ' direct impact on the quantum or 
borrowings. Hence we cannot predict the dlreotlon or 
relationship between s~Ylng end demand tor loans because or 
the ne ture ot the data. 

5.4.4 Rem1lte ot De!mnd Kgu8t1on tor Tot"l Lo-.ne 

The results or the demttnd eqU8tl on a 5. 2 and s. J and 

5.4 are presented ln Tables 5.6, 5.7, 5.9, 5.10. 

V.odel I (aggregate level : eq~tlon 5.2) 

Except oepltel expenditure, ell the Yarlables are 

ina1gn1t1oant tor the rear 1961-62. The marginal propenait7 

to borrow (UPB) w1 tb respect to capital expend! ture 1n rarm 

business (i.e. alze or estimated coetticlent or em) is 

signlticent at (at 1~ leyel) in both the years, i.e. 1961-62 

and 1971-72 and its magn1 tude remains almost unohenged. But 

the UPB with respect to saYing end the rate or interest l!lre 



IJ'~~tbl.- t 6: Correlation Jlatrlx Between Total Loans, Rete ot Interest, 
Capital Expmd1tl11"e ln J'arm lllalneaa, J'em117 :Expenditure 
aid SaYing: All Cl1lt1Tator IIouseholda, 1961-62 and 1971-72 

- ~ .. -- -- - ., .. --.. -- .... - .. - -- -- .. · -._ - - - .. -- - .. - - .. -- - .. ---
'l'L a2 c~ n -s · 

--~-~-----~--~~---~~-~---------~---~-----~~--
'l'L 1961-62 1 -0.649979 . 0.90117~ o.6484SS o.6744S2 

1971-72 1 -0.6)6072 0.912£1)4 O.S24077 o. 506703 

1961-62 1 -o.s6.5992 -0.414796 -0.4119SS 

1971-72 1 -o.4So7oo -O.)SSO)S -o.sas7S3 

CJ: 1961-62 1 0.70SS7S o.S49614 

1971-72 1 o.67769S 0.61)416 

J'Z 1961-62 1 o.790SSS 

1971-72 1 O.SS4002 

s 1961-62 1 

1971-72 1 

-~~----~~---~-~~~-----~-----~----------------
. . 

!!&.§...: J'or 1971-72 the co-relation ooett1o1enta an tor tourteen State•, l.e., 
exoludlng Pun~sb an4 Harrana. 

N 
\It 
....:J 



'!'~blo s.?: Eat1mted Demsn4 J'unation tor Total Loans: .All CUltlvator 
Households, 1961-62 and 1971-72 . 

. 
~ - - - - - - - - .. - - - - - .. - .. - - - - - - 4lt - - - .. - - - - - - - - - - 2- - .. - - - - ._ 
Year Conatttnt RJ Cl: S ·, J'B ll~ R . 'I 

(1) (2) (3 (4) (S) (6) (7; (8) · (9) -- ~-- -- ~---------- ---- .. ----- .. -------------- .. ---
1961-62 30. 2904' - 1.4422• - o.e121 - 56.1857• 

(0. 1921) 

1971-72 16.1719 - - 1. 54~~ 
(0.2004) - - 0.8))2 - ;9.9424* 

1961-62 26.95)6 - 1.419~~ - 0.0181 o.s123 - 25.9682~ 
(0. Zl) ) (0.161)) 

86.9644' 1. 7460=-: 0.6503 
~ 

1971-72 - - -0.2202 - )1. 2401 
(0.2684-) (0.1977) 

1961-62 11).)950 -3.1'fl9 1.2SS6• - - 0.6409 0.8144 )1.71~1· 
( 2. 57 ) (0. 22)). N 

"" ~ 
1971-72 2r17.0744 -8.7976~· 1.339f* - - o.SS45 0.66)5 42.1190• 

(). 983 ) (0. 198 

1~1-62 110.8939 -3.6926 1.23Yf* - 0.012f o.S410 0.7976 19.3941° 
(2. 91) (0.)0 (0.015 

1971-72 2S8.1918 -9.0797')• 1.5527• - -o.2ls1 0.9042 0.8755 )1.4614• 
().~09) (0.241) (0.1 6) 

1961-62 112.23e1 -).~69 1.6677• -0.4!38 - o.s626 0.6251 2).0194• 
(2.533)- (0.)60). (0.)66) 

1971-72 )16.tU39 -11.9471•• 1.51641t · -0.3747••• - 0.9157 0.8904 36.20SO* 
(3.933) (0.200) (0.19J) 

-------~----~---~--~---~~ ~-----------------~-~ 



TAble s.7 (oontd.) 

• S1£111t1cant at 1 per cent. 

•• S1gn1t1osnt et S per oct. 

••• S1gn1t1csnt et 10 per. oent. 

N,B.& (1) ligures in p!!rantbesea dtnote atanderd errors ot the estJ.m!tea. 

(2) Demnd lunotlon tor 1971-72 1s eat1rmted exolu41ng tho Statezs ot 
Pun31't b snd HerJ8Da. 



insignificant in 1961-62 but these tum out to be 

statistioftll:r significant in 1971-72. However, UPB with 

respect to family erpenditure ia insignifloent in both the 
' ' 

years and yield a wrong sign in 1971-72. 

·The step-wise inclusion ot the rete ot int ereat end 
. 2 

saving improves the R in both the years but inclusion ot 

.the var1eble or family expenditure, on the oontra17, reduoea 

lt margl.nally ln 1961-62. Thus, the variable tamilJ 

expenditure appears to be statistically superfluous. However, 

this may not be taken to imply that theoretically t~ily 

expenditure is lnsignitioant in explaining tba veriation in 

total loans and hence the model should be respeoit1e4 to 

exclude this variable, The re'lson tor tamll:r expenditure 

turning out to be statistically superfluous oan be explained 

in terms of the dominance ot the capital expenditure wbioh 

alone explains a maJor portion ot the variation explained b7 

these two variables in total loans (see Table S.S). 

T9ble S.IJ: Deoompos1tion ot the R2 of the Xat1mated Demand 
Function tor Tbtal Loans With Capital ~rpendlture 
in l'el'Dl Business and J'amlly Expenditure aa 
Jxplen~tor.y Variables 

-- -- -- - -- -- -- - - - -- - -- --- -- -- - - -Year Variation ex- Variation ex- Total Variation 
plained bJ CE plalned b7 rx . explained by 71 and 
in J'B CB in J'B, -- -- -- - -- - - - -- -- -- -- -- -- - -- -- --

1961-62 o.so 0.01 0,81 

1971-72 0.9S -0.12 0,8) 

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



tfodel II (treotlle-gtoup leyel: eqWttion s. )) 
The importent tlndlng that hes emerged from the 

eql1etions in model II(e), (equtJtlon S.)) la th-..t the 

msrglnel requirement to borrow tor the purpose ot oepitel 

expenditure ls lower tor borrowers ln upper asset groups 

then tor those ln lower esset gmups. The ditterenoe 

between the est11"'-- ted oo-etticlent tor the ole sses et the 

two extreme ends ot the distribution (l.e. bottom end top 

10 per oent) is stetlstl oelly slgnltloent. 

The results or the ·demend function, with 1"8te ot 

interest and oepltel expenditure es explAnatory TArieblea, 

(equation s.4) imloete that oepltal expenditure la 8 

slgnitloant Terieble tor both the ol.essea, (see Table 5.11). 

However, the rete of interest turns out to be slgnltloent 

(et 10 per oent level) only ln the oese or top SO per oent 

ot the households. The 1nnisnitloanoe ot this variable ln 

the oese or bottom SO per cent ct the households la due to 

the 18 rger proport1 on or non-productive loans ln the total 

loana rei sed by these households. As 1 t be s been RlreadJ' 

mentioned, the non-productive loans ere expected to be 

lnelestio with respect to interest rates. 



TqblA S.9: ~ergln~l Propensit7 to Borrow W1tb Respeot 
to capital Expenditure ot Dltterent rraot1lea 
ot Cultivetor-Housebolds, 1971-72 

-- . 

s~-;~u; ~t- -~n;t;nt -MPB-wlth-- -a2 -- -Bia;tioit;-
cultivetor- respeot at tbe 
households to OR meen leYel ------------ ----------- -------
Bottom 10~ 23.6399 2.6919* 0.5248 0.7124 

(0.739) (0.195) 

Bottom 25~ 39.4682 1.4)55~· 0.)072 0.5555 
(0.622) (0. 242) 

Bottom 50~ 2S.07SO 1.6462• 0.6095 0.7782 
(0.427) (0. 277) 

Top 50" 14.5292 1.4533* 0.8668 0.9646 
(0. 16)) (0.108) 

Top 25~ 26.6)85 1. 2871* 0.6239 0.9522 
(0.172) (0.127) 

Top 10% 1)5.7800 1. 0208* 0.6475 0.6268 
(0.217) (0.17)) 

-----~- --~~---~~-~----------~-All Cultivator 
Household 16.1719 1. 5484• 0.8)27 0.9J9B 

(0. ZlO) (0 •. 122) _._,_ ... ____ .. _ - - ~ - - - ---- - - - - -,.. -
• Slgnltioent at 1 per oent. 

Jil.* 51gn1t1osnt at S per oent. 

N, B.: l1gureo in perm theses ere standard errors ot 
the est1mtes. 



'1'111ble S. 10: Corelat1on Katrix Between Total Loena 1 Rate ot Interest and 
Cepital hpendlture in J'am Business: Top SO per oent and 
Bottom SO per oent ot tba Cult1Yator IIouseholds1 1971-72 

--- -- --- -- ----- . --- ~ --~ - ~ -- ------ ~ ~ - - -- - ... - ---Variable a 'l'L R2 a.· ' 

A ·- B A B -- A B --
____ ._. ___ 

--- -- -- - ~ --- ~ ~ - ~ -- ~ - .-.--~----- .. -----
!'L 'l'op s~ 1 1 -0.6454 -0.9064 0.9)21 0.9429 

Bottom so~ 1 1 . -0.5223 -o. 'l389 0.7767 0.8041 

R2 'l'op s~ - - 1 1 -0.4815 -o.SS2S 

Bottom s~ - - 1 1 -0.3570 -o.6)6S 
c~ 'l'op so~ - - - - 1 1 

Botton ~o;: - - - - 1 1 

--~-------~---~-------~-~~--------~-------~--
n, B.: Correlation ooett1olenta rresente4 wder hea41Dg 'A' ere tor tour.teen 

Statea, 1.e. exoludlng the State• ot Pu.DJab and Barrens wblle thoae 
Ulder • Bt are tcr t\ofelyo States, 1.e. exolucl1133 the States or PunJab, 
Barrana, Jemm.u en1 hllhmir eDd Kerala. 



'rfl'ble 5.11: Merglnal Propensity to Borrow ttth Respect 
to Cepitel X~enditure eD1 Rate or Interest& 
Top eM Bottom 50 Per Cent or the C\lltivator
HousEholds, 1971-72 

- --Sub-groups of 
oulti vstor
housebolds 

~----~-~-~~-------Constant: ·· .. R2 . CX 

-------------------.------
Bottom so~ 

Top so~ 

150.8622 - 2.9266 
(1. 938) 

- -- .. -

0.91 

- - ~ ~ ~ - - - - - - - - - - - - - - - - - ~ - - -- ~ ~ -
All Cultivator 

·households 207.0745· - 8.7978** 1.)395* 0.88 
. (3.9SO) (0.198) 

-~~~~--------~-~~-~---------

• Slgnitloa~t at 1 per cent, 

** Slgnltloant at S per oent 

••• Signitioant at 10 per oent. 

N, B. : Figures in pa rantheaes are standard errors or 
the estlmtes. 

S. S 'l'OWARDS STRUCTURAL l!:Q,UATIONS I.DDIL 

The 1naignir1oenee or the ooettloients ot the rate 

ot interest and saving in 1961-62 viewed together with high 
2 . 

R -end high stand~trd errors ot the. ooettiolenta in both the 

years suggest the presence or multloolllnear.ity between the 

explanatory variables (see Table 5.6). 

In this oonte:zt, let us brletl7 con alder and examine 

the 1nter-relatlonshipa between the independent variables. 

A rise in Baving ot the 'torrowing households tor example, 

inaresses the flVeilability or internal 1\lnds, thoreb7·reduoe 
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the interrest-rate b7 shirting down'Wftrd the demnd ourve 

tor external tund s provided that the supply ourve 1a not 

perfectly elastic. Similarly, e rise in aeYings ot tbe 

surplus households shifts the suppl;y curve or loanable tunda 

rigbtwsrds end, dem8nd remaining constant, oeusea the 

interest rate to decline. This reduot1on in the rete or 

interest implies decrease in the cost or external runde ea 

well 88 in the opporflln1 ty cost or owned tund s, thereb7 

mek1ng capital e:xpenditure more attnct1ve end reialng ita 

level. Slmilerly, because or 1ncreesed saT.lngs, o high 

level or capital expenditure oen be achieved. This inoresaed 

level of oepital expenditure remlts in inoressed delMnd tor 

loans. 

Thus, savings arreot the dema~ tor total loans 

directly as well es indirectly through the inter~ot-rate 

and tbo oepitel expenditure. Likewise, tbe linb.lge between 

the interest rate end demand tor totel lo!lns is generated 

through the direct link between the cost or external tunde 

i.e. interest rate end the demand tor tunda end ita indirect 

link through cepitel e:xpendi ture. 

In a single equation model, ell these indirect links 

ere not revealed; moreover, it in tact distorts the results 

and wbgt we get are only the direct impacts at the explonetory 

variables on the dependent variAble. Therefore, inaignitiol'noe 

or the coefficients in a single equation model may be either 

due to sucb distortions it sutters t~m multicollinearity 
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and interactive simultenei ty or beoeuse imireot impeot is 

more si snifioent then the direot impeot. 

In order to explore this oeusal structure between 

the explanatory and dependent variables, structural equation 

models are formulated. These models when formulated ln 

terms of standardized variables are oalled 'path models'. 

