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PATTERN OF ASSETS OF RURAL
HOUSEHOLDS, 1961-71*

Introduction

The data on assets held by rural households at the end of
June 1971, based on the All-India Debt and Investment Survey
1971-72 (AIDIS)? have been analysed in a Monograph published
by the Reserve Bank of India recently. This article makes a
commiparative study of AIDIS data with those of theAll-IndiaRural
Debt and Investment Survey (AIRDIS)2, 1961-62. While ‘the
comparison at the national level would broadly reflect the order
of improvement in assets over the decade, variations in the pattern
and trend in assets of rural households in different States would
focus the attention on identification of the basic factors, including
the various policy measures undertaken by different States, that
might have influenced the trend in the respective States. Further,
it can also be seen whether the pace of change was accompanied
by distributional change, if any, and the direction thereof. The
differences among States may be expected to pinpoint the areas
in which corrective measures are called for.

The validity of any comparison and the conclusions drawn
therefrom, obviously depend on the extent of the comparability

’ of data. For AIDIS, 1971-72, this aspect of
Limitations in comparability of data with those of AIRDIS,
Comparison 1961-62 was kept in view and the concepts
and definitions used in both the surveys were

- more or less identical except some minor changes in the items
included under a few assets, as mentioned later. Total assets
for both the surveys include the value of (1) ownership and
* special rights in land, (2) buildings, (3) livestock, (4) agricultural

1 Prepared in the All-India Debt and Investment Survey Cell of the Division
of Field Surveys of the Economic Department. The main work relating to
*this paper was done by Shri G. A. Kelkar, Research officer and Shri S. Subra-
‘manian, Deputy Director.

. 2 Henceforth the word AIRDIS is used for All-India Rural Debt &
Investment Survey, 1961 and the word AIDIS is used for All-India Debt &
Investment Survey, 1971. Since the publication of the Monograph on ‘Assets
of Rural Households as on June 30, 1971°, the data of AIDIS have been
revised and the figures in this article may, therefore, differ from those of the
Monograph.
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“implements and machinery, (5) non-farm and transport equip-
ments, (6) durable household assets, (7) dues receivable or loans
advanced in cash ‘and kind viz., promissory notes, usufructuary
mortgage of real estates, pledge of other movable property and
bullion and ornaments and simple mortgage of real estates, sale
proceeds receivable, unsecured loans, commodity loans, etc.,
(8) financial assets like National Plan Savings Certificates, Go-
vernment Securities, shares and debentures of companies and
co-operative institutions, deposits with banks and private’
moneylenders, etc. In the AIDIS 1971-72,the financial assets
included, apart from those enumerated above, annuity deposits,
deposits with non-banking companies, chit fund contributions,
insurance premium and units of Unit Trust also. Crops standing
in the fields, cash balances and stocks of commodities were exchu-
ded in both the surveys for purposes of enumeration. The values
of land, buildings, livestock and other physical assets were eva-
luated using the average market value prevalent at the time of
enumeration. Dues receivable on loans in kind were appro-
priately evaluated using average wholesale prices. The items of
financial assets, barring shares, were evaluated at their face value
and for shares paid-up value was taken into account.

However, the nature of enquiry itself introduced some limi-
tations which need to be borne in mind.. The most important
limitation arises from the marked rise in prices of all the non-
financial assets, that took place over the decade. Any com-
parison, to be precise, therefore, should be in terms of asset values
which exclude the impact of change in prices, as far as possible.
This would call for readjustment of the values of assets in 1971
at the level of their prices prevailing in 1961 with the help of 2
deflator.  As there are wide differences in the rates of change in
prices of diﬂfe;en;t assets, a common deflator for this purpose
may-not be appropriate. This would, therefore, require separate
price deflators for atleast the main groups of assets. Since no
such acceptable price deflators are available in the case of most
of the items of assets, a comparison' on the basis of average
values cannot be attempted. - . '

.'The second limitation arises from the changes in the boun-
daries of some States due to bifurcation and reorganisation that
had. taken place since 1961-62. Thus, for example, the com-
posite State of Punjab in 1961-62, was bifurcated into two States,



RESERVE BANK STAFF OCCASIONAL PAPERS 3

viz., Punjab and Haryana in 1966. Though, of course, the asscts
data for the two new States for 1971-72 have been combined
to make these comparable with those of Punjab for 1961-62,
still these may not strictly correspond with the area occupied
by the old composite State as some parts of it were merged with
Himachal Pradesh® at the time of reorganisation. Similarly
in April 1970, a part of Assam was formed into a separate State:
called Meghalaya. To the extent possible, data for Assam and
Meghalaya for 1971 are clubbed together to make them com-
parable with 1961 data for Assam. Besides, certain partst of
some States were excluded for the present Survey which had
been covered in the earlier one.

Thirdly, the estimated number of rural households on the
basis of AIDIS were lower by about 25 lakhs or by 3.2 per cent
in relation to the 1971 Census whereas for AIRDIS, the estimated
number of rural households was the sume as those according to
the 1961 Census as the number of households was taken from
the Census data and no attempt at estimation of the same based
on survey data was made then. Statewise, variations between
the 1971 Census and AIDIS estimates of raral households were
quite wide. Of the five States wherein the survey estimates were
higher than Census data, the variation was as large as 13.7 per
cent in Gujarat. In the case of Jammu & Kashmir, Punja_.b,“
Kerala, Assam and Rajasthan the suivey estimates of rural
households were lower by 11 to 15 per cent.

Another minor limitation relates to non-availability of assets
data at the beginning of the AIRDIS Survey, 1961-62. Data
on assets position of the rural households available as at present
for the AIDIS relate to June 30, 1971 at the beginning of . the,
reférence year, and as such one would normally expect these
to be compared with the data at the commencement of the re-:
ference period of the earlier survey viz., June 30, 1961. But
the data for the 1961-62 survey pertaining to inventory of assets:
are available only as at the end of December 1961 and June 1962,
middle and end-points of the reference year. We have, there-

3 On a very rough basis, about 8 per cent of the population of composite
Punjab according to 1961 Census and 23 per cent of its area were merged w1th
Himachal Pradesh.

" 4 For details see page 2 of the Monograph on ‘Assets of Rural Households'
as on June 30, 1971,' published by the Bank. :
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fore, taken the December 1961 data for comparison purposes
as it happens to be nearer to the beginning of the last survey.

In both the surveys, value of assets had been a classificatory
item. Thus, some asset groups may appear to be common in
both the surveys, but the common asset groups in real terms
cannot be considered to be really comparable due to price rise
since 1961-62, Hence, no attempt has been made to study the
asset-groupwise data. However, an attempt is made in this study
to assess the change in assets’ position of the rural poor during
the decade. For this purpose, pattern of assets of the rural
households with total assets of less than Rs, 1,000 in 1961 is
compared with that of rural households with total assets of less
than Rs. 2,500 in the year 1971.5 This is done in order to reduce
the impact of general price rise during the period.

- Secondly, since the class of non-cultivators is a heterogeneous
group and in view of wide inter-group variations during the
period, no significant purpose would be served in comparing the
assets of non-cultivators as a whole over the period. Further,
though in” both the surveys occupation of the households was
followed as a basis of grouping, in AIRDIS (1961-62 survey)
non-cultivator households were categorised into (a) agricultural
labourers, (b)industry, (c) trade and transport and (d) others, while
in AIDIS (1971-72 survey) they were grouped under (a) agricul-
tural labourers, (b) artisans and (¢) other non-cultivators. Thus,
comparable data are, therefore, available in respect of agricultural
labourers only® and hence comparison in this study is restricted
to this class of households among the non-cultivators.

The .discussion which follows is divided into four sections.
Section I deals with changes in the composition of rural house-
holds, between cultivators and -non-cultivators. The spread of
assets among the households and the change in the asset pattern
both for cultivators and agricultural labourers are discussed
at the ;I}at{ional and the States level in SectionII. In Section III
changes in asset holdings of the rural “poor” are analysed. Section
IV gives the conclusions. ‘ ’ ‘

) 51t is presinped that ownership of assets worth: Rs. 2,500/- in 1971 would
yield an income just adequate to provide the bare necessities of life. .

6 Unlike in the case of cultivator and all rural households for which th
g:aa ft?; 1 1996‘;562 s;t}z]rvey arefavailablle atltlwgo points of time viz., sD:ore&:g 196?
e »in the case of agricultural Iabour househol i
for June 1962 only and these have been used, cholds the dgta arg available
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SECTION 1
Changes in the composition of rural households

The AIDIS estimate of rural households at 770 lakhs shows

a rise of 12.2 per cent over the AIRDIS 1961-62 data (which

conformed to the 1961 census data). The propor-

All-India tion of cultivator households marginally declined

over the decade by 1 percentage point to 72.4

per cent under AIDIS and correspondingly the proportion of non-

cultivators increased (Table 1). Over half of the increase in the

non-cultivators was among the category of agricultural labourers
whose number increased by 14 per cent over the period.

The various land reform measures including the land ceiling
legislation might be expected to increase the proportion of owner-
cultivators and reduce that of non-cultivators owning land. The
number of tenant cultivators is also expected to decline. The
survey data confirm the expectation about non-cultivators but
in regard to owner-cultivators a comparison becomes difficult
due to different presentation of data on ownership of land in the
twosurveys. Under the AIRDIS, ownership of land was recorded
under two heads, full ownership of land by the households and
land held under special rights. In the present survey, these two
categories were combined into one. Under the AIRDIS, some
of the cultivator households might have reported ownership of
land under both the heads though their number is not known.
As it is, in the year 1961 nearly 73.9 per cent of cultivators re-
ported owned land and 21.7 per cent had land under special
rights, while in 1971 about 93.7 per cent of cultivators reported
land ownership showing only a marginal variation as the data
for land ownership for 1971 are inclusive of land held under
special rights.

The analysis of distribution of cultivator households according
to size of owned land on the basis of the data available from
both the surveys indicate that the proportion of cultivator house-
holds who did not have any land came down to 1.9 per cent in
1971 from 26.1 per cent in 1961 (Table 2). This comparison
is subject to the limitation that the number of owner cultivators
for 1971 are inclusive of those who owned non-agricultural land
also. It may also be added that 80.2 per cent of cultivators in
Uttar Pradesh and 93.6 per cent of cultivators in Rajasthan
held land under special rights in 1961, If the data for thesc two
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States are excluded from those for all-India for the year 1961
then the percentage of cultivators who did not own any land in
1961 would be 11.9 per cent. The proportion of cultivators
owning one acre of land also increased to 24.0 per cent in 1971
from 14.4 per cent in 1961. There was also an increase of 12
percentage pointsin the households who had owned land’ between

l and 3 acres.

: Among the factors that might have led to such an increase
in percentage of small cultivators would be transfer of ownership
rights to tenants, land ceiling legislation and redistribution of
surplus land, partition of households on inheritance and efforts
of non-cultivator land owners to get back land given on lease or
mortgage in view of the enhanced profitability of agriculture
due to: adoptlon of new farm techniques. ’

The State-w1se data on composmon of rural households
reveal wide inter-State differences over the decade, ranging from
. a decline of 9 percentage points in the proportlon

. of cultivators among rural households in Punjab
.. to arise of 9.2 percentage points in Kerala. Ex-
Cept in Punjab, where the number of cultivators declined over
the decade by over 3 lakh households, in all other States their
number increased. in Punjab, both the number of owner-cul-
tivators and'pure tenants decreased. The prosperity in agri-
culture might have encouraged successful cultivators to enlarge
their holdings either through purchase or through getting back
the land leased out or mortgaged to some others. Similarly,
some cultivators might have sold their lands, induced by high
land prices. No data, however, are available to quantify the
factors ‘leading to the decline in the number of cultivators in
‘Punjab. Significdntly enough, despite the decline in the number
of agncultural labour households by 7.6 per cent, the percentage
rise in non-cultivator households (15.3 per cent) was qulte close
to the rate of growth observed for this class of households in the
country. In six (Assam, Bihar, Kerala, Jammu & Kashmir,
Madhya Pradesh and Orissa) of the fifteen States for which com-
parable data on constituents of rural households are available
from both the surveys, the proportion of cultivator households
to total showed a signiﬁcant increase and the ratio in 1971 varied
from 77.2 per cent in Orissa to 93.9 per cent in Jammu &
Kashmir, In Maharashtra and Rajasthan, the proportion in-
creased margmally, while in other States there was’ actually a
decline in the ratio of cultivator houscholds.. In Tamil Nadu,

State-wise ,



RESERVE BANK STAFF OCCASIONAL PAPERS 7

the ratio of cultivator households decreasd by as much as 7.6
points and stood at 55.4 per cent in 197}, This was due to the
much smaller increase of cultivator households than in the case
of non-cultivator households. It may be mentioned that while
rural households in Tamil Nadu increased by 18.4 per cent, the
cultivator households rose by only 4 per cent between 1961 and
1971. On the other hand, non-cultivator households increased
by 43 per cent and this was reflected in the sharp rise of 71 per
cent in agricultural labour households. This would indicate
that not only the new rural households had no land, but even a
part of the existing cultivator households was dispossessed of
their land holdings. In Gujarat where the number.of rural
households registered the largest increase (33.5 per cent), the
increase in both cultivator and non-cultivator households was
also relatively large. Among the non-cultivators, the increase in
agricultural labour households in this State especially was highest
(84 per cent). This could be attributed to the pressure of popu-
lation and the non-availability of additional land for cultivation.
So also in West Bengal and Karnataka wherein the rural house-
holds increased by about 24 per cent each, the growth in the non-
cultivator households was faster than thatinthe case of cultivator
households due chiefly to the increase in the agricultural labourers
whose number increased by 42.8 per cent and 33-8 per cent in
West Bengal and Karnataka, respectively. In Uttar Pradesh,
cultivator houscholds formed 80 per cent of the rural households
in 1961 and it declined slightly to 77.8 percentin 1971. Among
non-cultivator households, however, the growth in agricultural
labourers in this State was relatively less and their proportion
in the total rural households increased from 7.9 per cent in 1961
to 8.1 per cent in 1971. In Andhra Pradesh, the small increase
of 7-0 per cent in the total rural households during the period
was accounted for by similar increase in the agricultural labour
households ; there being only a marginalincrease in the number of
cultivator households. In Tamil Nadu and Andhra Pradesh
agricultural labour households formed 26.6 per cent and 23.1
per cent, respectively, of the total rural households in 1971,

The shifts in the pattern of holding of different assets would
largely depend upon the variation in the composition of rural
households and among the culivators perhaps the variations in
owned land could have an impact on the changes in different
assets,
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SECTION II
Growth in assets with rural households

As alreadly stated, since the prices of different groups of
assets increased by varying proportions and as suitable price de-
flators are not available for these assets we cannot get any idea,
even broadly, about the improvement in the assets position of
rural households. Further, as asset group-wise comparison
would not be appropriate for the reason given above and as
comparable data are not available according to any other classi-
ficatory item, it is also not possible to say how the various sec-
tions of cultivators (viz., small, medium and large) have fared
over the period. However, it is possible to study the extent of
spread of individual asset and its importance to the rural
‘households on the basis of data on proportion of households
reporting and the share of each asset in the total assets, avai-

lable from these two surveys.

Over the period, the number of cultivator households who
did not have any one of the enumerated assets rose to about
eleven thousands from about five thousands in the year 1961
(Table 3). State-wise, the proportion of households not owning
any of the enumerated assets increased fractionally in Andhra
Pradesh, Bihar, Karnataka, Madhya Pradesh, Maharashtra,
Rajasthan and West Bengal. In Kerala and Tamil Nadu, how-
ever, there was slight improvement in those who had any one of
the assets. The share of cultivators in the assets of rural house-
holds increased by 2.1 per cent to 93.7 per cent in 1971 which
was mostly due to an increase in the value of land. Of theincrease
in total assets of Rs. 7918 per household, over 72 per cent was
due to land, the per acre value of which, on an average, increased
from Rs. 873 in 1961 to Rs. 2006 in 1971. Next to land, it was
buildings that contributed over 15 per cent of the rise. Livestock
and implements and machinery together, the assets complementary
to land, accounted for only 8.5 per cent of the increase; while
the share of durable houschold assets was around 3 per cent,
financial assets, (shares and deposits) contributed to about one
per cent of the rise. But the dues receivable declined and for-
med minus 0.3 per cent of the total increase. Here again, it is
not possible to judge, except in the case of financial assets, the
extent of increase in value due to physical additions to the -
existing assets and due to rise in prices. The position in regard
to individual assets is discussed below.
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A. Land

According to land utilisation statistics, net arca sown plus
current fallows which would almost entirely cover area owned by
rural households increased by nearly 4 per cent between the two
survey periods as a result of reclamation of land for cultivation,
Under the AIRDIS, the number of non-cultivators owning land
(including about 4.6 lakhs who reported land under special rights)
was roughly 36 lakhs. According to AIDIS, their number dec-
lined to below 23 lakhs. All these factors have led to increase
in the land owned per cultivator to 5. 18 acres in 1971 as against
4.87 acres in 1961.

. _The share of land in the total assets of cultivators went up
from 63.4 per cent in 1961 to 68.6 per cent in 1971. Apart from
the addition of acreage to owned land, this increase in its share
might perhaps be the result of imputed value of land due to in-
creased productivity, improvement in irrigation facilitics, adop-
tion of high yielding varieties, timely distribution of inputs like
chemical fertilisers, pesticides, etc., and liberal extension of credit.
The change in the cropping pattern might have also contrlbuted'
towards a rise in land values

‘As stated earller, the data on the asset land for the AIRDIS
1961 :were recorded under two heads, namely, owned land and
land held under special rights, while in the present survey these
two categories were combined into one.. Since the number of
households who recorded both these types of ownership is not
known for 1971, the proportion of households reporting owner-
ship of land in the year 1961 is not strictly comparable with that re-
corded in the present survey. However, it can broadly be said
that there was an increase in the proportion of cultivator house-
holds during the decade who owned land almost in all the States
barring Orissa. The increase in the proportion was above5 percent-
age points in Kerala, Bihar, Punjab and West Bengal (Table 4).
In Andhra Pradesh, Assam, Madhya Pradesh, Maharashtra and
Tamil Nadu the increase in the proportion of households report-
ing land ranged between 2 to 5 percentage points and in Gujarat,
Karnataka and Rajasthan the increase was less than two percent-
age points, over the period. The large increase in the number of
cultivators owning land in Kerala might perhaps be due to antici-
pated legxslatlon for’ conferrmg ownership rights on existing
tenants., An increase in the net area cultivated over the period
would also suggest that more ofthe landless cultivators bencfited
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from reclamation of land. In Punjab the ratio of net area culti-
vated to total geographical area increased from 61.4 per cent in
1961 to 81.0 per centin 1971, Besides, it is also likely that some
of the absentee landlords resumed personal cultivation in view
of the prospects of increase in the profitability from agricultural
business due to adoption of modern techniques. In West Bengal,
the state Government took active steps for distribution of surplus -
land to landless families. So also the increase in proportion of
owier cultivators in Bihar is due primarily tc amendments to land
ceiling laws. Success of the ‘Bhoodan Movement’ in this State
was also another factor. By the end of March 1967 Bihar ac-
counted for about 28 per cent of the 11.90 lakhs acres distributed
under ‘Bhoodan Movement. The reclamation of land, pro-
fitability of agricultural business and land reform measures,
would be the factors that have led to increase in the number of
owner cultivators over the period. The data on percentage dis-
tribution of cultivator household according to size of Jand owned
are presented in Table 2. Though these data are not strictly
comparable since the data for 1971 include information in respect
of non-agricultural land e.g., land for house sites also and those
for 1961 exclude land held under special rights which was re-
ported by a significant proportion ot households in Rajasthan,
Uttar Pradesh and Jammu & Kashmir, it may be stated that the
percentage of cultivator households who did not have any land
declined substantially in Kerala, Tamil Nadu, Karnataka, Punjab,
Bihar and West Bengal. Similarly, there was a considerable in-
crease in the percentage of those who owned less than an acre
of land in Bihar, Kerala, Tamil Nadu, Orissa and Uttar Pradesh.
This could be partly due to the change in the definition of culti-
vator households® in AIDIS. -

In three: States, viz., Rajasthan, Jammu & Kashmir and
Madhya Pradesh the land-asset ratio was below 55 per cent in
the year 1961. During the decade the share of land in the total
assets increased from 44.7 per cent and 548 per cent in 1961 to
57.8 per cent and 66.2 per cent in 1971 in Rajasthan and Madhya
Pradesh, respectively. In Jammu & Kashmir, the share increased
marginally presumably due to scarcity of land available for culti-
vation. In this state, the percentage of net area cultivated to

7 Data supplied by the Government of India.

8 For AIRDIS 1961-62, a cultivator household was defined as one who
reported somie area under personal caltivation, except small garden plots. In
AIDIS 1971-72 all familics cultivating any piece of land of 0,005 acre and above
were classified as cultivating families, :
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total geographical area increased only by 1.9 points to 16.0
per cent in the year 1971.  Though variations in the case of other
items of assets in Jammu & Kashmir were marginal, shares of all
other assets in Rajasthan and Madhya Pradesh recorded declines.
Shares of livestock, an asset complementary to land and those
of buildings declined by about 3 to 4 percentage points in these
States. In Rajasthan the share of durable households also
decreased by about 3 percentage points to 7.4 per cent in 1971,

In the second group of States of Assam, Uttar Pradesh,
Gujarat, Punjab ana Orissa, land-asset ratio was between 55 and
65 per cent in the year 1961. In two of the States viz., Punjab
and Uttar Pradesh, the share of land went up by 15.9 and 12.5
percentage points, respectively. In these two States, the value
of land per acre increased from Rs. 997 and Rs. 2515 in 1961 to
Rs. 6291 and Rs. 3277 in the year 1971, respectively. Inthe other
three States (Assam, Gujarat and Orissa). the increase ranged
between 3.7 and 6.0 percentage points. Increased irrigation
facilities and successful introduction of modern technology in
Punjab and Uttar Pradesh might have encouraged the cultivators
in these States to buy more land. On the other hand, the tradi-
tional state of agriculture in Orissa explains the smaller increass
in the share of land in total assetsin that State. ~ In Assam, only
30 per cent of the geographical area was available for cultivation.
While the share of the asset livestock declined in all the States,
the other agricultural asset’ viz., implements and machinery
varied narrowly. The decline in the asset ‘buildings’ was significant
ranging between 3. 5 percentage pointsin Assamto 9.9 percentage
pointsin Punjab. Durable household assets’ share also declined
in all the States except Assam wherein it improved fractionally.
Marginal improvement in the share of financial assets was
noticed in Assam while in Punjab it recorded a decline.

" In West Bengal, Karnataka, Kerala and Maharashtra, the
land-asset ratio was between 65 per cent and 70 per cent. In
these States, except Maharashtra, the share of land declined
duringthe decade. In Maharashtra, the increase was of 3 percent-
age points. In these States, excluding Maharashtra, there was
significant increase in the share of buildings which ranged between
1.4 and 4-4 percentage points. The other assets which recorded
increase were implements and financial assets. 1n Maharashtra,
almost all other assets declined, the fall in the case of ' live-
stock .being 2.2 percentage points. : ‘
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In Andhra Pradesh, Tamil Nadu and Bihar, the land-asset
ratio was 70 per cent or more in the year 1961 and only marginal
variations were noticed in the shares of each of the items of assets.
The decline in the share of land by about 1.2 percentage points
in Tamil Nadu was more or less compensated by a rise in the
share of implements and machinery while the increase in the land’s
share in Bihar was equalled by a decline in dues receivable.

The traditional attachment of rural people to land, even of
agricultural labour households, makes them to hold even a small
piece of land. However, out of sheer necessity, some of the agri-
cultural labour houscholds might have sold their tiny pieces
over the period. As a result, the proportion of agricultural
labour households who-owned land declined from 12.6 per cent
in 1961 to a - mere 5.5 per cent. In 1971, proportion of house-
holds reporting ownership of land ranged between 14-2 per cent
in Karnataka and 2-2 per cent in Punjab and Gujarat. Thedecline
in the proportion was significant in Jammu & Kashmir where-
in the percentage declined from 37.5 in 1961 to 10.3 in 1971,
Karnataka, Andhra Pradesh, Assam and Bihar were other States
recording a considerable fall in the proportion. Correspondingly
the share of land in the total assets of agricultural labour house-
holds came down from 29.2 per cent in 1961 to 17.1 per cent in
1971. Still it continued to be over 25 per cent in Maharashtra,
Rajasthan and Karnataka. In respect of Tamil Nadu, Bihar,
and Kerala as against its share of 34.1 per cent, 27.7 per cent
and 24 .1 per cent in 1961 it declinedto 10.4 per cent, 8.5 per cent
and 7.0 per cent, respectively, in 1971,

B. Livestock

Though the number of households owning livestock increased
by about 38.6 lakhs, the proportion of cultivator households re-
porting this asset declined marginally from 89.3 per cent in 1961
to 87.6 per cent in 1971 (Table 5). Apart from the effect of
drought, floods and other natural calamities in some parts of the
country resulting in loss of livestock or forced sales thereof, parti-
cularly by cultivators with meagre means, the gradual increase
in the number of very small cultivators, due mostly to partition
of families, who would be unable to maintain livestock, possibly
might have led to the marginal decline in the proportion of house-
holds holding this asset. Lack of pasture lands could also be an
additional factor which discouraged rearing of livestock. The
proportion of cultivators owning draught cattle declined to 66.8
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per cent in 1971 from 67.6 per cent in 1961 while that in respect
of ownership of milch cattle increased, though marginally, to
58.0 per cent in 1971 from 57.8 per cent in 1961.

