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The Indian seviangs »ate srew inmressively over the three decades
detween the early 1950s and the end of the 1970s. Gross savings as a
sroportion of gross domestic production (GDP) increased from less than
10 per cent in the early 1950s to about 22 per cent towards the close

of the 1970s.

411 sectors of the economy did not, however, participate equally
in contributing to the increased savings rate. For soclal accounting
furposes, the Indian economy is coventionally divided into three sectors:
the public sector, the private eorporate sector and a residual, "house—
nold" sector. The significant steppingzgg the Indian savings rate was
tade possible principally by the remarkable savings performance of the
kousehnld sector. This sector's asavings as a proportion of GDP increa-
sed from less than 7 per eent in the early 1950s to more than 14 per
gent in theilaﬁe 1970s. In contrast, over the same period public sector
savir 3 as a proportion of GI'P ingreased from 2 per cent tc about
3 per cent and private corporate savings increased barely frem 1 to
1 per cent.

Sav%ngs may be used to acquire either physical assets or
financial assets. BEven in the late 1970s, physical assets were the
doninant form of household savings. However, the rapid increase in
household zavings cver the past three decades took place mainly in
financial savings. The share of physical assets formation in household
savings was more than four—fifths in the early 1950s. The share

declined to about three—fifths by the end of the 1970s.

When "households™ save in financial assets, they in effect



lend resources to the other sec tors and hence finance investment in
those sectors. Financial savings of househnlds were about 1 per cent
of GDP in the early 1950s, between 3 and 4 per cent in the 1960s and
rose sharply in the 1970e reaching about 7 per cent towards the end of
that decade. Thus, in the late 1970s, households were transferring
about 7 per cent of GDP for financing investment in the public =znd

private corporate sectors.

The Sixth Five Year Plan (covering the period 1958-1985) visue-
lises aﬁ increase in aggregate savings rate to nearly a quarter of
domestic product by 1984-85. The Plan aims ét stepping uﬁ the savings
rate in the public and private corporate sectors, particularly in the
former. If the projections are realised, the share of public sector
savings in aggregate savings will increase from 17 per cent in 1979-
80 to 25 per cent in 1984-85, the share of the private corporate
sector will increase from 7 t~ 8 per cent, whereas the share of the
household sector will fall from about three quarters to about two-
thirds. However, given the present weight of the household sector
in total savings, reaching a savings rate of 25 per cent would require,
even according to the Plan, a stepping up of the savings rate in the
household sector. Close to half the increase in household savings,
it is hoped,will take the form of financial assets. Thus, according
to the Plan targets, the household sector would transfer about 8 per-

cent of GDP to other sectors by 1984-85,

Household savings, therefore, have been and, in the foresee-

able future, will continue to be of critical importance to physical



wsely formetion in Jhe LnaZzu -ooncuy. Mot only do the "households"
wdertaxe almost half the aggregate physical investment, but through
transferring savings they make possible greater investment in the

wblic and private corporate sectors. The behaviour of "household"
savings will to a large extent determine whether the Sixth Plan invest~
ert targets are achieved or not. Tﬁis is likely to.be particularly

s¢ if the ambitious public seetor savings targets are not achieved,

The determinants of both the houscholds savings rate and the
savings pattern need, therefore, to be carefully understood. In
doing so, the first step is to reccognise the heterogenity of the
so~called household gector. This sector, it will be recalled, is
essert ally a residuel sector. The sector comprises sf all economic
wents and organisations other than those accounted for by the public
sector and the private corpergte sector. As such, besides pure house-
wlds, all unincorporated bus. ess enterprises a2 included in the

housenold sector,

One segment of the household sector with some degree of homo-
gnity is the rural sector. Rural areas are those with a limited
fopulation size and relatively low population density, and where more

*
than three~quarters of the workforce ilg engaged in agriculture.

In actual practice, the rural sector is defined in g negative

panner. Urban areas are those with municipalities, civil lines,
cantonments etc. and those with: (a) population size exceeding 5,000,
(b) population density exceeding 400 person per square Km and (05
less than three guarters ol the workforce engaged in agriculture.



‘he importance of lhe rural sector to the Indian economy is,
ofcourse, well knowne. About 75 per cent of the Indisn population
is located in the rural arcag. Almost two-thirds of national incone
is generated in the rural areas. Above all, agricultural producticn,
dominant not just in terms of incowie generated and numbers employed

but critical also in setting limits to the growth of other sectors,

is almost entirely a rural activity.

In this paper, we examine savings generation and deployment in
the rural sector. We exauine the level and determinants of investment
within the rural sector as well as the flow of resources to and from

the sector in the form of financizal liabilities and assetse.

hs far as possible, rural aggregates have been broken up to
provide estimates for agricultural and non-agricultural households.
Separate study of savings behaviocur of agricultursl households is
important both for understanding the dynamics of Indian agriculiure
and for situating the Indian experience in the debate on agriculture's
resource contribution in the initial stages of industrialisation.
Separate treatment of agriculture is required because -despite agri-
culture's dominance, rural aggregates sometimes give a picuture very

different from that relating only to agricultural households.

The main theme that emerges is that there is no clear evidence
of an increasge in rural or agricultural savings rztes, but there is
considerable evidence of a change in the pattern of savings, i.e. in
asset preference. There have been shifts in preference between

financial and physical assets, and also between the components of



beth groups of assets.
The paper 18 organised as follows:

All-Tndia aggregate rural savings and savings rates over
[2%1=62 to 1978-79 are présented in section 1. All-iIndia financial
flovs in the rural sector over the same period are described in section
% The regional dimensions are explored through an inter state compari-
son of rural savings and financial flows in section 3, the complete
emmeration of physical and financial flows is attempted only for
i¥711-72; some important components of financial flows are, however,
eensidered for earlier and laier years. In section 4, the determinants
of yhysical investment in agricrvlture are sketched. In the concluding
section, the determinants of agricultural savings and the relationship
Yetween physieal investment and net financial flows are enumerated.
o that basis, the Sixth Plan . rgets of irrigati n, household savings

and ingtitutional credit to agriculture are asgsessed.

Section 12 Aggregate savings: all India, time series

Vle have estimated aggregate savings in the rural sector
ad also the rural savings rates for the period 1961-62 to 1978-79.
In this section we present these eatimates and highlight some features

i interest.

The aggregate savings of the agricultural (4) sector, the
wn-agricultural rural (NAR) sector and the entire rural (R) sector are
down in Table 1. 41l savings reported here are gross savings, i.e.,

2 attempt has been made to account for depreciation. The physical and



financial components of rural savings were independently estimated.
The estimation details are given in Appendices 1 and 2. In our dis-
cussion in the main text, we shall refer cnly to those aspects of th
estimation procedure which are of relevance for interpreting the esti-
mates. The physical investment figures for 1961-62 and 1971=72 were

obtained from RBI's Debt and Investment Surveys. Physical investumert

expenditure is here taken to be the gross capital expenditure reported
in the Surveys minus expenditure on purchase of land and land righis,
It includes expenditure on purchase of livestock and durable househcld
agsets, but does not include accumdation of inventories. The physica
investment estimates for years other than 1961-62 and 1971-72- were
obtained by asswning a constant growth rate. (For the comparability o

the 1961-62 and 1971~72 estimates, see Appendix 1).

The corresponding savings rates are also shown in Table 1.
These rates measure the proportion of savings to income generated in
that sector. The income generated in agriculture was: obtained—from

CS0's National iccounts Statistics. BRural income was assumed to be

1.325 times the income in agriculture, as indioated by. the CSO in an

estimate made for 1972-71 (see CSO National Accounts Statisticg, 198,

Lppendix Table A.1.1). The VAR incowe was derived as the difference

between the rural and agricultural incomes.

From Tsble 1, the following features of the rural savings rets

emerge:

1) Agpregate savinugs rate

The rural savings rate has on an average been around 8 per ceni
At this level, the rural rate has been significantly lower than the

all=-India rate,
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sable 1:  imual vavings

brosd aggreguve savings (k. oLicre. Savings rate
srien]-  Non-agricul- Al rural Agricivlm Non-agricui- All rural
Rl tural Lovse- iomane- tursl Tare! bhouge-- l.ouze-
38¢ - holds holds house- holids hclas
as . e holds _
. b 3 L. 5 O
il 123 05 3,13 0.06 0.1
e 146 1092 0.13 0.06 0.12
MG 159 1159 0,12 0.06 0.1"
T 153 1227 0.1 “0.05 0.09
133 178 12711 0.12 0.0€ 0.10
m 157 1530 0.10 0.04 0.09
%3 195 1446 0.09 0.04 0.c8
w 227 1511 2.09° 0.05 0.08
365 246 16711 0.09 0.05 0.78
542 250 1792 0.09 0.05 0.08
L 65 . 1899 0.09 005 0.08"
8 304 2096 0.09 0.05 0.08°
s 324 2439 0.08 0.04 0.07
s 320 2243 0.07 0.04 ¢.06
59 304 DEET n_no .05 ©.08
% 569 2904 0,08 ¢.06 N..08
#0 544 BV7L : G.08 0.0 Q.08
e 572 3650 0.10 0.06 0.09

The e:vings rate has been estimated by dividing the aggregate savings
by wrevant-income., Tural income was acsumed to be 1.325 times ‘88T~
celtural inceme as indicated by CSC, National Accounts Statistics, 1981
ipporndix Table A.1.7. ' ’

Wwrees: 1) Appendices 1 and 2;. and Apperdix Table VIIT
2) CS0, National Acccunts statistics, various issues.




2) Difference between &4 and il nouseholds

Our estimates show that the savings rate of 4 househelds has

been around 10 ver cent and the savings rate of NiK households has

been around & per cent. The difference between the two rabes is

*

overstated here on account of the estimation procedure. it is,

however, likely that the 5L rate will be seen as higher than the HiR

rate even when the estimation bias is adjusted for.

%) Trends over time

It appears that the savings rate of 4 households fell sightly

in the mid-1960s and has renained steady since then. The savings rate

of NAR households has remained nlmost unchanged. Thus, not only has

the rural savings rate been lower than the all-India rate, it has also

shown no tendency to increase during a periocd which saw impressive

H**

growth in the all~India rate.

*

In deriving the savings rate, the aggregate savings of A households,
which also engage in non-farm activity, was divided only by agricult-
ural incomc. Thus the savings rate of 4 households is overstated.
On the other hand, the estimated NiR income, which is derived as a
residual, is an overestimate, and the NiR savings rate is, tnerefors,
an underestimate.

The rural-all-Indis comparisons must be cautiously interpreted. The
difference between the rural and all-India rates (at a point of tix
and in the trends) is probably exaggersted. The zll-India estimetes
are prepared by the CSO. The available evidence suggests thet the
CS0's estimates of physical investment in the "household" sector ax
considerably overstated. These estimates are in general based on

"the RBI's Debt and Investment Survey of 1961-62 and are noved forward

each year by some composite index of income, population, area sown e,
The extent of increase in investment shown by this method is not borm
out by the 1971=72 Survey (See Rao and Rao, 1982). There is no reasx
to consider one Survey superior to the other. L&Ls discussed in fppemt
1, the RBI considers the two Suxrveys completely comparable. Thus cur
estimates of physical investment in agriculture are not strictly
comparable to the C30's household investment estimates and hence to
CS0's aggregate savings and wuvestment estimates.



The =1l in sovings rav - in the nid-1960s was due probably to
the extremely low level of agricultural prcduction during 1965-66 and
1966~67. The fzll was specially sharp in the case of financial savings,
and there was, infact, a significant net inflow of financial resocurces.
into agricultural households via institutional credit agencies during

the second half of the 1960s (we discuss this below in greater detail).

The failure of the savings rate to revive in the 1970s despite
the rapid growth of financial savings (as discussed below) was due
mainly to the continued sluggishness of physical investment. Of course,
our investment figures are bazged on the assumption of a constant growth
rate that prevailed during the 1960s. It could, therefore, be objected
that the sluggishness in the 1970s is built Into our estimates. How=

ever, the limited available evidence from the Livestock Censuses of 1977

and earlier verrs nlso does not indicate any acceleration of invest-
ment i the 1970s. 4s we shall discuss in Section 4, there seem reasons

to believe that fixed investment in agriculture has indeed growmn slowly.

Llso, our physical investment estimates do not include working
capital investment. Though physical fixed investment has grown slowly,
investment in working capital hage increased very rapidly, the growth
has beenbparticularly sharp in the addition to current material inputs,
from about fs, 100-150 crores annually in the second half of 1960s to
about R5.200-300 crores ammually in the 1970s. However, despite the
raypid growth, the increase in current material inputs contiﬁues to form
a small part of total investment and less than 1 per cent of income.

It inclusion in our savings estimates will not, therefore, affect the
observatior that the savings rate has not grown. (For the detwils of

vorking capital computation, see Appendix 3.)
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The savings rate is influenced by severzl factors. IHere it uecy
be noted that the lack of growth in:savings rate is consistent with 2
rural per capita real income that has remained stationary (see Table 2).

Other variables that influence the savings rate are considered in

Section 3 and 4.

Section 2: Financial savings: all India, time series

In this section, we discuss: (1) the magnitude of rural nct
financial savings; (2) the changes in composition of rural financizl
assets and liabilities;_(B) the relationship between rural net firun-
cial savings and rural physical investment; (4) the share of rural
financial savings in total "household" savings and (5) the relation-

ship between "formal" and "informal" financial assets in the rural

sector.

1) Net financial savings

As indicated above, therc have been important changes in rural
financial sevings, and these have significant implications for rural

resource mobilisation. The estimstes of rural net financial savings

are presented in Table 3.

In estimating the net financial savings, the annual acquisgition
of financial assets and liabilities was separately computed. Only
formal (or‘external) financial nssets and liabilities were considered,
Thece are zassets and liabilities that involve transactions with insti-

tutional agencies. They are distinguished from informal (or'intcnuﬁ)

borrowing and lerding, which cancel out within the sector and hence do
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Table 2: BRural per capita income trends
Irdex of per capital Loricultural labour-
Years ‘ income ers' consurer price
(current prices) index
(1961-62 = 100) (1960-61 = 100 )

1960--61 - 100
1961-62 160 -

1962-63 100 ®
1963-6/4, 114

1964~65 137

1965-66 130 169
1966-67 152

1967-68 185

1968-69 177

1969-70 190

1970-"71 201 206
1971-72 204, 215
1972-73 220

1973-74, 201 313
1074="15 315 413
1975-76 285 345
1976-77 300 32/,
1977-78 338 349
1978-79 330 340

Sourqes: 1.