The pe th models enable us .to quantity the d ireot and 

indirect linlcsges between the explanatory and dependent 

variables am .bring ~ut their relative importance in the 

overall relationship. 

5. 5.1 The Path Models 

The oaussl ordering or the explanatory variables in 

the single equation models (models I and II) suggested b7 

the above d isoussion, is pres~nted. in the following pAth 

diagrams and set of equations. The direot paths from eaoh 

explanatory variable to each variable dependent on it ere 

ic.dioated by one way arrows. 

Mod8l III (P'or All CultivAtor-Households) 

The P8th Die gre:u 
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Set or egu8t1ons 

. x2 • t(X1) • x2 • p21 X, + P2uXu J 

X) • t(X1,:r2) • X) • P31x1 + P32x2 + PJyXy J 

Yo. t(X1,X~)); Yo. Po1~ + P0~x2 + Pa)X) + P).X. 

Model IV (For Top end Bottom 50 Per Cent or the 
Cultivetor-Households) 

The PAth D1A grmn 
x~· 

(~~ 

/C:E~o~ 
Xw' 

ex~ (~o) ~o~·~ 
R.2. Pol. TL~ 

Set or eguet1ons 

xl • t(X2) ; x3 • P32x2 + P)u'xu, 

( s. 5) 

(5.6) 

(S. 7) 

(S. 9) 

In the above set ot equa tiona, each Yariable 1a 

standardized and PiJ's are symbols tor path ooett1o1enta 

where the t1rst subscript identities the dependent yarisble, 

whereas the second substr1pt identities that variable whose 

direot etteot is measured by the path ooett1o1ents (e.g. 

P21 measures the ~ireot impeot. ot. savings (X1) on the rate 

ot interest (~) • xu-, Xy,, x.:J ~· and X.• are error terms 

whioh are assumed to be uncorrelated with any ot the 1mmed1ste 

determinants or the dependent variables to Whioh they pertain. 

It is also assumed that they ere uncorreleted with eaoh other. 



t.l points are worth noting here. J'irstly 1 both 

- these models are tully reoursiTe models i.e. without aelt 

teedbeok ot the Yeriable a. 

Secondly, in eeoh ot the models there is onlJ one 

exogmous 'Y&rlable (i.e. the Yarieble oausell7 prior to 

all the e%plsnator,r variables), e.g., aaY.lng ln model III 

and rate ot interest in model IV. We shell see later that 

the direct end indlreot linkBgea ·between aeY.lng t~nd the 

demand tor. total loans in model III and between the rate ot 

interest end the demm tor loans ln model IV add up to the 

correlation ooettioients between saYing and total loftna and 

rate ot interest aD1 total loans respectively. 

s.5.2 Jlethod or Bet1mt1on Anc! Interpret .. tlon 
ot the Psth Coe:r:rlolent a 

The path coettloienta ln the models are estimated b7 

applying ordinar,y least sqasre regression method to the 

equations in the model sequentially. 8 

As bldioated earlier, the estimated path ooettlolenta 

quantity the direct linkages between the variables. !be 

iidireot linkages cen be oeloulated b7 tracing dlreot paths 

trom the oanmon antecedent Yarlable. 

We now present the measurement ot 1rxtireot linkage a 

between the Yerla blea in models III and IV. 



llodel III 

Ind1reot Path Ueasure of lnd1reot llnka 

-- (S) (R
2

) (TL) 

Xt-7X2~To 

(S) (CK) (TL) 

x1~x3~Y0 
(S) (R2 ) (C:K) ('l'L) 

x1~x2~ 1)---+Yo 

(R2 ) (OX) (TL) 

~~x3~Y0 

'l'hus, the total linkage between saYing and demand 

for total loans is generated b7 tbur diatinot oauaal links -

one direot and three indlreot - measured b7 

P01 - d1reot link between S and TL 

P02P21 - indireot link through a2 
Po3P31 - indirect link'through cz 

Po3P)~21 - 1ndlreot link through R2 in turn through em. 

'l'he sum of the aboYe-ment1oned linkages is equ1Talent 

to the correlat1on ooettioient r 01 i.e., between Send TL. 

The proof 1a as follows. 

S1noe the variables are atendard1aed 
1 .:. ,..,. .,; ) . . -ro1 - - f- ~, .. ,o -. '·\ ·' - ' . . . . .. ~ ·- .---D I,.. - ? .. . . _. ~ "t t:l/- . (: 

( s. 10) 

Substituting tor Yo from equgtlon s. 7 
1 n 

4"'01 • ii ~ X1 (P01 :t1 + P02:t2 + P03x3 + P3_x.) ( s. 111) 

( s. 12) 

• 
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But r 12 • P21 , 11nd 

r1) • P31 + P32P21 (see footnote 6) 

ro1 • P01 + P02 P21 + P03 P31 + PO) P32 P21 ( s. 1)) 

Tbe direct and indirect linkages between the rate ot 

interest and demand tor loans are giYen b7 Po2 and Po)P32 
(thl'Ough CE) respeot1Yel7. 

l!odel IV 

Indirect Path 

(~) (CE) (TL) 

x2----? x3---?T0 

Measure ot indirect link 

Thus, the total etteot (~02 ) or the interest-rate on 

total loans ls a composite or lts d1reot etreot i.e. Po2 

end its indirect erreot through oepital expenditure i.e. 

P03P32 and is equal to the correlation coettioient between 

R2 and TL. 

·s.s.3 Results or the Path Models In and IV 

The remlts ot the pr~th model III (Table 5.12) 

emphasize the teot that saving end rata ot interest are 

related to total loans through oapltel axpendl ture. In 

1961-62, though the dlreot path between saving and total 

loans end rate ot 1nte_rest ar:d total loans are insignit1oent 

(this was the tlnding ot the single equation model), indirect 

impsots ot these variables operating through capital 

expenditure are statistioall7 slgnltioant. In 1971-72 both 

the dlreot as well as indirect etteots ot these variables 



Teblt~J ~.121 Est1mted Path Coettlolenta ot tbe Path Model (III) a All 
Cultivator Eous ebolda, 1961-62 end 1971•72 : 

-~ --.. -----,.. --.. .. .. .. -... ~ -- .. ... .. --. ----.. .. -.. - ., -----.- ---
Tear . Peth Ceett1o1ent e Residual 

P21 , P31 P32 Po1 Po2 Po) : Path ---.... -. ----- ... ---- .. -... -.. •' .. - .. -----. - .. --------~---~- \ 

1961-62 

1971-72 .A 

B 

1971·72 A 

B 

1961-62 

1 V/1-72 I. 

B 

-0.4119 
(0,2527) 

-o.ssss•• 
(0. 2))9) 

-0.6512** 
(0. 2399) 

0~ 7424• -0.2602••• 
(0.1434) (0.1434) 

·o~so65••• -0.1825 
(0.276)) (0. 276)) 

' 

0.3041••• -0.72~· 
(0.1 SS6) (0.15S ) 

0.9112 

o.a1o4 

0.7SS9 

0.4711 

0.7758 

0.)793 

-o.2840 -0.1770 1.0422• 0.)704 
(0.205)) (0.1)14) (0.2270) 

-o.2S04••• -0.3527• 
(0.1215) (0.109)) 

o.an4• 
(0,1 22) 

0.2Sd7 

-o.251S••• -o.39S9••• 0.76~9· 0.2769 
(0.1)72) (O.i1S41) (0. 20 9) 

----------~-~----~----------~--~------~----~---
• lldloatea aignlt1oent at 1 per oent, •• 1D11oatea algn1t1oant at S per oent 1 
••• 1ndloctoa sign1t1oant at 10 per oent. 
N, B. :1,(A) Remlt • tor 14 Statea 1.e. exolud1J:8 PunJab a11d na17ana. 

(B) Results tor 12 States l.e. exolml~ Jamu and Xalhm.lr, Kerala, PunJab a!l4 Ha17aD1. 
2. J'lgurea 111 parentheaes are ataidard errcra ot tbe path ooettlolenta. 
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TPble 5,13: Path ~Ddel (III): Dlreot and lndlreot 
xtteots ot Sadng on Cepltal Expenditure, 
on Total Loans and Rate ot Interest on 
Total Loans: All Cult1Yator nouaeholda, 
1961-62 and 1971-72 

_.__ -----------------------------
Variables Type ot 

xrteots 
1961-62 1971-72 1971-72 

A n 
--~~--~---~----------~--------
s on CR 

Son TL 

Dlreot 

Indlreot 
through R2 

o.7424 o.so6s 0.3041 

0.~072 0~1069 o.47S2 

'rotal o.S496 0.6134 0.7793 

Dlreot 

Indlreot: 

-0.2840 -0.2S04 -0.2S1S 

1) thl'o ugh R2 O. 0729 

11) through ex 0.7737 

111) through a2 0.1117 
ln turn 
throue:h ex 

Total · 0.6743 

0.2066 

0.4S4S 

o.o9s9 

o. SQ66 

0.2S7S 

0.2)41 

O.J6SS 

o.6o62 

R2 on 'lL Dlreot 

Indlreot 
through CR 

-0.1770 -0.3527• -0.39S9 

-0.2712 -0.16)6 -O.S61S 

~~--~----~--~---~--------~-~--
N, B,: Computed from Table s.12. 
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i.~ sevlng end interest rates ~re significant. 

One more importAnt tlnding la tbst •~lle the m~gnltude 

ot-direct imp9ot or the variable Son TL remslned unchanged, 

its 1nd1reot impact through oapltal expenditure in term 

business was reduced tmm 0.77 in 1961-62 to 0.45 ln 1971-72. 

This bss happened because or th a dlversitloatlon ot aa'Ylng 

porttollo away trom tam Investment ln many states aa noted 

ln the tourtb ohf.lt pter. 

'!'able 5.1 !+ shows tbat tor bottom 50 per cent ot the 

households, rate ot interest does not lntluence the de~nd 

tor total loans either way, i.e. dlrect17 or indlrect17 

thl'Ough capital expenditure. On the contrary, thls variable 

signitionntly atteota the demsnd tor loans dlreotl7 as well 
, 

as indirectly through its relation with oapltel expenditure 

in the oase ot top SO per cent or the households. 

Another prominent reeture ot both these models ls 

the !dgnirionnt residual paths observed tor interest-rate 

tunot1on. This implies that a large pert ot the varlatlon 

in R2 is dae to the variables not included ln the tunotion. 

We shall return to this point in the next section. 

5.6 DW~ND 70R NON-INSTITUTIONAL LOANS 

In this section we turn to the analysis ot demand 

tor lonna tl'Om non-institutional agencies (l.e. trom 

unorganized m rket). It is elread;y mentioned ln Seotlon s. 2 

t~t the supply or Institutional loans as well as Interest

rate charged b7 these agencies are administered end regulated 



T"'bl~ 5.14: Xat1r..eted Path Coett1c1ents or the Pe.tb ~odel (IV): Botto!D. 50 per oent 
and Top 50 per omt _or Cult1Yator Households, 1971-72 

-------- -- -------------- .. --- - - .... - - - - - - - -~ ~ - - - - ~ --- ~ 
Yeer ' 

t 
Bot to"" SO'' or the hc11~eh old" 

P~t' .h <:nettle lent s 
Po2 Po) Hes1dual 

Path 

' ' 
Top SO% ~r th~ h~u~~holdn 

PAth noettlo1~ntA 
.Po2 .Po3 Uesidual 

l'etb 

------------------------------------------------
1971-72 

A -0.)570 . II , ! o. 9341 -o. 4815••• 0.8764 
(0.2690) 

0.6787* 
(0.2530) 

-o.~oo 0.570) -0.2556** o.So!lz* 0.2844 
(0.1762) (0,1762) (0.09.3 ) (0~09) ) 

B -0.6)85* 0.7696 -o.sa25• 0.9421 
(0.2434) (0.1487) 

0.6469•• -0 • .3ll013 o.s~· o. 517.3 -0.)354 o. 29)) 
(0.2126) (0, 21 ) (0. 1972) (0.1972) 

------~~----------------------~----~------------
• •• Slgn1tlc ant at 1 per o ent 

S1gn1t1oant at 5 r.er o ent 
S1gnlt1oent at 10 per oent 

N, B, : 1) Figures 1n parentheses ere atelld ard errors ot the estlmtea. 

2) .l : ror all States (excluding PunJab ond Ha17ana ). 

B : lor twelTe States, 1.e. 1 excluding PunJab 1 Ba17ana 1 Jamm-1 and Kashmir 
aid Kerala, 

~ 
.f-



TAble 5.15: Path Mal el (IV): Dlreot and Indlreot Etteots on Demand tor 'l'otal 
tcans, Bottom .SO per oent end Top 50 per oent ot CUlt1Yator 
Household a, 1971 .•72 ______ .. ._ ___ _ 

Variable a 'l'ype of 
erteota 

~---- ~- .,_ ------
Bot tom 50 5r o ent ot 
the househo (\s 

A B 

---~---.-------Top 50 per oent of 
the houRt~holde 

.A B 

- -. - ---
-- .. --- .. -- .. ---.---- ..... --- .. ------------ .. ------- .. -

'l'otal 

C% on 'lL 

Dlreot 

Indlreot 
thmugh ex 

Dlreot 

-0. 2SOO 

-0.2423 

-o. s223 

-0.6787 

-o.3aoa -0.2SS9 -0.3354 

-0.3581 -0.389S -O.S709 

-0.7389 -o.64s4 -o. 9063 
-o.s6o9• -O.SOS9 ·o.6469 

------ .. ~-----~-----~--~~-----------~--------
N, B. : 1) A : exolud1Jl8 PunJab end ·HarJ~tna. 

2) B : excluding PunJab, Barrena, Jemmu and KaShmir and E:erala. 

3) Caloula ted tro m Table s. 14. 



be"dly wberees the tree merlcet forces are more appe~rent 

· in the unorgenized pert ot the rural money ~rket. Thua, 

demand tor loans t:rom non-instl tutionsl agencies deaeryea 
9 e separate inYestiget1at. 