No data are available in regard to number of heads of live-
stock owned by a cultivator from any of the two surveys. How-
ever, on the basis of the data available from the census of livestock
it can be said that the rate of growth in the number of various
livestock, particularly heads of cattle and goats and sheep, was
well below the rate of growth in cultivator households during
the decade. It may, therefore, be presumed that there might
not be any rise in the number of cattle held by cultivator house-
holds, Consequently, the share of this asset in the total assets
dropped from 7.7 per cent in 1961 to 6.5 per cent in 1971,

Over the decade, the proportion of cultivator households re-
porting ownership of livestock declined in all the States except
Punjab, Jammu & Kashmir and Tamil Nadu wherein it showed
a rise. The decline in the proportion was perceptible in Orissa
and West Bengal and was around 2.5 percentage points in Assam
Bihar, Karnataka and Madhya Pradesh. Apart from the small
size of holdings, the floodsin Orissa and West Bengal, might have
led to the destruction of cattle which could not be replaced. Simi-
larly, the floods in Assam and Bihar and droughts in Gujarat and
Karnataka might have reduced the number of livestock in these
States. On the other hand, in Jammu and Kashmir, Punjab and
Tamil Nadu the cultivators invested in livestock like sheep and
milch cattle. It may also be noted that though the proportion
of owner cultivators showed a considerable increase in Kerala,
West Bengal and Bihar, there was a decline in the propotion of
cultivators owning livestock, the decline being more marked in
West Bengal. The share of livestock declined in almost all the
States. Inthe case of five States wherein its share was 10 per cent
or more in 1961 the decline was more than 3 percentage points in
Rajasthan, Madhya Pradesh and Assam. In Jammu & Kashmir
and Gujarat, the shares declined from 11.8 per cent and 10.1
per cent in 1961 to 11.1 per cent and 8.9 per cent, respectively,
in 1971. : .

In view of the positive measures taken by the various State
governments to provide subsidiary occupation like dairying,
poultry and pigrearing, etc., to agricultural labourers, there was a
fractional increase in the proportion of agricultural labour house-
holds reporting livestock in 1971. But for the drought and floods



14 RESERVE BANK STAFF OCCASIONAL.PAPERS

in some of the States during the last decade the increase in this
proportion could have been more.  The share of this asset in
the total assets increased from 9.6 per cent in 1961 to 12.3 per
cent in 1971 suggesting thereby that the agricultural labour house-
holds were opting for cheaper livestock like pouliry,pig or sheep
rather than milch cattle.. . Among the States, a sizeable increase
over the period in the proportion of households reporting livestock
was noticed in Bihar, Gujarat, Madhya Pradesh, Tamil Nadu,
‘Punjab and Rajasthan. Andhra. Pradesh, Assam, Bihar and
Punjab registered a significant increase in the share of livestock
in; the total assets of agricultural labour households over the
period. While in Assam the increase was from 8.8 per cent in
1961 to 13.8 per. cent in 1971, in Punjab, it increased from 14.7
percentin 1961to 19.7percentin 1971. In Gujarat, Jammu &
Kashmir, Kerala, Maharashtra, Rajasthan and West Bengal
the share of livestock in the total assets declined during the decade.

C. Implements and Machinery

" Data on implements and machinery are available separately
for three different categories, viz., (a) farm business implements,
(b) non-farm business implements and (c) transport equipment.
Proportion of households who owned these types of implements
declined during the period.The decline was quite sharp by about
13 percentage points in the case of non-farm business implements
as could be seen from Table 6. This would indicate that a large
number of cultivators had given up other vocations like weaving
or handicrafts due to stiffi competition from organised indus-
trial sector. -The decline in the proprotion of households who
owned farm implements from 95.1 per cent in 1961 to 87.3 per
cent in 1971, suggest that the-increased number of small farmers
did not have resources to own farm implements and also implies-
the sharing of implements by groups of small.cultivators. - With
the increase in the cost of maintenance of bullocks on the one
hand and the decline in the number of large farmers on the other,
the proportion of cultivator ‘households owning transport
equipment which was 31 per cent in 1961 did not show any
improvement by 1971 but actually declined to 30 per cent.

The share of this asset in the total value of all assets increased
fractionally over the period. Most of the increase was under
farm business implements, the share of which went up from 1.3
percentin 1961 to 1.8 per cent in 1971. Against the background
of a decline in the proportion of households by about 8 percentage
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points, the increase seems to be substantial and would indicate
that the cultivators have opted for mechanisation and pumpsets,
in view of increased irrigational facilitics, Further, availability
of credit facilities for purchase of these implements might have
also helped the cultivators to own them.

State-wise, the proportion of cultivators who reported farm
business implements declined in"all the States except Gujarat,
during the decade. The decline was more pronounced in Kerala,
Bihar, Assam, Andhra Pradesh, Tamil Nadu and West Bengal. In
most ofthese States the size of holding is very small and more over
most of the area is under paddy. In such conditions sharing
of the implements with other cultivators or hiring them would
be more economical than owning them. In Kerala where the
average size of holding is about 1.14 acres and where most of the
area is under rice, the proportion of households who owned
farm-business implements came down to 44.6 per cent in 1971
from 86.8 per cent in 1961. The increase in the proportion in
Gujarat may perhaps be due to the fact that nearly haif of the
cultivated area is under cash crops which are more remunerative
to farmers than food crops. In 1961, in as many as eight States
the proportion of households reporting ownership of non-farm
business equipment exceeded 20 per cent. Among these, in
Jammu & Kashmir and Assam such proportion was well over 55
per cent while in Punjab it was about 45 per cent. As against
this, in 1971, in no State the proportion of households reporting
non-farm business equipments exceeded 12 per cent.

There was no marked variation in the proportion of house-
holds reporting transport equipments during the decade. Only
in Uttar Pradesh and Punjab the proportion recorded an appre-
ciableincrease. In Uttar Pradeshitincreased from 34.5 per cent
in 1961 to 38.6 per centin 1971, Similar figures for Punjab were
47.0 per cent and 56.5 per cent, respectively. The rise in these
proportions may be attributed to construction of roads as also
establishment of more market yards. On the other hand, the
proportion came down to 37.1 per cent in 1971 from 45.2 per
cent in 1961 in Gujarat mainly as a result of sale of bullocks
during the drought period.

‘Implements and machinery accounted for 5 per cent or less
of the total assets in the year 1961 and whatever improvement is
noticed in its share in any of the States, is on account of addition
to farm implements. Thus, in Gujarat, Punjab, Uttar Pradesh,
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Biharand West Bengal the share of farm implements :showed
a significant increase. The decline of its share in some of the
States is, perhaps, due to selling of non-farm business imple-
ments. Though at a lower level, only in Tamil Nadu, the share
of implements and machinery improved from 2.9 per cent in

1961 to 4.3 per cent in 1971.

The implements of an agricultural labour household would
normally comprise small implements like spade or a hoe to in-
crease his employment prospects. But during the 10-year period,
many of them were forced to sell these articles, particularly in
States like Bihar, Kerala, West Bengal and Assam, where de-
mand for labour is seasonal. Another rcason for a decline
in the proportion of agricultural labour houscholds owning
these implements is mechanisation of agriculture in some parts
of the country. Thus, the proportion of agricultural labour
households owning farm business implements declined from
66.8 per cent in 1961 to 38.1 per cent in 1971 (Table 7). As
pointed out earlier, due to the gradual decline of handicrafts and
cottage industries, large number of households might have dis-
posed of non-farm business equipments during the decade. The
proportion of households who reported such implements declined
from 14.1 per cent in 1961 to a mere 4.0 per centin 1971. On
the contrary, a slight improvement of about 2 percentage points
in the ten-year period was noticed in those having transport
equipments. The small decline in the share of non-farm
business equipment in the total assets was made good by that of
transport equipment and hence the share of implements and
machinery in the total assets of agricultural labour households
remained at 1.8 per cent over the period.

- In five States, namely, Kerala, Jammu & Kashmir, Maharash-
tra, Rajasthan and Andhra Pradesh, the decline in the proportion
of agricultural labour households owning farm business imple-
ments was more than 40 percentage points during the period.
Extensive tractorisation of agricultural operation in Maharashtra,
Rajasthan and Andhra Pradesh would explain the declinein these
States. On the other hand, the preponderence of very small
cultivators who themselves would not have farm implements could
be the reason for the decline in the proportion in Kerala
and Jammu & Kashmir. The decline in the numberof agricul-
tural labour households inall these States except Andhra Pradesh
is also an indication of lesser demand for them by the cultivators.
In five other States, namely, Uttar Pradesh, Bihar, Karnataka
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Madhya Pradesh and West Bengal, the decline in the proporticn
was between 25 and 30 percentage points. Apart from mecha-
nisation in all these States, there was a considerable increase in
the number of agricultural labour households, except in Madhya
Pradesh, daring the period. In four other States, namely, Assam,
Tamil Nadu, Punjab‘and Orissa, the decline m the proportlon
was less than 20 points,

In 1961, the proportion of agncultural labour households
reportmg non-farm business equipments was h)ghest at 45.8
per cent in Jammu & Kashmir followed by that in Punjab and
Rajasthan at 38.5 per cent and 26.3 per cent, respectively.. In
Assam, Uttar Pradesh, Andhra Pradesh and West Bengal, the
States traditionally known for handicrafts and cottage industries,
it varied between 15 and 20 per cent in 1961. In five other States
it was between 10 and 13 per cent while in Tamil Nadu, Madhya
Pradesh and Gujarat, it was lower than 10 per cent. As against
this, in none of the States exceptin Maharashtra, this proportion
exceeded 10 per cent in 1971. The highest proportion at 15.2
per cent was recorded in Maharashtra while it was 2 per cent or’
less in Jammu & Kashmir, Kerala, Tamil Nadu and West Bengal.

In almost all the States there was an improvement, though
meagre, in the proportion of agricultural labour ‘households
reporting transport equipments like hand-carts, bullock-carts
etc. Only in Assam, Kerala and West Bengal, the proportion
showed a decline. The increase in the proportion during the
decade was significant in Jammu & Kashmir (nil to 9.7 per cent),
Punjab (17.8 per cent to 32.7 per c¢ent) and Uttar Pradesh (4 2
per cent to 10.6 per cent).

The share of implements and machinery in the total assets
of agricultural labour households which was insignificant in all
the States (varying between 3.7 per cent in Kerala and 1.2 per
cent in Karnataka) in 1961 declined further in-almost all the
States except Tamil Nadu, Orissa and Gujarat. While the
increase in Tamil Nadu (from 1.5 per cent to 4.0 per cent) was
significant, in the other two States the increase was fractional,
In Tamil Nadu, the share of both farm and non-farm implements
and transport equipments registered an increase. Among the
constituents of this asset, apart from Tamil Nadu, while share
of the farm and non-farm implements recorded a fall in most of
the States, in many States the share of the transport equxpment
recorded a fractional increase.
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D. Buildings

- For the AIDIS, separate data on buildings and vacant house
" sites were collected, whereas for AIRDIS both thesc items were
combined. together and it is not known how many of the house-
holds had only house sites in 1961, In the year 1971, there were
about 50 lakhs of households who reported vacant house sites.
The proportion of cultivator housecholds who reported buildings
and sites in 1961 was 98.9 per cent. In 1971, 98.4 per cent of
cultivator households owned buildings. The increase in the
share of cultivators in the value of this asset of rural households
from 84.2 per cent to 85.9 per cent during the ten-year period
might be due to additional structures like barns or cattle sheds
which. mlght have been put up by them.

The share of bulldmgs and house sites in the total assets
declined by about 2 percentage points to 16.8 per cent in 1971
(Table 8). In view of the differences in the age of the structure
and type of construction, the valuation of buildings at different
pomts of time is a difficult problem. ~

State-mse, there is virtually no change in the proportlon of
households reporting ownership of buildings over the period.
Whatever little decline in the proportion noticed -in most of the
States might, perhaps, be due to segregation of two sets of data,
namely, buildings and house sites in 1971 survey. The share of
buildings in the total assets declined in almost all the States.
The decline. was as sharp as 9.percentage points in Punjab,
followed by Uttar Pradesh (5.9 points) and Gujarat (3.6 points).
In .Kerala, on the other hand, its share.improved by 4 percentage
points,

In the year 1971, the number of houseless agricultural labour
households stood at 13.16 lakhs (or 11.7 per cent) as against
10.06 lakhs (or 10.2 per cent) in the year 1961. However, since
the date for the 1961 survey also include the data for those having
housesites only, there is a possibility that the number of houseless
households in the year 1961 could be larger. The share of this -
asset in the total assets, showed anincrease of about 7 percentage
points during the period and constituted a little over half of the
total assets. «

Among the States, the fall in the proportion of agncultural
labour houscholds reporting buildings was significant in Kerala
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Karnataka, Orissa, Rajasthan a‘mi&\g(est Bengal. In allﬁ;o

States, except Assam, there wer nal variation in he
proportion. In Assam, the propo mn:‘g‘o gfting
bulldmgs increased from 53. 3per oe&\ n 1; pe cent
in 1971. Such a large increase in the piepa tidd erhaps,,

workers with the assistance from provident fund deposits scheme
as is reflected from the large decline in their asset of deposits,
The share of this asset in the total assets of agricultural labour
households evinced a mixed trend in- the States. In four States
viz., Orissa, Uttar Pradesh, Punjab and Rajasthan its share
declined while in all other States there was an increase. The
variation in thé increase, except that in Assam, ranged between
6 percentage points in Maharashtra and 14 percentage points in
Jammu & Kashmir. In Assam, the share moved up from
16.9 per cent in 1961 to 40.8 per cent in 197I.

E. Durable Household Assets

- Thisitem comprises a variety of articles like utensils, watches,
furniture and gold ornaments. .Due to the nature and variety
of items and the age structure of assets covered under this head,
the possibilities of under-valuation of reported items and non-
reportmg of some of the items owned by households have to be
borne in mind.

The proportlon of households reporting these assets declmed
from 98.5 per cent in 1961 to 96.2 per cent in the year 1971
(Table 9). In other words, the number of cultivator households
who did not have any of the enumerated items of this asset
increased from about 7.5 lakhs in 1961 to over 21 lakhs in the
year 1971. An important factor that might have contributed to
such a large increase in the number of households without this
asset, probably, was the raising of the minimum limit for recording
the household articles.. In the 1961 survey, articles valued at
less than Rs. 5 were excluded from enumeration. This limit
was raised to Rs. 10 for the 1971 survey. The limit was raised
to allow for the price change over the period so that in real terms
the minimum limit remained the same and thus eomparabﬂlty
was mamtamed

The share of annnkln havaalhald ancatn ie +He total aSSetS
of the cultivator ho » nt in the year

1961 declined to 4.1 stated above,
= I
T JB11385

RAR
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due to.variety. of articles to be enumerated, the dlfﬁculty in
assessing the current value thereof might have resulted in consi-
derable under-reporting. It is also possible that the respondents
did not disclose the full extent of their. holdings of jewellery

and gold ornaments. -

State-wise, proportion of households reporting durable
household assets declined in almost all the States. The decline
was quite sharp of over 9 percentage points in Orissa and West
Bengal followed by that in Kerala of 7 percentage points. In
these States very small cultivators predominated. In Karnataka,
the percentage declined from 98.2 in 1961 to 94.4 in 1971.
Assam and Bihar were the other States wherein this percentage
came down by about 2 points. The share of durable household
assets in 1971 varied between 7.4 per cent in Rajasthan and 2.3
per cent in Punjab, as against the range of 10.5 per cent and 3.1
per cent recorded by Rajasthan and Maharashtra States in the

year 1961.

" The proportion of agricultural labour households reporting
household articles decreased from 94.0 per cent in 1961 to 90.2
per cent in 1971. The fall in the percentage is mainly on account
of raising of the limit for recording the articles for the survey
from Rs. 5in 1961 to Rs. 10 in 1971, as mentioned earlier.
The share of this asset in the total assets, however, increased by
about 3 percentage points to 13.4 per cent in 1971.

State-wise, the proportion of agricultural labour households
reporting household articles recorded a decline in all the States,
except Andhra Pradesh and Tamil Nadu wherein it indicated a
slight increase. However, the share of this item in the total assets
recorded an increase in all the States except in Jammu & Kash-
mir, Kerala, Punjab and Uttar Pradesh. The fall in the case of
Punjab might be due more to investments in other productive
assets like transport equipments and livestock. In the case of
Kerala, financial investments showed an improvement.

F Fmanclal Assets

The coverage of ﬁnanc1a1 assets was widened for AIDIS
by mcludmg items like annulty deposits, deposits with non-banking
companies, insurance premium, Chit fund and units of Unit Trust
ofIndia. These items together accounted for an average of about
Rs. 20 per household in 1971. If this figure is excluded, then the
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average value of financial assets increased from Rs. 36 in 1961 to
Rs. 98 per household in 1971 as could be seen from Table 10,
As a result of the growth in the business of co-operative insti-
tutions, spread of commercial bank branches in rural areas and
greater governmental efforts to attract small savings, the average
value of shares in co-operative institutions, savings with post
offices and dep051ts with commercial banks have recorded a
substantial increase.

The proportion of cultivator households reporting financial
investment, however, declined over theperiod from 26 per centin
1961 to about 24 per cent in 1971 presumably due to emergence
of small cultivators; the latter figure comprises of shareholders
(18 per cent) and depositors(6 per cent) of banks, as two distinct
groups unlikein the 1961 survey. However, it is likely that a very
large proportion of depositors would be having shares as well.
Hence, the proportion of households holding financial assets in
1971 was perhaps, less than what isindicated by the figures given
in thetable. The proportion of households reporting shares in
co-operative institutions came down from 23.2 per cent in 1961
to 17.7 per cent in the year 1971. However, there seems to be
considerable under-reporting against this item as the number of
members of primary agricultural societies alone increased by
about 114 lakhs or by 58 per cent during the period. On the
other hand, the propcrtion of households reporting deposits
with post offices and commercial banks showed some improve-
ment over the period.

The share of financial assets in the tctal assets improved
fractionally from 0.5 per cent in 1961 to 0.8 per cent in 1971,
Consequently, the share of cultivators in the total value of finan-
cial assets held by all rual households also improved from 63 2
per cent to 68.6 per cent in 1971.

Even though the scope of the item ‘deposits’ in the 1971
survey was widened, there was a decline over the period in the
proportion of households who reported financial assets, in Andhra
Pradesh, Jammu & XKashmir, Madhya Pradesh, Rajasthan,
Tamil Nadu and Uttar Pradesh (Table 11). The comparable
data available in respect of shares of co-operatives and banks
presented in Table 12 show that in Andhra Pradesh, Madhya
. Pradesh, Tamil Nadu and Uttar Pradesh the decline was mainly
due to fall in the proportion of those holding shares of co-ope-
ratives. On the other hand, in Gujarat and Punjab wherein the
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co-operative movement and commercial banki.ng has made con-
siderable progress, the variation in the proportions is due mainly
. to rise in the percentage of those who held shares of co-operatives

and banks.

Possession of financial assets by agricultural labour housc-
holds is generally rare since their income is too smallto allow for
any savings. Still in the year 1961 there were about 7.3 per cent
of them or about 7 lakh households who held shares and deposits.
However, during the ten-year period this percentage declined to
around 4 per cent (if those owning shares did not have dey osits
and.vice versa) and at the most about four-and-a-half lakh
households had financial investment. Consequently, the share
of this asset in the total assets which was 1.8 per cent in 1961
came down to 0.9 per cent in the year 1971.

In the year 1961, the proportion of agricultural labour house-
holds reporting financial investment was highest at 49.8 per cent
in Assam followed by 37.5 per cent in Jammu & Kashmir and
24.7 per cent in Punjab. In six other States, viz., Andhra
Pradesh, Kerala, Tamil Nadu, Karnataka, Uttar Pradesh and
‘West Bengal the proportion 'was between 5 and 10 per cent. In
all other States, the proportion was quite negligible.” During the
ten-year period the proportion declined in all the States except
in Kerala.. The decline in most of the States, except Assam whe-
rein the proportion was significant was perhaps, dueto withdrawal
of shares from industrial co-operatives or weaving societies. In
Kerala, 13.5 per cent of households had deposits and 4.7 per
cent had shares in 1971 as against 8.4 per cent of households
having both these types of investments in 1961.. Relatively large
increase in this proportion in this State might perhpas be duc to,
apart from popularity of chit funds and small local banks, re-
mittances received from the members of the households who ar:
employed outside the State. In view of this large increase, the
share -of this asset in the total assets in Kerala moved up from
2.5 percentin 1961 to 24.7 per cent in 1971. On the other hand,
the proportion in Assam declined from 44.3 per cent in 1961 to
12.9 per cent in 1971 perhaps due to, as stated before, withdrawals
from rrovident fund deposits for construction of houses.

G. Dues Receivable

Both the proportion of cultivator households reporting and
the share of dues receivable in the total assets recorded a fall
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during the decade. The decline was more pronounced in the
case of dues receivable in cash. The proportion of households
reporting dues receivable in cash declined to 4 per cent in 1971
and its share in the total assets fell from 1.3 per cent in 1961 to
0.3 per cent in 1971 (Table 13). In absolute terms the number
of cultivators who reported this asset declined from 49 lakhs in
1961 to 20 lakhs in 1971.

The marked decline in the proportion of cultivators reporting
dues receivable both in cash and kind is primarily as a result of
statutory restrictions on moneylending business. Also, with a
view to improvingthe yield from land a cultivator would be
inclined to reinvest his savings in improvement of agriculture,
rather than lending it to others. Further, the period of canvas-
sing the schedules for the two surveys was different. 1In the case
of 1961 survey it was post-harvest time i. e., December
1961, while for 1971 it was pre-harvest i. e., June 1971. In the
year 1961 the percentage of households reporting dues receivable
in cash exceeded 10 per cent in as many as seven States. As
against this, in none of the States it exceeded 7.5 per cent in
1971. Inthreec of the States, namely, Kerala, Punjab and Tamil
Nadu more than 15 per cent of the cultivator households reported
cash loans receivable in 1961; for the year 1971 this percentage
ranged between 4.1 per cent and- 7.2 per cent. In all these
States agricultural technology showed considerable development
during the decade. 1n none of the States the percentage of
houscholds reporting dues receivable in kind exceeded 3.5 per
cent in 1961 and even this percentage came down in 1971.

The foregoing discussion on trends in asset pattern could
well be summed up by analysing the concentration ratios since
the distributional pattern among the households is a reflection
of the data already analysed.

The concentration of assets among cultivators and all rural
houscholds showed only a marginal change, but in- opposite
direction. The concentration ratio (CR) for

Change in con. CUltivators, based on Lorenz Curve, decreased
centration of ~ from 0.5976 in 1961 to 0.5847 in 1971 for the
assets holdings® country as a whole, suggesting a relatively more
equitable distribution of assets over the decade.

On the other hand, among all rural households, there was slight

9 For a statistical interpretation of the variations in the concentration ratios
please see ““Inequalities in Asset sttnbutlon of Rural Households” pubhshcd
in Staff Occasional Papers, Vol. 1, June 1976, - : :
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increase in inequality as evidenced by the rise in CR value from
0.6524 in 1961 to 0.6551 in 1971 (Table 14). | :

One of the aims of government policies is the reduction in
inequalities of wealth and income in the society. Sustained
efforts were, therefore, made to raise the income levels, which in.
turn would have improved the asset position of relatively poor
cultivators. Some important measures towards this end were
firstly, the land reforms aimed at “making the tiller of the soil”
the owner thereof and thus inducing him to earn more from land.
Secondly, efforts were made to bring within the reach of smaller
cultivators the various physical inputs required for farm ope-
rations, to increase the institutional credit and to improve its
availability to cultivators with small means and to provide and
regulate the marketing facilities for agricultural produce. Besides
these, efforts were made to establish industrial units in rural areas
and to promote small and village industries through fiscal and
other incentives which would have increased the employment
and income prospects of rural households. On the other hand,
land values increased markedly and those who owned it gained
much more than those without it, thus widening the disparities
between land owners and others. Though efforts were made
to improve the position of small -and marginal cultivators, the
task was so enormous that they have yet to secure the full ad-
vantage of the scheme. Cultivators with medium and large
holdings were relatively in a better position to obtain the benefits
therefrom quickly. Further, existence of a large proportion of
non-cultivator households with productive assets of negligible
value and with all the uncertainties -of rural employment is a
major bottleneck in attaining visible reduction in the unequal
distribution of assets among rural houscholds,

. Stqte-wise, the inequality has relatively increased during the
period in six States.” Among these, the gap widened substantially
in Punjab, Orissa, Gujarat, West Bengal and Rajasthan. In res-
pect of Punjab, Gujarat and West Bengal the increase was more
due to wider inequality among the non-cultivators. But in the
absence of data on the composition of non-cultivators it is not
pqssible to specify the factors that have led to inequality among
thlg class of rural households. In two of these States, namely,
Gujarqt and West Bengal, the number of non-cultivator house-
holds increased by 49.3 per cent and 28.1 per cent, respectively,
over the period. In Rajasthan, the benefit of new agricultural
technology would seem to have accrued disproportionately to the
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bigger cultivators. In Orissa, the inequality seems to have wide-
ned, perhaps, due to the increase of uneconomic holdings; the
number of cultivator households increased by 19.1 percent during
the decade thus bringing down the size of holding from 5.03
acres in 1961 to 3.39 acres in 1971.  So also in Karnataka, the
rural households increased by about 24 per cent; the rise in the
number of non-cultivator households being 45 per cent, during
the period. ' "

"In the other nine!® States the concentration values in
respect of rural households declined over the period. 1n all these
States there was a comparatively more equitable distribution
among the cultivator households. Of these, in Uttar Pradesh,
Tamil Nadu, Andhra Pradesh, Bihar and Kerala the co-efficient
of concentration declined considerably. These are the States
where in small cultivators predominated. These cultivators might
have benefited through the efforts of the governments to bring
within their reach various farm inputs, coupled with benefit derived
from private irrigation facilities enabled through institutional
credit and power supply. InJammuand Kashmir, the co-efficient
of concentration at 0.4659 was the lowest among the States in
1961 and this ratio declined still further to 0.4235 in 1971 indicat-
ing more equitable distribution of assets. In Madhya Pradesh
and Mabharashtra the variation in the concentration value was
marginal, :

* SECTION 1If

Comparative Position of ‘Poor’ Households, 1961-1971

It is proposed to examine in this section how the rural ‘Poor’
have fared during this ten-year period. The total value of
assets owned by a rural household is taken as the basis for defin-
ing the ‘poor’ household in the absence of any other criterion.
Thus, those households having total assets of, say, less than
Rs. 2,500 in the year 1971 have been taken to represent rural
‘poor’t, But in view of about two-fold increase in the general
prices during the decade, it may be appropriate to take
households with less than Rs. 1,000 of assets in the year 1961 as
representing poor households for comparison with 1971. In the

10 Jammu & Kashmir, Madhya Pradesh, Uttar Pradesh, Maharashtra,
Karnataka, Tamil Nadu, Bihar, Andhra Pradesh and Kerala.

11 For further details sce Section 4 of the Monograph on “Assets of Rural
Houscholds” recently published by the Bank. - o
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following paragraphs, therefore,” data’ on proportlon of house-
holds reporting and the share of each of the assets in the total
assets of rural households with assets of less than Rs. 1,000 in the
year 1961 are compared with those of rural households with assets

of less than Rs. 2,500 in the year 1971.