CSO Nations) Accounts Statistics, varicus issues.

2. €S0 Ststistical Abstracts of India,
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not count in the cotimetion of "1 sestor's net savings. The financial
assets thus considered were: currency, life insurance premia, provident
fund contributions, small savings, commercial benk deposits ana co-
operative shares and depogits. The sources of financial liabilities
considered were commercial banks, co=-operatives and the government,
Net financial savings in any year were estimaled as the difference
between the assets acquired and the liabilities incurrea., Positive
net financial savings indicate a net lending of resourees by the secior
and negative net financial savings indicate a net inflow of resocurces

into. the sector.

Table 3 shows that there was a net inflow of resources into
agricultural (&) households in the 1960s, particularly in the second
half of that decade.* However, the direction of resource flow changed
quite dramaticzlly ir the 1970, The resource outflow from A house-
holds ‘n the 1970s fluctuated “rom year to year tut showed an overall

increasing trend.

In contrast, NAR households have been net financial savers

right through. The magnitude of LiAR net financial saving in the 1960s

¥ The net inflow conmputed here is less than that computed in an
edrlier exercise (Mody, 1981). The difference arises because
lending to agricultural households by professional money lenders
and traders, which.was earlier considered an inflow into agriculture,
is here not included as a net inflow. '
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Table 3: Reral fipancial savings and physical investment

RBet fiiancial savinge Net financial savings
(Rs. crores) Gross physical investment
A NAR R A NAR R
Sector Sector Sector Sector Sector Sector
%1-62 - 21.73 45.34 23,61 - 0.02 0.57 0.02
62-63 - 1.73 61.84 60.11 - 0.00 0.74 0.06
03-64, 3.86 68.90 72.76 C.00 0.77 0.07
8,-65 5.90 56.85 62.75 0.00 0.59 0,05
65-66 - 0.64 75.27 74.63 - 0.00C 0.74 0.06
b-67 - 30.82 48.74 17.92 - 0.03 0.45 0.01
G-68 - 25.45 77.15 5170 - 0.02 0.67 0.04
68-62 - 67.00 98.16 31.16 - 0.05 0.80 0.02
69-70  — T-.75 113.78 39.03 - 0.05 0.86 C.02
70-71 13.07 109.58 122,65 0.01 0.78 0.07
7-72 10105 116.16 126.21 0.01 0.80 0.07
7%-73 57.55 156.39  21..94 0.03 0.99 0.11
13-74 28448 155,39  439.87 0.16 0.92 0.22
1-75 - 1o 75 1/ 13 120,38 - 0.01 0.78 0.06
75-76 497.32 201.61 30%,93 0.10. 1.05 6.18
1677 456 36455 . 209,69 .07 1.79 0.21
MU 304.92  S27.45  632.37 0.1 1.51 0.25
18-79 609. 9 340.01 950.00 0.25 AT 0.35

Bé: - 1) A negative sign indicates net inflow of financial resources
into the secter

2) A: agricuitural, NAR: non-agricultural rural,
R: rural

krce:  Appendices 1 and 2,
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wag greater then the detieit of L households, sc that there was a net
savings outflow from the rpral sector even when there was a savings

inflow. into ths agrioultu;al sector.

NiR financial sdvings have grown steadily right through. In
the 1970s. however, it is the 4 households (which were deficit in the
1960s) that increased their financial savings at the more rapid rate

Before seeing the financial flows in relation to other relevont
nagnitudes, it .would be useful to takKe a closer look at the ‘components

of these flows.

2) Financial flows — a disaggresated picture

We examine here the instruments snd agencies through which the
rural finzncial flows have been mediated. On the asszets side, tne
most significant change has taken place in comsercial bank deposits
(see Table 4). The share of commercial bank.deposits in rural financis.
uzssets was 6 per cent in the carly 1960s and rose to over 30 per cent
in the late 1970s. The chares of all other assets have fallen. How-
ever, it must be noted that even the instruments with falling shares

show significantly rising gbsolute magnitudes.

4 point of difference between A and NiR households may be notel,
Though both groups show the same basic trends in the composition of
assets as outlined above, the share of provident fund contributions
in A househo.d savings has always been lower and the snare of co=-c,iras
tive shares zmd deposits has always been higher than the corresovoiiag

shares for NiR households.
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Table 4: Composition of formal financial savings (per cent)

Life Small Co-op. C omm.
kers Currency insu- P.F. savings shares bank Total
rance ete. and and der,
"others" dep.
RURAL
81-&-2 25 16 31 0 18 6 100
g‘Z-.é} 33 15 30 0 14 6 10C
B-h0 35 13 26 1 16 7 100
(72 24 11 22 6 12 21 100
273 28 10 19 g 14 19 100
374 33 11 21 11 9 13 100
27 9 18 5 12 27 100
{I-78 15 9 18 5 1 39 100
=79 22 7 15 5 12 34 1C0

AGRICULTURAL

}1-62 23 16 2/ 1 30 6 100
& 32 16 23 -1 23 6 100
F3-6;;. 33 13 20 1 26 7 100
e 27 10 15 7 18 23 100
7 "0 9 13 8 20 21 100
‘3-7/; 3e 9 12 10 12 23 100
£ 29 8 12 5 17 30 100
1-78 15 g 12 6 16 40 100
879 23 7 10 5 17 35 100

Scurce: Appendix 2.
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On the credit sice, it 111 be =seen from Yable 5 that the
large net inflow into the zgricultural sec’mr in the second half of
the 1960s came mainly from the co-operztives., In the 1970s, the net
inflow from the co-operatives hog not grown =né has, infact, probzbly
fallen. 4t the same time, though commercial tenk credit to agriculture
has grown rapidly, the equally rapid increase in commercial bank
depogits has meant that comsiercial banks have throughout been a net
recepient of resources from the agricultursl and rural sectors. The
net flow to commercial banks has probably increased in the 1970s.
There has also been no significant increase in government credit to

agricul ture.

Thus, while the main institytion credit agencies have not been
increasing the annual net financial inflow into agriculture to any
significant extert, savings in the form of currency, life insurance
preniie and provident fund contributions have been growing, leading to

an increasing net outflow of financial resource from the rural wector.

To gain sowe perspective on these rural "formal"™ financial
flows, we examine them below in relaticn to rural physical investment,
aggregate "household" sector financial savirgs and "informal" financial

savings.

5) Net financial savings and physical investment

a) Agricultural households

Referring back to Table 3, it will noted that till the early

19708 net finsncial savings of agricultural households were less than
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iahle 5: HNet financial flow tc institutional credit agencies
(_Rs,_crcres)

Years Commercial benks Co-operatives Gevernment
e Rucel  Agricultural .
1961-62 2.82 2.87 - 32.51 ~ 45
1962-63 4,73 2.76 - 32.51 - 48
1663-64, 6.82 4,89 - 38,04 - 57
1964-65 6.16 6.28 - 19.27 - 55
1965-66 8.76 8.36 - 64.11 - 61
19%6h-67 10.91 10.66 - 59.27 - 68
1967-68 12.89 132,73 - 70.01 - 74
1962-69 15.50Q 17.59 -148.69 - 80
1969-70 18.48 14.46 -171.22 - 87
1970-"71 21.85 36.54 -127.59 --93
1971-72 25.52 36.06 -153.68 - 99
1972-73 29.39 42,40 -121,18 -177
19¢3-7/, 0. 24 52.46 - 71.65 - N
1974~75 -16.9/ -24.58 - 89.27 - 78
1975-76 17 .94 e, 66 - 51.27 - 82
1976-77 35.57 85.60 -260.48 - 86
1977-78 104..3 9.86 -126.08 - 98
1978-79 ~4.52 26,78 - 65.24 -119
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5 per cent of investment in physical assets formation. In the early
1960s and early 19705, in particular, net finencial savings were
negligivle. In the second half of the 1960s, the net saving inflow
into agriculture touched 5 per cenglgiysioal investﬁent in agricultus
and was, therefore, of some significance in financing private csri-
cultural investment. From the point of view of the non-agricultural
sector, however, the savings transfer was negligible right thrcough
to the early 1970s, and even in years of high savings inflow into

agriculture, the net inflow was 1 per cent or less of physical invest-

*
ment in the non-agricultural sector.

Since the early 1970s, however, the net financial outflow from
agriculture has grown.éignificantly, and in 1978-79 formed 25 per ceri
of physical investient in that sectcr (and roughly 2 per cent of the
gector's income). In 1978-79, in fact; agriculture's net financial
savings had grown appreciable even in relation to non-agricultural

investment, constituting about 3 per cent of such invostment.

b) Non-agricultural (W4R) houseliolds

Relative to A households, N.R households have always had =
greater preference for financial savings. This preference (as in
A households) has increased over time. In the early 1960s, N4iR house-
holds' financial savings formed between half and three quariers of
their physical investuent. But by the late 1970s, financial invest-
(

ment was one and a half timesphysical investment \and roughly 4 per-

cenl of WiR income)

* ﬁsing the CSO investment estimotes.
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The net 1inancinl savings of NAR households have not beem
negligible even in relation <o non;rural investment. Since an exact
measure of non-rural investment is not’available,* we use non-agri-—
cultural investment as a proxy. In the1970s, net financial savings
of NAR households have been between 1% and 2 per cent of non-agricul-

tural investment.

4} Rural and “household" financial savings

Given the large incresse in rural financial savings, it is of
interest to engquire how rural financial savings trends compare with
trends in financial savings of the entire household sector. We look

into this question here.

Taeble 6 presents the relevant figures. We are here still
discussing onlv "formal" financial savings. It will noted that gross
rural financial savings (i.e., *the total acquisition of financial
asseis) as a proportion of gross ‘household" financial savings has
changed very little over time. The proportion has moved within the
narrow range of one-~fifth ‘and one-fourth., However, the lack of change
In the aggregate corce:ls disparate trends in the components. Rural
currency acquisiiion, of course, has been assumed to be a constant
one-third of household currency acquisition. The share of rural house-
holds in life insurance premia declined in the 1970s according to

indicators reported in the LIC Annual Reports (see Appendix 2). The

share in provident fund contributions has also fallen over time.

—— —— et
g

* Qur estimates & C30 estimates are not comparable.
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Table ‘6: Rural and "household” financial savings

Net R Net' A Net A

—

Grogss R Grogs i Grosg A
Year  Gross HH Cross HH Gross R Net HH Net Il fet R
S 7 5 6
1961-62  0.20 0.13 0.63 0.05 0.04 0.92
62-63  0.23 0.14 0.62 0.12 0 03 -0.03
63-64  0.20 0.13 C.64 0.10 0.01 0.05
64-65  0.21 0.14 0.66 0.09 .01 -0.09
65-66  0.23 0.16 0.67 0.09 0.00 -0.01
66-67  0.19 0.13 0.71 0.02 0.04 41,72
67-68  0.24 0.17 0.68 0.06 :0.03 -0.49
68-69  0.27 0.18 0,67 0.04 .08 -2.15
69-70 0.26 0.18 C.67 0.05 -0.09 -1.92
70-71 0.24 0.17 0.69 0.09 0.01 0.71
71-72 0.23 0.6 0.71 .08 .01 0.08
72-73  0.25 0.1 0.73 0.09 0.02 0.27
73-74  0.21 0.7 0.71 0.13 0.10 0.65
7475 0.18 0.13 0.71 0.05 -0.01 -0.16
75-7€ 0.20 0,14 ©.73 0.11 0.05 C.49
677 0.20 0.15 0.73 0.10 0.03 0.28
7778 0.22 0.16 0.76 0.12 0.06 0.48
78-75  0.23 0.17 0.75 0.14 0.09 0.64
Sources: 1) Appendix 2

2) RBI Report on currency and Finance, various issues,
see also Appendix Table VII °




Balancing these, the shere of rural households in commercial bank

deposits has increasec significantly.

the
Tt will be noted from Table é colum (3) that /share of agri-

cultural households in rural financial savings has increased over time,
and hence though the rural share in all household savings has remained

steady, the agricultural share has slightly increased.

The share of rural households in net household savings (grosa
savings net of credit taken) fell in the seond hulf of the 1960s as
credit inflow into agriculture increzsed; the share returned to the
old level in the early 1970s and even siightly exceeded that level
by the end of the 1970s. Thus, in the late 1970s, about 15 per gent
of net household savings came from rural houscholds (see Table 6,
column (4)). The increased share of rural households in the 1970s
reflected principally the inerezsed financial savings of agricultura.
households which increased their share in rural as well as all "house-

holds" net savings.

5) "Formgl" and "inforral" financial savings

Considerable investment activity takes pluce within the rural
gector which does not show up ag investuent of the scctor as a vhole
because it is balanced by an internal disinvestment. Thus, money
lending within the rural sector creatés Simultaneoﬁsly n egual
financial asset ond lizbility, creasting no net asnet for the secter.
Similarly, lend purchoses within the seclor invelvs inuestucnt by

one party and an equal disinvestment by another.
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We compare here the trends in "formal" financial saving and
informal investment activity. We estimate informal financial seving
by aggregating the debt owed by rural households tc non-institutional

agencies as reported in RBI's Debl and Investment Surveys. It is

assumed that these non—-institutional agencies wure loéated.within the
rural sector and hence correspending to the deot there are financial
assets held in the rural sector., This procedure had to be adopted

because, typically, informal lending is underststed. For the details

of estimation, see Appendix 2.

In Table 7, informal finuncial saving is shown as a propertier
of gross formal financial saving. It may be seen that the proportion

has declined during the last two decades.

Table 7 3 Rural "informal" savings

Informal financial Expenditure on

savings as a ratio purchase of land
of formal gross as a ratio of gross
financial savings formal financial
savings.
1971-72 0.26 C.40

Sources : 1) Appendix 2
2) RBI 411 India Debt upnd Investment Survey, 1971-T72.