In what follows we hsTe tormulsted e slngle equ~tlon 

model or the, de:and tun:ot1cn ·tor non-instl tutional losns 

&D1 then the struotursl equet1 ona model (path model) 

explioatlng the csusel struoture between the expleneto~T 

T&rlables in the elngle equ!ltlon model. 

5.6.1 7Agtore Atteot1ng the Dewnn~ tor 
Non-1nst1 tutionel Lo8ns · 

T!le .·demand tor non-inst1 tutionel loans (NIL) depend a 

upon the rate ot interest, oapltal expenditure 1n ta~ 

business, family expenditure, household'• saTing and the 

eYdlab111ty ot inst1 tut1onal tlnenoe. 

The nature ot relationship between the tlrat tour 

Yariebles and the damnd tor NIL is similar to their 

rela t1onm1p with the demand tor to tel loena which ls 

discussed above 1n Section 5.3~ So tar as the aya1lab111t7 

ot ins~ tutlonal tlnanoe is concerned it is generall7 belieTed 

thet the higher suppl;y ot inst1 tut1onal loans in the rural 

money market a ttects the demend tor lliL inTersel7. llowevor, 

it the quantum ot loena required increases et a tester rate 

then the suppl7 or instl tut1onal -credit (internal tunds or 

the borrowers remaining oonstent), then the oultlyetors 

will h8 Te to rel7 on non-inst1 tut1onel souroes to till in 
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the gap, benoe the demand trom t~ese egenolea will lncreaae. 

- ThUs~ demand tor NIL will be neg~t1Yel7 related to the 

shiire of instl tutional loans to total loana. 

IJoweyer, lt we oonsl.der the esset-gl'Oupa wlthln the 

cultiyator-housebolds, the lntenslt7 or thla impact wlll 

Yar.J cons1derabl7 between these groups; that ia, the impact 

is expected to be more intense ln the case ot upper asset 

groups tor the tollow1116 reasons. Firstly, aa alreadJ 

indicated the aeoess ot eeob ot these groups to lnstltatlonal 

credit is different (see Tables s. 2 end s. 3). rurther, the 

greater the aooeas, the larger la the impact ot the auppl7 

ot lnstltutlonal loans on the de~nd tor HIL, level ot 
-tka.. 

sarlng rema1n1nsf_ seme. Secondly, ln the aese ot surplus 

households, loans trom these two (l.e. lnstltutlonal an4 

non-lnsti tutional) !Ouroes ere aubstl tutes tor both 

produotlTe ea well aa non-productive uses. The increased 

ava1labll1t7 of 1nst1tutlonal loans (IL) releases own tun4a 

tmm productive use (tor l'llioh tbe 1nst1 tutional loana are 

made available) tor meet1ns non-productive expenditures 

like taud.l7 expenditure and thus reduooa tho de:Mnd tor 

this purpose fl'Om non-inst1 t\ltlonal ft)urces. Suob a shltt 

ln the use ot own funds 1n tavour ~ tamll7 erpemlture 

seem.CJ nature! end rational. Thus, the oompet1tlveneas ot 

IL end NIL tor lnth the ae purposes relntorces the negatl Te 

lmpe.ot ot IL on NIL, end thereb7 makes the association 

between these t110 Yar1a blee strong and also 1noreaaea the 
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size ot the impot ot IL on the demand tor UIL. On the 

other band, in the oase ot det1cit households, though the 

ina.reesed tla• ot IL roduaes the demend tor loans from 

non-institutional egencles tor maet1ng capital end current 

business expenditures, the credit re~lrement tor t1nenc1ng 

tomily expen11t ures, (~lob ars large end unavoidable) 

rcma1na unfulfilled Emd hence the de:cand tor loans tor these 

purposes is not otteoted. l'roreoyer, non-produotiye loans 

constitute a lerger proportion of totAl non-1n:stltut1onal 

loans rAised by these household:~. It thin proportion TRrlea 

markedly between st~tes, the eBsooletlon between the auppl7 

ot IL end the demand for ltiL la llkel,- to be distorted to a 

greftter extent. 10 

Thus 1 due to these t110 reasons explained a boTe, the 

impact or avftilabillt,r of institutional loans ls stronger 

in the cese ot households in upper Rsset groups then 

households b elongint; to the lower asset groups. 

5.6.2 The De~nd FUnotl~ tor Non-1nst1tut1~nR1 Lo~nn 

The above discussion may be summarized in the following 

tunot1onal form: 
IL 

NIL • t(R:fi• CB, J'E, S, TL) 

·' 

where NIL : Demsnd tor non-ins t1 tut1onel loans, 

RNI : Average rate ot interest oherged b7 non-

1nst1 tut1onal agm olea, 

CE : Capital expenditure in tam business, 
·' 

P'Z : Fem ily e:zpe ndi t uro, · 
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s : SaYing or the cult.iYator-households, Bnd 

iz : Proportion or inst1 tutional loans to total 

losna. 

An attempt is mede to examine tbls relationship with 

the state level cross seot1onal data (in per household 

tarms) tor the years 1961-62 end 1971-72. The oredlt needs 

tl'Om non-1nstl tutlonal ee;enoles show a great emount or 

variation between states (see Table 5.16). The deyelopment 

or t1nano1al institutions ln different states also dlttera 

markedly (see Tables ).17 and S.1S) between the states. 

'l'he demnd runot1ons that have been estimated ere 

(1) tor all oultlvator-householdfl tor 1961-62 end 1971-72, 

and (2) separately ~or bottom and top belt or the oult1Tator

housebolds tor 1971-72 tor nich tha date are aTellable. 

Given the avallab111ty or data, the models tor treot1le 

groups are suitably mod1t1ed •. The linear epoo1t1oat1on ot 

tbasa demand tunctlons are as given bel.ovi. 

llodel V ('For All CultlyAtgr-Households) 

IL 
NIL ~ Eo + B1 ~,+ B2CE + DlFE + B4 S +. D)TL ( ).14) 

}~od el VI {~or Top end Bottom SO Pftr Cent of tht~~ Houaebolde) 

* * * * IL NIL • e0 + p1~ p2c1: + a) TI:· ( 5.15) 

5.6.) Results of Ji'odels v And vr· - -
Model V (equst1on S.14) 

The le~portant t1nd1ngs tlmt !vlve emerged trom the 

estluated demand equation 5.14- (see Tables ).19 end S.~O) 
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,.,ble 5. 16: State-w1s e Verla t1 on ln the Per Boua ebol4 
De:and tor Non-lnst1 tut1onal Loans: All 
CultlYator Households, 1961-62 and 1971-72 

--~~-~--~-----~-~------------~ State 1961-62 1971-72 
--~-----~---------------------

1. Andbra Pradedl 

2. Assam 

). lllbar 

4. CuJarat 

5. Jammu end Kashmir 

6. Karns taka 

7. Xerala 

8. Jlsdb78 Pradech 

9. Uaharashtra 

10. Orissa 

11. PunJab 

1 2. RaJa a than 

1 ). Tamil Hadl.l 

2)4.09 

)).40 

96.6) 

267.94 

129.56 

229.65 

147.47 

1)6.76 

116.51 

4).)4 

)14.08 

365.64 

236.1S 

14. Uttar Pradesh 1)0.04 

15. West Bmgal )1. 40 

~eSD 174.)2S 

St8114ard Derlat1on 92.8SS9 

Coett1olent ot Yar1at1on 0.532S 
0.6155• 

162.24 

26.21 

61.66 

154.27 

167.66 

243.64 
69.16 

156.24 

116.02 

41.37 

-
JS7.72 
19).)9 

1)2. 57 

101.51 

145.4157 
90.0139 

0.6190 

----~--~--------~-~-~----~~---
• lC:tol u4l ng PunJab. 

Sourqe: Tablea ).44 and ).4S. 
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TPble 5.11: State-wise Variation in the Proportion ot 
InsU tutlonel Loans to Tot&l Loans: All 
CUltlTator Households, 1961-62 ftnd 1971-72 

. ------------------------------s,rro, Stnte 1961-62 1971-72 
--~---~----~~----------------
1, 

2. 

). 

4. 

s. 
6. 

7. 

8. 

9. 

10. 

11. 

12. 

1). 

14. 

15. 

.An:1 bra Pradesh 

Assam 

Gujerat 

lmamu em Kashmir 

Kama taka 

Kerala 

Jladbya Predem 

1~11ha re shtra 

Orissa 

PunJ!lb 

RaJasthan 

'l'smil Nadu 

Uttar Pradesh 

West Bengal 

All Irdla 

Standsrd DeT1a tl at 

Coettlolent ot 
Ter18tlon 

0.15 

0.07 

0.04 

o.2s 
0.16 

0.29 

0.27 

0.19 

0.47 

0.21 

0.14 

o.o6 
0.21 

0.22 

0.09 

0.26 

0.19)6 

0.1104 

0.57 
o.s1• 

0.29 

0.25 

0.)0 

0.73 

0.11 

0.39 

0.7) 

0.44 

0.72 

o.s6 

0.11 

o.s1 
0.)) 

0.2) 

0.49 

0.4071 

o. 2080 

o. S1 

~------------~----~-----~-~ 
• Il:xoludlng PunJab. 

N, B.: Computed trom '!'able a ).44 end ).45. 
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T~bl8 5.18: State-wise Variation in Proportion ot 
Institutional Loans to Total Loans 
(Bottom 50 Per Cent end Top 50 Per Cent 
ot the Cl.lltiYator llouseholda), 1971-72 

--~-~--~~--------------------S,No, State Bottom 5~ Top 50% 

~-----~--~--~----------------
1. .And bra Prad esb 

2. Assam 

). Blh8r 

4. GuJarat 

s. Jemmu end Kammlr 

6. Kama taka 

1. Kerala 

8. MadhJ8 Pradesh 

9. !:abareshtra 

10. Orissa 

11. BaJa sthen 

12. Temil ttedu 

~ ). Uttar Prededl 

14. hat Bmgal 

Me en 

Standard DeYiatlon 

Coefficient ot Yariation 

0.1) 

o.oo 
0.07 

O.Zl 

-
0.)1 

0.45 

0.20 

0.44 

0.26 

o.oa 
0.30 

0.14 

0.17 

0.2169 

0.1)2.) 

0.61 

0.)4 

0.)7 

0.)6 

o.S4 

-
0.41 

0.81 

o. 51 

0.81 

o.st 
0.1.) 

o.s6 
0.41 

0.25 

0.4854 

0.2141 

0.44 

----~---~-~------~--------~--
N, B,: Computed from fraotlle group-wise diatr1but1ona 

ot total loans end inat1 tutlonal loans. 'l'heae 
treot1le d1atr1but1ona are der1Ted by reeding ott 
Lorenz 0\lnes t1tted to asaett groupwlae 
d1atr1but1on 1n eaob state. 
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are summarized below. 

In both the 7ears, the ahBre or instl tutional finance 

lri -rurAl money market has significant negatlYe impact on 

the loans demanded tn:am non-institutional agencies. 

Another Yariable that baa shown aigaitlcant impact 

oYer the demand tor non-institutional loans la oepital 

expenditure 1n farm business. Howeyer, the Yalue ot ita 

coefficient ha a declined oYer the deoade. 
11 

'l'hia deoline 

ln the mrglnal propenslt7 to borrow with respeot to oapltal 

expenditure trom non-1natltutlonal aouroea Yiewed together 

with the finding ot unchanged narglnal propenait7 to borrow 

tmm ell sources (tlndlng ot the estlmted demand tunotion 

or total loana) retleota the teot that the 1noreaaed 

availabUity ot 1nst1 tutlonal loans per unit ot oapltal 

expenditure oYer the decade baa reduaed the oultlyator 

household's dependence on non-lnatltutlonal sourcea. 12 

J'amll;r expenditure on selected ltems has turned out 

to be lnaignitlcant in both the :rears. The atxong eaaoolatlon 

between capital expenditure in farm bualneaa and the demand 

tor non-institutional loans has overshadowed the impact ot 

this yariable ln 1961-6213, whereas lta insignificance in 

1971-72 is due to obaerYed multicollinearltJ between these 
. 14 

Yarlables (see Table 5.19) • 

'!'be m"rgl.nal propensl ty to borrow with respect to 

saTing and the rate or interest which are atatiaticallJ 

inslgnitloant in 1961-62, exhibit statistically signltlcent 



T~~tblflt s. 121 Correlatl en Uatrlz Between Non-lnetl tutlonal Loan• • Proportion 
ot Instl tutlonal Loans to Totel Loans, Sanng, Rate ot Interest, 
Capital Ezpendlturoe 1n J'arm Buslnes• em J'amll7 b~ndlture: 
.Ul CultlYator Households, 1961-62 an4 1971-72 

-..... -.. --~-------------------~-- - ~~~- ~- ~--- ~- ~--
511 Il/TL S RNI ; CE FE 

-------------·-------~--·~~--~---~------------
1961-62 1 -0.049560 O.S83796 I -o.6SS360 0.644664 o.6s4766 

NIL 
1971-72 1 -0.)40527 0.101594 -0.495352 ·o.6o91S7 0.612467 

IL/TL 
1961-62 1 0.)04252 -0.412424 0.2)7238 0.010682 

1971-72 1 0.30)407 -0.)06399 0.225517 -0.222434 

1961-62 1 -0.499831. o.s49a9a 0.790858 
s 

1971-72 1 -o.s6o46o 0.613416 O.SS4002 

1961-62 1 -0.6763S6 -0.429284 

1971-72 1 -0.46610S -0.)79763 

CJ: 
1961-62 1 0.708538 

1971-72 1 0.678615 

1961-62 1 

1971-72 1 

-~~---------~~~-------~---------~------------
l!.J!a.: .For 1971-12 the mrrelatlon ooett1olenta are tor fourteen States, 1. e. 

exoludlng PunJab and llai'J'Sna. 