During the decade the total number of poor rural hou seho]ds
increased by 64 lakhs to 2.71 crores and this formed not less than
35 per cent of the total rural households in 1971
Growth in ° as against 30. 1 per cent in 1961 (Table 15). Apart
;,';‘}:; House-  from the impact of inflationary rise in prices on
' their asset posmon during the decade, the other
factors could be: (a) partition of joint Tamilies, (b) drought or
flood conditions in some of the Startcs, (c) Seasonality of agricul-
tural operations in some States thereby keeping the labourers
-without any employment during the off-season and (d) Inade-
quate growth of small industrial units in rural areas which could
provide employment opportunities. On the other hand, adop-
tion of new agricultural strategy in a few of the States like Punjab,
Uttar Pradesh and Bihar had restricted the growth in the number
of rural ‘poor’ households in these States. The percentage of
cultivator households among these ‘poor’ households declined
slightly from 39.5 per centin 1961 to 38.1 per centin 1971, though
in absolute terms their number increased by about 22 lakhs in the
decade. Consequently, the percentage of non-cultivator house-
holds increased from 60.5 per cent to 61.9 per cent or by about
42.6 lakhs households. However, it is not possible to know the
extent of increase of agricultural labour households in this group
as asset group-wise data for this category of households are not
available for 1961-62. The cultivator households in this group
could also well be categorlsed as agricultural labourers as their .
major source of incomeis from farm and non-farm employment
except for personal cultivation of a tiny piece of land. Similarly
among the non-cultivator households, artisans or village craftsmen
like weavers, blacksmiths, potters, carpenters, brick layers, etc.
producing some traditional products for limited local market
have to supplement their income from some kind of wage employ-
ment due to low productivity. Thus, almost the entire group
in this category of ‘poor” households, though for survey Furposes
were categorised as cultivators, agricultural labourers and artisans, .
would comprise labourers. depending mostly on employment
available locally. Very few among the non-cultivator households
would be those living on remittances from their rclanves or as
low paid village servants, . .
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State-wise, out of the seven States'2in which the ‘poor’® house-
holds formed 30 per cent or more of the total rural households
in 1961, the increase in their number was highest by 13 percent-
age points in Orissa ‘and Tamil Nadu. In two other States,
viz., Andhra Pradesh and West Bengal the increase was 9.0
percentage points and 7.9 percentage points, respectively. While
in Kerala the percentage declined by over 6 points,in Maharashtra
and Bihar the increass was nominal. In five other States the per-
centage of ‘poor’ house-holds in the ‘total rural households
ranged between 20 and 30 in 1961. Of these, only in Karna-
taka it increased from 24.1 per cent in 1961 to 37.1 per cent -
in 1971. In Assam and Gujarat the increase was of 6.0 per-
centage points and 7.1 percentage points, respectively, while
in Madhya Pradesh and Uttar Pradesh the increase was nominal
at 1.2 points. In Punjab, Rajasthan and Jammu & Kash-
mir the percenfagé of poor households was low (below 20
per cent) in 1961 and the increase durmg the perlod was also
less than 3 percentage points.

Over the’ period, there was nearly a three-fold increase in the
number of ‘poor’ households who did not have any of the enume-
Pattern of rated assets and their number stood at 2.98 lakhs

¥ . intheyear 1971 (Table 16). . Such a large increase
Ef,i.i?h‘.’,‘.d‘s","" was mostly accounted for by States like Andhra
Pradesh, Gujarat, Karnataka, Kerala, Orissa
and West Bengal. Among the various reasons that could have
led to such a large increase, mention may be made of (a) emer-
gence of very small tenant cultivators during the period, (b) in-
crease in the number of casuval labourers and (¢) drought and
flood cenditions in some parts of the country. Onthe other hand,
in Maharashtra wherein, small industrial complexes were being
- developed in the various parts of the State, the number of ‘poor’
households who did not have any of the enumerated assets dec-
lined from 15,500in 1961 t0 10,640 in 1971. In.Assam too, where
teaplantations provide sizeable employment, the number of ‘poor’
households without any asset declined. from 1,800 in 1961 to 700
in 197].

The analysis of the pattern of assets of the ‘poor’ households
shows the importance of fixed asscts like land and buildings.
» Land formed about 25 per cent of the total assets
AllIndia of this class. Both these assets together formed

about two-thirds of the total assets of the ‘poor’

12 Orissa, Tamil Nadu, West Bengal, Andhra Pradesh, Bihar, Maharashtra
and Kerala,
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households in 1961 and this percentage moved up still further
in 1971 (Table 17). In spite of the decline by about a percentage
point of cultivator households in this group, the proportion of
households who owned land showed a slight increase frcm 27.5
per cent in 1961, taking together those who had land under special
rights and those who held owned land, to 30.5 per cent in 1971,
In absolute terms their number increased by about 26 lakhs. As
a result of rise in the percentage of households owning land, the
share of this asset also went up from 18.2 per cent in 1961 to
about 24.5 per cent in 1971. The proportion of households
reporting other fixed asset, namely, buildings showed very little
variation during the period, but the number of houseless house-
holds increased from 23,35 lakhs in 1961 to 41.43 lakhs in 1971,
Many of these houseless households might be those who had turned
agricultural labourers 'without any fixed habitation. The share of
buildings in the total assets moved down by 4 percentage points.
during the period. A decline of one percentage point was noti-
ced in the proportion of those who owned livestock and it moved
down to 49.9 per cent in 1971. Though the number of ‘poor’
households who owned livestock increased by about 30 lakhs
during the period, only in a very few States, as it is observed
later, the various government schemes relating to dairying or
poultry farming or piggery had covered these poor people. The
slight decline of about 2 percentage points in their share in total
assets suggests that most of the households who owned this asset
had a comparatively higher proportion of low value animalsin1971.
In respect of the other productive asset viz., implements and ma-
chinery, the proportion of households reporting both the farm and
non-farm implements decreased during the period, the fall in farm
implements being quite substantial of about 22 percentage points.
In the case of transport equipments the proportion of households
reporting it increased, though nominally, from 3.8 per cent in
1961 to 4.2 per cent in 1971. In absolute terms there was an in-
crease of about 3. 5lakh households who owned these equipments.
But considering the share of this asset in the total assets (0.9 per
cent) these equipments might be indigenous handcarts or at the
most bullock carts. When compared to the variation in the pro-
portion of households reporting buildings, the fall from 93,8 per
cent in 1961 to 90.1 per cent in 1971 in the proportion of house-
holds having durable household goods appears to be significant.
The number of households without any article worth Rs. § in
1961 or worth Rs. 10 in 1971 more than doubled from 12.81
lakhs in 1961 to 26.81 lakhs in 1971. Consequently, the share
of this asset in the total assets fell from 14.6 per cent in 1961 to
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13.9 per cent in 1971, Although the importance of holding of
monetary assets was quite insignificant, it is pertinent to note
that the decline in the proportion of households who held financial
assets was quite small. However, in the absence of break-up
of the data for the year 1961 according to shares and deposits, it is
not possible to draw any conclusion. More detailed analysis of
the pattern of assets of these ‘poor’ households on statewise
basis is given in the following paragraphs,

For purposes of analysis of inter-state variations in the asset
pattern, the States could be clubbed into four different groups.on
. the basis of percentage of cultivator households
State-wise in the ‘poor’ households in the year 1971 (please
see Table 15). Thus, Kerala, Jammu & XKash-
mir, Assam and Rajasthan would form group [ wherein the per-
centage of cultivator households was above 55 per cent. In
group II are States of Orissa, Bihar and Madhya Pradesh wherein
the percentage of cultivator households ranged between 49.4
per cent and 54.4 per cent in the year 1971. Five other States
viz., West Bengal, Uttar Pradesh, Karnataka, Andhra Pradesh
and Tamil Nadu would form group III with the percentage of
cultivator households between 27.5 per cent and 37.7 per cent.
In the last group, are States of Maharashtra (24.8 per cent of
cultivator households), Gujarat (16 4 per cent) and Punjab (5 0
per cent). .

. Among the group I States, in Kerala, though there was size-
able increase in the proportion of households reporting land
(from 34. 6 per cent in 1961 to 65.9 per cent in 1971) in view of the
less than a quarter of an acre of owned land per cultivator house-
hold the complementary assets of implements and machinery
evinced a marked decline during the period when compared with
other three States in this group (Table 18). The proportion of
households reporting other productive assets like livestock and
transport equipments also moved down contrary to the trend in
Jammu & Kashmir, Assam and Rajasthan. On the other
hand, proportion of households reporting buildings and house -
sites in Kerala and Assam showed an improvement.. In Assam,
though the percentage of cultivator households among the ‘poor’
increased by ten points during the period, the proportion of house-
holds reportmg owned land increased moderately from 28.0
per cent in 1961 to 35.6 per cent in 1971, thus suggesting emer-
gence of very small tenant cultivators. This is reflected in the
proportion of thosc reporting farm implements. But the impro-
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vement in the proportion of households reporting other produc-
tive assets like livestock or transport equlpments as also relatively
lesser decline in the percentage of those reportmg durable house-
hold goods would indicate that the ‘poor’ households of Assam
were better off than their counter-parts from Kerala. The pattern
of assets in Jammu & Kashmir was mostly similar to that in
Rajasthan except that the proportion of households reporting
owned land slightly declined in Jammu & Kashmir (if those
owning land did not have land under special rights in 1961) and
the proportion of households reporting durable household articles
slightly increased as against a fall of about § percentage points in
Rajasthan. The ‘poor’ households from Jammu & Kashmir
could depend on tourists to the State for extra income in addition
to the cultivation of small piece of land either of their own or

leased in.

Since cultivator households were in majority in group I,
naturally the share of land in the total assets of the ‘poor’ housc-
holds showed a sizeable increase except in Jammu & Kashmir,
where it slightly declined (Table 19). While the shares of all other
assets in Kerala came down during the period, the shares of lives-
stock and durable household assets in Assam and that of
livestock in Rajasthan indicated a small inerease. - In Jammu
& Kashmir. where cultivation appears to be a secondary occu-
pation of the ‘poor’ the shares of durable household goods and
ﬁnancnl assets showed a rise during the perlod

\ In group II States v1z Orissa, Blhar and Madhya Pradesh
the percentage of cultlvator households in the total of ‘poor’
households formed 54.4 per cent, 51.3 per cent and 49.4 per cent,
respgctive]y, in 1971. 1Inthe case of Orissa and Bihar the increase
inthis percentage during the period was larger than that in Kerala
by 24 and 19 percentage points, respectively. Even then the varia-
tion in the proportion of households reporting owned land in’
these two States was quite small when compared to that in Kerala.
This propomon moved from 30.7 per cent in 1961 to. 47.1 per
cent in 1971 in the case of Orissa and in Bihar from 32.6 per cent
to 39.% per cent. So also, variations in the proportion of house-‘
holds yeporting complementary and productive assets like-im-
plements and machmery and livestock for which the proportions
of households reporting were relatively larger in 1961, were much
less during the period as these households had mamly to rely on
cultivation. However, the decline in the proportion of house-
holds reporting durable household assects from 91.9 per cent
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in 1961 to 80.3 per cent in 1971 in Orissa when compared to the
variation from 98.4 per cent to 95.7 per cent in the case of Bihar
reveals the extent of poverty in Orissa. In Orissa, nearly one-
third of the ‘poor’ households had assets of less than Rs. 500
in 1971. In Madhya Pradesh, the proportion of households re-
portlng owned land increased from 26.8 per cent to 38.3 per cent
in 1971, the increase bemg more than that in many of the States
from group I.- Slight increase in the proportion of households
reporting non-farm business and transport equipment indi-
cated that some of these people pursued subsidlary occupa-
tions. This is reflected in the improvement in the proportion
of those reporting household goods a.lso

Land and buildings together continued to be predominant
assets of the ‘poor’ households in Orissa and Bihar. Inboththe
States, these two assets accounted for more than three-fourths
of the assets of the households.  Shares of all other assets except
that of livestock in Orissa moved down during the decade. In
Madhya Pradssh, the share of buildings came down from 40.6
per-cent in 1961 to 38.3 per cent in 1971. Correspondingly,
though the share of livestock and durable household assets dec-
lined during the period their share in the total assets formed a
sizeable portion when compared with those in Orissa and Bihar.
The share of financial assets in Madhya Pradesh 1mproved from
O 4 per cent in 1961 to 2.2 per cent in 1971. ‘ -

Group III comprlsed West Bengal, Uttar Pradesh, Karnataka,
Andhra Pradesh and Tamil Nadu. In these States, the percent-
age of cultivator households in the ‘poor’ households was between
27.5 in Tamil Nadu and 37.7 in West Bengal in 1971. In
all these States this percentage had declined over 1961, the decline

“being quite substantial of 6 percentage points in Uttar Pradesh
and Tamil Nadu. Despite ‘the fall in the percentage of
cultivator households in these Statesthe proportlon of house-
holds owning land showed an increase in West Bengal,
Karnataka and -Andhra Pradesh, perhaps, as a result of parti-
tion of families. The fall in the proportion of households repor-
ting ownership of dwelling was perceptlble in- ‘West Bengal and
Andhra Pradesh mostly due to large increase in the number of
casual labour households in this group. In none of these States,
except Tamil Nadu and Karnataka the proportion of households
reporting livestock showed any lmprOVement during the period
and the fall therein was considerable in West Bengal. In Tamil
Nadu, the percentage of ‘poor’ houscholds reporting livestock
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moved up from 36.5 per cent in 1961 to 41.5 per cent in 1971,
As regards implements and machinery, while the fall in the pro-
portion of households reporting farm implements was relatively
larger than in the States in the earlier groups, in Tamil Nadu
and Uttar Pradesh the decline in the households reporting non-
farm business implements was relatively low. In Uttar Pradesh
and Karnataka the percentage of those having transport . equip-
ments increased from 4.6 per cent and 1.9 -per cent in 1961 to
12.7 per cent and 5.0 per cent in 1971 and this increase was
considerable when compared to the increase in other States.
In West Bengal, however, such proportion slightly moved down.
The trend in proportion of households. reporting durable house-
hold goods was, however, the opposite as in three of the States
viz,, Jammu & Kashmir, Andhra Pradesh and Tamil Nadu,
this proportion moved up during the period. Only in West
Bengal the proportion fell by about 16 percentage points while
that in the case of Uttar Pradesh the decline was nominal.

‘The share of fixed assets, land and buildings formed about
70 per cent of the total assets in West Bengal in 1961 and their
share moved up further to 74.1 per cent in 1971. Among the
other States, while in Uttar Pradesh the percentage of livestock
in the total assets of these people moved up from 11.7 per cent
in 1961 to 14.9 per cent in 1971, despite the decline “in -the pro-
portion of households reporting -this asset, in the southern
States of Karnataka, Andhra Pradesh and Tamil Nadu the
shares of durable household goods and financial assets indicated
a small increase. :

In the last group of States of Maharashtra, Gujarat ‘and
Punjab, the non-cultivating households formed more than three-
fourths of the total ‘poor’ households. In Punjab, the percentage
of non-cultivators was around 95 in 1971 as against 87.1 in
1961. The tendency to retain land by the ‘poor’ is discernible
in Maharashtra from the proportion of ‘households repor-
ting this asset which showed an improvement. In the case
of the other fixed asset viz., buildings, only in Gujarat
there seemed to have been a fall during the period. The per-
centage of households reporting livestock showed an improve-
ment in Punjab and Gujarat while it declined marginally in
Maharashtra. In the first two States, dairying was an important
subsidiary occupation. The upward variation in other produc-
tive assets like non-farm business implements and transport
equipments suggested that these poor houscholds did try to
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supplement their income. In Punjab, the percentage of house-
holds owning transport equlpment 1mproved from 15.3 per cent
in 1961 to 25.8 per cent in 1971.

In Gujarat and Punjab half of the assets of ‘poor’ households
continued tc be in the form of dwellings and in Maharashtra its
share moved up from 44.0 per cent in 1961 to 46.9 per cent in
1971. The share of livestock and also that of transport equip-
ments in Punjab lmproved over the period as agalnst a decline
in both these assets in Maharashtra and Gujarat. ' In Gujarat,
the decline in the share of livestock becomes conspicuous in the
light of increase of three percentage points in the proportion of
households reporting this asset. However, there was an im-
provement in the shares of durable houschold goods and also
financial investment in Maharashtra and Gujarat.

On the basis of available data on the value of assets of the
‘poor’ households at these two points of time, it is not possible
to guage the degree of deterioration or otherwise in their position
during the ten-year period. But the fact that there was nearly
a three-fold increase over the period in the number of households
without any of the enumerated assets and also that about 27
lakhs of them did not have any household article worth rupees
ten in 1971 as against 12 lakhs without any household article
worth more than rupees five in the year 1961 reveals the extent
of poverty among these households. Another point worth
mentioning in this respect is that about 41 lakhs of households
did not have a shelter ‘of their own in 1971 as agamst 23 lakhs
in 1961.

SECTION 1V
Conclusions

Changesinthe asset holdings of the rural households over
the 10-year period could not be correctly measured as the adjust-
ment in the values of assets in 1971 was rendered difficult for want
of suitable price indices for different items of assets. Also the pat-
tern of assets would generally be influenced by the pattern of in-
come and expenditure during the 10-year period. However, these
data have not been collected for the intervening period between
1961-62 and 1971-72. Further, cash held by the rural house-
holds is not known as these data also were not collected in both
surveys. Subject to these limitations the following conclu-
sions may be drawn. -
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(1) ‘Partly due to land reforms introduced in several States
and partly on account of “Bhoodan Movement,” there was -an
increase in land owning cultivators in most of the States, notably
in Kerala, Bihar, Punjab, Tamil Nadu and West Bengal. ~ Apart
from the general rise in price level, the value of asset, ‘land,
got enhanced to the extent of increased application of inputs like
irrigation, fertilisers, pesticides, high yielding varieties of seeds,
etc., which contributed towards increased productivity. Both
these factors were mainly responsible for the increase in land
values and nearly two-thirds of increase in the value of total
assets was accounted for by land in Punjab, Uttar Pradesh.
Madhya Pradesh, Bihar, Maharashtra, Rajasthan and Andhra
Pradesh. : ‘

(2) The growth in non-cultivator households by 16.3 per
cent between 1961 and 1971 was much faster than that of 10.6
per cent in the case of cultivator households. Increase in the
number of agricultural labourers by 14 per cent was somewhat
less than the growth .rate of.non-cultivator households. In
Gujarat, Karnataka, Tamil Nadu and West Bengal the increase
in agricultural labour households ranged between 43 per cent
and 84 per cent.. This would indicate either the loss of owner-
ship of land for very small and marginal farmers who were com-
pelled to sell their land or the new rural households turned
into  agricvltural labourers in the absence of other avenues
of employment. .

(3) Despite the increase in the proportion of households
reporting the asset ‘land’, the proportion of households reporting
complementary productive assets like livestock and implements
and machinery declined over the period particularly so in States
like West Bengal, Bihar and Kerala wherein small sized holdings
predominated. However, the small increase in the share of
farm business implements in the total assets would suggest that
bigger cultivators had invested more in mechanised implements
like tractors or pumpsets. ‘ ' '

. (4) The number of cultivator households who did not have
any of the household articles on the basis of minimum value
(Rs. 5 in 1961 and Rs. 10 in 1971) increased from 7.5 lakhs in
1961 to well over 21 lakhs in 1971. - Perhaps, these are the house-
holds with very small acreage under cultivation and following the
traditional mode of cultivation like those in Orissa or Madhya
Pradesh. During the ten-year period, the number of cultivator
households who can be classified as ‘poor’ increased by about
22 lakhs to 103 lakhs. | h ’
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N(S) As. a result of the growth of co-operative institutions,
opening of commercial bank branches in rural areas and greater
governmental efforts to attract small savings, investments of
cultivators in financial assets showed a substantial increase.
Consequently, the share of cultivators in the total value of these
assets held by all rural households improved from 63 2 per cent
in 1961 to 68.6 per cent in 1971,

(6) It was observed that the growth in the non-cultivator
households was faster than that of cultivator households
during the period and this increase was more in the cate-
gory of agricultural labourers, particularly in the States of
Gujarat, Andhra Pradesh, Karnataka, West Bengal and
Tamil Nadu. However, in the absence of comparative data
on average value of assets it is not possible to say whether
this increase in their number has resulted in deterioration
of their economic condition. But, the foregoing discussion
brings out the following facts. (a) The number of houseless
agricultural labour households increased from 10.5 lakhs in
1961 to 13.2 lakhs in 1971. As the data for the ‘year 1961
include those having house sites also the increase in the number
of houseless households would not be that much larger. (b) The
number of agricultural labour households without any house-
hold article (worth Rs. 5 in 1961 and Rs. 10 in 1971) nearly
doubled from 5.9 lakhs in 1961 to 11.0 lakhs in 1971. The in
crease in their number was quite large in States like West Bengal
Assam, Orissa, Kerala and Uttar Pradesh. (c) Durmg the decade,
a sharp decline in the proportion of those owning farm and non-
farm implements was noticed. On the other hand, some im-
provement was observed in the percentage of those having trans-
port equipment, particularly in the States of Maharashtra and
Punjab. (d) As a result of positive measures taken by State
Governments to encourage themto take up to rearing of live-
stock, in many States improvement in the percentage of those
having this asset was noticed. But judging from the small
share of this asset in the total assets of these people, it could
be said that they opted for low priced animals like sheep rather
than milch cattle.

(7) The number of poor rural households!® increased by 64
lakhs during the decade to 2.71 crores in 1971.  Nearly 27 lakhs
of them did not have any household article worth Rs. 10 in 1971,
as against 12 lakhs without any article worth Rs. 5 in 1961. °

197113 With assets of less than Rs, 1,000/- in 1961 and Rs. 2,500/- in the year
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(8) The number of houseless ‘poor’ households increased
from 23 lakhs in 1961 to 41 lakhs in 1971. The position of these
-‘poor’ people was more acute in States like Orissa, Assam, Kar-
nataka, Andhra Pradesh and Kerala as these people could not
find any employment during off season due to lack of development
of industrial complexes or slower growth of new agricultural

technology.

-(9) . The gap between the asset level of cultivators and non-
cultivators which was already substantial in 1961, widened further
.in 1971. Thus, out of six States wherein the inequality among the
‘rural households relatively increased during the period, it was
more due to wider inequality among non-cultivators in Punjab,
Gujarat and West Bengal. On the other hand, in five other
States viz., Uttar Pradesh, Tamil Nadu, Bihar, Andhra Pradesh
and Kerala, the decline in the co-efficient of concentration was,
perhaps, due to benefits accrued to small cultivators from the
availability of farm inputs coupled with benefits derived from
private irrigation facilities secured through institutional credit and

electric power supply.

, .(10) To recapitulate, while a comparatively more equitable
“distribution of assets was noticed in the case of cultivator house-
_holds in many States, the inequality among all rural households
widened further. This may be because that while ceiling on
ownership of land and transfer of ownership to tenants reduced
the possibilities of concentration of ‘assets amcng the small pro-
‘portion of cultivator households, existence of a larger proportion
of non-cultivator households particularly among the category of
agricultural labourers with productive assets of negligible value
and with uncertain prospects of rural employment, was a major
bottleneck in attaining visible reduction in the unequal distribu-
tion of assets among rural households. ‘ .

The solution seems to be an integrated village development
plan for bridging the gap between the two sectors viz., the cul-
tivators and non-cultivators of the rural economy. Simul-
taneously with attempts to improve the productivity of land,
diversification of economic activity in the villages by providing
.sufficient employment opportunities to agricultural labourers,
should .be encouraged. Small agro-based industries, workshops
for maintenance of implements and machinery, house building
activity, village road construction, etc., are other schemes which
could provide adequate employment to rural people duringthe
off season. o - .



'TABLE 1-—COMPOSITION OF RURAL HOUSEHOLDS, 1961-1971

No. of Rural House- Cultivator % in- Non-culti- % incre- Agricultu- % incre- = Agricultu-
holds households crease vator house- ase or  ral labou- ase or ral labou-
—as % of rural or decr- holds as ¢} decre- rersas % of decre- rers as 9, of
1961 1971 %[ in- households ease(—) of rural . ase(—) non-culti- ase(—) rural house-
crease in incul- households in in non- vatorsin.  in agri- holds in
or ————— tivator cultji- ———————cultural —- —
States decre- house- vator " labou-
in in ase(—) 1961 1971 holdsin 1961 1971 house- 1961 1971 rersin 1961 1971
(000’s)  (000°s) in 1971 holds 1971 -
1971 over in 1971 over
over 1961 over 1961
1961 : : 1961
. 1 2 3 4 5 6 7 8 9 10 11 12 13 14
1. Kerala .. .. 2503 2604 4.0 80.5 89.7 16.0 19.5 10.3 —45.2 46.4 37.3 —55.9 9.1 3.8
2.  Assam* .. .. 2043 1937 —5.2 75.4 81.6 —2.6 24.6 18.4 —29.0 40.8 35.0 —39.0 10.0 5.9
3. Orissa .. .. 3347 . 3672 9.7 71.1 77.2 19.1 28.9 22.8 —13.3 67.2 55.6 —31.4 19.4 12.1
4. Madhya Pradesh .. 5628 5915 5.1 178.6 82.0 9.6 21.4 18.0 —11.4 70.1 57.3 f—27.6 15.0 :,'10-3
5. Jammu & ( N ‘ :
Kashmir .. .. 532 558 4.9 91.2 93.9° 80 838 6.1 —27.7 6.4 11.8 33.3 0.6 0.7
6. Bihar .. o 7639 8630 13.0 78.2 80.4 19.9 21.8 19.6 1.3 58.8 68.2 17.5 12.8 13.4
7. Maharashtra .. 5520 5994 8.6 68.2 68.6 9.3 31.8 31.4 7.1 69.7 63.1 —3.0 22.2 19.8
8. Rajasthan 3134 3131 —0.1 86.7 86.8 Neg. 13.3 132 —1.0 39.1 249 —-36.8 5.2 3.3
9. West Bengal o 4923 6081 23.5 67.0 65.8 21.3 33.0 34.2 28.1 45.6 50.8 42.8 15.1 17.4
10. Uttar Pradesh ..~ 12099 13709 13.3 80.0 77.8§ 10.1 20.0 22.2 25.9 39.5 36.5 164 7.9 8.1
11. Andhra Pradesh .. 6254 . 6690 7.0 65.4 61.6 0.8 34.6 38.4 18.7 66.3 60.2 8.0 22.9 23.1
12. Gujarat .. .. 2826 3774 33.5 67.8 64.0 26.1 32.2 36.0 49.3 41.2 50.7 84.0 13.3 18.3
13. Karnataka 3374 4174 23.7 73.3 68.7 .16.0 26.7 31.3 44.8 66.8 78.0- - 33.8 17.8 19.3
14. Tamil Nadu .. 5431 6433 18.4 63.0 55.4 - 4.0 37.0 44.6 43.0 50.0 59.8 70.9 18.5- 26.6
.15, Punjab** .. .- 2760 26090 —5.5 58.9 49.9 —19.9 41.1 50.1 15.3 38.2 42.5 —7.6 15.7 15.3
All-India .. .. 68639 77035 12.2 734 72.4 10.8 26.6 27.6 16.3 53.9 53.9 14.1 14.4 14.6

* Inclusive of Meghalaya.
** Inclusive-of Haryana.
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TABLE 2—PERCENTAGE DISTRIBUTION OF CULTIVATOR HOUSEHOLDS ACCORDING TO SIZE OF LAND OWNED

(Per cent)

1tos aéres 5_ to 10 acres

Less than ,

1
RESERVE BANK STAFF OCCASIONAL PAPERS

Total
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1971 1961 1971 1961 1971 1961 1971 1961 1971 1961 1971
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All-India

@ Including Haryana.