It also appears from Table 7 that gross formal financial

saving Has risen faster than expenditure on purchase of land.
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Section 3 ¢ Aggregate cavine . -nd Jinencisl flows — State wige

1) Aggregate-savings

The stute wise aggregate savings rates of agricultural
mwuseholds in 1971~72 are snown in Table 8, Only agricultural house-
tolds have been considered because state wise data on rural incomes
vas not readily availéble.* ’I‘hc savings rates vary between a low
of 2 per cent (in Maharashtra) and a high of 15 per cent (in Kerala

land Rajasthan).

a) Per capita income

In order to understand the variation in the savings rates,
'1‘:’9 compared them with p2r capita incomes of agricultural households.
Jiten the ranks of the two weriables are compared, we find that Maha-
mashtra and Orissa with low per capita incomes have low savings rates,
;fiarna.taxa with a relatively hign ner capita income has a high savings
kte and Madhya Pradesh is in the middle of the spectrum with regard

% both the variables.

#) Production acceleration

. But olearly, per eapita income does not explain the varia-

Mon in the other nine states. The ranks of the two variables in

One could blow-up agricultural income by the rural/agricultural
worker ratio. But this would give misleading results since the
value added per worker is higher in non-ggricultural activities.
foreover, the value added per worker probably varies significantly
tetween states.
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Table 8: Agricultursl savings rate - state-wise 1971-72

States

Savings rate = Per capita
income (Bs.)

Andhra Pradesh
Gujarat
Haryana
Karnata

Kerala

Madhya Pradesh
Maharashtra
Orissa

Punjab
Rajasthan
Tamil Nadu
Uttar Pradesh
West Bengazl

4
u

0.
2.

(2)
()
(6)
(9)
(12}
(6)
(1)
(3)

9)

#12)
(3)
(9)
(5)

521
}vq1:

i

e

529
531
405
372
377
1061
431

A47C
380

535

A7)

(11)
(12)
(8)
(9)
(4)
(1)
(2)
(13)
(5)
(6)
(3)
(10)

ra

Note: 1) Savings rate is aggregate savings as a percentage
of income in agriculture and allied-activities, .

2) Rural population was multiplied by the proportion

of workers engaged in.agmgculture to obtein the

agricultural population.

3) Figures in brackets are renks in the ascending orger

Sources: 1) Aprermdix Table 6;-and Appendix Table IX

2) RBI Bulletin, April 1978.

3) India Bulletin of Food Statistics
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these states differ by three or more. We, thercfore, considered the
role of accelerstion in production. During an accelerating phase,
the gavings rate is likely to bte high for two reasons: (1) consump-
tion standixds change at a much slower-rate than income; and (2) if
the production acceleration reflects attractive investment opportuni-
ties, then there is sn obvious incentive to save. In a decelerating

situation, these fzctors would work in reverse.

Six states show a lower savings rate than warranted by their
per capita income (i.e. the rank of the savings rate is considerably
lower than the rank of the per capita income). Of these, Andhrae Pre-
desh, Tamil Nadu and Gujarat experienced .a large deceleration in
zgricultural production in the second hsli of the 1960s (see Table 9).
Thus in these stat.s decelerating production from the mid 1960s did,

epparently, result in o low suwlings reite in 1571-=T72.

Conversely, Kerala, Raj-sthan ard Utter Pradesh, states with
savings rates in 1971=72 higher than warranted by their per capita

incomes, experienced a sharp rise in production growth in the second

half of the 1960s (Table 9).

It, therefore, appears that production acceleration ( or dece-

lerakion) has a signifiecant influnence on the savings rate,

C) Limits to saving rate?

There are three states for which the level of the saving rate
is explained neither by the level of production nor by the change in
the rate of production growth. Taese states are Punjab, Haryans and

West Bengal. Agricultural househalds in these states had very high
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Tabla 9: Anmual growth rates of egricultural nroduction
(erived frum triennial sverages of terminal

vear index numbers)

Statos 1953-54/ 1963-64/ 1960-61/ 1970-71/
1963-64  1977- 78 1970-71 1977-78
Andhra Pradesh 3,16 1.54 1.95 2.32
Assam 0.94 1.92 1.77 1.59
Bihar 2.59 1.66 1.38 2.1
Gujarat 5.02 2.83 1.;.29 2.37
Karnataka 3.94 2,77 3.53 2.14
Kerala 2.42 2.22 3.33 0.22
Madhya Pradesh 2.49 0.9 1.15 0.22
Maharashtra 2.68 2.23 -0.99 6.42
Orissa 3.45 1.37 3.26 1.53
Punjab & Haryana 3.97 6.21 5.75 5.01
Ra jasthan 3.23 3.72 3.15 2,82
Tamil Nadu 4.0k 2.29 2.31 1.93
Uttar Fradesh 1.45 3.53 2.70 2.85
West Bengal 1.49 2.58 3.12 1.89

Source: Jose 1982 Table 5, p.14.



ver capita incomes (Punjab households had the highest; Haryana, thc
second highests and Wegt Bengai, the fourth highest). But the savii.o
rates in these states were ﬁot aﬁpreciably higher than in the cther
states. It is possible, of coﬁrée, that the savings rates here are

understated. That, however, is unlikely to be the whole story.

It seems 1ike1y that there are limits to savings in forme
congidered here by us, The bulk of agricultural savings takes ths .=
of physical investment in farm.production. This investment is goveraea
by the state of agrieultural technology ( as we elaborate in the ncxt
section). That there are limits to the extent of investment in £..u.
activities is reflected partly-in the fact that non-farm investment

grew during the 1960s at a much faster rate than farm investment in

almost all states (see Table 10).

Alsc, till the eaxrly 19708 investment in formzl financial
institutions was limited by thelr poor spread in rural areas and, .

of course, by the limited degree of agricultural commercialisation.

2) Financigl flows

We congsider first the financisl flows in some detail for 13971-
72 and then consider certain component flows for which information

over time is available to get an idea of the trends.

a) Net financial flows, 1971~72.

Table 11 shows the net financial flows during 1971-72 in moest
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Table 10: Anmuel Growth Rates of Cross Cgpital expenditure

undertaken Ly cultiv%tors:
1961-62 tc 1971-72

( per cent )

States Total 5 s Business
Andhra Pradesh - 2.4 - 3.4 20.5
Assam 6.0 0.1 23.0
Bihar 5.1 2.6 _h .5
Gujarat ' 9.4 8.8 12.6
Jamm & Kashmir 5.8 6.0 14.9
Karnataka 6.0 4.9 25.0
Kerala 4.5 L.0 7.0.
Madhya Pradesh 9.1 8.4 26.3
Yaharashtra 6.0 6.6 6.0
Crissa 3.3 1.6 21.0
Punjab & Haryana 11.5 12.4 3.7
Rajasthan £.6 3.8 3.2
Tamil Nadu 1.8 1.2 3.4
Uttar Predesh 5.7 Loty 0.1
West Bengal 10.3 16.5 12.5

Compound growth rate implicit in the two end point observaticrs.

Source: BRBI All Indiag Debt and Investment Survey.
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mjor states in Indi;;..* The proture is one ol considerable inter-
kegional variation. 4t one extreme, there was a net savings, and

lence net outflow of resources from the rural sector, of .60 crores
finWVest Bengal. At the other extreme, there was a net resource inflow

¥l Bs.75 crores in Maharashtra.

The variations, however, are not without a pattern. Some
ffeatures of interest may be noted. Firstly, though the 4 sector in
jeveral states was a net recepient of resources, the NAR sector uni-

formly had positive net finsncial savings.

Secondly, the large net outflows from agriculture, both in
Wsclute terms as well as in relation to physical investment, were
ffrom West Bengal, Bihar and Kerala. Of these, Kerala has had a long
Ehistory of commercialisation and development of financial institutions.
Mhis very probably explains the very hisgh level of per capita gross

Investment in financial aswsets in Kerals (sce Table 12).

West Bengal, Bihar and possibly other Horth-Eastern states
[though we"’.do not have complete dats for these statcs) fall in
other category. West Bengal households did have a high per capita
]gross investment in finansial assets commensurate with their per
kpita income. However in West Bengal and BRihar (and cther North
Bstern States), the net outflow of financial resources was due not
o mich to the hiéh level of gross financial investment as to the
por inflow of credit frem institutional azgenciese Table 12 shows

thzt the per capita credit to rural households was the least in

T

The computation details are in Appendix 2.
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Table 11: Net Financial savin, - State-wise, 19.1-72
States Net financial savings Net financial savings
(Rs. crores) Gross ' physical investment
A NAR R A NAR R
Andhra Pradesh - 0.35 2.00 - 1.65 - .01 0.28 0.b2
Bihar 32,63 4.92  37.55 0.26 ©0.85  0.29
Gu jarat -18. 7N 1C.45 - 8.46 -~ 0.16 0.75 -0.06
Haryana - 7.07 1.52 - 5.55 - 0.11 0.18 -0.08
Karnataka -19.79  0.21 -19.58 - 0.14 0.03 -0.14
Kerale 35.25 2,08 38.23 0.65 1.24 0.68

Madhya Pradesh -12.42 5.96 -~ 6.46 - 0.09 0.99 -0.05

Maharashtra -92.94 18.37  -74.57 - 0.81 1.67 -0.59
Orissa - 3.01 | 0.78 - 2,23 - 0.8 (.22 @ -=0.06
Punjab 2.57 13.98  16.55 0.03 0.72 0.14
Rajasthan 1.85 3.87 5.72 0.02 1.02 0.05
Tamil Nadu -24,.26 .41 - 7.85 - 032 ©.38  -0.19
Uttar Pradesh - 4.81  19.58 14.77 - 0.02 (.72 0.04
West Bengal 33.44  26.40 59,84 0.42 1.68 0.62

Source: 1) BRBI 41l India Debt and Investment Survey, 1971-72

2) Appendix 2.



feghle i Pop eplits foo 1 ijy a2l oniesii et lighdVitiee, dn rurad (R°
Lot grdoniture] A0 Veiseeolls A

States gross assets gross liabilities net assets

R L R 2 R A

Andhra Pradesh 7.56 216 () 7Y 7.09 £.29 (2) 0.50 - 0.12
Bihar 10.74 10.89 () i 2.33 3.66 (13) 7.40 7.22
Gujarat 23.26 16.29 ) 2} 27 .67 31.02 (2) AV - 11.72
IHaryana 8.19 7.24{11) 2) 14.08 18,07 (7) - 6.69 - 10.82
Karnataka 11.59 10.85 (€) 16) 20.44 2148 (L) - g.82 - 10.62
Kerala 35.49 52.65 (17 (8) 14.13  21.34 (5) 21.35 32.30
Madnye Fradesh 479 3.2001%) (10) 6.6,  7.26 (10) -1.85 - 4.00
Maharashtra 12.24 7.75.9) (13) 33.73  39.63 (1) -21.49 - 31.88
Orissa - 2.97 2.83(14) (12) 4.7 457 (12) 1.1 - 1.7
Punjab 39.71 31,03 (2) (1) 23.6L  27.93 (3) 16.08 3.10
Rajasthen 8.35 7.01 (12) (9)  5.66 6.11 (11) 2.70 1.00
Tamil Nadu 10,22 9.7(7) (8) 16.44  19.96 (&) 6.22 - 10.68
Uttar Pradesh 9.35 7.51(10) (1)  7.40 8.24 (9) 1.94 - 0.72
West Bengal 20.90 15.38 (L) (L) 2.74 3.15 (14)  17.92 12.22

Note: Figures in first bracket are raw..s of per capita assets or Ligbilities and in the second
adjacent bracket are ranks of per capite income, both series being in the decending order

Sources: 1) Appendix 2
2) India Bulletin of Food Statastics.
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West Bengal and Bihar. (The per hectare credit wes also relatively
very low in tnese states). In the early 1970s, co~operatives were
sill by far the main conduit of credit into rural areas. The small
inflow of credit into the North-Eastern states was due not to the
limited physical spread of co-operatives in these states. In some
megsure, it was due probably to the high level of overdue to the
" co—operatives which set limits to tﬁe injections of fresh credit.

At the end of June 1971, overdues as a proportion of outstandings

were 60 per cent in Bihar, 70 per cent in wést Bengnl ard 80 per cent
or morc in some of the other North EBastern states. The proportions
were not only much higher than the all-=India average of 40 per cent,
but were indeed the highest amcag all states.* However, it could well
be argued that the high level of overdues were themselves due to the
Jlow credit pef capita and per hectare, which made the credit sub-
optional and hence wasteful. Ix which case, the attitude of the govern~
ment towards these states determined tne extent of credit inflow,
since the insﬁitutional credit agencies acted according to government
policy.

Thirdly, the only state cther than Kerala where there was a

net oulflow of financial resocurces despite an adequate inflow of credit
was Punjab. This reflécted the reiatively high level of gross finan-

cial investment accompanying the high per capita income.

Orissa and Jammi and Kashmir were also at the 60 per cent level,
In these states, too, the credit inflow in the early 1970s was
poor.,
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1] the atethor w07 ore was o large net inflow of

Finally, tho {ita
financial resources into agriculture during, 1971-72 were Maharashtra,
Tamil Nadu, Karnataks and Gujarat. These states have had among the
highest shares in institutiongl credit inflow (mainly the co-opera-
tives in the early 1970s). Togpether, in the early 1970s, they accoun-
ted for atout 60 per cent of credit inflow intec all stateg, with just
Maharashtra sccounting for a quarter in some yearg. The institu-
tional credit per hectare has been much abovelthe all-India average

in these states.

Though the overdues were relatively low in these states which
received large institutionzl credit, they were by no means negligible.
In Maharashtra, Tamil Nadu and ¥zrnataka, the overdues were about

40 per cent of outstandings and only in Gwjarat were they 20 per cent.

The high level of credit flows in Gujarat and Karnataka were
probabry required to finance . ranid growth in the 1960s. But this
was not the case for Tamil Nadu and Maharashtra which experienced

relatively slow growth in the 1960s.