N a. 
~ 



'I'Pbl~ ~.?Q: %at1mt!ted Denand J'unotlon tor Non-Institutional Loanss 
All Cult1Yetora Househol4a, 1961-62 etd 1971-72 : 

------------------~~~~--~----~--------~--:--------Tear Constant IL/'tL S . Bra . CR · . D R · a2 · "' . --- - --- .. - -. - .. -- - - .. -... - .. _. - - - - ._ - .. - - ..... ,., _, .. -- - -- -. - ... - -- - ---
\ 

1961-62 25.9905 - - - . 1.1)78* -(0.199<1) 
0.7138 32.4427* 

.. 
o.6075** 1971-72 46.4491 - - - - 0 • .3750 7.20)•• 

(0. 22119) 

1961-62 10.0960 - - 1,0)02* 
(0.2805) 

o.oB63 
(0.159.3) 

0.7)59 0.6918 16.7187• 

1971-72 -38.6144 - - - O.JSSO 
(0 • .3047) 

0.2706 
(0. 2235) 

0.4479 0.347S 4.4619** 

1961-62 187.6649 -298.)227** - -4.6305 0.9186•• 0.0277 0.8)0) 0.7624 12. 2)19* 
(126.594) (2.8191) (0.3074) (0.1453) 

1971-72 292.4919 -292.4175••• -4.)601 o.8J64•••-o.tso1 0.7644 o.6597 7.5071• 
(144.800) (4.SS) (0.4529) (0.)169) 

1961-62 171.5071 -26o.1212••• -0.4320 -3.8540 1.)432* - o.SS19 0.7927 14.)80• 
(120,898) (0.3527) (2.749) (0.)871) 

1971-72 3.30. 1 526 -1x9· 7761•• -0.40.38••• -7.019S•• o.8.3SS• - 0.8270 0.7501 10.759* 
( 7.0149) (0,1790) (2.9918) (0.1768) 

----~----~-------------~~~--~-----~-------~------
• S1gn1t1oant at 1 per oent 

•• S1gn1t1oant at 5 per o ent 
••• S1gn1t1oant at 10 per oent. 

P!, B.: 1) :figures in parentheaes ere etenSard errore ot the eat1mate, 

2) Demnd tunot1on tor 1971-72 1a eaUmted ezolu41ng the States ot Pun~ab aDd IIai'Jana, 

1'\) 
co. 
VI 
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1mpsct on the dependent Yariable in 1971-72. 

'l'he ditterential pAttern ot the demand suggested b7 

the- estimated demand equations tor the tractile groups 1!!87 

be outlined now (tor results, see Tables 5.21 and 5.22). 

The capital expenditure in ta~ business is significant in 

explaining the Yariat1on in the demand tor NIL tor both 

upper as well as lower halt ot the cultiY~ttors. HoweTer1 

tbe top 50 per cent or the cult1Tatora require leas amount 

ot NIL per unit or ospital expenditure than the botto11 50 

per oent or the hou.seh~lds e~en though tbe marginal 

requirement to borrow ot the t10 groups tram all aouroea 

does not ditter (finding ot the total loans tunotlon). Tbia 

timing once again brings out the raot tb!lt e larger 

&Yailability ot lnstltutional rinanoe per unit or oap1tal 

expenditure tor tbe upper rungs ot the oultiyator population 
. 15 

reduoea their dependence on no.n-inst1tutional sources. 

The rate of interest and tbe share or IL eXhibit 

signltioant negatiYe impact on the demand tor NIL loans 

only in the case or upper aectiooa ot the population. 

The statistical inaignirioenoe or the rate or interest 

in the case or poor households is due to the teet that a 

l111rger proportion or loans or these households are tor 

temll7 expenditure and this demand does not respond to 

interest rate changes. 

The lmpsot or the share or IL on the delll8nd tor NIL 

ls 1nsignlt1cant in the case or these houseboldo. The 



T111bl~ s. 21: Correls t1 on Matrix Between l:on-Inat1 tut1onal Loans, Proportion or 
Insti tut1onal Loans to Total Loan s 1 Rate of Interest end Cap1 tal 
Expendl ture 1n Farm Bu. sine ISS: Top SO per o ent end Botto~ SO per 
oent of the Cult.1Yatcr Households, 1971-72 . 

-- ._- ... ------,..- ..... --- .. - ... ~ - - - ~ -- ~ - - ~ - ~ -- ~ -- - - .. --
NIL IL 

E 
C.l 

- ~ - ~ - - ~ - - - - ~ --- ~ - -- ~ - ~ -
NIL 

IL/'lL 

cz 

A 1 

B 1 

A 

B 

A 

B 

A 

B 

0.01SS80 

-0.467642 

1 

1 

-0.492801. 0.773073 

-0.410530 0.540)10 

-0.330245 0.111597 

-0.424228 0.314892 

1 -0.)92099 

1 -0.69S701 

1 

1 

------~---~-----~---~-------~~-------------
N.&: 1) Correlation Coertlolenta are tor thirteen States, 1.e. exoludlng 

PunJab, Ha!'Jana and Jamu and Kallllmlr. 

2) A : Correlation ooert1olenta tor Bottom 50 per cent or Cutlyator Houaebolda. 

B : Correlation oo ett1o1enta tcr Top SO per cent ot oult1Tator household•. 

N 
~ 
-...J 



T«~blt~t S· 22: Estlmeted Dernsm Funot1on tor Non-1nst1tl.lt1onal Loans: 
Top 50 per oent .and Dottoa 50 per o entot Cult1Yater lloueebolds, 
1971-72 . 

.. ------------~ ----- ~ ~ ~ ~- ~ ~----- ~ ~-- ~ ~-- ~ -·----
IL/TL H.ra CE n2 F Sub-groups of Constsnt 

oult1Yator 
Houaeholde 
... - - - .. -·- - - ., ._ - - .. - - --- --- .. -- .. - - --...... -· .. - .. --- - ., .. --
Bottom 50 per 91.9827 -34.8014 -2.3S3S 1.2890* 0.6464 5.4114** 
oent ot the (82.769) ( 1. 716) (O.)S6) 
households 

Top 50 per cent 2).8028 514.6660• -10.1)11*** ·0.4Sg4** 0.8116 12. 923* 
ot the ( 1 0). 524) (S.030) (0.177) 
households 

--~~--~~---~--~~------~~---------~---------~~ 
• S1gn1t1oent at 1 per oent, 

•• S1gn1t1oent at S per o ent, 

••• Slgnltioent at 10 per oent. 

N, B,: 1) J'igures 1n parentheses are stendard errors ot the estimAtes. 

2) Deaand tunot1ons are eat1mted excludlng the States ot PunJab, Baryena 
an1 J~Dr.l end Kashmir. 
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factors that distort the association between these t~a 

variables are already explained above. 

S, 7 THE FA TH mDXL FOR NON-msTITU'l'.ION AL LOANS · 

We now turn to an examination ot the inter-relation

ship between the explenatory variables in the aboye single

equatlcm models. First, the structural equations models 

(path models) indicated by this inter-relfttlonships are 

presented in the following path .diagrams end the set ot 

equations. Next. follows the discussion ot these causal 

ordering. 

Model VII (7or All Cult1TAtnr-Households) 

Peth Diegrent 

Set ot egUR.tlons~ 

X3 • t(X. ,~) ·; X) • P31X,_ + P32~ + p)u~ 

x4 • t(x2.x3) ; x4 • P42x2 + P43x3 + P4.,.X.,. 

Yo • t(X1, x2,x3 ) ;· Yo • P01~ + P0~2 + · P03x3 + P04x4 + ~ovi'. 

t s.1 s) 
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Wod fll VIII ( t"r Top SO ,.n~ not to"' SO p~r c f!Y1t 
ot th~ Oult1Yntor-Hou~eholds) 

Path D1,. grem 

Set ot eguqtlons 

X) • t(X1) 

:.t4 • t'(X.)) 

; x3 • P31x1 + P3uXU (S.19) 

; x4 • P43x) + P4~ ( s. 20) 

Yo • t(x1,x3,ZJ.l ; Yo • Po1X1 + Po~2 + Po4X4 + Po.X. ( S. 21) 

J.'odel 

P~~tth Dls grP.mt CXL4) P~~ -;·Xu 

,/CE~ 
CJ.\) Pot 
~L~------~----~-4 

Ret of egu-.tton s 
. ' t 

x4 • t(x~) ; x4 • P41 x1 + P4uXu . ' Yo • t(%1• X4) i Yo • Po1%1 + Po4X4 + Po.X. 

's. 22) 

's. 2)) 

The speo1t1oet1on ot the variables is aa tollowa: 



x, - !!: TJ. 

' X, • IL 

~- s 
X) • BNI 

x4 • CR 

Yo • NIL 
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Here lt la neoessar.r to note three polnta 

( 1) _In modal c:1 there are tm exogenous yariablea X, 

and x2• There 1a no causal relationship between these two 

variables, but the correlation between them 1a due to the 

rolot1onsblp between saving and total loans and aadns and 

capital expenditure which are related to lnat1tutional loans. 

Thoretore, the direct and lndlreot lmpaata ot eaah 

ot these variables do not add up to their respeotlye 

correlation coettlolents with the demand tor NIL (1. e. 

correlation between X. end Y0 (r01) and x2 and Y
0 

(r02), 

sino a part of ro1 and r02 constitute the terms generated by 
. 16 

oorrela t1 on between .X1 and x2• 

(2) Secondly, 1n models (VII) and (VIII), the dlreot path 

tmm ~(X1) to C:B(X4) 1a expected ·to take zero T&lue and 

therefore it bas been omitted. Henae, the models become 

unsaturated and oyer1dentlt1ed. 17 

(3) Thlrdl7, 1n model (lA):, the Tarlable representing 

the avallab111t7 ot institutional t.lnanoe 1a apeoltled ln 

absolute terms (i.e. ln per capita terms). Tbla ls beoauae .. 
our purpose 1a to trace that aspect ot relatlonablp between 
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the size or 1nst1 tut1on8l. loans and the demand tor NIL trbloh 

is ind1reot end operetes. through ospltal e%pend1 ture ln term 

business. 

Direct end Indirect L1nk~ges 
(Inter-relst1onshlps Between the VAr.lAbles) 

The mnner in wh1oh saTing, rate ot interest end 

capital expenditure in ram business innuenoe eaoh other 

and, in turn, atteot the demand tor total loans (ot Wbloh 

non-1nst1tutlonal loans oonst1tute a sizeable proportion) 

1a already dlaoussed in aeotlon 5.4.1. The d1reot link 

between the proportl. on ot 1nst1 tutional loans and the quantum 

or loans raised tma non-1nst1 tutlonal ageno1es is a leo 

elaborated in this seot1oa while diaousalng the apeoitioatlon 

ot the demlld equation tor NIL. 

The important causal llnkage that remains to be 

discussed bare 1s between the share or organized segment ln 

the rural monq mrket and the rate ot interest charged b7 

the non-lnatl tutional credit agenoies in unorganized market. 

The sbare ot lnatl tutlonal loans· to total loans atteota the 

non-1natltut1onal rate ot interest in the following manner. 

lirat17, the inoreaaed tlow ot 1nst1tut1onal rinenoe 

lntroduoea oompet1 t1on in rural mone,o market b7 operating 

alternate souroe ot oredit with lower rate ot interest. 

This increased competition relialta in a more elastic demand 

ourye taoed b:y the rural moneylenders and tbereb7 reduoes 

some or their monopol:r power. The monopol:r protlte are 

reduoe4 and the rate or interest talls. The lmpeot ot thla 
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competl tlo~ on Bui is expected to be more intense in the 

case or rich households who oen eaa117 ah1tt to this 

alternate murce or credit sino e the7 possess the collateral 

required to obtain the loens. 

Secondly, the lnoreRaed auppl7 or institutional loans 

1mproYes the liquidity poal tion or the rural mone)'lend era 

WhO Cftn take greater advantage or this tecilit7 because or 

their better creditworthiness and occupying a position or 

power in these 1nstltut1ona (l.e. co-operatiYea). Tbla 

shirts the Sllpply curve or loanable tunda rightworda in 

unorganized mrket. · The deCIBnd remaining constant 1 this 

sh1tt is likely to r~uoe the rate ot interest in these 

markets. 

Such a lowered rate ot interest will 1n4uoe larger 

term 1nYestmenta which require larger tunda. ;Jt the 8Uppl7 

ot 1nst1 tutlonal. loans end owned tunda ere not rising teat 

enough, these larger investmBnts will lead to incressed 

demnd trom non-1nst1 tutlonal souroes. 

To 8llm up: the she re ot 1nsti tutlonal loens to total 

loans in rural money na rket l~luenoes dlrect17 the demand 

tor non-instl tutional loans as well es the rate or interest 

cblrged by these agenoles. 'lho rete or interest, ln turn, 

atreota the oepitol expenditure which 1a dlreotl7 releted 

to tba demand· tor non-institutional loans. 
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5.7.1 Re!lllts ot PAth lrodels 

l~odel VII: 

The results or the path model tor ell oultlyator

housebolda are presented in !able S.2). In tbe oaae or 

the variables - saving, rete or interest and oepital 

expend! ture - the t1nd1nga are s1m1lar to the findings ot 

the p11tb model tor total loans. (This 1a due to the taot 

that a sizeable proportion of the total loans is eooounted 

tor b7 the non-instl tutional loans.) For example, in 

1961-62, thou~ the diroot relat1onol:ip between saving end 

NIL es well as the rate of interest end RIL has turned out 

to be 1nslgnitioant stetistioal17 (as it turns out in the 

oase or the single aqua tlon model), their (i.e. sadng to 

rate or interest) direct relationship with oapltal 

expenditure in rar.u b~slness is significant. Thus, these 

t10 var1sblea (S and ~; ) exert tho1r 1mpeot on the demand 

for non-1nst1tut1onal loans ·indirectly via capital 

expenditure 1n rarm buolness (11h1cb has ahown a aisnltloant 

d1reot relationship witb the demlld for UIL). In 19•11-72, 

saving intluenoed the demnd for NIL both direotl7 aa well 

as 1nd 1reotl:y through 1nveet:nel!t 1n term b~o~ainess. However, 

the interest rate, which shows a a1cn1tloant (direot) 

nesat1 ve 1mpa ot on the de:na nd tor non-inat1 tut1onal loena, 

does not exh1b1t s1gn1t1oent 1nt1uenoe on oep1tal expenditure 

1n term. business. However, when tho t10 outlier atatea -

lerm.u em Kndlmir end Kerala - are exclUded, this path 



T,.bl~t ,.23; Estlmted Path Coettiolente ot the Path Model (VII).: 
.Ul Cultl1'ator Households, 1961-62 ancl 1971-72 · 

----------------------------------~---------~------Tear Poth coettlolents 
P31 . P32 P42 P43 · Pot Po2 : Po4 .Rea1dual 

.. path 

----~--~~-~-~-~-~~---- .... -- -- -.- -~ ~ -- . ---- -
______ .__ .. _ 

' 

1961-62 

1971-72 

A 

1961-62 

1971-72 

B 

1961-62 

1971-72 c 

-0.2869 -0.4125 
(0. 2392) (0. 2392) . 