Including Meghalaya.
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TABLE 3-——CULTIVATO,RS + PATTERN OF ASSET HOLDING, 1961 AND 1971 — ALL INDIA

(Per cent)

Assets

1961

1971

Percentage share in Contri-

Percentage share in the the value of assets bution

Propomon Estlmated Proportlon ‘Estimated total value of all assets held by all rural of indi-
of house- - No. of of house- ' No. of households vidual
holds reporting  holds reporting asset to
reporting households reporting households ’ rise in
~(000%) (QOO’) 1961 1971 1961 1971 the total
_ . assets
1 2 3 4 5 6 7. 8 9
Land 73.85 37182 . 93.71 52262 63.3 68.6 95.1 97.0 72.3
o 21.66%  10905% . ,
Buildings & House sites 98.86 49774 . 98.42 54839 18.8 16.5 84.2 85.9 15.4
. 9.060@ 5053 @ 0.4
Livestock . 89.25 44936 87.63, 48793 7.7 6.5 94.9 93.9 5.7
Farm 1mp1ements 95.08 47871 87.31 48693
Non-farm implements 19.18 9657 6.49 3619 ¢ 2.7 2.7 89.8 9.8 2.8
Transport equipments - 31.41 15814 29.99 16725 .
Durable household assets 98.50 49593 96.17 53550 5.6 4.2 84.4 84.1 3.1
Financial Assets : 25.76 12970 — — 0.5 0.8 63.2 68.6 1.
Shares 17.69 9849 .. 0.2 .. 92.7 ..
Deposits .. 6.28 3541 .. 0.6 .. 64.3 ..
Dues receivable .. .. 1.4 0.3 82.1 75.1 — 0.3
Cash 9.79 4929  3.60 1985 1.3 0.3 81.7 76.4 — 0.3
Kmd 1.28 644 0.93 519 0.1 — 92.6 89.7 —_
Total Assets . 99.99° 50343 99.98 55759  100.0  100.0 91.6 93.6  100.0
. . (50348) . (55770)
(1), Figures in brackets indicate total number of cultivator households. ..= Not available. — =Nil/Negligible.

Note :. . b N
* Figures for land under special rights.

(2) Data for 1961 & 1971 relate to end- December & end-June, i cial
N L _ @ Figures for vacant house sites.

- Tespect ively.
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TABLE 4—LAND : PROPORTION OF HOUSEHOLDS REPORTING AND ITS SHARE IN THE TOTAL ASSETS

; (Per cent)
Agricultural Labour Households Average Per-

Cultivator Households

. " Value of  cent-

S Proportion of  Percentage share in Proportion of Percentage share in  Land per age
tates Houscholds report- the total assets Households report- the total assets  Acre (In Rs.) Incre-
ing ‘ ' ing ase in

: : 1971

1961 1971 1961 1971 1961 1971 1961 - 1971 1961 1971 over

. A0 © 1961

Land Land Land Land Land Land Land Land (Col

own- under own- under own- under owned under . 14

ed  special ed special ed  special ‘ special over
rights rights rights o rights T Col 13)

- 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
1. Blha; ve 87.1 0.2 93.2 73.6 0.1 75.5 13.9 0.2 4.5 27.3 0.4 8.5 1392 4290 208.2
2. Tamil Nadu o 85.9 0.1 89.7 70.9 Neg. 69.7 10.7 — 2.8 34.1 — 10.3 1499 2509 67.4
3. Andhra Pradesh . 8.1 3.8 95.3-69.6 04 70.7 20.5 1.1 7.0 38.9 0.8 24.9 935 1599 71.0
4. Maharashtra 90.7 1.7 96.8 69.8 0.1 73.3 11.6 — 4.6 35.5 — 27.6 460 1287 179.8
S. Kerala .. 83.9 2.2 95.7 68.0 0.9 63.9 8.0 1.2 3.4 23.7 0.4 7.1 2448 6555 167.8
6. Karnataka 87.9 5.0 93.6 66.5 ‘1.7 67.3 34.5 1.6 14.2 59.2 1.6 42.3 6713 1236 83.9
7. West Bengal 83.9 0.1 91.2 66.9 Neg. 64.4 9.4 — 2.8 21.2 — 4.9 1219 2753 125.8
- 8. Orissa 97.0 0.2 93.1 62.9 Neg. 68.0 -10.8 — 9.7 19.2 — 19.5 552 1515 174.5
9. Punjab . 8.5 1.2 60.3 60.2 Neg. 76.1 6.4 0.6 2.2 11.5 0.1 10.1 997 6291@ 531.0
10. Gujarat .. 95.6 1.4 98.2 57.7° 0.1 61.5 3.9 — 2.2 7.1 — 4.1 483 1324 174.1
11, Uttar Pradesh 38.6 80.2 %4.0 25.6 30.2 68.3 2.5 6.4 7.7. 2.6 8.6 15.8 2515 3277 30.3
12. Assam* .. .. .. 82.6 1.3 87.9 54.9 0.5 61.4 17.6 — 6.4 21.3 — 15.5 573 1830 219.4
13, Madhya Pradesh .. 8.7 0.1 94.6 54.8 Neg. 66.2 11.4 -~ 5.8 22.0 — 16.2 276 1035 275.0
14, Jammu & Kashmir .. 91.3 25.5 98.3 46.4 8.1 56.1 37.5 4.2 10.3 12.0 0.5 18.0 1095 3128 185.7
15. Rajasthan Ve . 0.3 93.6 94.5 0.2 44.5 57.8 — 17.7 72 — 21.2 26.4 610 685 12.3
All India .. . .. 73.9 21.7 93.7 7 7.7 68.6 12.6 1.2 5.5 27.2 2.0 17.1 873 2006 129.8
Note : States have been arranged in the descending order of the share of land in the total assets of the cultivator households in the

year 1961.

Figure relates to erstwhile Punjab State only; otherwise data for Punjab include data for Haryana also.
* Including Meghalaya.
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TABLE 5—LIVESTOCK : PROPORTION OF HOUSEHOLDS REPORTING AND I'TS SHARE IN THE TOTAL ASSETS

(Per cent)
Cultivator Households - ' Agricultural Labour Households
Proportion of House- Percentage Share in the Proportion of House- Percentage Share in the
States holds Reporting . Total Assets holds Reporting Total Assets
1961 1971 1961 1971 1961 1971 1961 1971
1. Bihar . . .. 87.2 - 84.8 4.5 4.2 44.2 52.2 6.9 13.0
2. Tamil Nadu .. .. .. 80.4 81.3 4.6 4.4 27.6 34.8 6.7 7.1
" 3. Andhra Pradesh .. .. .. 84.0 83.1 6.3 6.7 37.1 36.7 7.0 11.0
4. Mabharashtra .. .. .. 86.0 85.3 8.2 6.0 49.4 46.6 12.2 10.7
5. Kerala . . .. 12.3 CT71.7 1.5 1.2 48.7 44.2 6.6 4.2
6. Karnataka .. .. ... 90.6 88.3 6.5 6.9 44.9 42.2 4.6 8.0
7. West Bengal .. .. .. 89.3 85.5 5.9 5.1 54.4 38.4 8.3 7.7
8. Orissa . e e 93.8 87.5 7.5 5.8 46.6 39.1 5.2 6.0
9. Punjab* .. .. .o 97.4 98.2 7.9 5.2 74.7 83.1 14.7 19.7
10. Gujarat .. .. .. 92.2 90.4 10.1 8.9 41.6 50.6 17.6 12.5
11. Uttar Pradesh .. . .. 92.7 92.5 7.7 6.4 53.1 53.6 11.5 13.9
12. Assam@ . ‘e .. 95.4 93.0 11.8 8.2 60.6 62.4 8.8 13.8
13. Madhya Pradesh .. .. .. 92.1 gz.g ﬁ'tla 10.2 3(2).2 gg.g ;%g }?g
14. Jammu & Kashmir .. .. .. 95.6 . . 11.1 . . . .
15. Rajasthan .. .. 95.2 94.3 16.5 . 13.3 57.9 63.9 19.2 15.5
All India .. .. .. 8.3 8.6 7.7 6.5 45.7 45.7 9.6 12.3
Including Haryana., @ Inc}uding Meghalaya.
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TABLE 6 — IMPLEMENTS AND MACHINERY : PROPORTION OF HOUSEHOLDS REPORTING AND ITS
SHARE IN THE TOTAL ASSE'IS — CULTIVATOR HOUSEHOLDS

(Per cent)
Propomon of Households Reporting  Percentage Share in the total assets@  Implements and

—_— . Machinery as
States Farm Non-farm Transport Farm Non-farm  Transport Percentage of

business  business  equipment:  business:  business equipment  Total Assets

1961 1971 1961 1971 1961 1971 1961 1971 1961 1971 1961 1971 1961 1971

1 2 3 4 5 6 7 8 9 10 11 12 13 14

1. Bihar - .. .. 969 8.6 16.7 7.3 18.1 15.4 0.5 0.7 0.2 0.3 0.4 0.3 1.1 1.2
2. Tamil Nadu . .. 92.6 8.4 ‘9.4 4.8 21.0 224 1.9 2.9 0.2 0.2 0.8 1.1 2.9 4.3
3. Andhra Pradesh .. -~ 90.8 0.5 22.9 6.1 32.8 31.2° 0.9 1.7 0.3 0.1 0.8 1.1 2.1 2.9
4. Maharashtra .. .. 95.8 91.9 “8.9 7.1 41.5 359 1.7 2.1 04 0.3 1.5 0.9 3.6 3.3
5. Kerala . .. .. 86.8 44.7 237 9.7 53 4.7 0.4 0.5 0.5 0.5 0.4 0.7 1.2 1.7
6. Karnataka .. .. .. 954 91.0 11:7 4.4 31.6 293 1.3 1.6 0.2 0.1 0.9 09 2.4 2.8
7.. West Bengal .. .. 8.0 81.5 23.7 6.6 30.0 28.2 0.5 0.9 0.3 02 0.8 0.8 1.7 1.9
8. Orissa .. .. .. 952 90.4 16.4 6.4 30.6 23.3 0.6 0.6 0.3 0.1 1.5 0.7 2.4 1.4
9. Punjab* .. .. .. 97.3 962 44.7 4.2 47.0 56.5 1.9 3.t 0.2 0.1 1.0 0.7 3.0 3.9
. Gujarat .. .. .. 8.7 90.5 4.2 2.8 452 37.2 2.9 44 0.1 0.1 2.0 1.1 5.0 5.6
. Uttar Pradesh .. .. 98.4 94.8 20.2 6.6 34.5 38.6 1.4 1.8 0.2 0.1 1.1 0.7 2.7 2.7
. Assam? . .. .. 98.9 88.5 56.6 11.4 22.3 25.0 0.9 0.5 0.6 0.2 1.1 1.1 2.5 1.8
. Madhya Pradesh .. 982 93.0 6.2 5.4 45.0 446 1.6 1.2 0.1 0.1 2.0 1.0 3.8 2.3
. Jammu & Kashmir .. 98.1 97.6 60.9 10.7 42 29 0.7 0.6 04 02 02 02 1.2 1.0
. Rajasthan .. .. .. 98.1 93.6 23.7 6.3 41.6 33.6 2.4 2.0 02 0.1 1.8 1.1 4.4 3.1
All India .. .. .. 95.1 87.3 192 6.5 31.4 300 1.3 1.8 0.2 0.2 1.1 0.8 2.7 2.7

@ The total of share of each of the constituent items rnay not add up to the share of this asset in the total assets given in the
column 14 as the data for 1971 are provisional.
* Including Haryana.
1 Including Meghalaya.

(42
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TABLE 7 — IMPLEMENTS AND MACHINERY : PROPORTION OF HOUSEHOLDS REPORTING AND ITS SHARE
I IN THE TOTAL ASSETS-AGRICULTURAL LABOUR HOUSEHOLDS

(Per cent)
Proportion of Households Reporting Percentage Share in the Yotal Assets@ Implemerﬁts
: ‘ and Machi-
States Farm  Non-farm Transport Farm Non-farm Transport nery as Per-
business business cquipment business business . equipment centage of
_ A Total Assets
1961 1971 1961 1971 1961 1971 1961 1971 1961 1971 1961 1971 1961 1971
1 2 3 4 5 6 7 8 9 10 11 12 13 14
1. Bihar .. .. 8.5 479 13.1 2.6 0.6 1.5 0.8 0.8 0.8 0.1 0.1 0.3 1.7 1.2
2. Tamil Nadu .. 64.8 454 7.7 1.5 1.4 2.9 0.7 1.2 04 06 04 0.9 1.5 4.0
3. Andhra Pradesh .. 70.6 29.1 15.9 2.7 1.9 2.2 0.5 0.4 0.7 0.2 0.3 0.4 1.5 1.5
4. Mabharashtra .. 80.2 33.8 13.0 15.2 2.0 2.5 1.5 0.7 1.7 0.6 0.3 0.4 3.3 1.5
5. Kerala .. .. 7.3 17.0 10.3 1.5 2.3 0.2 2.5 0.4 0.8 0.1 0.4 — 3.7 0.5
6. Karnataka - - .. 68.6 35.2 107 2.7 1.3 1.8 06 06 04 0.1 0.2 0.2 1.2 0.9
7. West Bengal =~ .. 45.8 19.0 14.6 0.9 3.0 1.1 0.6 0.1 0.6 — 0.8 — 20 1.2
8. Orissa .. .. 53.6 49.9 11.1 3.0 22 2.8 0.6 0.9 0.5 0.1 0.3 0.6 1.4 1.6
9, Punjab* .. .. 50.0 44.6 385 4.117.8 327 06 07 08 01 09 1.1 2.3 1.9
10. Gujarat .. .. 14.8 42.1 44 19 2.8 6.0 0.3 0.4 0.3 0.1 0.7 0.6 1.3 1.4
11. Uttar Pradesh .. 79.3 45.0 19.9 4.6 4.2 10.6 0.8 0.7 0.9 0.2 0.5 0.9 2.2 1.7
12, Assamt .. .. 442 24.0 204 56103 32 06 07 05 04 1.4 07 2.5 1.6
13. Madhya Pradesh 74.7 42.3 7.2 32 2.9 4.0 1.2 6.6 0.9 0.1 0.6 0.6 2.7 1.2
14. Jammu & Kashmir 62.5 15.4 458 2.0 — 9.7 09 0.1 6.5 0.1 — 0.5 1.4 0.6
15. Rajasthan .. . 73.7 32.9 26.3 7.5 6.7 7.1 0.8 0.5 0.8 0.2 0.3 0.5 1.9 1.3
All India .. .. 66.-8 38.1 14.1 4.0 3.1 4.9 0.7 0.7 0.7 0.2 0.4 0.6 1.8 1.8

@ The total of share of each of the constituent items may not add up to the share of this asset in the total assets given in the
column 14 as the data for 1971 are provisional.
* Including Haryana.
+ Including Meghalaya.
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TABLE 8—BUILDINGS : PROPORTION OF HOUSEHOLDS REPORTING AND ITS SHARE IN THE TOTAL ASSETS

(Per cent)
Cultivator Households - - -~ - Agricultural -Labour Houscholds -
States Proportion of House-  Share in the Total Assets  Proportion of House- Share in the Total Assets
.. holds Reporting ‘ ’ holgs Reporting v - : o
1961 1971 1961 1971 ©1961° 971 1961 S1971
Build- Land Build- _Build- ‘Land Build-' Build> ‘Land’ " Build- Build-. Land Build-
ingsand for ings ingsand for ings ingsand for ings ingsand for ings
ouse house- house  house- house house- house houvse- :
sites sites sites  sites " sites | sites - sites  sites
1. Bihal_' . .. 997 10.4 99.6 15.1 0.6 14.5 96.8 3.6 95.1 54.4 1.7 63.8
2. Tamil Nadu o 9.7 8.1 97.0 14.8 0.3 14.1 85.2 2.1 83.6 45.2 0.5 53.4
3. Andhra Pradesh .. 99.0 5.9 98.9 14.8 0.2 142 93.2 2.0 8.0 40.8 0.5 45.9
4. Maharashtra .. 98.%1 7.2 98.3 14.1 0.2 13.4 85.0 - 2.6° 84.2 40.5- 0.6 48.9
5. Kerala . . 96.7 1.6 97.4 208 0.03 252 63.6 0.4 40.6  39.3 0.2 46:1
6. Karnataka .. o 96.7 9.7 96.7 16.4 0.3 17.5 80.2 3.6 7.6 28.3 0.7 35.6.
7. West Bengal .. 99.5 11.5 97.7 20.3 0.8 21.7 90.8 6.8 . 81.9 53.4 6.7 67.3
8. Orissa .. .. 100.0 19.0. 98.4 21.7 1.7 17.7 100.0 142 89.5 66.0 5.0° -36.2
9. Punjab* .. .. 990 3.9 986 20.7 0.8 10.8  95.1 18.5 962 54.6 2.5 508
10. Gujarat . .. 97.9 5.6 99.1 20.5 0.2 16.7 89.8 2.5 86.8 57.9 0.4 64.3
I1. Uttar Pradesh .. 99.8 8.2 99.2 23.6 0.3 17.4 9.5 2.9 95.5 56.7 0.7 53.7
12, Assam@ .. .. 954 10.6° 947 24.1 0.8 20.6 533 - 1.6 85.6 169 2.1  38.7
13. Madhya Pradesh .. 99.3 2.2 982 190 0.1 15.3 37.5 0.7 82.0 46.3 0.1 48.5
14. Jammu & Kashmir  99.6 4.9 99.6 26.6 0.1 25.8 95.8 0.5 92.8 40.2 0.1 53.6
15. Rajasthan .. 99.6 10.8 99.2 20.2 0.3 -17.1 96.2 3.4 81.7 43.1 0.8 354
All-India .. .. 98.9 9.1 98.4 18.8 04 164 898 42 883 482 1.3 5.1

. % Including Haryana. ' @ Including Meghalaya.
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TABLE 9—DURABLE HOUSEHOLD ASSET
) . . . 8

S : PROPORTION OF HOUSEHOLDS REPORTING AND ITS

HARE IN THE TOTAL ASSETS

~ (Per cent)

Cultivator Househq_)lds

Agricultural Labour Households

Proportion of House-  Percentage Share in the Proportion of House-

Percentage Share in

States holds Reporting . Total Assets holds Reporting © the Total Assets
1961 1971 1961 1971 - 1961 1971 1961 1971
1. Bihar .. 99.6 97.5 - 3.2° 2.8 99.0 97.0 8.0 11.7
2. Tamil Nadu .- 96.7 96.2 4.5 5.4 84.5 89.3 10.3 18.4.
3. Andhra Pradesh .. 93.5 9.3 4.3 4.1 85.9 89.3 8.8 14.3
4. Maharashtra 99.9 97.9 3.1 2.6 98.6 95.1 7.6 10.5°
5. Kerala .. 96.5 - 89.4 5.3 5.0 81.6 71.1 20.9 16.7
‘6. Karnataka .. 98.2 94.4 3.9 3.9 89.6 85.5 4.4 9.5
7. West Bengal 99.7 90.6 4.1~ 4.1 97.1 74.1 3.9 9.7
8. Orissa .. 98.8 89.5 5.1 4.5 93.4 79.9 8.2 10.7
9. Punjab* 100.0 99.5 51 2.3 99.7 99.8 15.1 13.2.
10. Gujarat .. 99.8 99.4 5.2 5.1 9.7 92.2 14.2 16.2
11. Uttar Pradesh 99.9 98.6 8.9 4.2 100.0 96.0 18.0 12.7
12. Assam@ .. .. 97.0 94.8 4.2 5.0 = 952 85.6 6.2 13.7
13. Madhya Pradesh .. 97.3 2 97.7 7.0 5.4 98.0 97.0 16.1 . 16.9
14, Jammu & Kashmir 99.4 99.2 5.6 - 4.9 95.8 94.6 24.1 15.5
15. Rajasthan .. 99.9 99.0 10.5 7.4 100.0 .~ - 90.4 13.8 19.5
All-India 98.5 96.2 5.6 4.1 94.0 90.2 10.5 13.4
L (755) - (2119) ' (592)°  (1102) .

* Including Haryana.

@ Including Meghalaya.

who did not have this asset.

Figures within brackets are the number of households (in thousands)
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TABLE 10—PROPORTION OF HOUSEHOLDS REPORTING AND AVER-
AGE VALUE OF FINANCIAL ASSETS OF CULTIVATORS, 1961-71

Proportion of Average value

Types' of Financial Assets households . - per household.
: reporting . .. {Rs.)
-~ (per cent) -

1961 1971 1961 1971

1." National Plan Savings Certificates .. 1.7 0.5 2.5 2.2
2. Treasury Savings Deposit Cemﬁcates - o
and Prize Bonds. . .. 1.4 0.04 - 0.6 0.1,
3;_, Government Securities S — 0.1 0.3 0.6
4. Cash Certificates of commercial banks —  0.03 L 2.2
5. Shares in co-operative societies and "
co-operative banks .. . . 23.2 17.6 10.7 21.8 .
6. Debentures of land mortgage banks 0.1 — 0.1 —
7. Shares and debentures of companies 0.1 0.1 1.0 0.7
8. Deposits in Post dﬂice Savings banks 0.9 2.0’ 71 12.5.
9. Deposits in co-operative societies and ‘ '

. co-operative banks .. . .. 1.4 0.5 1.7 2.4
10. Deposits in commercial banks .. 0.2 0.6 5.4 18.8

11. Deposits with pnvate moneylenders

or individuals .. . — 0.6. 0.7 4.5
12, Others .. . . .. .. 1.4 0.4 6.2 4.0
13. Annuity Deposit; .. .. .. 0.03 . 0.1
14. Deposits with non-banking companies 0.03 1.2:
15. Provident Fund 1.7 23.8
16. Insurance Premium 1.2 16.7
17. Unit Trust 0.01 0.1
18. Bank (Shares) .. , 0.1 0.7

TOTAL . RTINS 25.8 118.4

17.7@ 36.2
6-4t

@Recelates to Sharcholders.

tRelates to Depositors.



TABLE 11—FINANCIAL ASSETS : PROPORTION OF HOUSEHOLDS REPORTING AND ITS SHARE
IN THE TOTAL ASSETS

. (Per cent)
Cultivator Households Agricultural Labour Houscholds
Proportion of Households Perceniage Share in the Proportion of Households Percentage Share in the
States Reporting Total Assets Reporting Total Assets
1961 1971 - 1961 1971 1961 1971 1961 1971
Total_ Shares Deposits Total Shares Deposits Total Shares Deposits  Total Shares Deposits
financial financial financial financial
assets assets assets ' assets
1. Bihar . .. 10.0 9.5 3.2 0.2 Neg. 0.8 1.2 0.3 0.4 0.8  Neg. 0.1
2. Tamil Nadu .. 33.9 18.0 6.2 0.5 0.2 0.7 8.2 1.5 1.4 0.2 0.1 1.2
3. Andhra Pradesh 19.9 8.2 2.3 0.3 0.1 0.4 6.5 2.3 0.3 0.3 Neg. 0.2
4. Maharashtra .. 47.5 417 134 0.9 0.6 0.3 4.7 2.5 1.1 0.5 0.1 0.3.
5. Kcerala .. .. 269 249 16.0 0.9 0.2 2.3 8.4 4.7 13.5 -~ 2.5 0.1 246
6. Karnataka .. .. 31.4 254 6.5 0.7 0.2 0.7 9.6 4.0 1.1 0.2 0.1 0.5
7. West Bengal .. 11.5 7.7 8.7 0.6 0.1 1.7 6.7 0.3 0.3 5.0 Neg 2.7
8. Orissa .. .. 9.6 11.3 3.8 0.2 0.1 0.5 0.7 1.5 2.0 Neg. Neg 0.5
9, Punjab* .. .. 40.3 41.5 13.0 0.6 0.1 0.4 24.7 19.6 32 1.0 0.3 0.7
10. Gujarat .. .. 40.8 39.5 6.8 1.1 0.6 0.5 4.2 4.2 0.2 1.0 0.1 0.2
11. Uttar Pradesh .. 33.2 14.9 4.3 0.5 0.1 0.4 9.9 1.0 0.4 0.2  Neg. 0.2
12 Assam@. .. . 17.7 3.4 15.5 1.2 Neg 1.7 49.8 0.8 14.4 44.3 Neg. 12.9
13. Madhya Pradesh .. 20.0 12.7 2.8 0.6 0.1. 0.2 1.1 1.0 0.4 Neg.  Neg. 0.4
14. Jammu & Kashmir 37.4 31.0 4.7 0.2 0.1 0.5 37.5 2.3 3.9 Q.3 Neg. 0.7
" 15. Rajasthan .. .. 22,7 - 15.8 4.4 0.4 0.1:. 0.4 4.3 3.5 1.1 Neg Neg 0.1
177 63 05 02 06 73 27 11 18 01 0.8

AllIndia .. .. 25.8

* Including Haryana. @ Including Meghalaya.
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TABLE 12—PROPORTION OF CULTIVATOR HOUSEHOLDS REPORT-
ING SHARES IN, CO-OPERATIVES AND OTHER BANKS

(Per cent)
o 961 . 19M

States - -—C’;m

o L ) ratives Banks

1. . Andhra Pradesh .. 18.4 8.1 0.2
2. Assam* 0.4 3.4 Neg.
3'?;;Bihar 9.0 9.5 0.2
4. Guijarat 36.5  39.5 0.35
5. Jafnmu&Kasllnmir. : 36.7 31.0 —
6. Kerala 22.9 24.8 0.2v
7. Madhya Pradesh .' 1;.’7 12.7 Nefg:.
8.  Tamil Nadu 26.6 17.8 0:3 ‘
9. Maharashtra 42.7 417 0.1
10. Karnataka 30.5 254 0.3

11. Orissa 8.9 11.3 Neg.
12. Punjab@ .. 35.7 41.4 0.2
- 13. Rajasthan - 20,3 15.8 —
14. Uttar Pradesh 3.7 149 0.1
15. West B;:ngél 83 7.5 0.1
All India 232 17.6 0.1

* Including Meghalaya.
. Including Haryana.