Thus, the net finsncial flows have been determined partly
by the internal dynamics of agriculture and partly by government
policy. In Kerala (where the level of commerciazlisation has been
nigh) and in Punjab (where per capita incomes had reached a high
level), the net financial flov was out of agriculture. Some high
growth states like Gujarat, Karnataka, and also Haryana, drew in
financial resources on a net bacis. The North eastern states received

very little credit, partly because of the high level of overdues,
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which have often been due to willul aefault by cultivators (sce
BBI, .1974). However, certain important inter regional variaticrs
cannot be explained by the above lines of reasoning. For examls,
the large disparity in per capita and per hectare outgtancing creil
as between the North eastern states on the one hand and Mahareshir:
and Tamil Nadu on the other does not seem related to per capita
income levels or growth or even the level of overdues. Governmert
policy, influenced by other criteris, appears to have had =z gigni-

ficant influence in directing credit through institutional agencis,

b) Rural "informal" savings

"Informal™ financial savings ox financial assets with couwn
part financial liebilities within the rural sector have been esti-
mated as in the all-India case (see also Appendix 2). Purchase ¢f
land has also been treated as "informal" savings and this apzin,
for most part, is balanced by disinvegtment within the sector. Tl
informal savings have been expressed as a vrovorition of grcss
"formal™ financial savings. The relevant details are presented

in Table 13.

There seems a fairly close relationship between rer capite
income and per capita gross formsl financiai savings (colurm (1) ax
(2), Table‘13). In addition, states with a highi per capitsa income
have a low ratio of informal to formal financial savings. 7The
ratio in the high income states is: Punjab: 0.61; Haryana: 0.80;

Gujarats €.55; West Bengal: 0.28; Kerala: 0.15 and Karnatuka: 0.77.
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Table 13: Rural "Informal" Savings - State-wise, 1971-72

’ [
Yini'ormal

State R-f—ll’llJ Eb(penditure Total
) financial on turchase "informal" Gini co-
Per. per capita savings a5 of land as  savings as efficient
‘es capita_ gross for- = ; -
. Z . a ratio of a proportion a proper-  for asset
mcome™ mal finan- 4o :
21 asset gross for- of gross tion of holdings
(;; ?ﬁif mal finan- formal fine- gross for-
Havestmen cial ncial savi- mel finan-
savings ngs cial sa§~
ings”
1 2 3 4 5 6
1 Pradesh  (7) (12) 0,95 0.48 1.43 0.703
(N4) (7) 0.06 0.10 0.16 0.672
"t (3) (3) 0.38 0.17 0. 0.632
ma (2) (11) .24 0.56 0,80 0.629
dava (6) (6) 0.38 0.39 0.77 0.655
i (5) (2) 0.03 0.12 0.15 0.661
2 Pradesh  (10) (13) 0.50 1.72 2.12 0.589
ashtra (13) (5) 0.22 0.48 0.70 0.649
e (12) (14) 0.67 0.45 1,12 0.598
b (1) (1) 0.06 0.55 0.61 0.683
Sthan (9) (10) 0.74 0.20 0.4 0.559
7 Nadhs (3) (8 ) 0.2 0.73 1.35 0.711
~Pradesh  (11) (¢) 0.36 0.59 0.95 0.592
Bengal (4) (4 ) 0.07 0.21 0.28 0.660

1. The ranks are in the descending order

2. Though the variables in this table all relate to the "rural"
sector, per capita income relates to the "agricultural" sector,
since per capita rural inccme could not be estimated.

2)
3)

4)

sum of columna (3) and (4)

BBI A11 India Debt and Investment Survey, 1971-72.

fppendix 2.

REI Bulletin, April 1972.

RBI Staff ocecasiongl papers, June 1977
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savings ratio: Rzjasthan: 0.94; Madhya Pradesh: 2.712; Uttar Pradesh:

0.95 and Orissat 1.12.

The exceptions to these generalisations may be noted. The
per capita income fcr Bihar was not svailable, but was probably
low. The lcw informal to formal savings ratio in Bihar was thus pro-
bably not commensurate with its per capita income. This was also
s0 in Maharashtra. In the case ef Maharashtra, we have at least
a partial explanation. We noted above that Maharashtre received
a very large volume of co-operative credit. To be eligible for such
credit, cultivators have to subscribe to shares of agricultural credit
societies and make some deposits also. Often credit is provided to
help cultivators fulfil these cbligations. Hence the high level of
formal financial savings in Maharashtra probably exaggerates the

genuine savings of cultivators,

Important exceptions also are Tanil Nadu and Andhra Pradegh,
These states had relatively high per capits incomes but also had rather
high informal to formal financial savings ratic. The explanation
lies in the high degree of inequality in these states (see column (6),
Table 13). It would appear that high inequality creates internal
demand for credit which richer cultivators are able tc satisfy. high
inequality also probably is accompanied by more frequent land snles

by poorer cultivators to richer cultivators. The experience of
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Tamil Jadu and Andhra Pradesh svezests that a high degree of inequality

can stem the movement towards formal finar.cial assets.

It is of interest here to note that not only do farmers in
Aindhra Pradesh and Tamil Nadu engage to a greater extent in internal
lgnding ard land purchases, they are alsc more prone to'stocking of
food grains. The data on market arrivals shows that Punjab and
Haryana farmers market most of their grzin within three monfhs of the
harvegt. Gujarat fermers market about half the grain within three
months. But farmers in Tamil Nadu and iAndhra market only about a

*
quarter of the grain within three months of the harvest.

¢) Trends in statewise rural net financial flows

Complete -information of the type examined above for 1971-72
1s difficult to place together fg; other years. We therefore look
at some; componentce flows. Data are gvailable on co=operatives and
‘commercial bank net flow, Since these constitute important components
of rural financial flows, their trends should be pointers to the

aggregate trends.

Tpe duta presented belcw is z2ll based on three year averages
around the'year indicated. The method of computation is discussed
in 4ppendix 2. 4s above, the important features of the computation

method are indicated where necessary for interpretation.

(i) Co-opdratives

Tdble 14 shows the net flows to the co-operatives in the

India Bulletin of Food Statistics
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veriov , states for threc tivec roivis. & negative sign indicates
net inflow of rescurces from co-operatives into agricultural house-
holds. Almost all signs in Table 14 are negative, indicating that
co—operatives have been a net scurce of finencial tc resourses to

zgricultural households practically throughout the period in all

states.

Two states show a net contributicn of resources to co-operatives
in 1977-78. These are Punjab and Gujarat. It will be noted that in
1971=72 both these states were net recepients of resources from ﬂm‘
co—operatives. As was discussed above, however, when all financial it
flows are considered, there was a net outflow of resources from
Punjab in 1971-72 even though there was a net‘inflow through the
co—operatives. The fact that even on the co-operative account the
flow turned outward by the late 19708fsuggests that the outflow through

other instruments also must have increased.

In the case of Gujarat, the agsregate nflow into A households
in 1971-72 was of the order of Rw19 crores (see Table 11). Almost
all of this inflow was accounted for by the co-operatives

(Tabie 14). The large net outflow (Rs.25 crores) on co-operative
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Toble 14: Net Co-ope~ative Bapk Flows:
agricultygrel households

(8s. Crores)

T

States 1961-62 71-72 77-78
Andhra Pradesh - 6.69 - 8.36 ~34.79
Bihar -~ 0.18 - 8.7 -12.28
Gujarat - 434 ~14.23  +25.00
Haryana - - 6.07 -16.12
Karnataka - 3.02 -13.30 -10.95
Kerala - 0.68 + 3.66 - 0.37
Madhya Pradesh - 2.9 -11.80 -10.00
Maharashtra - 6.26 -81.71 - 2.4
Orissa -'0.56 - 4.36 -11.59
Punjab - 0.63 - £.02 + 3.9
Rajasthan - 0.28 -~ 3.51 -11.92
Tamil N.Ju - 7.1 -22.06 -26.62
Uttar Pradesh - 4.75 -21.,71 -19.67
West Bengal - 0.85 + 0.58 -21.80

Note: The figures are all three year averages around the
year shown. The negative entries show a net inflow
into agricultural households.

Source: Appendix 2
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account in 1977-78 once again sugpests thot the net financial flows
were out of Gujarat's agricultural's houscholds in the late 1970s

and that the outflows were fairly substantizl.

That Punjab and Gujarat should show large and increasing
financial outflows is significant. These are states that have had
high per capita incomes for a long period of time., They have also
e#perienced periods of high growth. However, it will be noted that
Gujarat cxperienced growth rates well over 4 per cent in the 1950s
and 1960s and that the growth rate fell to almecst half (23/3 per cent)
in the 1970s (see Table 9). Gujarat agriculture thus drew resources
as long as it was on a high growth path and with the slackening of
production turned intoc a net supplier of resourcez. The Punjab
ptory is similar. With the slackening of growth, the net rescurce

outflow has,as suggested above, increased.

Another state where a similar process has probably occurred i:
Karnataka. This is also a state which has had 2 relatively high per
capita income and which experienced high growth in the 1950g and
1960s followeq by deceleration in the 1970s (see Table 9). The
annmual gross credit inflow from the co—-operatives in 1977-78 remaized
at 5,18 crores level of 1971-72. On the other hand depogits in co-

operative societies increased, thereby reducing the net annual inflic

Two states which showed the largest net inflow from the
co-operatives in 1977-78 and which have also shown 2 secular increszri

in net inflow are Tamil Nadu and Andhra Pradesh. These incrcaoses
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cannot be explained by chanses in growth conditions. The growth
rate in Andhra Pradesh has fluctuated and did increase marginally
from 2 per cent in the 1960s to 2.3 per cent in the 1970s. This
order of increase does not seem to warrant the large increase in
net credit inflow. In Tamil Nadu, the large increases in credit
inflow have been accompanied by a secular deceleration in growth,
It will be recalled that these are the states with the highest levels
of inequality and showed in 1971=72 a relatively high level of
"informal" lending activity and expenditure on purchase of land.

It scems possible that the agriculturists in these states have used
institutional credit for "informal" activities (as defined 5y us)

rather than for production purrposes.

The annual credit flows into Maharashtra declined overtime as
the overdues tnere mounted. The annual flow into the West Bengal
and Bihar improved, though overdue levels declined only in West Bengal,
However, differences in per hectzre outstanding credit between Maha=

rashtra and the ncrth-eastern states persist as in the =arly 1970s.

(iii) Commercial banks

The brcad obrervations made from the data on co-operatives
are completely corraborated by the commerqial bank fipures. (See
Table 15). The large outflow of financial resources have been from
high income, growth decelerating areas, Gujarat and Punjab. Korna-
taka's transition from a net recepient of rescurces tQ a su;plug
state is alsc seen. Tamil Nadu and /Andhra Pradgsh are once apain

the major net resource recepients. The flow imbalances between the
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Net Commercial SBank Flows:

rural households

{hs. “crores)

States 1C774—75 ~ 1977-7¢
Andhra. Pradesh - 8,43 ;28 84
Assam : 2.z 3.56
Bihar 2.21 2.08
Cujarat 15 .69 AT
Haryane: £:0.534 8.71.
Karhataka' ~11u62 ke 08
Kerala, - 2.57 | é;Té;
Madhya Pradesh - 2.73 - 2.71
Mgharashtra ' - '6.29 - 2,17
Orissa” ~.43 - 7.38
Punjab 20.10 30..86
Rajasthan - 1.76 - 8.70
Tamii ’:vac‘iu -1 46 - .44
Upta¥ Fradesh 11.48 1144
West Bengal 7.90 - 2.40
Note: The figures are all three year averages around

the year shown. The negative entries show a
net inflow into rural households.

'Source: Appendix 2,



43

North=easterm states and latarashtra also appear to be undergoing

correction.

Section 4: Nature and dsterminants of ferm investment

Ais indicated in Sections 1 and 3, rural physical investment
grew only slowly in the 1960s. (The current price estimates for
1961-62 and 1971-72 imply an annual compound growth rate of about
6 per cent). The slow growth of rural physical investment reflected
essentially the siuggishness of the dominant farm investment. On
the other hand, cult;vatgrs' investment in financial instruments
grew rapidly during the 1970s. We suggested, abéve,jthe-finaﬁcial
investment growﬁh reflected continued limits to farm igvestment in
the 1970s. This pmst, of course, remain a hypothesis till firm esti-~
mates on farm investment are aVailable.. However, evidence on.the
nature and determinants of farm invéstment, presented below, .seems

tc corroborate our interpretation.

1) Compositicn of cultivators' physical fixed investment

Table 16 shows the changes in the extent and composition

of physical investment undertzken by éultivatbrs. Several features

shown up by the table are of importanée.

(i) Farm investment

Between 1961-62 and 1971-72 the proportion of cultivation

reporting capital expenditure inm farm business fell from two~thirds



T o i5: Sapita) _of cultivyat.
’ i Proport;‘.o.r,.c;f house-
Lverage per house- liolds T wrrbing exmendf
holds_(h.) ture (
1961-62 1971-72 1961-62 197117
1) Farm business 139.5 (69.8) 205.6 (63.6) 6647 48.6
2) Non-Farm business 6.5 (3.2) 16.8 (5.2) 5.5 6.0
3) Residential plots : ‘
and buildings 48.1 (23.8)  77.1 (23.8) 49.0 34,0
4) Durable household
assets 8.1 (4.0)  23.8 (7.4) 1.6 18.7
Total 202.2 325.3

Note : Figures in brackets give percentages to “totals.

Source ¢ RBIL All India Debt and Investment Survey, 1971=72

to half.. 4t the same Fime the shere of form investment in total invest-
ment also fell, - An'examination,hhowed that decline in the proportion of
cultivators undertaking farm investment has occurred amongst all dlasses
of cultivators. But the decline-gepresents the operaticn of very different
forces on small and large' eultivators. The proportion of large culti-
vators reporting possession of agsets (i.e, physical stock) does not show
a decline._ However, in the case of small qultivators, the proportion

revorting both stocks and flows shows a fall.

The evidence, therefore,  suggests that disinvestment has been- taking

The cemparability of the 1961-62 and 1971-72 surveys is discussed in
Appendix 1.



45

Noce among smzller cultivators. On the other hand, larger culti-
Tators arc buying higher valued equipment ‘which requires less fre-

Snt replacement.