0.1445 -0.6192** 
(0.2583) (0.2583) 

-0.6)11••• -0.2200 
(0.2959) (0.2959) 

0.6623* 
(0.1408) 

0.5135*~* 
(0.2704) 

0.4994•• 
(0.178) 

o.a219 

o.S176 

0.5959 

•0.33S3** 
(0.1406). 

0.4396 

-o~ 17Sl o.S416 
(0.2704) 

-0.4~8 ... 0.4484 
(0.17 ) 

-0.3009•• -o.)026 -0.2580 0.9989• 0.)646 
(0.1333) (0.2345) (0.2660) (0.2742) 

-0.4613•• -0.4565•• -0.4077•• o.S431• 0.4170 
(0.147)) (0.1925) (0.1647) (0.1712) 

----~~~---~----------~------~---------------------
• S1gnlt1oant at 1 per oent, •• Slgnltloant at S per oent, ••• Slgnltioant' at 10 per oent. 

N. a. : 1) A : Bxoludlag Jammu end Xaahmlr, l:abaraahtra, Orlaaa, Raja athan, Punjab end Earrana. 
B : Exolu41ng Jemw and X:aabmlr, Xerala, PunJab an4 Earrana. 
0 s holudlng Punjab eD1 Barrens. 

2) J'1gurea in parentbe••• are atanc!ard errore or tbe path ooettlolenta. 

N 
\0 

"" 
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Table 5.24: Path Yodel (VII): Dlreot and Indlreot ~tteots 
or Saving on Caplt ol Exp end1 ture and Total 
Loans, Proportion or Institutional Loans to 
Total Loans, 1961-62 end 1971-72 

.., ..... _-- .. - ... - .. - ~ .-. .. - .. .,- .. - .. ---- .. ----
Variables 'l7Pe or Etteota 1961-62 1971-72 
... ._ - - ._. -- .. - .. -,- - .. - - .. -- .. - _. - -- -- ---
son ex Dlreot 

Indlrecst through B:a 

IL on CE Indirect througb RNI 
E 

IL on NIL Dlreot 
TI' 

Son liiL 

Illdlreot: 

1) through Rui 

11) through ~I ln 
turn through CS 

Direct 

Indirect: 

1) through Rsi 
11) through OR 

111) through ~I ln 
turn tbro ugh OR 

0.682) 

0.1)8) 

0.0962 

-0.)009 

0.07/JJ 

0.0961 

-0.)026 

0.1)82 

o. 51)5 

0.1104 

0.0257 

-0.461) 

0.0217 

-0.4565 

0.2524 

0.4)29 

0.09)1 

--~--~~-~------~--~-------~---
rJ, B,: Computed rrom '!'able ). 2). 



T~ble ,, 25 & Zat1 m ted Peth Coettlo lent a ot the Path ll".od el (VIII): Bottom 
50 per o ent encl 'l'op 50 per oent of Oult1Yetor Householda, 1971·72 

' ------- -.. -- -- - ~ --------~ - -- -~ ~ -- -- - - ~ -- ~ - ~ ~ ~ --
J'raotlle a of 
Cult1Yatar 
bousebol4s - ~ .... --
Bottom 5~ 

Top 50~ 

Bottom sp~ 

Top 50~ 

Bottom so~ 

Top 50~ 

P8th, coettioient g 
Po1 Po2 · 

--- .. - --·-·- --'- -- .. -·- -·--,.. -· -· -···- -·- ... - i. .,._ 

-0.3302 
(0.2724) 

-0.4242*** 
(0.2190) .. 

-0.3921 ' 
(0.26SS) 

~ -0.6967• .. 
(0. 2)65) 

-o.OS37 -0.2524 0.6835* 
(0.186S) (0.2015) (0.1914) 

-0~7946• -0.)81~0.5240•• 
(0.1446} (0.1919) (0.18)1) 

Residual 
·Path -~ - - - -- --

0.9439 

0.9056 

0.9199 

0.7154 

0.7520 

0.4)42 

-.. .. ~ - - .. -~ - -- .. - -_. _. -... ~ -- -... - - - -- --------- - ., - --- - -
• Signltlo ant et 1 per o ent 
•• S1gn1tloant at S per oent 
••• S1gn1f1oant at 10 per oent 

N, B.: Zc;uetlona are eatlm ted excluding state• ot PunJab 1 BaZ7ana and Jemw and Kashmir. 
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Teble s. 26: Path 1~ el (VIII): t1reot and Indlreot 
Etteots ot Proportion ot Institutional 
Loans to Total Loena on Non-inatl tutionel 
Loans, 1971-72 

.. 

-- --------------------------Variable 'l'Jpe ot Etteot Bottoa Top 50 
SO per oent per cent 

----~~~--~~-~----~-------~----
IL on CR Indirect 
1ft 

IL on NIL Direct 
R 

Indirect: 

1) through R:u 
11) through Rtt"' in turn 

through CE 

0.1295 0.2964 

-0.08.)7 0.7946 

0.0833 0.1616 

o.oS(15 0.1553 

--~-~~---~---~--~-------------

N', B. : Computed troa- '!'able ). 25. 
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s. n: Estimated Petb Coettlolent s ot the Petb 
1.~ el (' IX.: ) : Bot to:n 1 0 per o ent , Bot tom 
50 per o ent, Top 50 per cent end Top 10 
per oent or Cult1Tator Ho11seholde, 1971-72 

..... ··- ... -- _.---- ~- ........ -------------- ~ 
Frectlle Croups 
ot CultlTetor 
Households 

Ues14uel 
Petb 

~~-----------~--~------------~ 
Bottom 10~ 0.0980 

(0.2872) 
0.9952 

o. 2698••• 0.7841• 0.5206 
(0.1510). (0.1510) 

.Bottom 5~ 0.4169 
(0. 262)) 

0.909) 

o.o2g9 0.76~· 0.6)16 
(0. 2006) (0. 20 ) 

'l'op so~ 0.76o6• 0.6492 
(0.1874) 

-1.0201• 1.2814• O. 55)0 
(0~2459) (0.2459) 

'l'op 10~ 0.7366• 0.676) 
(0.1952) 

-0.6961** 
(0.))68) 

o.?sss•• 
(0.))68) 

0.1890 

--~-~------~-~----~-----~--~--~ 
• S1gn1tloant at 1 per oent 
*'* Slgnitloont et S per oent 
~ S1gnlt1oent at 10 per oent 

N.B.: 1) Figures ln parentboaes ere standard errors ot 
the coeftlclenta. 

2) Path model la estimated exoludlng the States 
ot PunJab end Ha17e ne. 
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TAble 5.2~: Decomposition or the Totftl Impact or 
Inst1 tut1onel Finance on the Demnd 
tor NIL (i.e. ro1l 

- - ~ - - - - ~ - - - - - - - - - - - - - - - -- ~ - -
TJ'pe ot 
ettect 

FrAotlles o~ the CultlyAtor Rou~~holds 
DOttom BOttom Top fop All 

10% SO~ SO% 1~ Groups ----- ________________________ _. __ _ 

Direct o.269S 0.0289 -1.0202 -0.8967 -0.768) 

Indirect 
through CE 0.0768 0.)174 0.9747 o. S587 0.8498 
_______ _._. .. __ .. ___ - .., - .. ----- - .... --
'l'otel (rot) 0.)466 0.)463 -0.0455 -O.))SO O.OS1S ----- .. .----~.-.- - - - - - - ~ -- - - ~ - ------
becomes signltloent. 

Another tlnd!ng ot the model ls that the Yerlebla 

IL/TL does not s1gn1t1cently attect the rate ot interest 

oha rged by non-institutional agencies. This 1naignit1oant 

rela t1onsb1p between IL/TL and the non-1nati tutional rate 

ot interest needs (e~plsnetlon# In what .tollowa we haye 

attempted to provide en explanation tor this. 

An ereMlnstlon ot the scatter ot IL/TL ~nd the rate 

ot interest charged by non-inatltut1onel agencies indicates 

that some states Are outliers (e. g. ln 1961-62 Uabereshtra 

end ln 1971-72 Jemmu end Kashmir, Mahareshtra, Orissa and 

RaJasthan) whiob distort the cor~alatloa between IL/TL end 

rate ot interest charged b7 non-1nstltut1onal agenoles. 

The outliers can be explained in terms ot other 

explanatory variables wh1c b ere the candidates tor lnoluslon 

1n the interest rate tumt.!on but ere not included ln the 
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apec1~1ontlon of the interest rate tunotlon ln tbe present 

study. These excluded 't'erleblea ere opportunity ooat ot 

lender's mone.r, risk·and liquidity pronlum, admlnlatratlve 

oost eto. (see Pen!, P.K., Bottolmey~ 1975). For example, 

though the share ot institutional loans in Ueharaabtra la 

ot the same order in 1971-72 as that ln Xerala, 18 tbe level 

ot the rate of interest in unorganized markets la much 

higher in the former than in the later. The dltterenoe 

between the rete ot interest 1n unorganized rural money 

msrkats ln these t., states ma7 be explained to some extent 

w1 th the help ot tollo'ld.ng taots. 

- - - ~ --- - - - --lteralR 'lfehanshtra 
~ ~ - - - - ~ - - ~ - ~ -- - - - - - - -- - - - - - ~ 

Average rato ot interest prevailing 
ln unorganized money x:arket (1971-72) 

Proportion ot net area irrigated to 
net e rea sown ( 1 972-7) ) 

Average rainfall (in m1111 metres) 

Proportion ot srosa oropp!d area to 
gross SCM'n area 

Per sore lnoom fmm agrloulture 
(1971-72) at current prloes (Ra.) · 

Retlo ot borrowing to income 
(1971-72) 

Ratio ot debt to nsaets (1971-72) 

·- --- _._.---- ------

14.65 

21 

3070 

135 

1,81).02 

0.07 

0.0) 

----

24.10 

9 

9~ 

10, 

240.1 s 

0.17 

o.os 
-- .. ---

The teots tmm the 1nto~tlon gi'Yen above 1nd1oate 

tba t firstly, the risk associated witb loans adYanoed to 
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rural households la expected to be higher in J.!sh111 raahtra 

than in Kerala. This is because Uabsrashtra ralls in the 

dey belt with relat1Tel7 less irrigation whereas lterala 

belongs to the wet belt, nth relatlTel:y better irrigstion 

taollitles. Thus, agricultural production in Mabart~abtra 

1s exposed to greater risk because ot hazards ot we8ther 

as comp~red to Kerala. Alao because or. dry terming 

oondi tlons 1n the a tate, low 7ielding trad1 tlonal Tarieties 

ot crops like Jowar, baJra, dominate tbe cropping pattern 

in Jlaharashtra. · As a re81lt 1 tbe per acre agricultural 

income in Jlaharaahtra was a little less. than one-tenth ot 

the t or Kerala. UoreoYer 1 the debt burden (defined as 

either the ratio ot debts to 111aseta or borrowing to inoome) 

ia greater in !bJbarashtra then in Xerale. Thus, rural 

lenders 1n Uaharashtra terd to charge hi~er risk premium 

on the loans. This partl:y &lPlalns the difference between 

tbe int ere at rates in the rural mon87 markets in these two 

states. 

Secondly, due to multiple cropping pattern as 

1m1oated by higher proportion ot gross cropped area to 

gross sown are~ ani greater degree ot commarol811zation in 

Kerala, demand tor tund s is spread throughout the :rear and 

there exists greater scope tor trading and mone,-lending with 

relat1 Yel7 stable and rapid turnoYer ot 1"und a throughout tbe 

Jeer. This, in turn, keeps the interest rstes down. 

It the spec1tioat1on of the equs tion ot rete ot 
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interest in the ps tb model ls co rreoted to inolud e the 

left out Yarlables, the equation m~t7 Jield expected results. 19 

1~reoYer these omitted Yerlables hsYe en icportant role to 

pla7 in explaining the Yftrlatlon ln the rate ot interest 

charged by non-lnst1tut1onal egenoles aa indloeted b7 the 

sizeable residual peth of this eqWit1on in both the J&Bra 

(see ~able S.2)). 

However, we have not attmpted to eatlmte the 

interest rate tunotlon w1 tb lmprond speclfloJJtlon in the 

present stuc!,- for the following reasons •. Flratl71 we ere 

oonstrelned b7 the limited number of obaerYatlona Bnd 

secondly, these lett out Yar1nbles are not related to other 

variables in the mod e1 i.e. oep1 tnl expend! ture in farm 

business, .saYing and non-institutional loans. Thu~, even 

if these varia blea are excluded from the model our aim to 

trace tho d1reot and indirect relat1onahipo between the 

varia blea in the model. will ~ot be a treated. 