TABLE 13—DUES RECEIVABLE : PROPORTION OF HOKSEHOLDS REPORTING AND ITS SHARE IN THE TOTAL
- SETS - - A s

V(Percent)'

Cultivator Households - h Agricultural Labour Houscholds

- Proportion of households  Percentage share inthe " Proportion of  Percentage share

reporting. total assets households in the tota] assets

. : : E : reporting .

States Cash Kind Cash Kind 1961 1971 1961 1971
1961 1971 1961 1971 1961 1971 1961 1971 C‘;sh Cash Kind (‘I&ash Cash Kind

' Kind © Kind v

1. Bihar .. .. . 14.5 40 1.1 1.3 1.9 0.3 — — 1.4 0.3 0.1 0.5 0.1 0.1
2. TamilNadu .. - 7.6 7.2 1.0 02 1.8 1.0 —_ —. 3.7 3.1 — 2.0 2.4 —
3. Andhra Pradesh 11.6 4.9 1.0 0.8 2.2 0.7 0.1 — 4.3 20 05 19 09 0.1
4. Maharashtra .. 27 19 0.6 04 02 01 -— — 17 05 04 0.5 02 0.1
5. Kerala .. .. 7.3 41 1.0 0.1 1.3 0.5 01 — 50 10 — 2.5 02 —
6. Karnataka 11.6 3.8 1.7 1.t 1.8 0.3 0.1 — 2.6 1.5 0.3 05 0.5 0.1
7. West Bengal 39 1.8 0.9 1.0 0.4 0.1 — — 2.0 0.1 — 1.2 0.1 —
8. issa .. .. .. 1.0 2.4 06 2.5 0.1 02 0.1. 0.1. 0.4 0.3. 0.4 — 04 -
9. Punjab® . - 21,9 62 1.6 14 2.5 03 —_ — 4.5 31 02 0.8 0.2 Neg.
10. Gujarat .. e e 3.0 2.2 ¢.1 0.3 0.3 0.2 — — 1.2 0.8 — 0.9 09 —
11. Uttar Pradesh .. 8.8 2.9 13 07 07 02 01 — 09 02. 02 02 0.1 0.1
12. m@ .. 83 33 12 2.1 07 03 — 01 0.8 24 32 Neg 04 1.1
13, Madhya Pradesh 57 2.4 2.4 1.1 0.6 02 0.1 — 0.5 0.6 0.6 Neg. 0.1 0.1
14. Jammu & Kashmir 1.0 2.5 0.2 0.6 0.1 0.2 — — — 0.3 0.6 — Neg. -
15. Rajasthan 137 4.7 3.1 to0 3.1 1.0 02 — 53 1.3 14 07 1.2 0.1
Al India ... .. 98 36 13 09 13 03 01 — 23 13 03 09 06 0.1

* Incuding Haryana, ".- @ Including Meghalaya,
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TABLE 14—CO-EFFICIENT OF CONCENTRATION OF ASSETS AMONG
- CULTIVATORS AND ALL RURAL HOUSEHOLDS -

- Cultivators All Households
States i
: 1961 . 1971 1961 1971
1. Jammu & Kashmir .. 0.4659 0.4235 0.4810 v0.4390

2. Assam . ee .. 0.4957  0.5042 0.5514 0.5560
3. Rajasthan .. e .. 0.4975  0.5293 0.5320 - 0.5588
4. Orissa .. .. 0.5042 0.5392 0.5768 0.5976

Haryama .. .. .. ..‘;} 0.4849 ..7} 0.6291
Punjab .. .. .. 0.5274) 0.4818  0.6332) 0.6831

6 Guarast .o ... .. 0.595 0.5268 0.6178  0.6342
7. Madhya Pradesh .2~ .. 0.549  0.5339  0.5966  0.5890
8. Uttar Pradesh- - ... 05601 0535  0.6040  0.5922
9. Maharashtra- . i~ .. 0.5635 0.5480  0.6576  0.6488
10. WestBengal & .. .. 0.5806 0.5611 0.6558  0.6600
. Rarmataka ... ... .. 0.6234 0.5715  0.6675  0.6547
12.. Tamil Nadu .. 0.6364  0.5880 0.718'8 0.7113
3. Bihar .. .. .. 0.6547 0.6216 0.6938 0.6715

14. AndhraPradesh .. .. 0.6676 0.6090 0.7284  0.7030

15 Kerala ' .. .. .. 0:6769 0.6352 0.7272  0.6608
AlTndia .. .. .. 0.597 0.5847 0.6524  0.6551

The States are arranged in the ascending order of co-efficient of concentration
values for cultivator households in 1961,



TABLE 15—~COMPOSITION OF ‘POOR’ RURAL HOUSEHOLDS

No. of ‘poor’ ‘Poor” house- Percen- Percentage of Percen- Percen- Percen- Percen-
rural ~ holds as percen- ~ tagein- cultivator tage tage tage tage
households .  tage of total no. of crease  households in  increase increase increase of culti- -
(In lakhs) rural households or the group of or or or - vator
—decrease  ‘poor’ house-  decrease decrease decrease house-*
, . : {(—)in holds (-—)in  (—J)in (—)in holds
. * the no. ————w—— the total the the no. in the
1961 1971 1961 1971 of house-- 1961 1971 no.of total of agri- total
o holds rural  no.of cultural no.of
States . in 1971 house- non-  labour rural

in 1971 tor holds  holds "

over house- in 1971 in 1961

1961. holds over .
in 1971 1961

over 1961 holds cultiva~ house- house-

over 1961 .

1 2 3 4 5 6 7 8 9 10 11
1. Karnataka 8.1 15.5  24.1 37.1 90.5 35.3 32.1 23.7 44.8  33.9 73.3
2. - Gujarat 6.9 11.9 24.5  31.6 72.3 19.1 16.4 33.5 49.3 . 84.0 67.8
3. Orissa 10.1 15.9  30.1 ° 432 57.3 30.7 54.4 9.7 —13.4 —31.4 T71.1
4. Tamil Nadu 2.4 34.8 412 54.1 55.6 33.6 27.5 18.4 43.0 70.9  63.0
.5, - West Bengal . 19.3 28.5 39.1 47.0 48.3  39.6 37.7 23.5 28.1 4.8 67.0
6. Andhra Pradesh .. 24.5 32.2- 39.1 -48.1 31.2- 35.5 - 31.3 7.0 18.7 8.0 65.4
7. - Rajasthan . . 4.5 5.7  14.5 18.3  26.2 55.1 56.0 —0.1 —1.0 —36.8 86.7
-8. . Uttar Pradesh 26.1 32.8 21.6 24.00 257 432 =37.0 13.3 259 16.4 80.0
9, Bihar -26.0 30.5 - 34.0 - 35.4 17.3 53.1 .. 51.3 13.0 1.3 17.5 78.2
10. ' Assam@ 6.1 7.0 ., 29.9 35.9 13.9 48.9 ~ 56.9 —5.2 -29.0 —39.0 75.4
11. Maharashtra .. 19.4 21.3 ° 35.1 .35.5 9.9 27.2 24.8 8.6 7.1 —3.0 68.2
12. Madhya Pradesh .. 16.2 17.6 - 28.7 29.7 .8.7 40.0 494 5.1 —11.4 -27.6 178.6
13. Pumnjab* .. = .. 5.4 5.8 - 19.7 22.1 6.3 12.9 5.0 —5.5 15.3 —17.6 58.9
14. Jammu & Kashmi - 0.4 0.4 7.0 .. 6.6 — - 54,1  59.5 4.9 —27.7 33.3 91.2
15. Kerala .. .. .. 10.2 9.0 40.9 347 —I11.9 57.6 74.5 4.0 —45.2 —55.9  80.5
Alllndia .. . .. .. 206.6.. 270. 30.1 35.2 31.1 39.58 . 38.1 12.2 16.3 14.1 73.4

‘Note : States have been arranged in the descending order of percentage increase in the no. of ‘poor’ rural households in 1971
over 1961. @ Including Meghalaya. * Including Haryana.
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TABLB 16——PROPORTION OF ‘POOR’ HOUSEHOLDS REPORTING

ASSETS IN 1961 AND 1971 -

- 13,

{(Per cent)
1961 1971 -
Proportion No. of Proportion No. of
States holie repo- holss. foldsre, holds
rting assets without  porting without
et o) A Beten
sands) sands)
1 Andhra Pradesh 99.6  9.78 982  57.94
2, Assam@ 199.7 1.83 9.9  0.70
3. Bihar © 100.0 — 9.7 9.14
4. Gujarat 99.6 2.71 95.6  52.45
5. Jammu & Kashmir- 100-0 —  100.0 —_
"6. Karnataka . 97.3 21.95 97.9 32.53
7. Kerala 8.6  14.3 9.9  27.96
8. ’Madhya Pradesh 99.9 1.62 99.7 5.527*
9. 'Maharashtra 9.2 1550  99.5  10.64
10. Orissa . 100.0 — 98.9  17.45
11. Punjab* i 9.8  1.09 997 1.3
12, Rajasthan . 100.0 —_ 99.3 4.01
TamilNadu . 9.0 2243 992 27.8
14. Uttar Pradesh . 99.9 2.61 99.6 13.14‘
15. West Bengal . 9.6 7.70 982 5137
Alllndia .. 99.5  103.30 98.9  297.89

@ Including Meghalaya.

* Including Haryana,
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TABLE 17—CHANGES IN THE ASSETS OF ‘POOR’ RURAL
“HOUSEHOLDS IN 1971 OVER 1961

- Proportion of No. of ' House- Share of each
Households re-  holds reporting asset in the total
" porting (*000) _assets (per cent)
Assets: (per cent) '

J1961 (1971 1961 1971 1961 1971,

1. (3 Land .. 21.8 305 45,04 82,60 15.1 24.5
(b) Land under spe- _
© cialrights® .. 5.7 — 11,78 — 3.1 -
2. (@) Buildings ~ .. 88.7 " “84.7 7 1,8325 272883 46:8 - 43.0
(b) Vacant land for . o » . .
» house sites ... — . . 4.0 — 10,83 - — 1.0

‘3. Livestock .. -~ .. 50.9 49.9° 10516 1,3513 14.17  12.4

S

. Farmimplements  66.1  44.1 13656 14651 1.6  1.0.

5: Non-farm implements 17.9  14.1 3698 38,18 1.5- 0.9

6. Transport equipments 3.8 4.2 785 . 11,37 0.8 . 0.9
7. Durable household ‘ S :
assets .. .. 93.8 90.1 1,93,79:2,43,19 14.6 13.9

8. Dues Receivable
(a) Cash .. .. 2.7 1.3 5,58 3,79 0.7 0.3
(b) Kind .. .. 0.4 0.4 83 1,08 0.1 0.1
9. Financial assets .. 7.9 — 16,32 -~ 1.6 -
(a) Shares .. — 2.9 — 8,94 — 0.1
B Deposits .. — 3.4 — 1029 — 19
«otal Assets .. 89.5 93.9 20557 2,67,83 100.0 100.0

- (2,06,60) (2,70,81)

i

Note : Figutes within brackets are total number (in thousands) of “poor’
households.




TABLE 18—PROPORTION OF ‘POOR’* RURAL HOUSEHOLDS REPORTING VARIOUS ASSETS IN 1961 and 1971

_ —A{Contd.)

(Peroem)

1961 Land Buijld- 1971 Livestock Farm Non-Farm

- 1971 ings implements implements

States Land Land - and Build- Vacant 1961 1971
under house ings . land 1961 1971 1961 1971
spe- sites - . for .
cial 1961 house
rights B sites

1 2 3 4 5 6 7 8 9 10, 11 12
1. Kelala .. .. 34.6 1.2 65.9 77.8 79.5 0.3 50.6 49.1 68.1 23.3 19.7 1.5
2. Jammu & Kashmir .. .. 47.4 13.2 556 92.1 91.9 1.3 60.5 59.5 60.5 56.8 39.5 16.2
3. Assam@ .. . .. 28.0 0.5 35.6 175.9 179.0 4:5 63.5 67.4 70.5 47.9 25.9 9.8
4. Rajasthan .. .. .. — . 45.3 49.4 92.5 86.0 3.4 60.0 63.9 74.7 55.0 29.7 14.3
5. Orissa . . .. 30.7 0.2 47.1 99.9 9.3 13.5 50.8 55.7 57.9 60.8 14.4 7.6
6. Bihar .. .. 32.6 0.1 395 96.2 96.0 4.2 56.3 56.0 80.3 50.9 15.9 7.2
1. MadhyaPradesh .. .. 26.8 — 38.3° 85.4 B84.5 0.6 53.3 53.5 74.6 56.3 8.9 10.0
8. West Bengal .. . .. 20.8 0.1 29.0  92.3 83.2 5.2 57.9 48.3 51.0 35.6 19.3 5.3
9. Uttar Pradesh .. .. .. 5.2 32.1 27.3 98.1 89.8 2.4 56.2 55.8 76.9 49.4 22.9 17.5
10. Karnataka . .. .. 22.9 1.9 27.4 71.6 170.2 4.1 51.1 552 63.2 43.6 16.7 9.6
11. AndhraPradesh . .. 28.0 3.0 29.7 92.0 88.6 2.7 43.4 42.3 66.2 35.8 22.3 9.7
12. Tamil Nadu .. .. .o 207 — 19.7 84.6 82.0 7.1 36.5 41.5 60.1 45.2 14.9 9.4
13. Maharashtra .. .. 18.0 0.8 '21.2 80.6 79.7 3.2 48.6 47.5 71.3 39.8 13.5 19.5
14. Gujarat .. .. .. -15.2 0.4 15.1 80.8 70.9 1.7 38.4 4t.6 17.8 344 10.8 12.0
15. Punjab** .. .. .. . 6.3 0.9 1.4 82.5 83.2 15.4 56.2 58.9 139.4 22.8 28.9 9.4
All-India .. .. .. 218 5.7 30.5 8.7 84.7 4.0 50.9 499 66.1 4.1 17.9 14.1

* 1961 —Assets upto Rs. 1000/-
1971 =Assets upto Rs. 2500/~

@ Inclading Meghalayé. A

*# Including Haryana.
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@ Including Meghalaya,
| .** Including Haryana. .

* 1951 = Assets upto Rs. 1000/- ]
1971 = Assets upto Rs. 2500/~ - -



TABLE 19 — SHARE OF EACH ASSET IN THE T)OTAL ASSETS OF ‘POOR™ HOUSEHOLDS

States

Land l}uild-

1971

and Build-
i ings

(Per cent)
Farm Imple- -Non-Farm,

ments Implements

1961 1971 1961 1971.

ey

5

<3
o]

Ed il s ab ol hind

Kerala

Jamnu & Kashmxr
Assamid
Rajasthan

Orissa

Bihar

Madhya Pmdcsh
West Bengal

Uttar Pradesh

. Karnataka

. Andhra Pmdcsh.

. Tamil Nadu
. Maharashtra

. Gujarat
. Punjab**

All India

— 2D 1D e e o L 00
Ho=
| o

NN ORI Ltnind
B RLNORMNS

-
n

35.1
45.6
30.0
30.7
37.8
48.2
38.3
48.6
46.9
36.8
40.9

39.2 -

46.9

- 49.4

52.0
43.0

o S — .
Wi N 00N Doy
Guwuuhaua
ok P o o et e
RO~ LWROORORT=N

o mhrRonoA R AR—LE
el
M=
oo

WP —O— WO oYy
oL UV —LabaLD

[

9 - 10 11 12
17 03 22 .09
1.9 1.0 23 1.0
2.0 1.0 - 1.6 .0.8
22 1.6 -1.6 .l.1
1-_2 11 }:0;9 0-3
12 08 1.1 0.3
22 1.3 0.8 1.0
1.4 1.1 1.1 0.8
1.4 1.1 1.4 1.2
2.4 1,3 1:7 0.3
1.4 0.7 1.9 0.9
1.5 .09 1.8 1.2
2.1 1.2 2.2 1.6
1.0 1.0 ::2.1 - 1.6
1.0 0.3 1.5 0.7
1.6 1.0 15 09

* 1961 = Assets upto Rs. 1,000.
1971 =Assets upto Rs. 2,500.
@ Including Mehgalaya. .
. %% Including Haryana
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TABLE 19 — SHARE OF EACH ASSET IN'THE TOTAL ASSETS, OF POOR“‘ HOUSEHOLDS

- —(Concld.)
' (Per cent)
Transport Durablc Dues receivable Financial . assets Total .

equipments household - - — - -
. assets 1961 1971 - 1961 1971 1961 1971

States - - B s

. 1961 1971 1961 1971 Cash Kind Cash Kind Shares Deposits "

13 14 15 16 17 18 19 020 21 22 23 24 25
1. Kerala .. 0.3 0.1 17.5 12.5 3.0 Neg. 0.5 Neg. 0.9 0.3 3.6 100.0° 100.0
2. Jammu & Kashmtr 0.2 0.5 1.6 15.0 — —_ 0.2 - Neg. 0.2, 0.1 1.8 100.0 ..1006.0
3. Assam@ .. .. 1.0 1.0 9.4 11.2 0.4  Neg. 04 02 .17.6 0.1 10.3 100.0 .100.0
4. Rajasthan .. .. 0.8 0.8 21.7 17.5 0.6 0.2 0.5 Neg. 0.4 0.2 2.3 100.0 :100.0
5. Orissa .. .. 0.3 0.8 9.2 8.3 — — 0.1 0.2 Neg.:- 0.1 0.5 100.0-100.0
6. Bihar . 0.4 0.4 9.3 8.3 0.7 Neg. 0.1 Neg. 1.5 Neg. 0.4 100.0 :100:0
7. Madhya Pradcsh 1.2 1.0 17.8 15.9 0.2 0.1 0.2 0.1 0.4 Neg. 2.2 100.0. 71000
8. West Bengal . 1.0 0.8 9.5 79 0.2 0.1 0.1 0.1 3.0 Neg. 2.9 100.0 100.0
9. Uttar Pradesh 0.6 1.2 19.1° 14,5 0.4 Neg 0.2 Neg. 0.5 0.1 1.4 100.0:100.0
. Karnataka .. 0.4 1.0 147 159 07 0.4 0.1 0.1 .09 02 1.2 100.0 100.0
Aundhra Pradesh - 0.6 0.7 14.2° 15.2 1.3 0.1 0.6 0.1 -02 .01 0.6 100.0 :100.0
. Tamil Nadu .. 1.1 1.1 .15.3 19.0. 2.2 0.2 1.3 . 0.1 0.8 0.2 2.4 100.0 -100.0
. Maharashtra 1.1 0.8 13.3 152 0.4 Neg. 62. 0.1 1.2 '.0.3 2.3 100.0 100:0
. Guijarat 0.5 1.0 21.3 21.9 0.3 — 0.2 Neg. 0.9 .01 3.1 100.0 100:0
Punjab** 1.7 2.0 202 19,3 0.6 — 0.3 — 2.7 0.4 1.6 100.0 100.0
‘All India - 0.8 0.9 '14.6 39 0.7 - 0.1 03 01 -1.6 ..0.1 1.9 100.0 100:0

Y

* 1961 = Assets upto Rs. 1000.
1971 =Assets upto Rs. -2500.
@ Including Meghalaya
** 'Including Haryana, :
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DEMAND FOR MONEY IN INDIA—A SURVEY
OF LITERATURE

A. VASUDEVAN@ .

Introduction

1. Interest among professional economists in India in the
demand for money has been of a comparatively recent origin.
This is reflected in the fact that there are hardly a score and five
published contributions on the subject from Indian economists.
No foreign economist had made an attempt to study the demand
for money exclusively with reference to the Indian economy.
Besides, there are no officially  sponsored published studies,
barring an article by Divatia and Venkatachalam [6] on the subject,
either in the Government of India/Planning Commission or
within the Reserve Bank of India. , :

2. In this survey, the various writings which have so far
appeared on the demand for money in India have been reviewed
mainly with a view to knowing the extent to which research on
the subject has so far proceeded and also te finding out the gaps
in the existing literature and the potential areas for further
inquiries.* The survey attempted hete does not cover articles/
books that deal with demand for money in less develaped econp-
mies, even if India were to be one of the points of focus, as, more
often than not, they are generalizations based on adjustments in
different types of data for purposes of providing a comparative
picture. : . '2

3. For convenience, this survey is divided into 3 sections.
The first section provides a brief introduction to the major theore-
tical developments in regard to demand for money, and refers
thereafter to the analytical ideas that have appeared in the Indian
literature on the subject. In the second section, the empirical
writings on the demand for money (and for its components) in
India are reviewed. The final section is in the nature of stock-
taking of the work done so far on the subject and of indicating
the directions and areas which need to be.further probed into.

@ A. Vasude_van‘ is Deputy Director in the Economic Department.

*S. K. Basu inhis Presidential Address to the 46th Annual Conference
of the Indian Economic Association refers in broad terms to studies on the
demand for money in Indiz. This however has by now become inadequate.
See Indian Economic Journal X1, No. 3, January - March 1964,
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I
 The Theoretical Backdrop and Analytical Ideas

4. The earliest and the most influential analytical approach
to the demand for money, was probably that of the quantity
theory of money, the essence ot which was captured in the form
of an equation of exhange by Irving Fisher. The simple identity
enunciated by Fisher was : MV=PT, where M would represent
the quantity of money, V the number of times money turns over,
P the price level and T the volume of transactions. Under condi-
tions of full employment, the determination of price level would
depend anly on the quantity of money, since the ratio of the
volume of transactions to the level of output is fixed and since
the transactions velocity does mnot alter materially in the short
run. In equilibrium, as ‘the supply of money would be equal to
the demand for it, Fisher’s equation may be recast, thereby
accommodating the approach of the Cambrxdge school to the
quantlty theory of money.

Since Ms=Md ..............(D
Md=K.PR............(2)

where Ris, in the language of Pigou, “the total resources”* (i.e.,
total national output) and K the proportion of these resources
that the community would keep in the form of titles to legal
tender. P is the price of money in.terms of things (unlike,. in
Fisher’s equation of exchange, where P is the price of things. in
terms of money). Combining the equations (1) and (2) we would
get : o o

Ms%é = Ms. V=PR........(3)

where

\J Tepresents not the transactions velocity of money as in Flshcr
but its income velocity. As such it is not the number of times
aunit of money physically turns over, but rather its rate of circula-
tion relative to the rate of production of output.

- *A.C. Pigou, “The Value of Money,” in Reading in Monetary Economics,
George Allen & Unwin, London 1952. ;
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5. Whether one accepts Fisher’s approach or the Cambridge
approach, the main proposition is that the community’s demand
for money is mainly influenced by the volume of t1ade that goes
on in an economy at any time, and therefore is a constant propor-
tion of the level of transactions, which, in turn, has'a constant
relationship to the level of national income. This brings to the
fore the function of medium of exchange that money performs.
Since the demard for money-depends on the level of income, the.
classical model envisages that the crucial factor of disturbance
would be the size of money supply. As such, the demand for
money would be totally insensitive to the rate of interest.

6. It is, however, pertirent to point out that while Fisher
wanted to know as to what determined the amount of money
needed to carry out a given volume of transactions, the Cambridge
economists merely asked as to what determined the amount of
money that an individual wished tc hold, given the desire to
undertake ‘transactions.* In other words, the Cambridge eco-
nomists recognized the individual’s choice-making behaviour
towards money holdings, but preferred to simplify the problem
by assuming that, ceteris paribus, the demand for nominal money
would be proportional to the nominal individual incoime, and
hence for the whole of the economy as well.

7. Keyres did not altogether reject the classical—in parti-
cular—the Cambridge point of view. He viewed money not
only as a means of paying for transactions on a day-to-day-basis
and for meeting any contingencies bat also as a store of value,
helping individuals to make speculative gains. According to
him, cash held for transactions and precautionary purposes (Ly) -
is essentially determined by the level of incomef while the pre-
ference for liquidity for speculative purposes (L,) is influenced
by the rate of interest (r). The rate of interest employed by
Keyres was the long-term bond rate. The total demand for
money thus would be Md=L,+L, and sirce L,=f(y) and
Ly=f(r), Md =f(y,r) where y is the level of income and 1 the rate
of interest. Given the level of income, it would be relatively
easier to know the transacticns demand for money, also referred

_*David E. W. Laidler, The Demand for Money, Theories and Evidence,
Allied Pisblishers, Bombay 1972 pp. 48-50. . g '

. &1Itis inportant to note that Keynes had recogrized that the converience
in holding cash for transactions and precautionary purposes.could be traded
off against the return from holding other assets. ~This indicates that L 1 too
is a function of rate of interest, but as Keynes did rot stress this point in his
analysis, it was largely ignored. : '
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to as the demand for active balances, whereas the speculative
demand, or the demand for idle balances would be low when the
rate of interest is expected to fall (since this would imply larger
-demand for bond holdings in view of the capital gains involved)
and high when the rate of interest is expected to go up (since
bond holdings would entail capital losses). The rate of interest
considered by Keynes was the current one. But as there is. no
way of knowing as to when the rate of interest is expected to
change, Keynes argued that at any moment, there will be a level
of interest rate which may be called ‘normal’ in relation to which
the current level of interest rate would be posited.. Keynes
postulated that at a certain low level of interest rate, every one
in the economy will expect the rate of interest to rise fast and
adequately enough for them to either prefer cash to bonds or be
indifferent between bonds and money. This low level signifies
the ‘liquidity trap’, whereat the demand for money in the aggregate
would be perfectly interest elastic. In other words, any increase
in the quantity of money at the point of liquidity trap would
simply be absorbed without any effect on the rates of interest.