The quir_xquezmial Livestock Censuses suppor® the above inter-
preta | based on RBI's Debt and Investment Surveys. The growth
In the “ber of traditional implements and machinery (wooden plough,
carts, SW.,. ..ne crushers worked by bullocks, etc.) and livestock,
Which smally cultivators principally invest in, has been extremely low:
In some cases ~e 1977 census showsg an absolute fall over 1972.
On the other han, more modern implements (.Lron ploughs, tractors,
pumpsets, sugarcane grughers-worked by power, etc.) have been growing
rapidly. These are pirchaged mainly by ‘Targer cultivators and theae,

mreover, requive less frequent replacement than traditionsl amplesients:

The diainviatment ard the greater intevvals between replacs-
wonl Ladinee +he nmm:ﬁ D U U, [ E I I SR, Mha highet walne of
dern machinery and equipment tends to raisc the annual capital
expenditure. The evidence, as it exists, suggests that the fermer
two effects have had a significant impact on reducing the growth in
the flow of capital expenditure.

of course, thus far we have explored only the proximate
ehanges in the nature and locaticn of capital expenditure. Ultimately,
the growth in physical investment is determined by the dynamics cf
technolegical anrd Inatridntdanad ahengs 39 areicsdde s s Wo Tent §otw

Vieme pacstnrs later in the section., But before decing that it is

1seful to Jaok at the other components of cultivators' capital expendi-

ture .
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(ii) Uther investucnt

Table 16 shows that the provortion of cultivators reporting
investment in non-farm business and durable household assets increasd
between 1961-62 and 1971-72. The share of these components of capitd
expenditure in total expenditure also rose. The rise was particularly

sharp in the case of durable hcusehold goods.

The movement towards non-fzrm investmhent and investment in
durable household goods represents a shift in the asset preference of
larger cultivators, who wndertake the bulk of these investments., I
appears to signify limits to returrs from farm investment. These
limits apparently are encouraging investment in non-agricultural
activities. That this shift i: taking place pa.r'biéularly among large
farmers may be seen from Table 17. In most states, it is the largest
agricultural income size proup that has significant fixed investuent
per household in non-zericulfur-l huziness, The aistribution of non-
farm activity is mcre evenly spread only in Punjab and Haryana. This
is significant, in as much as the shift to non-farm Investment seems

most pronounced in states that have been most dynamic zgriculturally.

The decline in proportion of nouseholds reporting invest-
ment in residential buildings and plots once again signifies a dis-

investment process among small cultivators, as in the case of farm
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Table 17: Value of fixea asgets per households in non-agricultural enterprises
" :

Size of sgricultural income (Re,) .

e et s oy o e T i . S o S = e . —— A T T i B e e o e e S n et = T = . = e o - o - — = A —— o —

lio income  below 600 600-999 1000-19%9 2000-3999 400 & ~ income

above regggded ALl size
: 2 3 L s 6 7 8 9

toinra Pradesh 514.59  542.19  650.95  1030.65  1994.88  3424.40 610,00 679.37
Assam - 923.65  81¢.81 870.41 1305.06 1323.86 2737.24  1154.0C 1161.56
{ujarat 1869.62 932.37 N6 .27 1527 .40 3812.69  15299.44 - RH14 .25
Haryana 1306,04  1447.30 2196.46  2217.91 3078.94 2555.07  2700.00 1515.31
Karnataka 92,65  959.21 1317.78  1436.80  2302.56  5382.02 - 1292.66
Kerala 1044, 24 456.20 750.34 1212.21 1490.81 7526.58 - 945,45
Madhya Pradesh 620.62  439.51 662.68 614.59 834.28  3113.91  700.00 736.97
Maharashtra 992.59.  768.98 920.66 1529.22  2445.23 4469.64  1038.50 1313,01

Punjab 1372.55  R470.91 2267.02 2781.19 2986.45 612420 - 1864..24




Table 17 (Cont.)

48

1 2 3 4 5 6 7 8 9
Tamil Nadu 648.03  599.47  929.55  1677.45  178T.57  6062.97  189.50  €52.90
Uttar Pradesh 112647 613.99 T13.40 1236.82 2272.30 3581.62 427.21  1142.29
West Bengal 554.23 405,24 745 .62 646.19 1461.76 2682.79 542.00 737 .62
Bihar 411,69 446, L5 518.27  718.83  1034.29  3501.00  547.38  714.43
T"imachal Pradesh 18%0.03 1567.87 20z2.8/ 161€.33 2273.16 4552 .24, 2077 .10
Jammu & Kashmir 1666.69  1395.12  14£2.83  1447.00  1511.59  3069.55 363.16  1733.50
Crissa 337.37 369.78 76.10  49°.14 643.18  1625.43 426.79
Rajasthan 1438.27 834.01 12£9.77  1504.74  1883.91  4473.23 524.00 1414.39

- —

Source: Sarvekshana, April and July 1978.
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"

investment.

2) The deterwinants of farm investment

Kuznets (1957, p xi) and Tostlebe (1957, pi13, 14) have
pointed out that imerican farm investment has in the past been deter-
ﬁin@d primarily by technological changes and institutioral condi-~
tions rather than merely by a favourable movement of relative price.
Though such an examination has not been undertaken for Indiz, the.
YLack of regponse of aggregate production to a shift in terms‘of.
trade in favour of agriculture indicates even in the Indian case
investrment eannot be stepped up only by manipuiating prices (see

Thamrajakshi, 1977, pp 361-384).

In the context of Indien agriculture, production technology
is determined mrincinally by the availability snd "quality" of
water. The suppl& of increas(’ guantities of wec“er throughkirri-,
gation makes possible a shift in cropping vattern,_usual}y to higher
valued crops. The "quality" of water, or the derree of control that
can be exercised over water use, determines the efficient adoption
of moderﬁ high yielding seed varieties as well as the efficient
use of chemical fertilize;sf is Raj has pointed out: "The percent-

age area of the.land that can be provided with assured supplies of

* Our analysis above shows that the study-of changes in ineguality
should not be confined -only to studying changes in gini coeffici-

 sombs of consumption expenditure and asset holdings. Investment
and disinvestment may not make an impression on consumption and
asset stacks- in awxshort space of time, but represent underlying
forees which will determine future income streams. For further
limitations of conventional inequality measures, see Kurien.
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water therefore imposes a limt to the rates of growth that can be

realised by technological change" (Raj, 1970, p.122).

Alnost by definition, investment is likely to increase most

in areas of rapid technologicel change. In the Indian case, we have
just argued that irrigation determines the technology. As the
proportion of area irrigated increases, private invegtment is likely
to increase for several reasons. Of course, irrigation itself would,
if privately provided, demand investment expenditure from agricult-
ural households. In addition, Cﬁybping pattern changes and techno-
logical changes in crop production are likely to demand invesgment

in land preparation, agricultural implenents and machinery.

Moreover, areas of rapid technological changes, i.e. areas
with increasing irrigation, also experience rapid growth in income
(see;R@j, 1970, 5.121). Thus we may expect relatively rapid growth
of investment in areas with expanding irrigation facilities, as both
the demand and supply conditions are fevourable to growth of invest-
ment.

We tested the above propositions with the Debt and Investment

Survey data. The Surveys provide data on fixed capital formation

*
(FF) by cultivators in farm business. Fixed capital formation per

Fixed capital formation used here is to be distinguished fron
gross capital expenditure used above for estimating savings.
Fixed capital formation dces not include expenditure on repairs
and maintainance and on livestock and land purchases.
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gross cropped area (IF/AL) was ccuaputed for 1961-62 and 1971-72.
An effort was then made to explain the growth in FF/A, (FF/A grewtn
was measured as the ratio of the volue of the variable in 1971-72

to its value in 1961-62 and denoted by (FF/i)!).

Ig the repression analysis, three independent variobles were
tried, 6ne, as discussed above, was the change in the proportion
of area irrigated (f\ IRP): this represented =z vroxy for the techno-
logical change taking place. Second, to capbure the effects of ty~«
of itrrigation being introduced, the change in the proportion of
area irrigated by wells Q}\J) was considered: well irrigation invelves,
in general, greater private irvestment than canal and tank irrisoticn
and is associated, moreover, with élmore intenéive ugse of inputs.
Third, an attempt was made to capture the eifect of institutional
factors on private investiment. The variable used was o measure of

inequality in asset distribution. Tks expectation her: was thet

ceteris peribus higher ineguality shcould promote greater investumont,
The regression results, howevexr, showed the opposite, thcugh the

“ vyarizble was not statistically significant. The result reflected
the fact that states with relatively low inequality, such as Punjab,
Haryana and Gujarat increased invesitment relatively rapidly, wherces

in high inequality states, such as Tamil Nadu and éndhra Pradesh,

investment srowih was sluggish.

In the result finally presented, we have considered only .\ IRD

and /\NY. The results are given in Table 18. Our hypothesis is borne
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out quite strikingly. The 32 is very high, which implies that the
independent vuriables explain the bulk of the variations in the inde-
pendent variable, i.e. (FF/i)'. The co-efficients of the individual

variables are also highly significont.

About a guarter of the fixed capitul formation expenditure
goes directly into providing irrigstion. It is unlikely therefore
that this expenditure would deminste totul expenditure to a degree
that would make the nbove regressinns tend towards tautology. Even
so, to take care of the possibility, expenditure on irrigation was
removed from totzl exnenditure, and the resultant variable (FN/A)!
was regressed once moren on/N IRP and DN W.* This regression (shown

in Table 18) also gave very good results.

Change in technology, as represented by the extent and compo-
sition »f irrigation, dc, tﬁerufore, have an important impact on the
growth of both zggregnte and non-irrigation .irvestment.

It may be noted here that irrigation appears to be a specially

good proxy for technclogy in Punjab and Haryanz. When these states are

dropped from the analysis, the explanatory power of the nmodel falls

The expenditure deleted was direct expenditure on "wellsg" and
"other irrigation works". This probably does not include expendi-
ture on pumpsets, which perhaps gets covered under "agricultural
implements and machinery". No breakdown for the latter was,
however, readily available,
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TABLE 18: DETERMINANTS OF FARM INVESTMENT

1) M1 States  a) (FF/A) = 1.01 + 0.067A IRF + 0.212A W
Standard error (0.118) (0.041 )*
T- Value (0.569) (5.184)
R = 0.865 H~ =0.85
b) (FTE'/A)" = 0.8 + 0.535 & IRP
Standard error (0.131 )y
T- Value (4.09C)
R = 0.562
o) llii:;hout a) (FF/A) = 1.65 + 0.186 A TRP - 0.959 b W
iab and
Hargr:na Standard error (0.058)y (c.051)
' T- Value (2.169) (1.893)
z -
R = 0..78 R = 0.43L
1
b) (FF/L) = 1.49 + 0.123 A IRP
Standard error (0.053),
T- Value (2.309)"
2
B = 0.308
3) States  a) (FN/AY = 1.32. + 0.148 A IRP  + 0.028 A W
Standard error (0.072) (0.025)
T- Value - (2.053) (1.137)
-2
PP - n.él7r R = 0.620
b) (FN/A) = 1.31 + 0.210 A IRP
Standard error (O'.Ol+'7g*
T- Value (4.503
B - 0.609
t Without a)(FN/A) = 1.54 +0.187 AIRP - 0.075 AW
gun.lab and Standard error (0.069) '(.o.oéo;
aryana T_ Value . (2.7v7) (1.247
\ (/. R = 0.43; ';t‘RP = 0.356
b) (FN/A) = l.gr o+ 00 A
Standard error (0.058)*
T- Value (2.383)
¥ - 0.321
Note: TF : fixed capital formation
FH : FF - expenditure on irrigstion
A t total cropped area
A 1K ¢ change in proportion of area irrigated
AW ¢ -change in proportion of area
l irrigated by wells.
(FF/8) = (FE/R)1971-72 = (FF/A) 1961-62

Significant at 1 cr 5 per cent level,



(see Table 18). However, the estimated equations indicate
that irrigation growth has had a strong influence on physical invest-

ment growth even in other states.

If irrigation determines the technology of agricultural
production, the further question that arises is: what determines
irrigation? Irrigation development may be undertaken by the govern-
ment or it may be undertaken privately. In either case growth in
irrigated area will be constrained by environmental factors, i.e.
climgtic and geo-structural factors. Private investment will be
further constrainedrby the level of infrastructure, rural electri-
fication for example. In addition, private investment in irrigation
will be influenced by the state of knowledge in crup production,
which, in turn, determines the expected retﬁrns from invegtnent.
Thus the availability of high yielding varieties, not associated with

unusually high riské, may induce invegiment in irrigetion.

To the farmer, therefore, technology is exogenously given by
the environment, the infrastructure and the stzte of knowledge. Ti-=u
then represent the basic factors determining investment and production
growth in agriculture. The environmental factors are, in particulaxr
a major constraining factor. Y"In a country like India that has had
a long ftradition of irrigation,. and where past invegtments have alxrcodr
exploited a large part of the more easily available water resources,
nct only is the scope for further extension more limited than in sone
other countries, but.is likely to be much more costly" (Haj, 1970,

p.122).
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sefore clesing this section, one possible link (suggested
above) between physical and finencial iﬂ?estment may be noted.
The slowing down of irrigation growth during the 1970s in Punjab,
Gujarat and Xarnatake has been accompanied by increased investment
in financial assets by the agricultural households of these states
(see Tatle 19). On the other hand, continued irrigation develop—
ment in Haryana and Uttsr Pradesh has been accompanied by a net

drawing in of financial resources into these states (see Table 19).

Summary and implications

In this paper we tried to explore some dimensions of rural
savings andlinvestment behaviour. Here we first summarise our
findings. In doing so, we try particularly to link the findings at
the different stages of the analysis. On the basis of the under;
standing ﬁhus acquired, we examine the consistency of the relevant

Sixth Plan taxrgets.