Model VIII: 

The results ~ the path models for bottom SO per 

oent and top 50 per cent or the cultivator-households 

indicated the following d1st1not patt~rn or relat1onahlp 

(Teble S. 2S). 

The demand for non-1nst1tutlonal loans of the top 

SO per cent of the oultlvator-households is atreoted b7 

the rate or lntereat dlrect17 as well as lnd ireotly Yia 

oepltel expenditure. HoweTer, ln tbe caso or botto~ halt 
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ot tbe population, both theee relationShips are atatiatioall7 

· insignificant~ 

The share or instl tutionel. loans signiticantl7 

· lncluenoes tbe .rate ot interest charged on the loans adyanced 

by non-institutional agencies to top halt ot the cult1Yator

housdlolda then to the bottom b8lt. This is becfluse 

competition in the rural money market introduced b7 the 

aTailabUity ot institutional loans is ot greater importance 

in the oaae ot top ~lt ot the cultivators who oan eaall7 

shitt to this alternate Slurce or credit because or their 

better ored1t-worthinesa. 

Model 'IX -__ :> 
The sign1t1oant tlndlng ot path model ' :IX (Tables 

· S.27 and s. 26) is that 1n the case ot top SO per oent and 
~ - ~ . 

top 10 per cent ot the cultivator households, the negatiTe 
- ,. -

dlreot impact of the instl tutional loans en demand tor non

institutional loans is greater than its poaitiye indirect 

lmpa~~ operating through capital .expenditure• In other 

. words, the sub_sti tutabill ty of th~s~ two sources, i.e. 

1nsti tutional and non-1nst1 tutlonal, ·tor the came leYel or 

capital expenditure is ot greater order than tbe gap tilling 
. . . 

role of non-institutional loans when capital exponditure 

rises at a tester rate thEm su~ply of 1net1tut1onal tln!!lnoe. 

As a result, tho total linkage, i.e., the zero order 

correlstlon ooett1c1ent between 1nst1tut1onal loans and the 

demnd tor non-1nst1 tutic.nal loans has worked out to be 
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negstlve for these t'VIO groups. 

Another result of this model that needs explanation 

ls that the direct path from lnst1 tutlonal loans to NI 

loans has a poeltlve slgn ln the case ot bottom rungs ot 

the cultivators though the path coettlclent la inelgnltlcsnt. 

This means tJJJ t the loans from lnsti t\ltlonal and non-

. institutional sources lnorease eyen lt the level ot capital 

expenditure ls bald constant. It is eaaentlal to note here 

that the institutional loans are advanced tor both cepltel 

expenditure and current term bual.ness expenditure. Current 

expenditure in farm bus!.ness ma7 Increase, requiring more 

tunda t:mm both these sources (i.e. institutional and non

instltutlonal) even thougb levels or capital expenditures 

remain unchanged. As the proportt. on ot loans tor the 

purpose of current buslnesa expenditure increases ln tbe 

total loans borroured from non-inst1 tutional agencies, 

capital erpendlturea ln the tam business cease to represent 

the rector that controls the total reqt.~ireraent ot the 

external 1\lnd s. In tbe case ot poor households one m.&J' 

rigbtlJ expect that loans borrowed for tinanclng current 

business expandi ture constitute a maJor proportion or the 

total 1natltutional loans. This e2plalna t~e posltlya algm 

of the direct path coefficient trom lnstltutlonal loans to 

non-Institutional loans ln the case ot bottom 10 par cent 

ot the households. 

To conclude the cbepter, let us brletl7 aummar.lae 
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the m8iD findings or the single equation models ancS 

a~ruotural equstions models tbr cultivRtor houaeholcSa' 

demand tor loans. 

In both the years, capital expenditure in term 

business turn out to be the most sisn1t1cant variable 

explaining -,:erlation in demand tor TL &a well as NIL. On 

the other band, the variable 'family expencSiture on selected 

items' is statistically insignificant in both the demand 

equations. The KPB with respect to saving and rate ot 

Interest ia lnslgnltlcant in 1961-62 but turn out to be 

statistically slgnitlcant ln 1971-72. 

The demand tor TL as well 111 NIL by bottom SO per 

cent and top SO per' oent ot cultivator households ia 

positively related to capital expenditure ln term bualnoas. 

The UPB '14.th respect to capital expenditure in term bualneaa 

is the same tor both these classes 1n demand equation tor 

TL. Whereas, in the case ot .demand equation tor NIL, tbe 

cultivators in upper brackets (i.e. top 50 per cent) require 

less amount of' NIL per unit or capital 8%Jlend1ture. 

In both the years the share ot institutional loans 

1n total loans exerts sisnlticant negative lmpect on the 

demand tor NIL. nowever, this variable exhibits significant 

negative relationship to the demand tor NIL only 1n the case 

ot top 50 per cent or the households. 

The rea1lts or our peth models tor TL and NIL 

emphasise the tact that in 1961-62, though the direct 



301 

relationship between saving and demand tor loans have 

turned out to be etat1et1c8ll7 lnslgnltioant, these two 

Tar1ablea 1nd1reot1,- exert tbe1r 1mpaot on demand tor loan• 

,U,!!, oapltal expenditure in farm bualneaa. In 1971-72, 

saving lntluenoed the deDBnd tor loans both dlreot17 as 

well as indlreotl:r na investment in tam business. 



P'ootnot P.S 

1.· Besides suob market segmentation, the interest rates 

may, or oo\uase, Ter.y between the regions because or 

dirrerenoea 1n opportunity coat, risk, liquidity 

premiUM end aTailability or institutional loans and 

their share ln total loans. For discussion ot 

taotora causing Yariation in interest rates among 

states ln rural money markets, see Peni P.K. (1977). 

2. There ma7 be certain linkases between these two 

segments or raral money mrkats. For instance, 

mone7lendera ICSJ borrow tmm organized moner market 

and relend t}le amount in unorsanized money arkets. 

The information eTe1lable in this regsrd trom RBI•a 

All India Burel Credit Suryey tor the rear 1951-52 

·shows that tho main cedlators between organized end 

unorganized 1:10ner markets were traders. (.AIRes, 

1951-52, Vol. 1). DOwe~er, no information tor the 

recent years is available. 

). Co-operative bonks have started advancing consumption 

loans also in reoont years. 

4. Even though charging ot d1tterent interest rates tor 

productive and non-produotl'Ye purposes 11JJ7 be Justified 

on economic grounds, moneylenders do not charge 

different interest-rates. In thia context it would be 

uaetul to oite the following ev14moe trom. AIRDIS: 

1961-62 (unpublished data). 



)09 

The availAble data tor the ~ear indicates th•t 

the average rates ot interest on productive and non

productive loans in rural areas were 11.79 per cent 

am 16.25 per annum respectively. Most ot the loans 

tor produotive purpose (70 per cent) were raised 

trom non-institutional sources and against personal 

security. However, this ms7 not be taken to impl7 

that the non-insti tutionel agencies do charge .... 

ditterent interest-rates tor productive and non

productive purposes. The ditterence between the 

interest-rates is not due to the tact that the non

institutional agmcies discriminate between purposes 

but because the,- discriminate between. the households . . . 

in ditterent asset classes ~.e. charge ditterent 

rates ot interest. In tact, loans tor productive 

purpose are heavily concentrated in upper asset 

classes which are charg~d relativel7 low rate ot 

interest. As a result, When the weighted average 

(weights bel.ng the productive loans in each asset 

class) ot the asset-class-wise interest rates is 

calculated it works out to be 11.52 per cent per 

annum. 

5. For e:z:tensi ve analytical discussions on economic, 

social 8ni institutional structure ot rural areas 

in under-developed countries end consequent 

monopolistic powers ot the rural moneylenders, see 
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U Tun ~a1 (1957), Dahl (1962), Chandavarkar (1965), 

Long ( 196li) 1 and Bottomel7 ( 1975). 

6. ~~ether 1nterl1nk1ng the tranaaotlons ln oredlt aDd 

produot market, oredlt and land market strengthens 

tbe monopol7 power is a debated lasua. 7or 

theoretical discussions on this issue sea Bhaduri 1 

A. (1973), and Bardhan, P.X. (19l!4). 

1. Zlaaticity or demand tor non-1nat1tut1onal loans 

. generally depends upon two factors, Ylz. 1 

1) aYallablllt,y ot lnst1tut1onal loans, end 

11) the purpose tor wh1oh the loans ere borrowed. 

Lerger the aTa1labll1t7 ot 1natltutlonal loans 1 . . . . .. 

more ala stio is the demand curve tor. n~n-1nst1 tutional 

loans. Seoondl7, produot1Te purpose loans ere elaatlo 

with respect to interest while oonmmption loans 

are lnelastio. Thus, demand tor loans or large and 

medlum farmers 1s more elast1o than that ot small 

farmers. 

S. 'l'he other method ot estimating path ooettlolents la 

b7 decomposing the correlation ooettlolents in the 

model. When variables are sta.ndardlaed, both these 

methods 7leld 14mt1oal reeulta. The method ot 

decompoalt1on ot correlation ooettioienta lnTolves 

expressing each or the correlation coettlolent ln 

term ot paths leading trom common antecedent 

Tar1able. Slnoe variables are standerd1zed 1 the 
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correlation ooettiolent between any pair ot Yariables 
1 V\ 

is • riJ • - ~ (x1xJ) 
n ·~· 

Thus r 23 oen be decomposed aa 

r23 • ! i.lx2 x3) 
D ':1 

1 V\ 

• ii f. x2 (P31X1 + p32x2 + P)_,xy) 

Since rX
2
%y. o 

• P31r12 + P32 

Similarly, 

r13 • P31 + P32 r12. 

Jlsking use ot tbia result we oan decompose oorrelatlona 

between all possl ble pa ira end get the following aet ot 

equations 

r12 • P21 

r13 • P31 + P32r12 

r23 • P31r12 + P32 

rot • Pot + Po2r12 + Po)r13 

ro2 • Pot r12 + P02 + Po)r2) 

ro3 • Po1r13 + ~o2r23 + Po) 

( 1) 

(~) 

(3) 

(4) 

( S) 

(6) 

Thus 1 it we knew all the correlations co-ettlolenta 

in the model we could solve them tor p~th coettlo1ents. 

Howeyer, these equations ere nothing but the normal 

equations or the set ot regressions (applied to 

standardize Yarlables) in Model III 

The residual paths ere estimated as follows. 

For 1 • J, riJ • !~:ri2 • 1 
n ·~• 



Thus, r 22 • 1 • !~x 2 
n i:, 2 

2 1 - p 21 

)12 

Similarly, 
P)v • ~~1 ;..-;._P~23_1 ___ p_2 3_2 ___ 2P_3_1_p_3 2-p-2-1 

Pow ·J 1 - P2ot-P2o2~P2o3-2PotPo2rt2•2PotPo3r13-2Po~o3r23 
9. Strictly speaking mile modelling borrowing behaViour 

• • - • l 

ot the cultivator-households one should formulate . . . 

separate end sl.multaneous demand functions tor loans 
. . . 

:f'rom. institutional agenoles arid non-1nst1 tutional 

agencies as· t'IO market segments. Preferably each must 

contain the e:~planatory _varia~le wbloh oe~tures the_ 
. . 

impact or the other segment ot the market. However, 

suoh estimtion ot the demsnd tunction is dittioult 

with the aveilable data. 

10. If' x • x1 + x2 and it only one pert ot x e.g. x1 is 

correlated with the variable ·7 then rX7 • rXfJ' it and 

only it the propo~t1 on ot_ x1 to x is constant. tor a~l 

observations ot x. It this proportion varies, then, 

rX7 t- r 21 7• It the dl vergeno e betw~en rX7 and rX'iY 1a 
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larger, lerger is the veriat1 on in this proport1 on and 

larger is the shere ot x2 ln x. It is not possible to 

· prediot the direotion ot this dlvergenoe. The proot 

ot, the equsli t7 between r%1 and rx; 7 when x1 ls a 

oonstant proport1 on ot x is as tollows. 

r • ~(x-i) (7-j) 
X7 

~~(x-i)2 ~~7-7)2 
Sinoe x1 ls a constant proportion of x 

x2 1 _ • m. • e. x2 • m x1 
X1 

Theretore1 x • x1_ + mx1 

SubstitutillS tor :r: trom (3) ln (1) 

r • (xl + mx1 - x1 - m%1) (7-7) xy 

/~tx1 + mx1 - 'i1 - m:,>BJ't:tr-7) 2 

• ~ ~(x1 - i'1) (7-7) 

{._t-.1-arf/!(Xt - i1 )~7-f) 2 

• r%17 

(1) 

( 2) 

(3) 

However when thl s proportion varies,· x21 • m11 and 

the numerator ot the correlat1 on coettloient between 

x and 7 is. t~e sum ot covarisnoe between x1 end 7 and 

x2 and 7 i.e. oov(rt) • ! ~(x-i) (r-7) 
n '=-' . * ~ (%1 + %2 .. i, - i2) (7-7) 

• ! i:,(x1-i1 ) (y-j) + !£.tx2-i2) (:Y:;.y) 
n ·~• n ~:..~ 
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Thus the mgn.i tude or the ditterenoe between r'%7 

and rx17 mainl7 depends upon the covarlftlloe between 

. _ x 2 (•Dlj_x1i) and y. 

11. 'lh1s comparlBlD is based on the dtmand equation 

eatlmBted lith single explanetor.r variable - capital 

expenditure ln tam bu.slneas. Thie ls beoeuae though 

the magnituie of' the c oettloient or tb~_ variable 

capital expenditure in the m~tiple regression equation 

ls leas ln 1971-72 aa compared to 1961-62, the ditterenoe 

between these two coettlclents ls atatlatioell7 

lnslgnltlcant due to increased standard error or thla 

ooettloient in 1961-62 (see Table S.7). 
12. The OLS eatlmte ot the ~ (slope) coettlolent ln the 

linear demand equation tor total loana with a1D£le 

explanatory Taria ble 1a the sum ot the OI3 eatlmatea 

or ~ (slope) coettlclenta in the demand equations tor 

non-lnatl~tlonal loans end 1nst1tutlonal loans, l.e. 

lt tollewlng are the demand equatlona tor total loans 

(equation 1 ), non-institutional loans (equation 2) and 

1nst1tutlonal loena (equation )) with capital expenditure 

ln farm business (x) as explanato%7 variable. 