, 8. Given this background, the Keynesian argument may.be
generalized. If the current level of interest rate is low/high,
people will expect it to rise/decline and will therefore show prefe-
rence to hold cash/bonds. In a short period of time, the total
demand for money would be a function of income and of rate of

_ interest.*

9, The Keynesian approach contributed to considerable
thinking on the subject. Instead of the long term rate of interest
employed by Keynes, short term rates of interest were regarded
as opportunity costs of holding cash in pure form. The work of
Kalecki in this regard was well-known and was followed by Hyman
Minsky and several others.@ The transactions demand for money
was viewed in terms of inventory holdings and the costs involved
in them by William J. Baumol.£ Tobin analysed the speculative
demand for money and evolved what has come to be now known
as the portfolio balance approach, as per which the diversified
portfolios of assets of individuals are viewed in terms of the ex-

*Since individuals can exercise their choice between cash and bonds, de-
pending on their expectations about interest rates, in the long-period, real wealth
too would be an important variable influencing the aggregate demand for money.

@See M. Kalecki, Theory of Economic Dynamics, George Allen & Unwin
Ltd. London 1954, Chapter 6. Also Hyman P. Minsky, “Central Banking
and Money Market Changes,’””. Quarterly Journal of Economics, May 1957.
. W, J. Baumol, *“The Transactions Demand for Cash—~An Inventory Theo-
retic Approach,” Quarterly Journal of Economics, November 1952.
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pected rates of return and the anticipated risks in asset holdings.
Milton Friedman,** assuming that people hold money, regards
the demand for money as a function of wealth, which includes
a conglomeration of assets, the expected rates of return on assets
(adjusted for the capital gains/losses entailed in holding them),
the price as well as its rate of.change, and a ratio of human to
non-human wealth. Friedman’s effort was to resurrect the quan-
tity theory of money in a new garb. . The higher the yields on
different financial assets, the smaller the demand for money.
Similarly, the higher the 1ate of change of prices, the smaller
the demand for money. On. the other hand, the higher
the level of prices, proportionately higher would be the demand
for money. Similarly, the higher.the ratio of human to non-
human wealth or higher the level of weualth, the higher the demand
for money. While the nature of influence of the important deter-
minants of demand for money is expected t¢ be of the kind descri-
bed here only under the ceteris paribus assumption, it is clear that
. Friedman did not want to specify how important the relationships’
would be. From his own empirical investigations@@ he found
that the relationship between money supply (which includes time
deposits) and ‘permanent’ income over each business cycle during
the period 1869-1957 in the U.S. was not close enough to give
reliable predictions -of annual variation in the velocity of circula-
tion. - ' S . - o

10. One cannot say more on these modern post-Keynesian
developments without reference to empirical evidence. What is
important to note is that while the Keynesian and portfolio balance
approaches strongly indicate that the demand for money, as re-
flected in the income velocity of mongey, is not stable, the classical
and Friedman approaches believe in its stability, at any rate, inthe
short run. T ' ' .

11._ The question to be ‘asked is whether the demand for
money in economies which are less developed and less industria-
lised is likely to be stable and influenced by the same set of factors,
as in developed economies. On the analytical plane, the dernand
for money in India was viewed as a function of marketed agri:
cultural surpluses by Saravane [15] on the ground that ina pre-

t J. Tobin, “Liquidity Preference As Behaviour Towards Risk,” Review of
Economic_Studies, February 1958. o B
**M. Friedman, “The Quantity Theory of Money, A Restatement” in his
edited, Studies in the Quantity Theory of Money, Chicago, Illinois 1956. -
@@Milton Friedman, “The Demand for Money—Som: Theorctical and
Empirical Results,”” Journal of Political Economy, Junc 1959, - S
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dominantly agrarian economy, a decline in marketed output, under
conditions of constant total agricultural output and total money
supply, “can be expected to lead to a rise in the general price level
and total income, and thereby can be expected to raise the mea-
sured inccme velocity of money.”* In fact, it may be argued that
when there occur shifts in marketed output, money supply need
not remain unchanged. For, when agricultural commodity
hoards are financed fo1 making speculative gains—by withdrawal
of idle money, banks would face cash drain, which, under frac-
tional reserve banking, would bring about a multiple contraction
of banks’ earning assets and deposits, unless counteracted by
monetary authorities through, for instance, reduction of excess
cash reserve requirements. Cash drain from the banks can lead
not only to «n alteration in the composition of money supply
but also to a reduction in the total moncy stock.

12. Saravane, however, was aware that the state of inflation
emerging from a fall in marketed cutput is sustained by a rise
in the income velocity of money and may peter out when the rate
of interest rises sharply owing to reduction in money supply.
Such an eventuality may not occur in the short run. However,
Saravane’s analysis would hold good wunder highly restricted
assumptions such as the absence of changes in money supply, in- -
terest rates, commodity prices and prices of gold; it will be of very
limited relevance to an econcmy which is rapidly diversifying
and which has a noticeable large skill formation.

13. The post-Keynesian thinking that money is one of the

main assets that are held by economic units has given rise to the
idea that commodities too can be held as assets, for purposes of
making gains in future. Kamta Prasad [14] added commodity
stocks to those of financial securities in his demand for money
function, which is essentially of a Keynesian variety.. His pro-
“cedure yielded very significant empirical results, (considered in
the next section) which may be defended on the ground that in the
less developed economies where agricultural commodities are
‘rampantand security markets underdeveloped, speculativehoarding
pf agricultural commodities by traders (who combine with them
Indiger.ous banking functions ir certain cases) is gererally seen.
The inverse relationship between the rate of interest and the
financial assets, as postulated in the standard Keynesian treatment,
can be thus generalized to include commodity-stocks in the
cluster of financial assets as alternatives to money.

* Saravane [15], p. 39.
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II
Empirical W.ritings
The Macro ~Approach -

14. The empirical writings, which are reviewed in this sec-
tion, may be classified into (a) those which adopted a general or
macro approach to the demand for money or its components, and
(b) those which adopted a sectoral approach to the theme. We
shall first deal with the macro approsch. Biswas [4], Balbir
Singh [2], Gujarati [7] and Suraj Gupta [10] obtained results
which validated the classical approach of treating the demand for
money as a function of income. . Using the Indian data for the
period 1935-55 Biswas [4] found, by means of regression analysis
that changes in non-farm income rather than national income,
explained the aggregate demand for money. He also indicated
other influercing factors such as share prices, growth of pcpula-
tion, wealth and monetisation. - An interesting conclusion emerg-
ing frem Biswas’ study was that the short term rate of interest had
little influence on the amount of money needed, either by itself
or together with non-farm income and share price index. His
equations for cuirency demand (based on the data for the years
1935 to 1951) however, were fourd to be unreliable. The demand
for bank money, in Biswas’ study, was influenced, to a consider-
able extent, by the long term rate of interest and partially by cor-
porate income and share prices,

15, Gujaiati- [7] employed the data for the more recent
period, 1948-64 and tested the following functional relation :

A A e (-2
M,=A - R, - Y, - M,_,

where M, is aggregate real balance at time ‘t’, } the coefficient
of elasticity of adjustment, R the yield rate of the Government
of India Rupee Securities having maturity of 20 years or more,
Y the real rational income. Transforming the equation into
logarithmic form, Gujarati found out that while the short run
Income elasticity was 0.69, given log M _;, the short run interest
elasticity was only 0.10 and statistically insignificant. 1 at
0.4716 (1-0.5284), suggests that 47 per cent of the discrepancy
between the actual and desired cash balances was eliminated in a
year. The long run demand function for money also showed
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that it is income elastic and is not responsive to interest rate
changes.

16. 1Itis pertinent to ask as to why Gujarati’s results differed
from those of Biswas. The period covered by Biswas, namely
1935-55 was essentially one which saw little diversification of the
economy and commercialization of agriculture. Whereas, -Guja-
rati dealt with a period in which considerable monetisation took
place and planned industralisation undertaken. Besides, the.
national income data are relatively authentic only since 1948-49,
For the catlier years, therefore, the estimated figures are subject
to many errors of methodological and statistical mnature.
Consequently, Biswas’s results seem to have been somewhat
vitiated.

17. Employing relatively recent data for the period 1950-51
to 1974-75, Suraj Gupta [10] tested two regression equations—
one for real money demand and the other for nominal money
demand — and arrived at results similar to those of ‘Gujarati.
However, Gupta used short-term rates of interest. as against
Gujarati’s use of long-term Hterest rz rate. -Gupta’s results were :

~log %4:_—; 048 + 1.001 logXe0.130 log P—0.03210g 1y
(—0.528) (4.880) - (—1.803)  (—0.368)

R%=0.924 D. W.=1.323

log M=—2.280 -+ 1.035log Y — 0.010 log r;,— 0.167 log
(—1.715)  (11.036)  (—0.165) (—0.977)

=0,991 D.W.=1.477
(Bracketed figures are t — ratios)

Inthese equations, X stands for real income, Y for nominal income,
P for wholesale price index number, r;, for 12-month time de-
posit rate of commercial banks and rp the bazar bill rate for
Madras. The equations showed that while money demanded
was a proportional function of income, the rates of interest on
non-money assets were not statistically significant in explaining
the observed changes in the real/nominal money balances held
by the public. ,
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18. Suraj Gupta’s conclusion that short term rates of in-
terest were not inversely related in a significant way to the income
velocity of money was further testified by Vasudevan [21] who,
by means of a simple graphic expositiop, showed thz}t during the
period 1951-52 to 1973-74, neither the income velocity of money
was stable* nor was it inversely associated, even when. three-year
moving averages are worked. out, with the ‘hundi’ rate,.the bazaar
bill rate at Bombay, and the Bombay call money rate.

19. It is possible to show that neither a long term rate of
interest nor a short rate would make a difference to analysis on
the basis of the study -of Balbir Singh [2]. Balbir Singh tested
the aggregate demand function for money with reference to the
data for the period 1949-50-1965-66. Among the explanatory
arguments, the factors included were : measured national income,
the rate on Government securities, the treasury bill rate, the
bazaar . bill rate, and tangible national wealth. Balbir Singh’s
equations revealed that total income and monetised income were
significantly important in explaining money demand.- They also
showed that inclusion of a long term rate did not improve the
R2: it, on the other hand, gave insignificant coefficients. Simi-
larly, the coefficients of short term interest rates were statistically
insignificant. The introduction of wealth made the income re-
gression coefficients either negative or insignificant, thereby im-
plying that income and wealth together cannot be taken as argu-
ments of the demand function. '

o 20. In contrast to the conclusion that the demand for money
1s income elastic is the view that it is interest elastic — an approach

. ¥In this connection, refer to estimates of income velocity made by several
writers. Bhabatqsh Datta calculated income velocity for the period 1951-52
to 1969-61 and estimated the variation in it as lying in the range of 4. 57 and 5.84.
See his Es;ays in Plan Economics, World Press, Calcutta 1963, p. 177, p. 179.
R. J. Bhatia used the reciprocal of real income velocity with 1952-53 as the base
year. Though he did not give absolute figures for different years (1951-52 to
1958-59) he gave relative rates of change in the reciprocals of real income ve-
locity and §h0)yed that they stayed within the range of 4. 163 to —.125. See
R. J. Bhatla,” Thq Role of Monetary Policy in Price Stability — The Indian
Case 1951-59" Review of Economics & Statistics, vol. XL111, No. 4, November
1961. Sastry [16].estimated the reciprocals of nominal incorne velocity of
money for the years 1935-36 to 1960-61 (excluding 1947-48) and found that
they varied between 0.1648 and 0.3802. Tn Khusro [12] too, the income ve-
locity of active balances varied from 3.53 to 10.61 berween 1938 and- 1952.
Kamta Prasad [14] found that the income velocity of circulation of money
varied from 3.142 in 1950-51 to 4.148 in 1965-66.  What is more, the rates
of change in income velocity varied widely from year to year : the coefficient
of variation of such changes was 218 per cent between 1951-52 and 1965-66. -
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which is largely, if not strictly, Keynesian.* Shah [18] and Sastry
[16] were the main advocates of this viewpoint. Shah [18] devised
three concepts of demand for money, viz., the transactions velo-
city (the ratio of number of cheques cleared to the amount of net
demand liabilities of banks per annum), the income velocity of
money (the ratio of national income to currency plus demand
deposits) and the income velocity of ‘broad’ money or aggregate
monetary resources (the ratio of national income to currency and
total demand and time liabilities). He took the year-end mone-
tary data for the period 1948-49 to 1958-59. By means of simple
regressions he found out that while real income per capita was not

_an important determinant of monetary velocity, the transactions
and income velocitics were sensitive to interest. The interest
rate chosen by Shah was the 3 per cent 1966-68 loan yield.. His
short rate was the difference between the long rate and the 3-month
deposit rate. "

21. . Shah’s contribution was weak on at least two counts.
As pointed out by Amitabh Sen [17] mere cheque-velocity was an
extremely poor approximation to transactions velocity in an
economy. which is dominated by currency in its money supply.
Besides, Shah usad yedr-end ratios,. which will lead to under-
estimation of results, in view of the spending spree to which the
Government. normally resorts to at the end of the fiscal years. .

. 22. A more elegant effort was made by Sastry [16] to show
that the ratio of money supply to national income was inversely
related to the rate of interest during the period 1935-36 to 1960-61.
By regression method, he found that the interest-elasticity of
demand for money held good in respect of the treasury bill rate
(1), the yield on undated rupee paper (r) and the yield on
Government securities (rp). However, Sastry’s approach could
be defended only under the assumption that the income elasticity
of demand for money was unity. Besides, the period chosen by
him was such that it is bound to give urusual results. Inthe first
place, the national income data for years earlier to 1948-49 are, as
already pointed out, likely to be unreliable. Moreover, the
period covered years of war and economic stagnation on the one
hand and years of initial industrialisation efforts.on the other.

. *Keynes’ overemphasis on the speculative demand for money tended to
give the impression that the aggregate demand function of money is determined
wholly by the interest rate. But this view is only partially correct and is not
strictly Keynesian, since the transactions demand for money whichis dependent
upon income is likely to be sizeable particularly in low income economies.
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.23. In fact, a more direct, appealing and a strictly Keynesian
approach to the demand for speciilative balances was adopted by
Khusro [12] and Kamta Prasad [14] who sought to find out as
to how far idle balances are inversely related to the rate of interest,
Khusro's [12] article was, ina sense, seminal and the earliest con-
tribution to the. subject. Following Keynes, Khusro took into
account only the long rate, the yield on Government of India’s
3} per cent perpetual bonds that were converted into 3 per cent
conversion loan in 1945-46 without maturity date but callable at
any time after 1986. The period he took into account was 1937
52. His objective required him to first estimate the level of idle
balances. He derived them from . ‘active’ balances M,
The highest value of income velocity in a year was taken as an
indication of money demand for active circulation, and on the
basis of the highest value, active balances for each year were
computed. Deducting the active balances from money supply
and then adding to the resultant, time deposits (which by definition
were regarded as idle) gave series of idle balances for each year.
The series then were subjected to a simple regression test, the
equation for which was of the following kind:

r=a—bM,...(1)

He obtained a correlation coefficient which was found to be highly
significant. '

- 24. However, as ‘idle’ balances were derived in a crude
fashion, Khusro had set upon himself the task of computing them
through multiple regression—a procedure which, considering the
year of publication of the article, was indeed ingenious. He
assumed that the stock of idle balances would depend on the stock
of wealth, and- a ratio between them would be inversely related
to the rate of interest. The wealth variable was measured by the
~ quantum of assets (A), which was made equivalent to national

debt and share capital of enterprises. Since bonds and shares are
substitutable, share capital along with other debt assets has a com-
;inortx. frontier with money. His equation (1) thus took a modi-
cation : . : -

r=a—b.M,/A ,(2) -

As M, is M—M,
r==3—b M_! (2b).

A
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Since M; is a constant fraction K, of national income, Y

M—K;Y
r=a—Db. -—Al— (20)

Eq.(2c) may be expanded thus :

Y

., |
I'=a.——b. K'f-b. Kl K (2d)

When empirically tested, the eq. (2d) yielded the following results:

- M Y
rf3.54—0.917 —A+0'104 x

and R2=0.648. By dividing the regression coefficient (b.K;)
by (b), K, was obtained, which was 0.113. The 1eciprocal of K,
(being the income velocity of active money V,) turned out to be
8.84. Dividing the national income of each year by V,, the
series of M, were obtained.  Through M;, M, series were ob-
tained by (1—M,), and correlated to the long-term rate of interest.
The result was

r=3.480 — 0.00003 M,
| - r=—0-601

Diirjding M, by A, and relating it to the long-term rate yielded
a higher r, of —0.648 and the regression equation estimates as
below : o

— M2
1=3.542 — 0.918

Khusro found that the elasticity of the interest rate with respect
to the liquidity ratio M,/A was —0.052. . This implied that a .
large proportion of the movement in the rate of interest was on
account of a change in the ratio of idle balances to total liquid
assets of the private sector.

25. What was found to be extremely significant by Khusro
for the period 1937-52 was found to be insignificant by Kamta
Prassd [14] for the period 1950-51 — 1965-66, though, in Prasad’s
study, the interest rate was the average rate on Government secu-
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rities and time deposits, and securities or assets refer to Goven-
ment securities, private debentures, equities and time deposits
with all commercial and State co-operative banks. His estimates

were <

M Y
£=5.3675 — 7.5090 x + 1.2862 x

S.E)  (—4.1) (—1.4)

“The regression coefficient of Y/A was not significant. Besidgs,
there was a high correlation between M/A, and Y/A, the coefficient
of correlation being 0.901. As an alternative, therefore, Kamta
Prasad used the simple regiession of the equation like r=a—bM,,
where M, is ‘idle money’ as derived from active balances on the
basis of the minimum value of the income velocity during the
period under consideration. The correlation coefficient was
'—0.746, and was significant at 5 per cent. However, the results
were not satisfactory enough to explain the major portion of the
variations in interest rates. This was, as Kamta Prasad himself
was aware, due partly to estimates of idle money and partly due
to the fact that both idle and active balances tend to be inter-
dependent and overlapping.

2.6. To obtain better results, Kamta Prasad employed the
technique of adding an additional argument to the speculative
demand for money function. His equation was :

. M, CP
r=a—b ynllen q .

where CP/A is the ratio of the value of stocks of commodities to
total assets. His results were :

| ey o
r=5.4000 — 2.3516 —% — =
| 0 —2.3516 ¥ —1.4659

SE) (13.6) (1.5  (=3.6) -

The corrslation coefficient wes 0.97 and was significant at 1 per
cent level. The regression coefficients had the expected signs.
Although there was an element of multi-collinearity betwesn
My/A and CP/A, the improvement in the value of correlatios
was an important gain of the exercise. C =
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27. Clearly, Kamta Prasad’s study has helped to show that
Khusro s succeassful testing of the Keynesian hypotkesis was essen-
tially facilitated by the data of the petiod, 1937-52, for 4 large pcr-
tion of which, dependable national incom:e series are not available,
It also shows that though commodities ar¢ hoarded in develop-
ing economies for making speculative gains, addition of stocks
of commodities as proportion of assets to the explanatory argu-
ments does not make the speculative demand function foc . money
stable, as cun be seen from the estimates of standard eirors of the
regression coefficients. Since ‘active’ and ‘idle” moncy balances
are not mutually exclusive, it appears thatit would be more useful
to have an aggr.gate demand for money function of the Keyne-
sian type, with both income and interest rates as important argu-
ments, rather than demand functions for active and idle balances
separately.

28. An effort in this direction was made by K. L. Gupta [9]
and Venkatachalam and Anjaneyulu [22] though K. L. Gupta
mainly directed his analysis to disproving Gujarati’s conclusion
that the aggregate demand for money function is not interest
elastic. - K. L. Gupta [9], employing the data for the period
1949-50—1965-66, tested a multiple regression equstion wkich
sought to explain nominal aggregate money demand through
real national income, non-human wealth, lagged money stock,
and yield on 90-day treasury bills. The coefficients of the short
dated treasury bill rate and real national income turned out to be
significant, On the other hand, the coefficient of wealth was not
significant, thus indicating, as pointed out earlier while discussing
Balbir Singh’s contribution, that real income and wealth together
cannot be taken as arguments of the demand function.

, t 29. However, in the demand for currency function of K.L.
Gupta, the explanatory variables which were statistically signi- |
ficant were the real income, wealth and treasury bill rate. The co-
efficient of lagged currency, onthe other hand, was not significant,
thereby showing that the actual and desired balances for currency
get adjusted immediately. The yield on long-term government
securities also proved to be a statistically insignificant argument.
The demand for demand deposits was sought to be cxplained
by K. L. Gupta in terms of real income, the yield on commercial
bank time deposits, the three-month treasury bill rate, the yield
on private securities, wealth and lagged quantum of demand
deposits.  All the explanatory variables proved to be statistically
significant. Gupta’s results showed that time deposits were
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close substitutes for demand deposits and wealth influenced the
demand for demand deposits. ‘

30. G. S. Gupta [8] too, like K. L. Gupta, disaggregated
the demand for money function in respect of the data for 1948-49
through 1967-68 as a part of his monetary policy model for India.
. His demand for currency equation had, as arguments, nominal
national income, an average time deposit rate, and a time trend.
All the regression coefficients were found to be statistically
significant. The demand for demand deposits too was explained
significantly in terms of non-agricultural income at current prices
and an average loan rate. The coefficients in regard to the in-
terest rate were negative in both the equations and therefore
substantiate the belief that time deposits and other non-bank liabi-
lities in the private sector are substitutes for money and suggest
that the demand for money is interest-elastic in the Indian context.
Gupta also showed that time deposits too are interest-sensitive.

31. A more sophisticated approach to the demand for
currency and demand deposits was attempted by Thampy
Mammen [20] in his study of the monetary sector of India.
Employing 11 equations in his structural model and covering
- the years from 1948-49 to 1963-64,, Mammen estimated the
structural parameters by means of two-stage least squares method.
.Since income may not be strictly exogenous to the monetary
sector, income was estimated first from the real sector and
grafted on to the monetary sector as if it is exogenous. Both
on the basis of the ordinary least squares method and two-stage
least squares method, the coefficients of income, and 3-month_
Wt rate were rightly signed and were significant

gh to explain the demand for currency and the demand for
demand deposits. In respect of currency demand, the time trend
(2 proxy for monetisation) was also found to be an important
explanatory argument.

32. Venkatachalam and Anjaneyulu [22] found out through
regressions on the data for the period 1950-51 - 1969-70, that
the main determinants of income velocity were per capita nominal
Income, the call money rate and the rate of monetisation as given
by the trend value: the regression coefficients had the ex-
pected signs and were highly significant; however, the results
did not take into account changes in the price level which need
to be considered, since nominal income, not the real income was
one of the major arguments.
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33. While all the contributions so far reviewed were cast
in the Classical and Keynesian moulds, there was a sole attempt
by Thampy Mammen [19] to test Milton Friedman’s theory of
the demand for money with Indian data for the years 1914-15
to 1963-64. The specified demand function was :

Mt =K (Yt*)é P""t Ut . 1

where Yt* is ‘permanent’ real income, Pt* is ‘permanent’ price
level, Ut random error term, Mt the nominal money stock, K
and 3 are parameters while t refers to the time period. Yt* and

Pt* were. specified in Koyck-type distributed lag form :

t )

—1

—2.2 (="

V=12 a=nly,
* °§ : ’ '
— > R §

Po=n;Zy U= P ‘- ©)
where (1- 1) and (1 -u) are coefficients of decay for. income and
price respectively, and together making up unity. Substituling
(2) and (3) in (1), the demand function for money was simplified
thus :

M, ==l KX p+ (1—A+1—p) In M, —(1—4 (1—u)
In Mt_2+3}, Yt—A(1—pu) Yt—l
+0 Py —p(1-) Py +Wy >
Where
Wi=Up—(1—a+1—#) Upp + (1~ (1—0) Vp2

Thampy Mammen estimated the parameters for demand for
currency thus ;-

Period K 5 2 p
1914-15 to —0.8405 1.8538  0.1763 0. 8494
1963-64 (0.5326) (0.3520) (0.0628)  (0.0971)

(figures in brackets being standard errors)
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The coefficient -of decay (1—4) relating to the formation of
income expectation was 0-82 (1—0.1763), wl}ich was larger ttan
its standard ertor. This would signify that income expectations
are based on past experience.’ On the other hand, (1—u), the
coefficient of. decay regarding price expectation was only 0.15
(1-0.8494): it shows that past experience does not influence price
expectations. .

34, These results, however, were obtained on the assum-
piion that the exponent of P¢*is unity. = Incase this assumption

is released, and parameters estimated, the coefficients of decay
for income ( 1—A ) and for price ( 1—u ) would, as shown
by Mammen, work out to 0.73 and 0.20 respectively. When
compared with the coefficients of decay derived earlier, these
show that the weight for income was higher than that for price
during the period under consideration. The implication of the
result is that monetary policy can be largely based upon current
income — a conclusion which runs cortrary to Friedman’s view
that monetary policy should. be based upon estimated permanent
income.

35. The important point that seems to emerge from an
examination of the emipirical writings.so far surveyed of those
which adopted a general or macro. approach is that the influence
of income on the demand for money is more certain than. that
of the interest rate, whether it is short-term or long-run. How-
ever, the contributions of K. L. Gupta [9], Thampy Mammen
[20] and" Venkatachalam and Anjaneyulu [22] suggest that as
the economy gets to be more and more developed and diversified,
the demand for money is likely to be influenced by more than
one factor.