The mejor points emerging from the paper are:

1) Apgregzte gavings

The rural savings rate has shown no perceptible secular
tendency to rise during the last two decades. The rate has remained
in the region of about 8-9 per cent., Within the rural households,
agricultural households have had a slightly higher savings rate than

non-agricultural households. Neither category of households shows a
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Table 19: Irrigation growth and not financial flows

Net inflow to Co-operatives  CGross Co-operative Credit

St Net irrigated area (OOO ha.) fron famn households : flow to farm househdlds
vaves (Rs. érores) (R, crores)
1961-62  1965-66  1971-72 1976-77 1961-62 1971-72 1977-78 1%H1-62  1971-72 1977-78
T njab 2263 2954 3194 4.2+ 3.99 13.18 7.00
Guijarat 741 1641 14007 1233 ~4.34  -14.23  +25.00 7.63 31.53 Negligi-
_ ; ble
K:bnataka 09 975 1598 1215 ~3.02  -13.30 -10.95 442 17.91  18.32
He~yana 1167 1565 1798 - 6.07 -16.12 g.,02 22.81
Ut*ar Pradosh 4803 5874, 6989 4260 475 -21.71 -19.67 6.41 32.54  48.70

Weoes Co-operative fleows are 3 year averages around the year shown.

Statistical Abstrats InG

Soirces: 1) India,

2) Lppendix 2,
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.. . / . * .
ricinz savings vrate (sec ;wevinr 1)= Ths cazpacity of rurel
households to save has clearly been limit d. The economy wide
savings rate has been significantly higher than the rural rate

and has also been growing.

There are probably good reascns for o non-growing rural savings.
But the significent feature emerging from our analysis, on which
greater reliance can be placed, is the changing composition of
rural savings. However, before examining the composition, it is

useful to look at the factors influencing aggregate savings.

The relatively steady rural savings rate is consistent with
an almost staticnary rural per capita real income (Section 1). Our
cross—section analysis showe. that acceleration in production is
accompanied by rising savings rates (Section 3). At the all-India
level, there nas been no woceleraticn in production during the last
two .ecades. Indeed, thers robroWly has been : >me deceleration in
the 1970s. TH@ relatively stable savings rate is once again conais-

tent with the lack of acceleration in agricultural production.,

It may, of ccurse, be argued that though per capita income

has not risen, distribution, as bebween farmers has very prcbably

*

The savinge rates discussed here wr2 “gross" rates, i.e. no attempt
has been made to account for depreciation. As such, they are
probably not very different from the "net™ rates obtained by
Krishna and Rayachaudhuri (1982).° However, the metheds used for
estimsting savings here zre quite different. For limitdtions of
the Krishna and Rayachaudhuri exercise see Mody et al 1982,



worsened (on account of selective access of large farmers to modern
production technology and associated supportive services), and that
should give a boost to the savings rate. There probably is ome

basis to this argument. It is possible that.our estimates do not
adequately capture the new forms of investment being undertaken by
rural households. There are, however, two points fo be observed here,
One is that the worsening distribution has also meant disinvestment

byiamall farmers (Section 4).

Second, as suggested by our cross-gection analysis (Section 3)
there appear to have been limits to investment in formal financial
assets (i.e. assets of regulated financial institutions) and also %o
imvestment in physical assets on the farm. Of course, the difference
between limits to savings capacity and limits to investment oppor-
tunity is probebly a élose one, In the second half of the 196@s,
after the oalamitous mid—i960s, investment accompanying irrigation
growth could not be financed by the internnl resources of agriculdural
households. In the 1§70s, constraints on investrent in financial
assets have reduced, but constraints on physical investment (parti-
cularly in some regions that were specially dynamic in the 19605)
have. increased. To understand the constraints on growth of physical
farm investment, and the interplay between physical investment and

financial flowé, we looked into the matter o little more closely.

2) Physical farm investment

Physical investment is closely related to changes in technolony.



In the Indian sitﬁation, we argped, irrigatiom growth is a good
proxy for technical change. Statigticgl, sposa=ccetion, analyeis
did indeed show that fixed investment growth was related to growth
in irrigation and to the changes in the nature cf irrigation (incre-—
ases in proportion of zrea irrigated by wells) (Section 4). ifter
significant increase in irrigated, particulavrly well irrigated arc:,
during the 1960s, there has been a slowdown in the 1970s.* Even in
the 1960s, the investment growth (according to our data) was slwggish.
The slowdown . in irrigation growth in the 1970s has contributed tc
coptinued sluggishness in férm investment growth. The slowdown hac
heen particulariy sharp in Punjaby, Guisrsd, and; Xemataeka,

states that had experienced w»apid irrigetion expension in 1360s
(Section 4). (4s, however, has been noted in section 4, the slowly
growing capitsl formation has embodied significant technological

chenge, particularly modern machinery and equipment).

With constraints operating on fixed farm investment, there
has been an increasing tendency to shift to invesitment in farm work-
ing capital; non-farm business, durable household assets and form-1

financial assets (Section 2 and 4).

The rate of growth in net irrigated area in the 1960s was abuvii
2% per cent per amum. This rate has fallen to about 2 per centh.
The £211 in the rate of growth in "well" irrigation has been fr..
6 per cent to 4 per cent.
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3) Foroel (external) financirl il.ws

The rural sector was~a nét recepient of finsncinl resources from
other sectors in the 1960s particularly in the second half of that
decade. The resource inflow was meinly into agricultural householas,
as non=-agricultural rural households were, and have continued to be,
net lenders of financial resources. Ih the 1970z, there has been a
sharp change in the case of agricultural households. From net recepi-
entg, these households have turned into net lenders, and the eitent
of net lending has grown over the 1976s. Net financisl savings (i.e.
net 1ending) of agricultural households have increased as a proportion
of physical assets formation by agricultural households and as a
proportion of net financial savi1gs of the "houselold" section as a

whole (Section 2).

The large inflow of resources during the second half of tne
1960s was mainly through tix co- - ootives. Co-operative credit
increase during that period took principall; the form of medium and
long term loans rather than short term lcans, and clearly supporied
the renewal of agricultural growth, Based‘on expansion of irrigation,

particularly in Punjab, Haryanaz, Uttar Pradesh and Karnataka.

An inter state analysis alsc shows that the net drawing in
of. financial resources from outside the sector increases during
phases of irrigation investment based growth and, conversely, nect
financial savings increase as irrigation expansion and growth slow

down (Section 4) .
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‘In the 1970s, the co-operatives convinued to be net contri-
butors of financial resources to the agricultursl sector. But the
extent of annual net inflow did not increase and probably even was
‘on a declining trend (Sestion 2). Our analysis would suggest that
this was related to the slow dewn in irrigation investment in the

1970s. (The slowdown of net inflow into Maharashtra, a major

drawer of regources, was probably related to mounting overdues in
that state). Of course, gross credit from commercial banks increased
rapidly during the 1970s. But deposits in commercial banks increased
equally rapidly such that commercial banks continued to be, as in

ths 19605, net recepients of résourées from agricultural households.*
At the rame time, financiall scvings in ourrency, life insurance
premia and provident fund continued to increaée; contributing to

the increasing net cutflew from agriculture (Section 2).

Tae difference betwzor £ 1260z azund 1970s outlined above may,
therefore, be surmarised as follows: Privae ph&siéal investment has
grown slowly right through; however, given the limited savings capa~
city in the late 1960s, even the limited growth required external
resources; in the 1970s, with the growth of incones of,larée culti-

vators, and the probable deceleration in physical investment, net

*

The more recently constituted Regional Rural Banks have been net
lenders to agricultural households in the late 1970s. Hcwever
the amounts involved are yet relatively small.
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financial resources have been flowing out of agriculture.

This is one part of the story. The other major influence on
formal financial savings has been the physical spread of formal

financial institutiors. This may now be considered.

4) PFormal" and "informal" sovings

We have defined "informal" savings as those relating to
transactions within the rural sector and which, therefore, do not
show up as net savings of the sector. We considered internzl lending
and borrowing and internal sale and purchase of land. Gress informal
savings as a proportion of gross formal financial savings have

decelined over time (Section 2).

The cross section analysis (Section 3) suggested that rising
per capita income is generally accompanisd by a relative decline in
informal savings. At the all-India level we find, however, a decline
in informal savings despite no perceptible increase in real per
capita ipcome. It appears, therefore, that the increasing presence
of formal financial institutions in rural areas has resulted in th:
drawing away of savings from informal chamnels to the formal insti-
tutions. (One wonders whether this has meant disinvestment in physieal

assets by small farmers.)

& strategy for resource mobilisation from agriculture, «ould,
however, have to be cautions in extrapolating from past trends inc fhis
regard, The further s?ift away from informal sawings channels wouid

depend not just on continued increases in the physical presence
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ferm.l financial institutions in rural arszg, buc also on the
nature of growth. Our cross scction amsl;=is shows that high
levels of inequality, as in Tamil Nadu zad fndhra Fradesh, are
associated with continued high levels of informal savings (section

3).

5) Sixth Plen and the future

The Sixth Plan targets of relevarce to us are those related
to irrigation, bhousehold financial saving and agricultural credit.
Cur analysis above suggests some importam links between these
variables. The Plan document itself does nct discuss these links
and, i1 fact, dces not even go into the question of rural house-
holds' financial savings. In our ciscussioa helow on the congis-
tency of the Plan targets, we do not thercfore attempt any precise
quantitative assessment and conf ine ourselves to qualitative judge-
ments.

The savings capacity of agricultur:: households. is yet
limited. Our analysis suggests that any effort at a signifiCant
technological upgradation of Indian agriculture through large
increases in irrigated area (and through invgstment.in drainage ahd
flood oontrol) is likely to require significant financial resource
inflow into agriculture. Irrigation developmept in the 1960s had
required a net resource inflow info agriculture, and it is only
with the slowdown in irrigation growth, particularly in some
important states, that the net financiyl savings of agricultural

households have become pesitive and significent. The only state
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that has been able to maintain hign investment and growth without
a net draft of external rescurces has been Punjab. Though even in
Punjab, net financisl outflow has increased as irrigation growth

has slowed down.

The large planned increase of net "household" finencieal
savings during 1980-85 will prob:bly not be achieved if a serious
attempt at achieving irrigation targets is made. According to the
Plan, 2% millicn hectares of net irrigation potential and utili-
zation are to be created each year. This is a target more than 4
times the realised annual increases during the last twe decades.

If irrigation of this crder is created, the rescurces required for
private investment in agriculture will almost cervainly be extremely
large. Considerabl. credit will have to b¢ pumped into agriculture
and the agricultural sector willm in all probability, turn from a
net lender of resources t. th: 1.0t 5L the economy to a net borrow-
er. Thus there clearly is an incoumpatibiliiy between the irrigation

targets and the "household" net financial savings targets.

0f course, this incompatibility will be reduced to the extent
that the increased irrigation generates larger incomes., This will
depend very ruch on the relationship between investment, income and

population.

The incompgatibility will also be reduced if the credit
structure is rationalised. The high level of overdues have been
attributed to wasteful use and wilful default. Our own analysis

suggests that the regional distributicn of credit has, in some
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in some instances, not bveen related to credit requirements (Section -
3). Our analysis also indicates thot credit taken by large farmers
in high inequality creas prdbably finsnces dissagving of poorer
than *

households rather fproduction increases. Sowe analysis have, in
addition, argued that credit only displaceg private savings
(4dams 1978, Bhalla 1979).

To what extent the above parameters can be changed, it is
difficult to Judge. £As of now, we can ocnly assess the prospects
on the basis of past performance, which does show z link between
investnent and growth on the one hand, and credit on the other.
Credit, of course, mainly facilitates. The ultimate constraints
lie in environmental, infrastrictural and technological factors.
The targets that will probably nct be met ~re the irrigation targets.
Toe that extent, & coutinued outflow of financial resources from

agricl ' ture may be expected.

Though whether one views this as socially illegeimate use of
credit is debatable.



Appendix 1 ¢ Hural physical investment

The Central Statistical Organisation (CSO) prepares estimates
of private capital formation in agriculture. Essentially these esti-

mates are baged on RBI's Debt and Investment Survey of 1961-62, The

estimates prepared fer 1961-62 on the basis of the Survey results
are "carried forward" using a combination of indicators (iopulation,

gross sown area etc.).

Since 1961-62, the survey results of 1971-72 have also become
available. The CSO dces not appear to have incorporated the 1971=72

findings in its estimates of private capital formation in agriculture.

Two choices, therefore, exist. The CSO series could be used.
On the other hand, the RBI has stressed that the 1961-62 and 1971-72
egtimates are completely comparable (on this we have more to say below).
As such, an implicit growth rate between 1961-62 and 1971-72 could.be
worked cut and this rate could be used to devive estimates for the other
years.

# geries based on a single point estimate and moved forward
by indicators (as the Cs0 series) has limitea analytical use. The
relationships of interest are already built into the series (see Rudra,

1963, Dpp.1273=4).

The procedure we have therefore adopted is the second one
outlined above. The only justification for this procedure is that
it uses more of the direct available evidence on rural and agricultural

capital formatien.

Of course, this is not to deny the risk in estimating a trend
from just two time points of available information. Thus, to ensure

some degree of firmness, the comparability of the two estimates must be
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established. uccording tu the nsl, “since Lotk the surveys were
planned with an eye on comparability," the concepts and definitions
of capital expenditure in the two surveys are the same (sece RBI,
1978, p.122). The only possible source viﬁiating comparzbility

could be the sample designs of the two surveys.

In essence, the 1961-62 survey covered a smaller nunber
of villages than the 1971-72 survey. But within each village the
1961-62 survey canvassed a larger number of households. In the
1961-62 survey the households were not stratified before sampling,
but in the 1971-72 survey, since the sample households were fewer
in number, the households were stratified tc reduce estimation bias,
pafticularly the under estimation through under representation of

the richer househclds.

The coverage of 2 lo:=er number of villages in 1971-72
was mainly to provide estimates for agro-climatic regions within g
state and not because the number of villages ccvered in the 1961~
62 survey were ccnsidered inadequate for arriving at state estimates.

The implications of the household sampling need to be
examined particularly with a view to understanding whether the 1971~
72 design could lead to an underestimation of capital expenditure.
This is because the 1971-72 estimgte implies a low grcwth rate of
capital formation during the 196@s, leading infact to a declining
" invesgtment rate. 4s outlined above, the 1971~T72 sample size was
smaller but this deficiency was scught to be made up by stratifying

the households. It appears unlikely that the 1971-72 estimate could



be an under estimate, since si¥ratification ensured adequate
representation of the richer households that undertske the bulk

of the investment.