7 • -c + J!X 
-

11 • ce1 + ~1 x , 

Then, OLS e at1 r:a te or ~ ls gi Ym b7 

'1) 

(2) 

(3) 
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B. coY (%7). coY (x1r1+r2J. cov(r.J1) + cov(r,r2 ) 

Y(X) T(X) T(X) T(%) 

(4) 

Though, we h8ve not eat1nated the demand equation 

tor 1nst1 tutional loans (tor the reasons explained 

earlier), p2 ·my be ~taken to measure the lnor~ase ln 

the availabilit.y ot institutional loans per unit 

lno reese in capital expenditure in term business. 

Thus p remaining constant, it e2 ino rea sea p1 naturallJ 

falls. 

1). That the dominance of the variable capital expenditure 

in explaining the variation in non-inst1 tutional loans 

baa declined OYer the decade ia eTident from the 

decomposed R2 of the demand tunotlon with capital 

expenditure in farm business and family expenditure 

as explenatory variables. 

Deoompoelt1on ot R2 

Due to OB Due ton 
Due to CE 
and n 

1961-62 0.6605 (0.6975) 0.0754 (0.102S) 0.7359 

1971-72 0.2199 (0.4909) 0.22a0 (O.SQ91) 0.4479 

Thus the above decompos1 tion of R2 lndioates tbl t 

the proportion ot total variation explained b7 oapital 

expenditure has dmpped from 90 per oa1t ln 1961-62 

to 49 per oent in 1971-72. 

14. In teet, because or the multlcollinesr.lty between 

cepltel expend! ture and temll7 expenditure, the 
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coettioients ot both these Yeriablea turn out to 

be insignificant in the equstion with oepital 

e:rpencll ture end ts:nily expenditure a a axplenato17 

nrlables in 1971-72 (see Table S. 2o) • 
1~ The following order ot zero order correlation 

coett1o1ants between oapital expenditure in tar.M 

business and UIL and CJ am IL tor the different 

traotiles or the cultiyator-households maJ be 

1ns truo t1 Ye in th 1s regards. 

J'raotlle On»ups Correlation ooettloienta 
ot oultlvators (1971-72) 

03 and NIL C.K and IL c~ and 'rL 

Top 1~ o.o90S 0.7)66 o.S047 

'lop 25% O.))OS 0.7574 0.9077 

Top 5~ o.soss 0.7605 o. 9)21 

Bottom 5~ 0.7731 0.4169 0.7747 

Bottom 25% o.62So 0.0790 O.SS42 

Bot tom 1 0~ o.B105 0.0~3 0.7244 

16. 'l'he reduced form ot model VII glyes the total or 

linkages between ~ (r1) and rliL (70 ) and S(x2) end 
'l'L 

NIL (70 ). Thus subst1 tutlng tor 2) and x4 ln equation 

s.17, we get 

Yo • P01xt+P02x2+Po)P)1x1+PO)p)2x2+Po4 P42X2 + 

Po4P4)p)1x1 + Po4P43P32x2 (1) 

Rearranging the terms on right band slde, we haye 
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To·. (Po1•Po)P)1+Po4P4)p)1)%1+(P02+Po)P)2+Po4P42+Po4P4)p32)~ 
(2) 

The sum or direct and indirect linkages between 

x1 and 7o la g1 ven b7 terms ln tb" tlrat bracket on 

the right band aide wblla the terms 1n tlle second 

bracket give the total linkage between %2 and 7o• 
1 ~ 1 ~ 

Since r01 • _ t'X 17Q end r02 • -~X -Yot lt can be 
D •::.I D •;.1 ~I 

eesll7 seen that r01 and r 02, when decomposed, 

conat1 tute the terms generated b7 the correlation or 

x1 and x2, bes14 as tbe terms ltbich gl ve the total 

linkage between eech ot theao variables end 7o• 

17. In tbe oaae or unsaturated models, the mtbod or 

estlmtlng the path coerticlenta b7 4eoompos1ag 

correlatlou coettlolents 71•14a more number ot 

equstlona than the ooattloients that are to be 

eattmetect. Bence the model becomes oYerldentltled. 

One WfiT out to oYercome this problem is td estimate 

the path ·ooetfioientu b7 eppl7lng Ordlnnl')' Least 

SqWJre method end check whether the path ooett1olenta 

ot lett out Tarle blea real17 turn out to be 

1na1gnit1oent. (See l:endell, JLG. and O'l!Lllrcheartelgh, 

C.A. 1 1977). 



)18 

CHlPTER VI 

CONCLUSIONS 

In this concluding chapter the main findings ot the 

present ~tudy have been summarized. Before we present the 

findings, it will be usetul to brletl7 recapitulate the 

ob~ectiTe ot the study and approach and method ot analrs1s 

employed. 

6.1 RESTATEMlmT OF 'l'HR OBJECTIVE OF THI STUDY 

The twin obJectives ~t thls dissertation have been 

(a) to compile and e~t1mate, and (b) to anal7se Sources-and 

Uses-ot-Fun~s. (S~~), Stat.ements tor an important sector ot 

the economy, viz., the rural ta~ household sector in India 

tor the two bench mark years •. 19~1-62 and 1971-72. The SAUl 

statements are.pr~pared tor these two Jeers (i) at aggregate 

(all India) level, (ii) tor different tractlles ot the 

aggregate cultivator population, and (iii) tor states. 

The tam household sector in the stud7 is. confined to 

the cultivator-households (owner as. well as tenants) residing 

in rural areas. Households reporting lam under cultivation 
. . . 

ot more then or equal to O.OOS acres are defined as 
. . 

cultivator households. The main activitJ ot these households 

need not be confined to agr.l.cultural production.! 

The SAOF statements are d etined to inclUde sources 

and uses ot tunds arising out ot non-tlnancial transactions 

on current and capital account and financial transactions. 
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J'lows relating to consampt1on account and production, both 

t'arm as well as non;.tarm produotion account, ere recorded. 

'!'be sources slde ot the SAU7, atstement comprises net term 

income, net non-term income t'rom aelt-emplorment, wages and 

salaries from non-ta:rm occupations, net transfers coming 

into the sector and net change in liabilities trom 

institutional end non-institutional agencies. The 

constituent 1tema on uses side are current consumption, 

ph7alcal Investment in term business residential construction, 

durable hous mold assets, and saving in formal and informal 

t'lnancial assets. Serlng ot tbe sector is derived using 

balance she'et approach. Tbla ls, 

Saving • Ph7slcal Investment + Change 1n 
71nenc1al Assets - Net change in 
L1abilit:r. 

6.2 METHOD OF ~~ALYSIS 

The anal7sls ot sources ed uses ot t\lM a ot the 

rural ta~ housEhold sector primar117 tocusea upon ohangea 

ln income, saYitJg, inTestment' and changes ln composition ot 

each one ot t.hem. The nature end obaracter ot net financial 

flows are also iUYestlgated. Since our data relate to two 

points ot time, the former analJsia la easentlall7 based on 

a compar.l. eon ot the magnitude ot the afore-mentioned 

variables at the t10 points ot ~me. 

Another important aspect that baa been lnTestlgate4 

relates to demand tor loans b7 oultlvator-houaeholds. In 

order to do th1a, t10 t7pe a ot models are formulated : 
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(1) single equation medal tor cultivators' demand, non-

1nstltut1onal loans &nd (11) structural equations (path) 

models. 

The demm1d functions tor total loans and non-

1nat1 tutlonal loans are det1ned a a ; 

!L • P (B2, Cl, 7:1, S) 

NIL • P (liui• CE, 1:1, S, !!:) 
T.L 

•• 

•• 

Where TL • Demand tor total loans; 

(6,1) 

(6.2) 

NIL • Demnd tor non-lnstt tutlonal loans; 

R
2 

• Average rate ot interest charged b7 all 

oredlt agencies; 

Rtli • Average rate or interest charged b7 non-

inat1 tutlonal agencies; 

C:l • Capltal expenditure ln J'am bualnesa; 

n • :ramil7 expenditure on aeleoted ltema; 

S • Saving; 

1f - Proportion or 1n"at1 tutional loans to 
TL 

total loans. 

It is eaq to see that causal relat1onsh1pa .enat 

among the explanato%7 variables (e:xcludlng tem1ly expenditure) 

in the above demand tunotlons. lor example, capital 

expenditure is affected b7 rate of interest and aavlng. Rate 

ot interest is intluenoed b7 savlng and the share or 
lnstl tutlonal loans ln total loans. These 1nter-relat1onahlpa 

among explanato%7 variables have been specified as atruotural 

aqua t1 ons mcd els as to llowa: 
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(a) R2 • 7 (S) (6.3) 

CE • J'(~. S) (6.4) 

TL • J'(R21 S1 Cl) (6.5) 

(bi . Elrfi • 7 'i• S) (6.6) 

a -., (~I' S) (6.7) 

NIL • 'Z (1\u. !.& s, Cl) (6.8) 
'lL 

The s1D&le equst1on models are eat1mted b7 applrlns 

ord1nar;r least square (OLS) teohn.1que. The atuotural 

equations models are eatlcated by epplJ1ng OLS to the 

staDderd1zed Tariablee. The oo-ett1o1enta ot the atruotural 

equat1cns t10dels (p~th oo-ett1olenta) enable us to quant1r,. 

the relatl ve 1mportanoe ot direct and indirect relat1onahlps 

between explanato17 and dependent variables 1n the oyerall 

rela t1 onsb1p. 

'l'he above models haYe been estlmte4 Y-tth state level 

cross sect1 onal data tor the 7ears 1961-62 and 1971-72. ror 

1971•72 PunJab and Harrans have been excluded because ot 

thelr extreme ·Talues. We haTe estimated the relat1onah1p 

tor dltterent tracttlea ot oultlTator households tor the 

year 1971-72, tor which the dataare available. But due to 

the non-aTe1l8b1llty ot data tor oerta1n variables, 

apecltlcatlon ot the models tor tract1le groups haTe been 

modltled. 

6.3 MUN 7INDmGS OJ' Tm S1UDr 

We now summarise the main t1nd1nga ot the atud7. 
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6.).1 Growth Am Composition ot Income ot Rur"l 
CUltivfttor Households 

· (1) Per oapita real income (troaa all sources) ot 

cultivators in tbe econoJ:21' inareaaed marstnall7, i. •· at en 

annual compound srowth rate ct lesa then 1 per oftlt over the 

decade under consideration. V.'bile 1ncoma trom w~tgea end 

salar.l.ea trom non-tam oooupat1ona (organised sector) 

recorded the h1£}leat annual compound growth rate ot 1. 96 
per cmt, non-tarm in coma from se:lr emploJDlent increased at 

the rate ot 0. 44 per cent per annum. J'arm income, on the 

other· band,. rose at the rate or 0.87 per cent per ennum. 

·As a cons equenoe or these disparate growth rates, the share 

ot wages and salaries in the total income improved tram 7.6S 

per oait to. 8.47 per otmt. 

(2) Within non-tam income hom selt-emploJ11ent, per 

oapit_a real 1nocme trom other services was lQwer in 1971-72 

tban it was in 1961-62. Further, the growth rate ot servioea 

seotor excluding •otber aervioes' waa h1gber ().81 per oent 

per annum) than that of the commodit7 producing sector ( 1. S2 

per cent per annum). 

(3) .,\t the traotile group level, tbe lowest tract1le 

group registered a low growth rate (0.35 per cent per ennum) 

ot per household reel incom. In contrast, income ot the 

topmost traot1le sroup inoreased at a rate ot 1.)$ per cent 

per annum. As a resalt, the gap between the real income ot 

the extreme tract1le groups na alightl7 widened. 
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(4) , The growth ot per capita agricultural and non-

agricultural real income showed constdereble variation 

.. across the ststes. . lnlile PunJab (inclusive ot Harrana) 

recorded the higbe St growth Of agriCUltural inCOme 1 the 

states .or Blbar, Kerala, J&dh7a Pradesh and Jlabsraahtre had 

negative growth rates ot per capita agricultural income in 

re81 terms over the decade. 
' 

) . 

f~j) Per capita real income from non-agricultural 
/ .. 

/aotivlties.deoreased between 1961•62 and 1971-72 in absolute 

terms ln Andhra Pradesh, Blbar, GuJarst, Orissa, RaJaathftn 1 

Uttar PradeSh and West Bengal. on the other hand, non

agricultural 1nco!!:B inoreased at a tester rAta then 

agricultural income ln the states ot Jammu end Kashmir, 

X:erela and Temll Nedu. 'l'hls is or course, retleoted in 

higher share ot non-agricultural lnoomo in total lnoome ln 

these states. 

6.).2, SAYing Bebgvlour nf Cultlv~tor RousAholds 

(6) Between the rears 1961-62 and 1971-72 average saving 

rate (AP3) ot cultivator households decreased trom 6.66 per 
' 

cent to 5.25 par oent at all India level. This is in sharp 

contrast to the doubling ot (trom 5.6 per cent to 11.5 per 

oent) aggregate saving rate ot the 'Household' sector ln the 

economy between these two rears. 