Sectoral Approach

36. Of the writings which adopted a ‘sectoral’ approach,
the effort of Saravane [15] stood out easily as the most compre:-
bensive and laudable. Saravane tried to estimate the demand
for money by the household sector and business sector scparately
for t!le years 1950-51 to 1962-63. Besides, he attempted to
explain the behavioural relationships in the sectoral demands.
Apa;t from Saravane’s work, Divatia and Venkatachalam’ 16)
dealing with the household demand, Avadhani [1] and Bulbir
Singh [3] dealing with the business demand for money were the
main contributions to the sectoral approach, We shall first
review the writings on the houschold demand for money.
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37. Both Saravane [15] and Divatia and Venkatachalam
[6] arrive at net disposable income of the household sector by
deducting all direct taxes and retained earnings from the private
income figures. Divatia and Venkatachalam go further and deduct
therefrom the value of self-consumption of foodgrains to obtain
the personal disposable income in the monetised sector. Esti-
‘mates of currency and deposits with commercial banks of the
household sector were made in both the writings in much the
same way. Currency held by the household sector was obtained
by deductmg the currency holdings of the corporate sector, the
local authocities and Government companies from the total
stock -of currency held with the public. Household deposits
with commercial banks were compiled out of the Reserve Bank
data of ownership of deposits.

38. While Divatia and Venkatachalam adopted regression
analysis to study the determinants of houschold demand for
money, Satavane approached the subject from an analytical angle.
Over- the period 1951-52 through 1962-63, Saravane found that
the household income velocity of money had gone ug, due to rise
in income velocitics of currency as well as money balances.
However,  as currency holdings dominated the total money hol-
dings of the sector, changes in-the income velocity of .money
largely reflected changes in the income velocity of currency hol-
dings &s well.

"~ 39. Saravane observed that changes in the household de-
mand foc money were influenced to a considerable extent by
shifts that occured from money balances to near-money assets
which were defined as time and saving deposits. Such shifts
were attributed to the fact that near-money asscts earn attractive
teturns unlike pure cash, besides being generally liquid. During
the period under study, Saravane found that the asscts suptlied
by the non-banking financial intermediaries, such as life in-
surance and provident fund assets, the claims against Govern-
ment and shares and securities of the corporate sector had proved
to be poor substitutes for money. On the other hand, ‘loans
and advances’ in the form of ‘deposits of the sector with the non-
financial corporations’ by virtue of their high yicld rates had
affected the household income velocity of mondy, at lcast in the
§hort run. On the whole, the hcuselold sector had increased
1ts liquidity position in the scnse that the increase in its quantum
of debts was more than matched by the increase in its amount of
assets. Besides, the structure of its debts poised towards illi-
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quidity was more than offset by the structure of its assets poised -
towards liquidity. In the face of the increased (and increasing)
liquidity, there was a latent power of the household sector’s
income velocity of money to rise, in the event of which, prices

would rise. - ‘

~ '40. An interesting point made by Saravane related to the
effect of income distribution on the household demand for money.
The rural household saving income ratio was more or lzss constant
while the urban household saving-income ratio increased by about
2.5 times between 1950-51 and 1962-63. . In general, it was found
that there existed an inverse relationship between the average
values of the income velocity of money and the saving-income
~ratios. This implied that the urban income velocity of money
had tended to decline, or be depressed, particularly in view of ths
urban householders’ propensity to save in financial assets. Even
among the. urban households, it appeared, from the survey
-data. of urban incoms and saving for 1960 (conducted by th:
National Council for Applied Economic Research) that the top
14 per cent of urban households with monthly income of
" Rs. 3000/- or more was responsible for the entire urban savings.
This suggested that the behaviour of this proportion of urban
households would bz largely responsible for the changes in the
income velocity of money.

41. Divatia and Venkatachalam [6] employed data for 16
years from 1952-53 to 1967-68. Their aggregate household
demand for money was - S

Midh=1a + b1+ cvdn
where r; is the yield on variable dividend industrial securities, a
proxy for long-term rate*, Ygp the money supply of households

(currency of households plus demand deposits of housebolds).
The results obtained were : :

M,;dn=238.1507 — 64.6315 r, + 0.2344 Ygn
SE  (76.7482)  (0.0123)
R?=0.9229 D.W=1.6835

*Divatia and Venkatachalam did not report the re i
I gression result when a
short-term interest rate (3 month deposit rate) was used as an explanatory
argument, since they did not get the expected sign.




RESERVE BANK STAFF OCCASIONAL PAPERS 77
log Midh= 2.1433 — 0.1719 log r; <+ 1.0996 log Ydn
'SE (0.1399)  (0.0536)

R2=0.9322 . D.W=1.65%

Clearly, the fits were satisfactory. The income variable had the
predominant effect and the income elasticity of demand for money
was about 1.10 as per the double-log equation. The interest
elasticity was negatively signed but was not highly significant.
The negative co-efficient of the long term rate, however, was a
pointer to the prevalence of substitution between money and long-
term financial assets, however small this effect might be.

42. Divatia and Venkatachalam also tested the household
demand for ‘broad” money, the equations for whick were fitted
with income variable and alternative interest rates, r, and 1,
(rate offered by commercial banks on 12 monthly deposits).
Where both 1, and r, together appear, the fits were the best. It
seemed that the presence of r, had ensured that r, was statisti-
cally significant. This meant that ry, without r,. did. not yield
a useful fit. S ' o

43. The authors also tested the household demands for
currency, demand deposits and time .deposits. . The. households
behaviour in respect of the demand . for currency was uncertain
in that the observed substitution effect between curiency «nd other
assets, though undoubtedly wcak, indicated that it contained
‘idle’ balances as well. . The ambivalence in the result was pro-
bably on account of the aggregation of ‘rural’ and ‘urban’ house-
holds, a point which was taken care of in Saravane’s analysis.
The total income elasticity of demand fox currency was about 0.9.

44, 'The households demand for demand deposits was both
price-elastic and intetest-elastic. The income elasticity in this
regard was about 1.5. Time deposits were found to be highly
interest elastic, and income-elastic. The latter was 1.6, and the
former—0.3. The equation results showed that there was a
significant substitution between time deposits and other financial
assets, especially the corporate securities. :

45. Asregards the business demand for money, both Saravane
[15] and Avadhani [1] relied on the Reserve Bank of India’s data
of company finances, while Balbir Singh [3] used data pertaining
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to 800 firms for the year 1969 compiled from the Stock Exchange
Official Directory. Saravane’s study dealt with large and medium-
sized non-government and non-firancial public limited companies
for the period 1950-51 thiough 1963-64. Avadhani took iato
account all the public and private limited companies coveied by
the RBI study for the petiod 1930-51 to 1963-64.

46. Saravane measured the business demand for money in
terms. of the ratio of money holdings to sales plus other income:
The money holdings imply ready means of puichasing
power, i.e. cash in hand and current deposits with banks. Busi-
ness demand for money can also be measured in terms of
the ratio of ‘quick assets’ (money balances, fixed .deposits . and
government and semi-government securities) to szles plus other
income.. . These two ratios. along with the curicnts ratio
provide the best qualitative as well as quantitative indices of
the firm?s liquidity position. .

47. Saravane measured the business velocity of money in
an ingenious manner by taking the reciprocals of money balances -
to sales ratio and of quick assets to sales ratio. The former reci- |
procal is, correctly speaking, the business velocity of money .
and the latter the business velocity of quick assets. '

48. - Saravane found that the velocity of quick assets as well as
the.velocity of money balances tended to move upwards over thé
period 1950-51 to 1963-64. The velocity of money balances,
however, rose much faster than the velocity of quick assets between
1955-56 and 1963-64 : this, according to Saravane, was on account
of short-run shifts between money balances and fixed deposits,
and perhaps also. due to the iise in trade crédit. On the other
hand, the current ratio exhibited a declining trend over the 14
year perlod 1950-51 to 1963-64.

.~ 49. The liquidity behaviour of the corporate sector was
xgﬂ}xcnced by.thc trends in the accumulation of non-current assets,
dividend policy, profit rates and .the cost and.availability of
finance. The dividend payout (cash dividend/net profits) was
negatively correl.atcd with the net profit margin (net piofit-after
tax and depreciation-divided by. total sales). The net profit
margin declined sharply during 1952-53, and rose equally sharply
from 1953-54 to 1955-56. They were squeezed theceafter tiil
1959-60 when they rose temporarily, only to decline in the remain-
ing years of the period stuaied. The debt- equity ratios were
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subject to an upwaid trend, thus indicating that the business
demand for money balances also tended to rise. This is in
conformity witt the observation that the velocity ratios rose
while the liquidity ratios showed a' declining trend.

' 50. Avadhani [1] also found that the business sector’s
transactions velocity of money rose upward between 1955-56 to
1965-66. By simple regression analysis, he tried to arrive at the
conclusion that income (i.e., sales and other income), current
expenses, and net assets explain variations in money balances of
firms, particularly better in respect of private limited companies.
In both the cases of public and private limited companies, the
regression coefficients of the income variable wece noticeably
high and highly significant. When income rises by 1 per cent,
the demand for money would go up by 2.2 times in the case of
public limited companies and by 1.2 times in respect of private
limited companies.

51. Although income was the main factor, total net assets
as well as curient expenses were also important (though secondary)
factors influencing the business demand for money. The respect-
ive regression coefficients of current expenses and net assets were
significant. and the RZ% high.

" 52. Avadhani-also attempted to examine the influence of
interest rate—the eall money rate at Bombay used as'a proxy
short.term rate—on the ratios of money balances to income,
to "current expenses and to.net assets. - His simple regression
results 'showed that the demand for money of private limited
companies, responded well to the rate of interest. ~The regression
coefficients of interest rate with respect to the dependent variables
in the six equations pertaining to public and private limited
companies * were negatively signed and highly significant.

53. Balbir Singh [3] attempted to test 4 linear relationships :
two of them regressing money balances on sales and wealth and
on sales and quick assets, one regressing quick assets on sales and
wealth and the last regressing inventories on sales. His results
showed that the fit relating money baldances as a function of
quick assets and sales is better than the one which related money
balances as a function of sales and wealth (= total assets) : the R?
of the former being 0-87 as compared with 0.47 in respect of
the latter. The sales elasticity in both the equations,. however
was less than one, thus pointing out that transactions balance of
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firms may not vary in proportior to sales, and that firms econ Olee
on cash balances to a considerable extent.

54. The magnitude of securities that firms hold appeared
to be low, in view of the fact that the result of the double log-
linear equation in which quick assets are a function of sales, and
total assets was similar to that wbich made cash balances, a
function of sales and quick assets. The sales elasticity of quick
assets was also less than unity : this shows that there is a sub-
stitution of quick assets by physical assets or trade credit. Balbir
Singh also showed that inventories to 4 large extent depended
on sules. However, the sales elusticity of inventories at 0.84
indicated a possible margmal substitution of quick assets by
inventories. Nonetheless, since details about the composition
of inventories were not available, it is difficult to know which
type of inventories wss linearly dependent on sales.

55. The elasticity coefficieat of money balances with respect
to total assets was less than unity, thus disproving Tobin’s bypo-
thesis that the asset demand for monetary assets is more than
unit elastic.

56. The sectoral studies, barring that of Balbir Singh, seem
to give an interesting clue that while income variable is a dominant
determinant of the sectoral demand for money, the rate of interest

.too is an important influence. This result appesrs to broadly
confirm the conclusions arrived at by K. L. Gupta [9] and
"Venkatachalam and Anjuneyulu [22] in their examination of the
aggregate demand for money for the economy as a whole.
Balbir Singh’s contributionn throws an invaluable ligtt on the
fact that the real goods were the most likely alternatives to cash
holdings, thus strengthening Kamta Prasad’s procedure of adding
stocks of commodities to assets on a priori grourds, as realistic
and vahd -

I
Concluding Remarks
57. Some of the salient strands of the discussion in the
preceding sections may be brought together in this section to

focus on areas in which future research in regard to demand for
money may be fruitfully undertaken.
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58. It becomes strikingly clear to any perceptive reader
that though a large number of studies employed the régression
technique, the empirical verifications of the hypotheses would
gain considerably in value, if results are simulated not merely
-with the belp of crdinaty-least squares method but also with the
help of ‘well formulated simultaneous equation systems.: The
-results so obtained would be internally comnsistent arid would form
-an integral part of the overall monetary model. - Besides, it would
be useful from the vrewpomt of policy making to-measure, with a
reasopable degree of precision, lags in adjustment between the
_desired- and actual levels of monetary demand at the aggregate
as well as at the sectoral Ievels

, 59 A major result that emerges from our survey is thdt the
influence of real income on the demand for money, whether at
"the-aggregative or at the sectoral levels, was predominant—a con-
clusion that conforms with the well-known text-book proposition
that in underdeveloped economies, the money demand would
~tespond more to changes in income than to those in interest rates.
- However, this result may niot hold good in the case ¢f India for all
time to come.” There is enough evidence to show that, in the
“household sector, shifts do take place from pure cash tolding
to quasi-money assets when interest rates are relatively high.
In respect of the corporate sector, the studies revealed that firms
_economize a great deal on cash balances, mainly because the
f"opportunity costs are attractive enough for the corporate sector
to hold hquld assets 1n a.lternatlve forms :

" 60. Not much attention however has been paid to the ra-
tionalé behind the transactions ‘demand for money in India.
‘Nor were the economies of scale that are supposedly involved in
cash holdings for meeting regular neéds, examined. The attempts
made in these directions by Suraj Gupta [11]and T. K. Biswas [5]
were couched in analytical terms. The former showed that money
is held voluntarily for transactions motive not only because there
has to be an interval of time beiween two consecutive receipts
‘but also because money is often a terminal asset with no storage
cost that can be carried over to the next period. T. K. Biswas,
dealing with the effect of conversion lag on the transactions de-
mand for cash, indicated that the sensitivity of the cash holdings
with respect to changes in the rates of interest and the volume of
total expendttme of the fiim depends on the size of the firm. The
larger the size of the firm, the lower will be the values of the total
expenditure elasticity and interest elasticity of the average
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cash holdings. But Biswas’ conclusion needs to be established
with reference to actual facts. ,

61. Interestingly enough, both income and interest rates
proved to be good arguments in the aggregate demand fanction
when they were tested with data of relatively recent years and when
they were supported by an additional explanatory variable, such
as wealtl or trend value as shown by the studies of K. L. Gupta
and Venkatachalam and Anjaneyulu. This would imply that the
rate of interest would be significant in the presence of wealth or
monetisation. ‘This result is somewhat curious in the light of the
post-Keynesian developments on the demand for money, brief
references to which have already been made in Section I, and
needs to be explained by further research of both analytical and
empirical nature. It would be useful if the precise influence of
wealth on cash Foldings is ascertained, with wealth defined in the
conventional sense as well as in the Friedman’s notion of ‘per-
manent’ income.

62. The literature has shown that income velocity of money
was not constant. It may be asked as to whether the series of
income velocity can be made ‘stable’ by broadening the concept
‘of money supply by including time deposits to currency with the
‘public and demand deposits. When this is done, the expected
downtrend in the value of the income velocity would occur, as
shown by Krishna Iyer.[13] who, on the basis of trend value, made
projections of income velocity of monetary resources. Notwith-
standing Iyer’s efforts, Divatia and Venkatachalam had shown that
‘the use of aggregate monetary 1esources had contributed to a
greater degree of stability than the use of money supply, in the
‘houschold sector demand for. money. Whether similar efforts for
the economy as a whole with different interest rates-long-term as
well 2s short-term-would give the same results for a sufficiently
long time-period are yet to be seen. ‘
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FINANCIAL ASSETS OF RURAL
" HOUSEHOLDS@

(As at the énd of June 1971)

INTRODUCTION

The term ‘financial assets’ refers to certain items of assets
which are held by households as claims on financial institutions
and others such as Government, joint stock companies and private
individuals, mostly in the form of deposits and shares. The
deposits include: - (1) deposits. with- commercial banks, (2) de-
posits in post offices, (3) holdings of Government securities, (4)
National Savings Certificates, (5) Treasury Savings Deposit certi-
ficates, (6) cash certificates of commercial banks, (7) deposits
with co-operative institutions, (8) deposits with non-banking
companies, - (9) deposits with individuals, (10) insurance premia
and (11) provident fund contributions. The investments in
shares comprise: (1) shares of co-operative institutions, (2) bank
shares, (3) company shares and (4) units of the Unit Trust of
India.- Other claims of households which do not strictly conform
to the  définition of financial assets enumerated above but which
are repayable in cash have been classified under the head ‘cash
dues’ and discussed separately:: T :

_ Investments in these assets depend on many factors which
include the investible surplus available with rural households,
willingness to invest in these assets, rather than physical assets,
and the awareness about and easy accessibility to the various
types of .ﬁnancial investment avenues. Sometimes, such invest-
-ments might be compulsory, as in the case of co-operative insti-
tutions, the share capital contribition and membership of which
1s compulsory to avail of credit facilities. Regarding provident
fund contributions, generally this form of asset is not common
among the rural sector except in the case of mine and plantation
labour in whose case contribution to this fund is compulsory.
As such, this asset is predominant in Bihar, Assam, West Bengal
and Kerala. » A :

@ This paper is prepared in the AIDIS Cell of Economic Department. The
main work for this paper was done by Shri N. S. Krishnamurthy, Research
Officer and Shri S. Subramanian, Deputy Director.  Since the publication of
fﬁ r]gc}ngggagh %r; Asgets of Rurézl H%useholds, as on June 30, 1971° the

A.D.LS. data have been revised and hence the fi ished- in this
paper may be different from those of the. mc:nogrzph.gums farnished-in
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The massive investments in agriculture in the Five Year Plans
and the improvement in farming methods made since 1951 have
raised the productivity of land and the incomes: of rural popula-
tion. - In order to mobilise a part of the additional income accru-
ing to the rural sector, a number of measures have been taken,
such as incentives given by the Government for investment in
small savings, opening of branches of banks in the rural areas
both co-operative and commercial, and efforts made by the LIC
to popularise life insurance. An analysis of the investments of
rural households is useful to assess the impact of these measures.

This study is based on data collected for the All-India Debt
and Investment Survey, 1971-72 and it consists of four sections.
After highlighting the main findings in Section I, Sections IT and
IIT analyse the State-wise and asset-groupwise position, respecti-
vely. Section IV draws a comparative picture of investments in
financial assets by rural households in 1961 and 1971.

I. Highlights of the Survey Findings

" As-can be seen from the following table, .the total ﬁnanmal
assets of rural households as on June 30, 1971, amounted to Rs. 930
crores, but formed only a negligible portlon of their total assets.
The investment of Rs. 930 crores comprises of Rs. 790 crores by
way of deposits and Rs. 140.crores by way of shares. . Cash . dues
receivable by rural households amounted to Rs.. 358 crores or
0 .4 per cent of the total assets

Dep051ts held by the rural households ° aggregated Rs. 790
Crores forming 85 per cent of the total financial assets, but only
0.9 per cent of the total assets as on June 30, 1971 reported by
6.8 per cent of the rural households, giving an average of Rs. 103
per household. The all-India average of Rs. 103 was exceeded
in Punjab, Kerala and the Union Territory of Delhi. Among
the items of deposits, provident fund contributions totalled
Rs, 275 crores or 34.8 per cent of the total deposits, while insu-
rance premia and commercial bank dep051ts at Rs. 152 crores'and
Rs. 136 crores, respectively, were next in importance compared
to a nominal amount of Rs. 20 crores of depOSIts with co-operative
banks, which would confirm the impression that borrowers gene-
rally did not keep their savings with the co-operative banks.
Deposxts wnth post offices amounted to Rs. 95 crores.

lnvestments in shares by all rural households at Rs. 140
crores formed 15 per cent of the total financial assets, the highest
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proportion of 40 per cent of the households reporting this asset
being from Punjab and households in Punjab, Maharashtra and
Gujarat reporting nearly three to four times of the all-India average
(Rs. 18). About 94 per cent of the investments in shares was in
the form of co-operative bank shares and these were held mainly
in Maharashtra and Gujarat, where the borrowing from co-
operative credit societies was predominant.

Units sold by the Unit Trust of India were not popular with
rural households and the total investment in this item was only
Rs. 35 lakhs. This would indicate that the Unit Trust had per-
haps not yet extended its organisational efforts to tap the savings
in the rural sector.

Dues receivable in cash amounted to Rs. 358 crores or 0.4
per cent of the total assets. These comprised mainly of transac-
tions like promissory notes, pledge of bullion and ornaments, sale
proceeds of land, buildings, goods etc. The most important
item in this group was promissory note transactions which formed
30 per cent of the total cash dues. The three major States where
these transactions predominated were Andhra Pradesh, Rajasthan
and Tamil Nadu.

Financial assets of cultivator households formed Rs. 638
crores (69 per cent) out of a total of Rs. 930 crores with all rural
households. Of this, deposits amounted to Rs. 508 crores and
shares Rs. 130 crores. The amount of deposits at Rs. 81.7
crores was the highest in Bihar. Deposits constituted over 90
per cent of financial assets of cultivators in Assam, Bihar, Kerala
and West Bengal. Share investmants were substantial in Maha-
rashtra and Gujarat which together accounted for nearly 50 per
cent of the total.

Cash duesreceivable by the cultivator households amounted
to Rs..273 crores; the amount receivable was sizeable in Rajasthan
(Rs. 38 crores) and Tamil Nadu (Rs. 37 crores). ‘

Among non-cultivators, agricultural labour households held
Rs. 12 crores of financial assets, artisans (Rs. 10 crores) and ‘other’
non-cultivators (Rs. 270 crores). These three categories of house-
holds possessed deposits of Rs. 10 crores, Rs. 9 crores and
Rs. 262 crores, respectively. Investments in shares by these
three types of households accounted for Rs. 1.3 crores, Rs. 1
crore and Rs, 8 crores, respectively.
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Asset-groupwise, the poor households owning assets upto
Rs. 2,500 held Rs. 53 crores of total financial assets. Of the three
groups( Rs. 0-500, Rs. 500-1,000 and Rs. 1,000-2,500) falling under
this category, the third group held the bulk of the assets (Rs. 44
crores). Of the total financial assets, Rs. 50 crores were held in
the form of deposits. Share investments were negligible at Rs. 3
crores and cash dues reported by these three lower asset groups
aggregated only Rs. 9 crores.

: Among the rest of the eight hlgher asset groups five groups
(Rs. 5,000-10,000, Rs. 20,000-30,000, Rs. 30,000-50,000, Rs. 50,000-
1,00,000 and Rs. 1 lakh and over) were the most important,
accounting for over 10 per cent each of total financial assets. As
regards deposits, the five asset groups accounted for Rs. 573
crores or 72 per cent. ~ Share investments were significant in four
asset groups between Rs. 20,000 and over Rs. 1 lakh amounting
to Rs. 100 crores. .

The cultlvator households belongmg to the three lowest asset
groups had financial assets amounting to Rs. 11.4 crores, the
third group of Rs. 1,000-2,500 accounting for as much asRs. 10.3
crores. - Deposits, shares and cash dues receivable were progres-
sively more in the higher asset groups. While comparatively
larger amounts were invested in deposits and cash dues by the
four highest asset groups, sizeable investments in shares were
noticed in three asset groups of Rs. 20,000-30,000, Rs 30,000-
50 000 and Rs. 50,000-1,00,000.

. As regards non-cultivators agricultural labour households
with assets upto Rs. 2,500 reported deposits of Rs. 4 crores agamst
Rs. 10 crores by all agricultural labour households in the country.
Share investments by these households amounted to Rs. 1.3
crores of which Punjab accounted for Rs. 57 lakhs. -

Artisan households held Rs. 9 crores of deposits, the bulk
of which (Rs. 6 crores) was accounted for by the asset group
Rs, 10,000 and above. Share investments by these households
hardly amounted to Rs. 1 crore, the major item being shares of
co-operatives

The heterogeneous group of ‘other’ non-cultivators held
deposits of Rs. 263 crores, with asset group of Rs. 10,000 and
above accounting for Rs. 133 crores. Share holdings by this
group amounted to Rs. 8 crores, of which households in the asset
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group Rs. 10,000 and- over, accounted for Rs. 4 crores and the
lowest three asset groups together reporting only about Rs. 75
lakhs, : '

* * Financial assets of all rural households recorded an increase
of Rs. 642 crores to Rs. 930 crores between 1961-1971.  Of this,
the overall increase in deposits was Rs. 571 crores. The States
where a substantial increase in deposits was observed were West
Bengal (Rs. 98 crores), Bihar (Rs. 78 crores) and Uttar Pradesh
(Rs. 73 crores). Investments in shares recorded a rise of Rs. 72
crores, almost the entire increase being in co-operative shares.
The proportion of shares to financial assets declined from 23.7
per cent in 1961 to 15 per cent in 1971.

Table 1—Financial Assets of Rural Households
(As on June 30, 1971) - s

Proportionof  Total  Averageper  Finan-~

households Finan-  household (Rs.) cial
reporting cial . assets as
—————————Assets —% of
Shares Depo- (Rs. Shares Depo- total
sits crores) sits assets
e . - of the
. , , , L _ respec-
) ) o tive cate-
S C S gory
Cultivators . .. 177 6.3 638 23 91 0.8
Non-cultivators -~ & 4.8 8.1 292 5 133 5.3
1. Agricultural RA— Co- .
labourers .. .. 2.7 1.1 - 12 1 9 0.9
2. Artisans . 7.4 5.1 10 5 47 2.2
3. Others .. ..o 72 18.3 270 10 322 7.1
All Houscholds .. 14.1 6.8 930 18 103 1.1

Deposits held by cultivator households increased by Rs. 387
crores to Rs. 508 crores in 1971. The proportion of deposits to
their total financial assets rose from 67 per cent in 1961 to 80 per
cent in 1971. Bihar, Kerala and West Bengal recorded the
maximum increase. Share investments by cultivators rose by
Rs. 69 crores to Rs. 130 crores in 1971 but this increase was less
than one-fifth of thatin deposits. Co-operative shares showed
an increase of Rs. 68 crores. : -

Non-cultivator households increased :their deposit holdings
dur.mg the decade from Rs. 100 crores to Rs.282 crores whereas
their investments in shares rose only by Rs. 4 crores to Rs. 10
crores between 1961 and 1971, ‘ !
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An important trend noticed in cash dues was that the cash
dues of cultivators declined more sharply than that of non-culti-
vators. As a result, the proportion of cash dues to total assets
of cultivators declined from 1.3 per cent to 0.3 per ‘cent during
the' decade.