4 further objecticn to comparing just two years could be
that the fondi*sions preveiling in the two years were very different.
The best weasure for the prevailing esonditions seems to be the
magnitude of agrigultural prodgction. Ag indicated in the accompany-
ing table, 1961—62 and {971-7é.wefe very similarly in this regard.
Both were years of high pfoduction after a significant rise in

the earlier years. Both were followed by signifiéant declines in

produetion.

Index nuabers of agricultural pioduction

Crop yeer ending Triennium ending

1950 = U0 1961=62 = 100
1959-60 1390 1969-~70 123
196(~61 142 1970-T1 131
1961-62 145 1971=72 130
1962-63 138 1972-73 119

Source: India, Econcinic Survey, various issues

Finally, the coverage of our estimate of gross physical

investment should be noted. The Debt and Investment Surveys

report an estimate cf gross capital expenditure. From this esti-
mate, the expenditure on purchase of land and land rights was
deducted on the assumption that the bulk of the land transactions

were between 1rural hcouseholds, (Expenditure on purchase of land



does not represent inves¥ment for the sector as a whole as long
as the transaction is between rural households). The estimate

thus derived was used as the measure of gross physical invéstﬁent.

It should be noted that our estimate includes$ expenditure
on purchase of livestock. Clearl&, this would lead 1o an over
estimation of physical investment since some part of the purchase
of livestock represents only a transfer of assets. % However,

at least a part of this overestimation would tend to balance the
. o

under estimation due to non-inolusion of ipwestment in inventorias

snd the omission-of purchase of land from the urban sec¥or.

The gross expenditure includes expenditure on repairs
and maintainance. It has not clear how much of .this represonted
replacement of depreciated capital stock and how much was basi-
cally current expenditure for upkeep and maintainance, if such

a distinction can at all be made.



Appendix'2 : Rural financigl savings

The financial flows have been estimated instrument-wise,
The gross investment in financial assets--and total credit taken
)
were first derived. The difference gives the net financial savings

of the households and represents the net outflow of resources on

private capital account,

The lists of financial instruments in which rural households
invest and the agencies from which they take credit are principally

based on'RBI's A1l India Debt and Investment Survey 1971-72.. 4n

attempt has also been made to estimate rural savings in the form
of currency, an insfrumgnt not covered by the AIDIS. The estiﬁation
details of the various financial ‘instruments are given in this

appendix,

The financial flows have been estimated separately for the
rural ané“agricultgral'sectors. This has been done at the all-India -
level and algo state-wise., The sequence of estimation was aiI—India,
rurals all-India, agricultural; and statewlise rural and agricultural.

The organisation of this appendix follows this sequence.

A, 431-India, rural (Appendix Table I).

A,1 Financial agsets

1) Currency

Household surveya have been unable to estimate -



savings in the form of currerncy on account of an extreme reluctance
to disclose currency holdings. HSwever, «ccording to one NCAER
report, rural savings in the form of currency form one-third of
such savings for the entire household sector (See NCAER, 1965, p.&ﬂ§
‘We have used this ratio for the entire period. Currency savings
for the entire household sector have been taken from RBI's Heportsg

on Currency and Finance.

2) Life insurance premium

The annual reports of the Life Insurance Corporation give
a break-up of the rural and urban new business. The new business
refers to the sum of new assurances. The share of rural business
in the total was around 30% in the 1960s and 25% in thes 1970s.
These proportions have been apﬁlied to éggregate household savings
in 1life insurance premia, as reported in the RBI's Reports on

Currency and Finance,

3) Provident Fund contributions, Units etc.

Savihgs in the' form of provident fund contributions, units,
annuity deposits and deposits in non banking companies were esti-
mated as follows: the ratic of financial assets in these forus
to financial assets in the form of life insurance was obtained from
the AIDIS, 1971-72. The ratic worked out to 1.90. The ratio
was applied to life insurance premia, derived as indicated above,
to obtain a series for provident fund etc. It may be noted that

the series of procident fund, units etc. comprises almost entirely



of provident fwnd contribution, savings i: the other forms being

extremely small,

4) Smzll savings and "others"

RBI's Currency and Finance reports give the outstanding

postal deposits (savings, recurring and time). The rural postal
deposits for 1962 and 1971 were obtained from the A'JI)IS.-\I The ratio
of rural postal deposits ﬁo,aggregate worked out to lit£‘e less
than 10 per cent for both years. A4 ratio of 10 per centawas applied
to the series of total postal deposits to obtain the ruré} postal

deposits.

To this derived series a further component was added. The
ratio of the sum of 21l other small savings besides postal deposits
and "other" financial savings to postal deposits was obtained from
the AIDISZ.: The ratio worked cul o about 2.5 in 1962 and 0.75 in
1971 The ratios for betwéon 1962 and 1971 were obtained by inter-

polating and 0.75 was used for the period thereafter.,

These manipulaticns gave the stock estimaté%. The flows
for each year were derived by subtracting the stock of year t = 1

from the stock of year t.

5) Comiiercial bank deposits

Rural bark depogits outstanding in June 1973 and after were

obtained from RBI's Basic Statistical Reburng (BSR). For the

earlier years, the average growth rate of outstanding deposits



between 1973 and 1980 (20 per cent per annum) was assumed znd a
series of outstanding rural deposits between 1961 and 1973 was
generated. From these outstandings, the flows were derived as

indicated above,

It should be noted that the BSRs define rural areas as centres
with population of 10,000 or less. The conventional census classi=

fication, and one followed by the Debt and Investment Surveys also,

1s based on multiple criteria of size, density and occupational
distribution, as discugsed in the main text. This classification
difference causes problems of comparability to which there is no

ready solution.

6) Co-operatiye ghares and deposits

The invegtment of rural households in the shares and deposits
of co-operative credit societies and primexry marketing societies
was estimated. The credit societies included weret Primary Agri-
cultural Societies (PACS), Central Co~operative Banks (CCBS),
Primary and Central Land Development Banks. The outstanding paid-~
wp capital znd deposits held by individuals or "growers" were
obtained from RBI's Stetistical Tables Relatins to the Co-overative

movement in Indld. These were taken to be financial assets held by

rural households. The flows were derived from the outstandings.

7) Informal !or internal) financial activity

The fin=ncial assets considered above relate to formal
financial institutions. All other financial assets/liabilities

creation is here described as informal financial activity. It is



assumed that such financial activity represents- lending within -the
rural sector, i.e. whereas_acquisition-of  the _formal instruments
described above leads to a resource outflow from the rural sector,

informal lending leads to no net flow.

Acquisitidn of infoxmal financial assets is normally grossly
under reported in sample surveys. However, the debt to informal
credit agencies is probably reported more accurately. Correspond-
ing to this debt there must be financial assets. The procedure
we have therefore followed is to take the debt reported by rural

households to informal credit agencies (in the RBI's Debt and

Investment Surveys) as a measure of informal sector financial
assets. The credit agencies considered were: landlords, agri-
sultural and professional moneylenders, traders, relatives and
friends and "others". The debt of rural households cutstanding to
these agencies in 1961 and 1971 was obtained from the Debt and

Investment Surveys. Assuming a constant compound growth rate, a

series of loans outstandings was generated. From this series, the

flows were obtained.

The asset flows describ¥ed above are given in cclumns (2) o

(11) of Appendix Table I.

4.2 Financial Liabilities

1) Commercial bank credit

RBI's BSRs give details on rural credit outstanding from 1%73.

Rural credit is here defined as credit issued by rurzl branches and
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not as credit tc rural householas.  Lhis distinction-is however
important. In 1979 and 1980 almost 60 per cent of égricultyggl
direct finance to cultivators was from non-rural branches. Since
such finance accrues ultisately to rural househclds, a measure of
financial flows in the rural sector muét take cognizance of it.
Hence, to the cutstandings of rural credit as reported by the

BSR, we added 5%% of direct agricultural finance (also reported
by the BSRS) to obtain estimates of total rural outstanding credit

for the years 1973 to 1980.%

The estimates of outstandings so cbtained were projected
backwards using the growth rate between 1973 aud 1980 (33 ver cent
per annum). The flows were derived from the outstandings so esti-

nated.

2) Co—operative Credit

As in the case of shares ana deposits of individuals in co="
operative institutions, the credit to individuals from co-operative
credit societ;es and primary marketing societies was considered.
The list of s%cieties included and the source were the same as those
for shares andIerosits (seec above h.1.6). The outstandings were

obtained znd the flows derived.

For the same reasons, rural deposits are also underestimates.
No adjustment has been made for this and hence it has to be
borne in mind when interpreting the estimates.
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3) Government Credit

Government credit flows to agriculture were obtained from

RBI's Currency and Finance Reports and the report of the All-India

Rural Credit Review Cormittee, RBI, 1969, For some years, the

date was not available and the figures were filled in by the linear

interpolation.

The credit flows into the rural sector and the net financial

saving of the rural sector are show in Lippendix Table I, eslumns(12)
to (15).

B. All-India agricultural (Appendix Table II).

Agricultural households are a subset of rural households
and can be either cultivators or agricultural labourers. Culti-

vators are defined by the RBI Debt and Investment Surveys as those

operating more than 0.005 hectare. Only eultivators are considered
in the following estimation since the figcncial assets and liabili-
ties of agricultural labourers are negligible. The procedure used

essentiallywas to apportion financial assets to agricultural house-

holds.on the basis of Debt and Invegtment Surveys indicatora. The

liabilities wexre dindependently dérived.

B,1 Financizl assgets

1) Currency and Commercial bank deposits

The RBI Debt and Investment Surveys show that .- cultivator

households held 5&% of the-commercial bank deposits held by all

rural households in 1961, The corresponding percentage in 1971 was
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77. These percentages have been applied to savings in the form of
currency and commercial bank deposits of rural househelds during
1961-€2 and 1971-72, estimated as discussed in section 4 above (see
Appendix Table 1, columns (2) and (8)). For the years between 1961~
61 and 1971-72 linear interpolation was used to generate multiplyin:

factors and after 1971-72 a constant 77 per cent was used.

2) Provident fund contributions and life insursnce premia.

The Debt and Investment Surveys included these assets in the

sehedules only in 1971~72. The share of agricultural households in
life insurance and provident funds held by all rural households was
61.2 and 48.2 per cent respectively. These proportions were applied
to the preovident fund and life insuraznce premia series estimated for
2 11 rural houscholds (see section 4 above and Appendix Table 1,

columns (3) and (4) ).

3) Smell sevings znd "others®

Since the bulk of small savings and "others" comprises of
post-office deposits, the ratio of post—cffice deposits held by
cultivators to those held by all rural households was used. The
ratio worked out to about 73.7 per cent in beth 1961 and 1971 and

s0 was applied uniformally.

The financial savings of agriculturists described above are

*
given in ioppendix Table II, columms (1) to (7).

No gttempt was made to separately estimate informal financial
assets of agricultural households.
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B.2 Financial liabilitieg

Commercial bank outstandings of direct finance to culti-
vators is available from the BSHs for the periocd after 1973. The
growth rate of these outstandings between 1973 and:1980 (37 per cent
per annum) was used to project backwards these outstandings, from
which the flows were derived.

Co—opérative c:editito the agricultural sector was taken
to be the same as to the rural sector for which the estimation
procedure was descriﬁed above in section A.2.2. The co-operative
credit estimated as in section A.2.2 goes almost entirely to agri-
culturists. L small fraction of primary agricultural socieites'
loans does go for non-agricultural purpcses, but even this probably

goes to Cuitivators.

Governuent finance 1o agridulture is from RBI's Currency
and Finance Reports and is the same series as used above for the
rural sector.

The credit flows to agriculture are shown in Appendix

Table II, Columns (8) to (11).

C. State-wise-rural (Appendix Table IV)

The statewise financial assets and liabilities flows in
1971-72 were estimated essentially by apportioning the relevant
all-India flow to the states according to their share in the finan-

cial asset or liability on June 30,-1971-as,giVen by the Debt and

Investﬁent Survey. For currency, the state wise digtribution of

commercial bank deposits was used and for small savings and "others",
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the state wise distribution of pest-oifice deposits was used, The
gstate wise distributions for the different instruments are given in

Appendix Table III.

Only the co-operative assets and liabilities were estimated
independently. The outstandings relating to the same instruments
and agencies as for the all-~India estimates were obtained from the
Statigtical Tables Relating to the Co-cperative Movement in India.
Bifferences between ocutstandings at three year intervals were esti-
mated and these were then divided by three to give an average annual
flow during that period. This was done for three pairs of years,
1960 and 1963, 1970 and 1973, and 1976 and 1979. This gave state

wise average flows around 1961-62, 1971-72 and 1977-78.

The above flcws are presented in Appendix Table IV,

D. State-wise—agricultural (ippendix Table VI)

A11 agricultural flows, except for co-operative flows and
government credit, were obtained by applying the ratio of the asset
(or liability) held by cultivator households to that held by all
rural households. These ratios are given in Appendix Table V. The
commercial banks deposits ratio was used for currency and the post
office deposits data for small savings and others,

Co-operative flows and government credit used were the same

as for the rural sector, as in the all-Indis estimation.

The above flows are presented in Appendix Table VI,
Appendix Tables VII. to IX provide data used in the preparation

of Appendix Tables {1 to VI and also tables in the main text.
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dppendix 3 : Working dgpitel in ggriculture

The CSO in the disaggregated statements of Nationzl Accounts

Statisticg gives the value of material inputs for different industrial
gsectors including agriculture. No such annual estimatés of wage
payments are available. A partial measure of increase in working
capital may, therefore, be obtained by considering the material
inputs. From the CSO, the inc;eases in the anmial flow of inputs may
be estimated. Clearly, all of this increase does not represent
increase in working capital, which is a function of the time over
vhich the inputs are tied up. In Indian agriculture, the actual
production process may be assumed to take 3 months. However, the
output is not immediately marketed. In states like Tamil Nadu and
Andhra, Enly about 25 per cent of the marketed output is released

in the first 3 months after the harvest. On the other hand, a large
part of the ottput is not mar: ted, and this portion of the output

cannot be considered as constituting working capital.