(7) 'Ihe decline in the average sa'fing rate was witnessed 

in all the tractlle gmups, the decline being the sharpest 

tor the upper~st class. 
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(6) The estimtea ot Ars diwlge oCilaiderable Yariat1on 

. across the states. Four state a 'Yiz. Klima tam, Jterala, 

PunJab and Uttar Pradesh maintained their position as hlp 

ea'Ying rato states in both the 7ears. l!oreOYer the saYing 

rete in these states remained more or leaa unchanged ln the 

two years. on tba other hand, APS ln Bihar, J.!aharaabtra 

end !:amlra Pradesh remeined near all-India a·rerage while 

Orissa retained its position ot low saving rate ln both the 

7ears. The APS ot oultiYator houaeholda ln CuJarat and Veat 

·Bengal registered signiticant inoreaee between the two Jeara 

under oonsld eratioh w.·hereas lt declined ln the oeae ot An4hra 

Pradesh, T~ll Uadu and Orissa. 

· (9) There appears to be no correlation between a'Yerage 

ennual growth rata ot per oapita reel income or state· and 

ohange in lt a saY inc; rate. 

(10) Another noteworthy feature that waa maniteat la that 

the average prop en at t7 to saY~ in the torm or phJaloal a a seta 

deollned. 'I'he average propena1t7 to saYe ln tormal tlnanolal 

assets lnoreassd wblla tbat ~ informal financial assets 

decreased considerably. T.h1s was observed tor all traotile 

groups end most or the states. 

6.).2.1 ~nge 1n Compos1t1on ot Cross SaYing 
of RurAl Cult1v8tor Households 

The saving oompoa1tion ot cultivator household• 

Wld erwent tollowlng o hengea oyer the t\10 7ear period. Tbe 

share or physioal a eaets ln total eavlng rose from 54. 51 

per oent in 1961-62 to 71.77 per oent ln 1971-72. or the 
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two cateSorias or financial assets, the share ot saYing in 

torml financial assets increased trom 1. 51 per cent to 

17~96 per cent while that ot the· into~al category declined 

sharply trom Yery nearly )6 per cent to about 10 per cent 

over the two years. Further, it needs to be noted that 

into~al landings declined in absolute terms in 1971·72 oYer 

t 961-62. The diTers1 on ot tund a tmm informal lending 

aotirlties to aoquls1 tion ot formal tinanolal assets as well 

as physical assets was obserTed in almost ell the fraotile 

groups· and in most or the states. This mlght have been 

(-~. · __ :·facilitated by spread of bank branches 1n unbanked 
~~,-· -

rural areas and caused by increase in the rate of return on 

productiTe investment over the decade. 

6.3.3 Net Yin~ncial Ylows: All-India en4 St8t~s 

( 12) Our time series analysis or net financial flows• 

indicates that there was net inflow ot tunda to the rural 

tarm household sector during the decade 1961-62 to 1971-72. 

Thus, throughout this period the tarm. housebold sector was 

in deticit. In absolute terms, the.intlow increased at the 

trend rate or growth or 11 per cent per annum. HoweTer, the 

gross tixed capital tormt1on in agriculture (priTate sector) 

inoreased at tbe same pace during the dec'!de under consideration. 

Thus, net inflow or tunds to the sector as a proportion ot 

gross fixed capital formation in agriculture did not change 

. 
*Net tinanoial flow is detined as the 'balance between gross 

saYing in financial assets and net ohenge in llebilities. 
It gross financial saving exceeds net change· in liabilities, 
there is an outtlow ot tunds trotn the sector. On the other 
ha~ .• it the tormer tells short or the latter then there is 
an 1ntlow ot tums to the seotor. 
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much. 

(13) Ot the two oleases ot tinenoiel institutions (Yiz. 

torml and informal) net 1ntlow through 1nrormal tlnanoial 

iruitl tutlona was observed mile there we a net outflow ot 

funds through formal tlnanoial institutions in the J&ar• 

1961-62 and 1971-72. It is also observed that within the 

olsss ot formal flnanoiel institutions, commercial banks 

acted aa agents tor transferring tunda out ot the rural 

ta~ sector. In contrast, co-operatives transferred outaide 

funds into tb~ rural tam household seotor. 

( 14) The findings that e!Derged rrom the cross-seotion 

anal7sia or net t1nancle~l tlowa tor the t10 beanoh mark 

J'&ars m7 na~r be outlined: 

(a) Your states - Assam, Biber, Kerala and Vest Dengel 

8b01f8d outflow ot tuD4 a in both the Jeers. Furthermore, tor 

the states or Blbsr, Kerela and West Bengal the proportion 

ot out tlow ot 1\lnd a to sa"dng as well as income 1noreaaed 

cons lderablJ. 

(b) On the contrar.r, GuJarat, UadhJB Pradesh, l!aharaabtra, 

Orissa and RaJasthan exhibited intlow ln both the Jeers. 

(c) Three states, vlz. Punjab, TaMil Nadu and Ottar Pradesh 

which witnessed en outflow fl'Om the faa household aeotor ln 

1961-62, attracted inflow ot fUnds ln 1971-72. 

(d) Finall7 in tbree states viz. Andhra Pndeah 1 Jammu 

and KaShmir and Karnatekft, the direction or net financial 

tlcr.rs ch!llged. -rhese states mowed out tlow ln 1971-72 as 
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against inflow in 1961-62. 

(1 5) · Our analysis suggests that the inflow or outflow ot 

tuM a were net uniquely related to the sa'Ylng investment 

status ot the state~ For 1nstnnoe, among the states Wbioh 

showed outtlcw ot 1UD1s, Kerala had hl&h saving and low 

investment while the three north eastern states - Bihar, 

Assam end West BEilgal had average/lew saving investment 

rates. 

Like-wise, out or 1 inflow. otates•, Orissa was low 

saving end low investmont state while UadhJS Pradesh, 

USharashtra and BaJasthuo wero average saving and average 

lnvest::snt, and average saving and hlt;b investment states, 

respootivel)". 

7urther almost 011 the states - PunJab, Tamil Nadu 

and Uttar Pradesh - belonging to the group of hi£}1 saTing 

and hlBJ! investment had outflow ot tunds 1n 1961-62 and 

inflow ot tuDd s in 1971-72. 

6.).4 De~nd tor ~ns by RUral CUltivAtor Households 

The rewlt s ot single equa tlon model ond atruotural 

equations model or borro\dng behaviour or rural cultivator

households are su.cml8r1sed below. 

6. ). 4.1 Single :!:gug tl on Viod als 

(16) We have estlmted alternative demnd tunotlons tor 

total loans and non-1nst1tut1onel loans b7 elternatel7 

1n~roduc1ns seYins and tem1ly expenditure as explanato17 

Yarlables along witb other variables. The general tit ot 
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both these regression equations was quite good tor both 

theae functions tor the tY.O ,.ears as Judged b7 r. Howeyer, 
-2 Talues of R tor the tunotlons with saying as explanato17 

Tariable are larger then for those tunotlona which hsye 

"famll7 expenditure" as one ot the e:xplanstorr Tariable. 

(17) Among the explanato17 Tarlablea, capital expenditure 

in 1"arm blls1ness turned out to be the most signitioant one 

ln e%plein1ng Tariatlon ln demand tor total loans 88 well 88 

non-1nst1 tational loans ln both .the 7e8ra. The mgnitude ot 

its oo-ett1o1ent (mrglnal propenelt7 to borrow - l!PB - with 

respect to o8pital e%p8nditure in ta~ business) remained 

unchanged between 1961-62 end 1971-72 in the estimated 

equation of total loans. One expects tbat thla tact coupled 

with larger aTallabili~ ot inatitational finance, would 

haTe redUGed oultiTator houaehol4s 1 requiremeot to borrow 

tram non-institutional sources. Our regression results 

support thla expectation. 

(18) ltxcept capital expenditure in tarm bualneaa rest ot 

the variables are atatist1oall7 lnaigniticant tor the 7ear 

1961-62 in both demand equations, Tiz. total loan• and non

institutional loans. As against this, the co-ettlolent• or 

two more Tariablea, Tiz. saTing and rate ot interest turned 

out to be a1gnltlcant in 1971-72 with appropriate signs. 

BoweYer, MPB with respect to temil7 expenditure ia not 

slgnitioantl7 different from zero in both the Jeers. This 

is mslnl7 due to dominsnoe ot capital expenditure in term 
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business which alone explained more than 90 per cent ot the 

total Tar1at1on e~lained b7 both these explanator.r yariable• 

and oollinearity between famil:y expenditure and capital 

expenditure. 

(19) In both the :rears, the share or institutional loans 

in rural money market b8 s sie;1ifioant: negatlye impact on 

the loans 4em•ude4 trom non-inst1 tutional agencies. 

(20). The results. ot the est1mted demand tunotlons tor 

total loans tor different fraotlle groups indicate that the 

UPB 111tb respect to capital expenditure in term business 

was lower tor borrowers in upper asset groups than tor those 

in lower asset groups. 'l'be difference between the estimated 

co-efficients tor the classes at the two extreme ends ot the 

distribution (1. e. bottom and t~p 10 per cent) ls 

atatiat1oall7 aigniflcant; howeYer, lt is lnsignlflcant tor 

bottom and top SO per cmt ot the cultiYator households. 

( 21) In the case ot the demand tunot1on tor non

institutional loans, although, capital expenditure in farm 

business la significant tor both upper as well aa lower belt 

Ot the cultiYator population, the former groups required 

leas BDount ot non-institutional loans per unit ot capital 

expencU ture than the latter group. Thla tlndlng brings out 

the fact tbat a larger aYailabllity ot institutional loans 

for the upper rungs of the cult1Yator population reduces 

their dependence on non-institutional sources. Also because 

ot greater access ot thla class to institutional souroe, the 
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share or institutional loans exhibits significant negative 

i~at on demand tor non-institutional loans onl7 in the 

case or this ala as. 

6. J. 4. 2 PAth Vod els 

(22) The results ot our patb moiels tor total loans anct 

non-institutional loans emphasise the tact that in 1961-62, 

though the direct relatlonsbip between saving aDd demand tor 

loans on the one hand, end or the rate ot interest and demand 

t'or loa~ on the other hand 1 bav~ turned out to be 

stat1st1oell7 inslgnltioant, these two variables exert their 

1mpaot on demand 'tor loans iJldirectly vitt capital expenditure 

in tam bas1ness. In 1971-72, saving influenced the demand 

tor loans both directly as well aa 1ndirect17 via investment 

in farm bualneaa. HOwever, the rate or interest which Showed 

a slgn1t1oant (direct) negative impsot on the demand tor 

loans, exhibited a aignlticant influence on capital 

expenditure only when the two outlier states - Jammu and 

Kashmir, and Xerala - are exoluded. 

(2)) Our reNlts ot direct and indirect lm.paota of the 

explanator.1 Tar!.ables on the demsnd for total loans reveal 

that while the mgnltude ot 41reot impact ot saving on demand 

tor leans remained unchanged between 1961-62 and 1971-721 

its imireot impact through oapltal expenditure ln tam 

business was reduced from 0.77 in 1961-62 to 0.45 ln 1971-72. 

This bas happened because ot the 41Yera1t1catlon ot saving 

portfolio b7 farm households away trom farm investment ln 
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many states as noted earlier in th1a chapter. 

( 24) The d emam tor lOiins or the top SO per omt ot the 

. cult1Tetor household a was atteoted by the rate ot interest 

directly as well as in41reotly T1a oep1tal expenditure. 

BoweTer, in the case ot bottom balt ot the oultiyator 

population, both these relationeblps are lnaignitloant. 

(2S) The remlts ot our path motel tor non-institutional 

loans throw som llgbt, on links goa botw0en auppl7 or loana 

in organised segment or rural mo~er mrket and demand tor 

loans ln unorgeniaed segment ot rural money market. We 

have alreaf!T mentioned that the share ot institutional loans 

in total loens had significant negative impct on the demand 

tor non-lnstltutlonel loens (t.lndlng ot the single equation 

mcd e1). Thus, the 41reot impa ot ot. tbla Tarla ble on demand 

tor non-institutional loans was slgnitioant ln both the 

7eers. However, ·in the interest-rate tunotlon, the 

coettloient representing the impact ot the share or 

institutional lcens in total·loans on the rnte ot interest 

ln the unorgsn lsed money rural mrket ha 11 · the oorreot 

(negative) sign but it la stat1stlcall7 1ns1snltio8nt. 

Further, the residual path or this tunotion is quite high, 

indicating that there·are other variables wbioh pla7 an 

important role in explaining the varia t1on ·in l:'te ot 

interest charged b7 non-institutional agencies in addition 

to the shere ot 1nst1 tutional loans ln total loans. 

(~6) One slgnltloant tlndlng ot the path model tor 
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non-institutional loans with oapital expendl ture and 

availability or 1nst1 tutional loena as e%plenatory variables 

tor dirterent trnct1le groups deserves a special mention. 

r.or the cultivator households in upper brackets (1. e. 1 top 

SO per cent end 10 per cent ot cultivator households) 1 the 

substitutttbilit7 between the loans trom inat1 tut1onal and 

non-1nst1 tutlonal end non-1nst1 tuticaal sources, tor the 

.same level ot oepital e%penditur8 was or the higher order 

than the gep tilling role ot non.-inst1 tutional agencies 

when cepitel expenditure rises at a tester rate than 

avallab1lit7 ot institutional finance. As a result, the 

total linkage, l.e., zero order correlation coetticlent 

between institutional loans aDd non-institutional loans 

worked out to be negative ln the oase ot these two classes. 

6. 4 A a>NCLUDING OB9iRVATION 

A simultaneous examination ot real and tinanoial 

tlows is ot immense siBPitlcance tor the tormulatlon ot 

policy and tlow-ot~tl.tD! s anal7ais provides a framework whloh 

7ield s sach an integrated vlew. 

our study presents an analJSiS ot SAUJ' statements 

(a component ot Flc.-ot-tunda account) tor rural oultlvator

housebolds which ls the single-most important category within 

the household sector. The data used in our stud7 relate to 

1961-62 and 1971-72, slnoe these are the onl7 data sets that 

are available. However, lt the requlslte data are available 

tor continuous time period, lt would be possible to estimate 
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en4 anal7ae the SAtJF atete:nenta wblch woul4 throw light 

on tbe etruoture and operations ot lnoo:ne an4 tlnanclal 

now a. 
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