Hence, we may assume that working capital is tied up for
‘between 4 and 6 months. The accompanying Appendix Table X shows
tﬁe;iﬁqreases in working capital on account of increasged use of

material inputs.
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Appendix Table III: Chiires of =t-tes in sslected rinancial stocks

held by rural households,

1971.

(per cent)

Life in-

Commer- Provi- = Post- ;Commer-
States cial hank surance dent office -cial bank

deposits fund” fund  deposits credit
Andhra Pradesh 7 6 2 0.7 10.19
Assam 1 3 8 3 -
Bihar 14 7 10 7 1.23
Gujarat 6 8 5 4 13.24
Haryana 1 0. 2 2. 57
Himachal Pradesh 0. 1 2 0.36
Jammu & Kashmir 0. 0. 0. 1 c.01
Karnataksa 2 17 2 0.9 17.17
Kerala 17 .9 9 2 15.90
Madhya Fradech 1 3 6 2 3.31
Maharashtra 6 5 8 6 5 .97
Crissa 0. 0. 2 4 0 .53
Punjab 10 2 2 G 7.51
Rajasthan 4 7 1 G.6 1.84
Tamil Nadu A 7 7 3 8.93
Uttar Pradesh 1% 1 11 28 8.05
West Bengal 10 12 22 24 1.65

an

Sovernk:
c

3.5

3.0
5,664
6.9
1.51

0.9l
9,54
1.781
3,60
575
1.9
3.4%
3.8
2.8
4.9
6.3




APPENDIX TABLE IV: FINANCTAL SAVINGS CF_RURAL HCUCEH(‘LDS - STATEWISE.

197- 72
7h- 7 (r. Crores)
Life -:»'-:_1— Frovi- Small Co-op. Commer-  Gross_ Commer- Co-op. Govern- Total Net Infeor-
States Currency  surance dent savin- shares cial formal cial retive ment  credit finan- mal
nremia fund gs and c_le- bar.\k financial bank credit credit cial financisal
P posits Deposits savings credit savings savings
2 3 4 5 6 7 B 9 10 1 12 )
hdkira Pradesh 2.32 4.0 2.39 0.26 2.59 7.98 26.54 10.19  10.95 3.75 24.89 1,65 25.3
ssam 2.0 9.55 1.12 - 15.17 - 3.21 3.21 11.9%
lhar 18.70 4.0 11.93 2.69 1,13 16.00 54.45 1.23 9.83 5.84 16.90 37.55 A
1jarat 8.03 5.0 5.97 1.49 17.30 6.87 L1, .66 13.24 31,53 8.35 63.12 -g.46 16.9
\Tyana 1.25 1.¢ 0.60 075 1.95 1.15 6.80 2.57 8.02 1.76 12.35 -5.55 1.6
machal Pradeoh 0.0 1.19 0.75 - 2.47 0.36 - - 0.36 2.1
[}ﬂu & Kashmir 0.3 1.07 0.37 - .74 0.01 - 1.00 1,01 1.73
rriatoka 2.99 1.0 2.39 0.34 4.6 3.4 R5.7L  17.17  17.91  10.24  A45.32 -19.52 9.8
rala 22.69 6.0 10.74 0.75 3.9 19.41 63.53 15.90  7.60 1.80 25.30 38.23 1.7
idhya Pradesh 1.3 2.0 7.16 0.75 L.32 1.15 16,73 3.31 . 16.12 3.76 23.19 -6.46 8.4
tharashtra 8.03 3.9 9.55 R.24  12.80 6.87 42.49 5.97  9%.51 16.58  117.06 -74.57 9.2
-issa C.27 0.4 2.39 1.49 1.18 0.23 5.96 0.53 5.54 2.12 g.19 -2.23 4.0
njab 13.48 1.0 2,39 3.35 9.16  11.52 40,90 7.51 13.18  3.66  24.35 16.55 2.3
.jasthan 5.34 4.0 1,19 0.22 2.40 4.56 17.71 1.84 5.9 4£.29 11.99 5.72 12,6
tar Pradesh 16.01 7.0 13.13 10.44 10.83 13.69 71.10 8.05 32.54 15.74L  56.33  14.77 25.8
st Bengal 13.48 8.0 £6.25 8.94 1.4 11.52 69.60 1.65 0.83 6.68 9.16 59.84 5.1

#* Information

for Assam, Himachal Pradesh

and Jamnu and Kashmir is not complete.



Appendix Table V: Sharc o cvltivaler heusclolds in rural financisl
agsets and ligbilities, 1971

(per cent)
Commer- Life in-  Provi- Post Commer chena
States cial surance dent _office cial bank  credi
hank fund fund deposits credit

deposits _
Andhra Pradesh 0.99 62.07 25.76 5714 0.98 0.9
Assam ~ 83.33 6¢.83 82.76 - 0.9
Bihar 0.98 81.13 72.24  84.85 0.98 0.9
Gujarat 0.52 75.86 2077  36.36 .99 0.9
Haryana 0.72 70.00 38.46 6.25 1.00 0.8
Himachal Pradesh - 85.71 74.07 85.00 - 0.9
Jammu & Kashmir - 66.67 8C.00 76.92 1.00 0.9
Karnataka 0.92 59.07 50.0C 37.50 0.83 0.9
Kerala 0.96 87.50 77.27 86.36 0.99 0.%
Madhya Pradesh 0.77 45.00 37.65 52.17 1.00 0.9
Maharashtra 0.34 49.28 19.55 59.02 1.00 0.90
Orissa 1.00 90.00 63.64  39.47 1.00 C.9%
Punjab 0.56 37.14 21.82  47.73 1.00 0.8
Rajasthan 0.85 L5 .5/ 2750 16.67 0.93 2.9
Tamil Nadu 0.98 57.9L 29.78  40.00 0.95 0.%
Uttar Pradesh n.68 52,10 51.85 ° 77.61 1.CO 0.%
West Bengal 0.71 43.50 42.88 90.43 1.00 0.9




B —

e — s i S :
R PPENDIX TABLE: VI | FIRANCIAL SAVINGS OF AGRICULTURAL.HOUSEHOLDS-_STATEWISE, 1971-72

-~ (Rs. Crores)

. Life i:= Provi- Small - Co-op. Commer— Gross Commer- Co-ore. CGovern- Tobal Net
States Lburren- surance dent savi- shares "cial formal cial rative ment credit  anc
cy premia fund ngs and bank finan- bank - credit  credit sav
depositp deposits _cial =~ credit
! : sSavings
1 2 51 A R
Lndhra Pradesh 9,22 2.48 0.62 Q.15 2.59 7.48 22,94 8.82 10.95 3.52 23.29 -0
Lssam: 1,66 6.59 0.93 - : 10.58 - - 3.04 3,04 2
Bihar 18.53 3.24 8.59 2,02 1.13 15.67 £9.18 1.06 9.83 5.66 16.55 32,
Cujarat 415 3.80 1.79 0.54 17.20 3.55 31.13 - 11.58 31.53 6.93 50.04 -18,
Haryana 0.97 0.70 0.23 0.05 i.95 0.83 4.73 2.27 . 8.02 1.51 11.80 - 7.
Himachal Pradcshr 0.26 0.88 0.64 - 2.28 - - . - o
Jemm & Koshmir 0.20 0.86 0.28 - 2.14 0.01 - 0.95 0.96 1,
Karnataka 3.67 6.49 1.20 0.12 4.6 3.13 20.23 12.59 77.9N 9.52 40,02 -19.
Kerala 21.78 5.28 8.27 0.65 3.9 18,62 58.54 13.91 7.60 1.78 23,29 35
Madhys Fradesh 1.02. 0.90 2.72. 0.39 4.32 .88 10.23 2.93 16.12 3,60 22.65 12,
Maharashtra 2.75 147 1.9 1.32 12.8C 2.35 22.60 5.28 9. 51 15.75 115.54 -9%2.
Orissa 0.7 0.38 1.53 1.23 1.18 C.23 4.90 0.47 5.54 1.90 7.9 -3,
Punjeb 7.55 0.37 0.53 1.61 9.16 6.45 25.67 6.64 13,18 2.29 22.10 2.
Rajasthan 453 1.84 0.45. 0.04  2.40 3.87 13.132 1.51 5.91 3.86 11.28 1.
Temil Nadu 5.23 2,32 2,42 0.67 5.96 Lo 4T 21.07 7.49 28,02 9.82 £5.33  -24.
Uttar Pradesh 10,89 3.64 6.83 8.14 . 10.83 9,31 L9.6/ 7.12 32,5/, 14.79 54,45 - 4,
West Bengal 9.59 3,52 11.29 8.05 1.41 8 L2.07 1.46 0.83 6.34 2.63 33,

* Information for Assam, Himachal Pradesh and Jammu and Kashmir is not complete.



wwbmﬁbm SRCTOR IN THE FORM QF FINANCIAL ASSETS
(Rs. Crores)

oL ' o Corporate & Financial Saving of the house-

Saving of the o T
Year Eouseholf_‘d se¢~  Curren- . Bank L.I.C. P.F. cO—Oper%tive Lii\abilities sector in(.fin cial
or in firrarice . ‘ securitics of the house- Lssets (Net
Losete (Gross) y dep.OSj_t. f_\{nd funds hold sector .
_ 1 2 3 4 5 6 e 7 8
1961-£2 650.4 9.4 207.4  72.9 113.5 69.2 129.0 521.4,
62-62 737.9 174. 17€.7 9.2 128.8 23.7 226.4 511,5
6364 1025 .4 216.7 203,72 93.6 1554 112.8 274.6 750 .8
64 -65 911.0 135.2 3:6.4 97.3 181.5 12.0 250.3 660."
65-66 10%1:0 287.4 363.7 89.7 1982 19.0 253.2 837.¢
66-67 1086.2 125.9 4378 141.6 206.9 . 9.0 337.3 7L8.Q
6£7-68 1178.0 160.8 408.1 149.9 261.8 32.6° 358,71 819.7
€8-69 1321.0 271.3 4114 183.6 267.0. 7.5 501.9 €197
£9-70 1514.2 235.9 58€.8 195.1 350.8 - 5.6 €46.9 8T,
70-71 1948 .1, 344.2 775.9 219.9 416.2 17.0 618.8 1328.3
71-72 23L7.6 404.0 1023.9 251.2 LT4.3 17.8 T24.3 16237
Te~"13 3004.2 _637.2 1214.4 306.8 523 .4 21.9 635.9 2368.3
T3-T4 3631.5 7€9.3 1510.9 "355.5 603.0 - 5.3 830.7 2800.¢8
T4~T75 34061 18.4 1653.9 345.9 786.6  58.5 801.4 2600.7
75-76 K153.7 313.4 2787.4 4222 1070.3 21.6 1075.4 3678.3
76-T77 6905. 1 1139.8 3%20.0 524.,1 1171.6 -13.2 1710.3 5194.8
77-78 7112.6 703.3 3505.2 591.7 1315.8 199.7 1669.5 5443 .1
78-79 9240. 1 1430.5 4309.4 683.0 1605.3, 201.0 2495.1 6745.0
79-80 16092.5 1309.1 451C.4  T72.9 1764 .8 267.9 3217.2 687: .3
8 3116.1 8587.1

80-81  11703.2 1665.7 5679.7 875.3 2069.1 226,




APPENDIX TABLE ViII
RURAL CH0SS DOMESTIC FRODUCT AT TFACTOR COST (Current prices)

(rs, Crores)

Year Agriculture Non—a§§i§$lture, Rural
1961-62 6966 2264, 9230
1962-63 7111 2311 9422
- 63-6/, 8235 2€76 10911
64-65 10091 3280 13371
6566 9798 3184 12982
66-67 11713 3807 15520
67-68 14542 4726 19268
68-69 14146 L537 18743
69-70 15539 5050 20589
70-71 16727 5436 22163
71-72 17320 5629 22949
72-73 19009 €178 25187
73-74 25583 8314 33897
74-T75 28122 9140 37262
75-76 25963 8438 34401
76-77 _77T7 o028 36805
77-78 31836 10347 42183

78-79 31618 10276 41894




APPENL ‘X TABLE TX:

RURAL, 84V ¢ TNCOME AND PC.ULATION, 1971-%

Total savings (Rs.crores)

Agricuitural

States oo o
A NAR R (ks. creres) & R
1 2 3 4 5 b

Andhra Pradesh  62.25 9.2 71.45 1,463.28 28.08  35.10
Assan

Bihar 156.83  10.72 167.55 5014 50.T2
Cujarat 99.99  24.35 124.34 937.59  16.13  19.20'
Haryana 57.53 8.96  66.49 566.32 6.53 8.2
Himachal Fradesh

Jamm & Kashmir

Karnataka 117.81 7.51 125.32 984,95 18.63 22.18-
Kerala 89.25 5.38  94.63 579.03 10.91 17.88
Madhya Pradesh  121.48  11.96 133.44 1,256.20 31.03 34.81
Maharashtra 22.16 29.37 51.53 1,081.89 29.15 34.70
Orissa 33.19 438 37.57 653.06  17.29  20.10
Punjeb 103.87  32.40 136.27 877.10 8.27 10,34
Rajasthan 122,75 7.67 130.42 795.11 18.46 21.22
Tamil Nadu 51.74  23.21  74.95 1,066.96 22.70 28.73
Uttar Pradesh 308.49 £6.88 355.37 2,511.68 66.08 75.95
West Bengal 112.94  42.10 156.04 1.464..50 27.35 33.35




APPEDIX TABLE X: MATERIAL NPUTS IN AGRICULILZE

(Rs. crores)

Increase in Increase in working capital on

annueal value assumption of

of material 4 month 6 month

inputs turnover turnover
1961-62 90 30 45

62-63 122 40 61
63-64 114 38 57
64~65 285 9 143
65-66 105 35 53
66-67 465 153 233
67-68 416 137 208
68-69 37 12 19
69-70 439 145 220
70-71 315 104 167
71-72 279 92 140
72-73 552 182 256
73-74 1247 412 623
T4~75 1644, 542 822
75-76 -ve -ve ~-ve
76-17 663 219 331
77-78 674, 222 337
78-79 465 153 232

Note: Increase of inputs in 1965-66 is the value of inputs
in 1965-66 minus the value of inputs in 1964-65,

Source: CSO National Accounts Statistics, disaggregated
statements.
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