Sectlon II : Statewise Position
I All Rural Households
A. Deposnts

- ‘Deposits held by rural households with individuals and insti-
tutions which constituted the largest single item of investment
amounted to Rs. 790 crores representing only 0.9 per cent of the
total assets of rural households (Statement I). Only 6.8 per cent
of rural households reported investments in deposits. The
average amount held by a household amounted to Rs. 103,. Pun-
jab, Kerala and the Union Territory of Delhi are the other areas
where the all-India average and percentage of reporting house-
holds are exceeded (Statement II and III). However, Bihar
(Rs. 93 crores), West Bengal (Rs. 125 crores) and Uttar Pradesh
(Rs. 105 crores) had reported sizeable deposits forming about
40 per cent of the all-India total. The proportlon of deposits
to total financial assets was-98.9 per cent in Assam, followed by
West Bengal with 97.6 per cent. The ratio exceeded 90 per cent
in the Union Territories of Tripura and Delhi and in the States
of- Uttar Pradesh, Bihar, Jammu & Kashmir and Kerala. On
the other hand, the proportion in Maharashtra was comparatl-
vely lower at 52.8 per cent.

Provident fund contrlbutlons totalled ' Rs. 275 crores or
34.8 per cent of the total deposits in the country as a whole, while
insurance premia at Rs. 152 crores formed only 19.2 per cent.
Provident fund contributions were the highest in West Bengal at
Rs. 62 crores forming 22.5 per cent of the total provident fund
contributions in all States. Among other States, Assam, Bihar,
Kerala, Maharashtra, Tamil Nadu and Uttar Pradesh together
accounted for Rs. 148 crores or 53.8 per cent of the total. TIn-
surance premia totalled Rs. 152 crores in the country as a whole
with Karnataka accounting for Rs. 26 crores or 17.1 per cent.
Uttar Pradesh and Kerala stood next and they together accounted
for Rs. 31 crores or 20.4 per cent. Three other States, namely,
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Gujarat, Rajasthan and Tamil Nadu had reported premia of
Rs. 11 to 12 crores each.

Among deposits, - commercwl bank deposits were Rs, 136
crores compared to Rs. 95 crores of postal deposits and Rs. 30
crores of deposits with individuals. Annuity deposits amounted
to Rs. 3 crores (Table 2). Proportionately, commercial bank
deposits formed 17.2 per cent of the total deposits, while deposits
with post office constituted 12.0 per cent of the total. Deposits
with commercial banks were higher in Kerala at Rs. 23 crores,
followed by Bihar with Rs. 19 crores. The higher deposits in
Kerala may be due to the popularity of chit fund business being
conducted on a large scale by banks in this state. Uttar Pradesh
and West Bengal together accounted for over one-half of the
postal deposits. Deposits with co-operative banks amounted
to Rs. 19.5 crores and this confirms the impression that borrowers
used co-operatives more as a source of raising funds for them
and not as depositories of their savings.

Table 2—Proportion of households reporting, Average Value per
Household and Aggregate Value of Deposits — AH Houscholds

(As on June 30, 1971)

Deposit (Items) ) Proportion Aggregate Average
. of house- Value (Rs. ‘Value per
holds re-  crores) household

porting v (Rs) -
National Plan Saviglgs Certificates .. . 0.5 14.1 2 -
Treasury Savings Deposit Certificates . .. Neg. . 0.4 Neg.
Government securities o . .. 0.2 4.5 1
Cash certificates of commercial banks .. Neg. 13.3 2
Deposits in post offics .. .. .. 2.0  94.8 12
Annuijty deposits .. . . .. 0.1 2.9 Neg.
Deposits in co-operative societies and banks 0.5 19.5 3
Depo§its in commercial banks .. .. 0.7 135.8 18
Deposits in non-banking coxhpanies o ﬁeg. 6. 6‘ . 1
Deposits with individuals .. .. .. 0.5 2.9 4
Other deposits .o .. . 0.4 41.9 4
Provident fund . .. . . 2.6 274.8 36
Insurance premia .. .. .. . 1.5 151.7 20

Total . .. . . . 6.8 790.2 103
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B. Shares

. Total investments in shares by all rural households amounted
to Rs. 140 crores which formed 15.0 per cent of the total financial
assets. The average investment in shares per household was
Rs. 18 while the proportion of households reporting shares was
14.1 per cent for the country as a whole (Table 3). The propor-
tion of reporting households was very high in Punjab with 39.9
per cent. The average investment in shares was about four times
the all-India average in Maharashtra, followed by Gujarat, as
these are the two States in which co-operative institutions have
made much headway.

Table 3—Proportion of households reporting, Average Value per
houschold and Aggregate Value of Shares — All Households

(As on June 30, 1971)

Shares (Items) Proportion of Aggregate Average
households  Value (Rs.  Value per
reporting crores)  household
(Rs.)
1. Co-operatives .. .. .. 14.1 131.0 17
2. Banks . .. e e 0.1 3.8 Neg.
3. Companies .. .. .. 0.1 4.7 1
4. Units of the Unit Trust .. . Neg. 0.4 Neg.
Total - . .. .. 14.1 139.9 18

In Assam, where deposits were substantial, investment in
- shares was a mere 1.1 per cent of the total investments in finan-
cial assets. Investments in shares ranged between 1.1 per cent
in Assam and 47.2 per cent in Maharashtra. Gujarat followed
with 37.6 per cent. The proportion of shares to total assets was
also at the maximum in Maharashtra at 0.6 per cent followed by
Gujarat with 0.5 per cent. In some of the States the proportion
was just 0.1 per cent. The aggregate value of investments in
shares in Maharashtra and Gujarat was Rs. 45.4 crores and
Rs. 25.9 crores, respectively.

Practically the whole of the investments in shares was in
Tespect of co-operative institutions and these accounted for 93.6
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per cent of the total investments in shares. Investments in other
shares were nominal and among these bank shares seemed to be
popular in Gujarat. Shares of co-operative institutions accounted
for over 90 per cent of the share investments and Maharashtra
had the maximum investment, followed by Gujarat. = Units sold
by the Unit Trust of India amounted to Rs. 35 lakhs only. Since
it is a rather ‘sophisticated form of investment, probably the
rural population is not yet conversant with it. '

C. Cashi Dues

Total dues receivable in cash by the rural households in
India amounted to Rs. 358 crores (Table 4) or 0.4 per'cent of the
total assets of rural households. Thus cash dues were substan-
tially higher than bank deposits (totalling about Rs. 156 crores).
Dues receivable in kind at Rs. 22 crores was quite negligible in.
terms of total assets.: :

Table 4—Proportion of households reporting, Average Value per
- household and Aggregate Value of Cash Dues — All Households

* (As on June 30, 1971)

Proportion of Aggregate” Average

Cash dues households  Value (Rs. Value per

. reporting ““crotes)  household:.
(Rs)

Promissory notes . .. .. 0.9 107.8 V 14
Usufructuary mortgage of real estate 0-6 63.9 8
Pledge of other movable property .. 0.1 7.1 1
Pled'gelof bullion and ornaments .. 0.1 . 152 2

Sale/mortgage of real estate . 0.1 1241 2

Sales proceeds receivable .. .. 0.5 | 34.5 4

Unsecuredloaﬁs C e LT 0.9 62.3 8 .
Others .. . . . v 0.5 54.9 7

Total amount receivable .. .. 3.3 357.9 ) 46
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Dues receivable in cash mainly comprised of transactionsike
promlssory ‘notes, pledge ofbullion and ornaments, sales proceeds
of land, bulldmgs goods, -etc. Promissory .note transactions
accounted for 30.1 per cent of the total dues receivable in cash,
while sales proceeds and pledge of bullionand ornaments account-~
&d for:9.6 per cent and 4.2 per cent, respectively. Despite the
increase in the number of financial institutions ‘and the scope
of their operations, it would appear that. rural households still
resorted to loans against pledge of ornaments and goods and
promissory note transactions. :

Among the States, dues receivable in cash were comparatively
high in Rajasthan with Rs. 72. 3 crores; followed by Tamil Nadu
with-Rs. 46.8 crores. Andhra Pradesh accounted for Rs. 43.2
crores. The pattern of investment was more or less similar in
these States, with promissory note transactions (indicating that

there was no security for lendmg) generally accounting for snzeab]e
amounts receivable,

In Tamil Nadu and Andhra Pradesh, promissory note trans-
actions amounted to Rs. 31 crores and Rs. 32 crores, respectively.
However, in Rajasthan miscellaneous transactions accounted for
Rs. 29 crores which was higher than Rs. 15 crores receivable
through promissory note transactions. ..Dues receivable through
pledge of bullion and ornaments amounted to Rs. 6.crores in
Kerala and Rs. 5 crores in Rajasthan. ~'Sales proceeds receivable
were higher in- Rajasthan at Rs.- 5 crores against the all-India
total of Rs. 34 crores.

The details in respect of cultivator and non-cultivator house-
‘holds are discussed below :

!I. Cultivators
‘A, Deposits
Financial assets of the cultivator households totalled Rs. 638

icrores which formed 69 per cent of the total financial assets of
all rural houscholds (Statement 1V).

_ Deposits of cultivator households amounted to Rs. 508 crores
“(Table 5) representing 64 per cent of the deposits of all rural house-
“holds and about 80 per cent of their financial assets. The average
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Table 5—Proportion of households reporting, Average Value per household
and Aggregate Value of Deposits — Cultivators (As on June 30, 1971)

[

Proportion Aggregate Average

Deposits (Items) of households Value (Rs. Value per
reporting crores) household
(Rs))
National Plan Savings Certificates .. 0.5 12.0 2
Treasury Savings Deposit Certificates Neg. 0.4 Neg.
Government securities . .. 0.1 3.5 1
Cash certificates of commercial banks Neg. 2.5 2
Deposits in post offices . . 2.0 69.9 13
Annuity deposits . . . Neg. ’ 0.3‘ Neg.
Déposits in co-operative societies and -
banks .. . . 0.5 o 13.3 . 2
Deposits in commercial banks .. 0.6 104.7 19
Deposits in non-bankjng companies Neg. v 6.6
Dpposité with Individuals .e . 0. 6 " 24.9
Other deposits .. .. 0.4 347
Providentfand .. .. .. 1.7 132.5 24
Insurance premia | . e lee 1.2 . 92.9 17
Total .. . . . . 6.3 508.2 971

deposit per household was Rs. 91 and the proportion of house-
holds reporting deposits was 6.3 per cent for the country as a
whqle, which was exceeded in about a dozen States. Total de-
posits in Bihar at Rs. 81.7 crores were the highest followed by
West Bengal with Rs. 68.9 crores. Financial assets were almost
entirely held in the form of deposits in Meghalaya and the Union
Territory of Manipur. Among the States, Assam had the highest
proportion of 98.9 per cent followed by West Bengal with 96.9
per cent; Bihar and Kerala were the other States where the pro-
portion exceeded 90 per cent of financial assets.

Commercial bank deposits amounted to Rs. 105 crores
and about one-fifth of this amount was held in Kerala.
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Post office deposits were nearly double that of commercial bank
deposits in Uttar Pradesh and West Bengal. Provident fund
contributions totalled Rs. 133 crores. Among the industrial
States, West Bengal had Rs. 27 crores whereas Maharashtra had
only about Rs. 4 crores. Deposits with individuals were rather
high in Punjab at Rs. 4 crores against a total of Rs. 25 crores for
the country as a whole.

‘B. Shares

Investments in shares by cultivator housecholds totalled
Rs. 130 crores forming 20. 3 per cent of their total financial assets.
Over 90 per cent of these investments were in shares of co-opera-
tives. The proportion of households reporting this item was
17.6 per cent (Table 6) for the country as a whole. It was 58.8
per cent in Punjab and 41.7 per cent in Maharashtra. Share
investments in Maharashtra and Gujarat were Rs. 43 crores and
Rs. 25 crores, respectively. These two States together accounted
for about 50 per cent of the total share investments and prac-
tically the entire amount in these two States was in shares'of
co- operative institutions. :

'l'able 6—Proportion of households reporting, Average Value per household and
. .-Aggregate Value of Shares — Cultivators (As on June 30, 1971)

Proportion Aggregate Average

Shares (Items) of house-  Value (Rs.  Value per

' ’ holds . crores) household
. reporting (Rs.)

1. Co-operaties .. .. .. 171.6 121.5 22

2. Banks . . v e 0.1 3.6 , 1

3. Companies o e . 0.1 4.1 1

4. Units of the Unit Trust .. .. Neg. . 0.3 Neg.
Total .o .. " .- 17.7 1296 23

Investments in bank shares amounted to Rs. 4 crores, of
which Gujarat and Karnataka accounted for about Rs. 1 crore
each. Investments in company shares were Rs. 22 lakhs in
Gujarat accounting for about 5 per cent of the total investments
‘inthe country as a whole. Investmentsin units were Rs. 21 lakhs
;nk}lllttar Pradesh as against an all-India investment of Rs. 35
-3k hs,
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C. Cash ’Dues

" Total casvh:du'es Tre'céi'vable by cultivator households amounted
to Rs, 273 crores. The proportion of reporting households was
3.6 per cent for all-India. In Punjab the proportion was much

higher at 9.5 per cent.

The amounts receivable were quite sizeable in Rajasthan and
Tamil Nadu with Rs. 38 crores and Rs. 37 crores, respectively.
Rajasthan, Tamil Nadu, Uttar Pradesh, Andhra Pradesh and
Bihar together accourited for Rs. 175 crores or about 64 per cent
of total cash dues. For the country as a whole, the major items
were promissory note transactions and usufructuary mortgage
transactions which were Rs. 88 crores and Rs. 62 crores, res-
pectively, accounting for 32 per cent and 23 per cent of the total.
Dues rececivable through sale/mortgage of real estate and pledge
of bullion and ornaments were about Rs. 12 crores each, forming
about 4 per cent of total cash dues (Table 7). -

Table 7—Proportion of households reporting, Average Value per household
and Aggregate Value of Cash Dues — Cultivators (As on June 30, 1971)

Proportion. Aggregate Average

Cash diies 3 - of house~. © Value (Rs. Value per
holds crores)  house-
reporting hold (Rs.)

Promissory notes ’ e .. 1.0 87.7 16

Usufructuary mortgage of real estate 0.8 61.7 11

Pledge of other mbvable propertf .. 0.1 T 6.0 1

Pledge of bullion and ornaments .. = 0.1 “12.0 2

Sale/Mortgage of real estate .. 0.2 11.5 2

Sales proceeds re&ivable .. .. 0.5 '2‘2 4 4

Unsécured loans * .. e 1.0’ " 46.8 8

Others .. . . . .. 0.4 25.3 5

Total amount receivable . .. 3.6 273.4 49

Promissory note transactions appeared to be predominant in
Tamil Nadu and Andhra Pradesh at about Rs. 25 crores each,
accounting for 68.0 per cent and 73.4 per cent of the total cash
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dues, respectively. Rajasthan was the next State which reported
these transactions at Rs. 9 crores. Usufructuary mortgage tran-
sactions were higher in Bihar at Rs. 20 crores forming about a
third of the all-India total (Rs. 62 crores). In Gujarat and
Haryana, these transactions were about Rs. 4 crores each.
Unsecured loans accounted for Rs. 11 crores in Uttar Pradesh
and Rs. 9 crores in Rajasthan, against an all-India total of Rs. 47
crores. Pledge of bullion and ornaments was higher in Kerala
at Rs. 6 crores, against an all-India total of Rs. 12 crores.

. . Non-cultivators
- () Agricultural Labourers
. A. Deposits

Investments in financial assets by labour households totalled
Rs. 12 crores, of which deposits were Rs. 10.4 crores or 87 per
cent of the total. Out of the total deposits of Rs. 10 crores,
provident fund contributions amounted to Rs. 6 crores. Deposits
with individuals and post offices were Rs. 70 lakhs each (Table 8).

Table 8—-Prdportioh of houscholds reporting; Average Value per household and
Aggregate Value of Deposits — Agricultural Labourers
(As on June 30, 197I)

Proportion Aggregate  Average

Deposits (Items) of house-  Value (Rs. Value per
holds crores) household
reporting (Rs.)

Natjonal Plan Savings Certificates .. Neg. Neg. —_

Treasury Savings Deposit Certificates — - -

Government securities .. .. Neg. Neg. —

Cash certificates of commercial banks — 0.2 Neg.

Deposits in post offices .. .. 0.2 0.7

Annuity deposits .. .. .. -— —_ -

Deposits with co-operative

societies and banks .. Neg. Neg Neg.
Deposits in commercial banks 0.1 0.5 Neg.
Deposits in non-banking companies Neg. Neg Neg.
Deposits with individuals . 0.2 0.7 1
Other deposits 0.1 0.4 Neg.
Provident fund .. 0.5 6.0 5
Insurance premia .. .- 0.2 1.9 2
Total .. . Ve 1.1 10.4 9
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Deposits with commercial banks totalled about Rs. 50 lakhs.
Provident fund contributions were higher in Kerala with Rs. 1.8
crores, followed by Assam with Rs. 1.3 crores. - Insurance premia
amounted to Rs. 2 crores with West Bengal accounting for about
Rs. 1 crore. Deposits with individuals were Rs, 38 lakhs in
Punjab, out of an all-India total of Rs. 71 lakhs. Punjab and
Gujarat reported Rs. 54 lakhs and Rs. 26 lakhs, respectively, in
post office and commercial bank deposits as against the all-India
figures of Rs. 70 lakhs and Rs. 50 lakhs, respectively. '

B. Shares

It is interesting to note that agricultural labourers who earn
a meagre income have invested about Rs. 1 crorein shares of co-
operative institutions (Table 9). On the other hand, no invest-
ment was made by them in bank shares, units etc, About fifty
per cent of the total share investment in the country by labour
households was in Punjab indicating perhaps the relative pros-
perity of labourers engaged in agricultural occupations in that
State. Maharashtra and Karnataka together accounted for
about Rs. 29 lakhs.

Table 9—Proportion of households reporting, Average Value per household and
Aggregate Value of Shares — Agricultural Labourers .

(As on June 30, 1971)

Proportion Aggregate Average value

Shares (Items) ) of house- Valug (Rs. per house hold
, : holds crores) (Rs.)
reporting

1. Co-operatives .. .. .. 2.7 1.3 . 1
2. Banks .. .. C Neg. Neg. —_
3. Companies = .. . . —_ — —
4. Units of the Unit Trust .. .. — — —_
Total . .. 2.7 1.3 1

C. Cash Dues

Total cash dues receivable by agricultﬁral labour house-
holds in India were Rs. 7 crores consisting mainly of promissory
note lendings (Rs. 3 crores), unsecured loans (Rs. 2 crores) and
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sales’ proceeds receivable (Rs. 1 crore) (Table 10). Promissory
note transactions in Tamil Nadu and Andhra Pradesh accounted
for Rs. 1 crore each. Cash realisable through sales proceeds was_
around Rs. I crore in Tamil Nadu. In Punjab, however, it was
only about Rs. 9 lakhs.. '

Table 10—Proportion of households reporting, Average Value per household and
Aggregate Value of Cash Dues—Agricultural Labourers

(As on June 30, 1971)

Proportion  Aggregate -~ Average °

Cash dues of households Value (Rs. Value per
reporting crores)  household
~ (Rs)
Promissory notes .. . | - . 04 2.8 . 3
Usufructuary mortgage of realestate . 0.1 . 0.4~ ‘Neg.
Pledge of other movable property .. Neg. 0.1 Neg.»
Pledge of bullion and ornaments .. — — -
Sale/mortgage of real estate .. Neg. - N‘eg:A " Neg.
Saleé proceeds receivable .. .- 0.1 o 12 ‘ 1
Unsecured loans . . .. .. 0.4 1.6 1
Others .- 0.3 0.9 1
6

Total amount receivable . .. 1.3 7.1

~ Unsecured loans were Rs. 83 lakhs in Gujarat and Rs. 32
lakhs in Tamil Nadu as against an all-India total of about Rs. 2
Crores.

(i) Artisans
4. Deposits

Total deposits of artisans were Rs. 9 crores for the country
as a whole, with Gujarat and Tamil Nadu accounting for Rs. 1
Crore each. The pattern is similar to that of agricultural labour
households and presents a contrast to cultivator households.
Major categories of investments are deposits with post offices,
commercial banks, individuals, provident fund and insurance
premia (Table 11).
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Table 11—Proportion of households reporting, Average Value per household and
Aggregate Value of Deposits — Artisans (As on June 30, 1971)

Proportion of Aggregate Average

Deposits (Items) households Value (Rs.  Value per

reporting crores) household
o (Rs.)
National Plan Savings Certificates .. 0.3 Neg. Neg.
Treasury Savings Deposit Certificates 0.1 Neg. Neg.
Government Securities - .. 0.2 Neg. Neg.
Cash certificates of commercial banks = — —
Deposits in post offices . .. 1.4 0.5. 3
Annuity deposits .. .. e 0.2 1.1 6

Deposits in co-operative societies and

banks ce e e 0.4 0.6 3
Deposits in commercial banks . 0.8 2.5 13
Deposits in non-banking companies — - —_
Deposits with individuals .. .02 0.1 Neg.
Other deposits .. .. .. 0.3 0.3 ‘Neg.
Provident fund . .. .. 1.0 1.4 V 7
Insurance premia . .. .. 1.1 ‘ 2.2 12

Total .. .. .. .. .. 5.1 8.7 47

- .While post office and commercial bank deposits present a
similar trend, in the case of both artisan and agricultural labour
households, the former have invested a higher proportion in
annuity deposits and the latter in deposits with individuals.

In Uttar Pradesh, artisan households had total deposits of
Rs. 4 crores comprising mainly of annuity deposits, commercial
bank deposits and insurance premia, each accounting for about a
crore of rupees. It may be observed that Uttar Pradesh is the
only State where investments were made by artisans in annuity
deposits. In Gujarat, commercial bank deposits and LIC premia
accounted for practically the entire deposits in that State.
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B Shares

" The trend in share investment was more or less similar to
that of the agricultural labour households. About Rs. 1 crore
(Table 12) was invested in shares of co-operative institutions.
Investments in Tamil Nadu (Rs. 27 lakhs) and Punjab (Rs. 20
Jakhs) were quite considerable. ’ '

Table 12—Proportion of households reporting, Average Value per household and
Aggregate Value of Shares — Artisans (As on June 30, 1971)

Proportion of Aggregate Average
Shares (Items) households Value (Rs. Value per
reporting crores) household
. . (Rs))
1; Co-operatives . . .. 7.3 0.9 5
2. Banks .. .. .. ‘e Neg. Neg. —_
3. Companies .. . .- — —_ —_
4, Units of the Unit Trust .. .- —_ —_— .
- Total .. .. .. . 7.4 0.9 5
C. Cash Dues

Total dues receivable in cash by artisan households at Rs. 4
crores formed about one-half of the total cash. receivable by
agricultural labourers. Dues from unsecured loans and sales
proceeds were more or less the same in the case of both artisans
and agricultural labour households. However, promissory note
transactions were of a lower order in the case of artisans (Rs.
90 lakhs) as compared to agricultural labour households (Rs.
3 crores) (Table 13).

Table 13-——Proportion of households reporting, Average value per houschold and
Aggregate Value of Cash Dues—Artisans (As on June 30, 1971)

Proportion Aggregate  Average

Cash dues (Items) of households Value(Rs.  Value per
reporting crores) household
(Rs.)
Promissory note .. .. .. 0.5 0.9 5
Usufructuary mortgage of real estate —_ - -
Pledge of other movable property . . Neg. Neg. =
Pledge of bullion and ornaments 0.1 Neg. Neg.
Sale/Mortgage of real estate — — -
Sales proceeds receivable 1.4 1.2 -6
Unsecured loans 1.1 1.9 10
Others .. . .. . 0.8 0.4 2
Total amount receivable . 35 4.4 23
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Tamil Nadu and Uttar Pradesh accounted for about Rs. 1
crore and Rs. 2 crores, respectively. While the main items
were promissory notes and unsecured loans in Tamil Nadu, in
Uttar Pradesh, dues by way of sales proceeds accounted for
about Rs. 1 crore. No promissory note transactions were
reported in Uttar Pradesh.

ili) Other non-cultivators

A. Deposits

The other non-cultivators held the bulk of financial assets
(Rs. 271 crores) which formed 92.7 per cent of the financial
assets owned by all non-cultivators (Statement V). Deposits of
‘others’ as on June 30, 1971 were Rs. 263 crores, with West Bengal
accounting for Rs. 54 crores, Uttar Pradesh Rs. 32 crores, Maha-
rashtra Rs. 30 crores and Tamil Nadu Rs. 20 crores. Among
the major items were provident fund contributions and LIC
premia, accounting for Rs. 135 crores and Rs. 55 crores, res-
pectively. Commercial bank and postal deposits were Rs. 28
crores and Rs. 24 crores, respectively (Table 14).

Table 14—Proportion of households reporting, Average Value per household and
Aggregate Value of Deposits — Others

(As on June 30, 1971)

Proportion Aggregate Average

Deposits (Items) of house- Value (Rs. Value per
holds crores)  household
reporting (Rs.)
National Plan Savings Certificates Q0.6 2.1 3
Treasury Savings Deposit Certificates Neg. 0.1 Nez.
Government securities .. .. 0.5 1.0 1
Cash certificates of commercial banks Neg. 0.7 1
Deposits in post office . 5.0 23.7 29
Annuity deposits .. .. 0.4 1.5 2
Deposits in co-operative societies and

banks co e 0.7 5.5 1
Deposits in commercial banks 2.1 28.0 35
Deposits in non-banking companies Neg. 0.1 Neg.
Deposits with individual .. 0.8 4.2 5
Other deposits .. 1.0 6.4 6
Provident fund 12.2 135.0 166
Insurance premia 5.2 54.6 61
Total .. 18.3 262.9 322
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B. Shares

Total investment in shares by these households was Rs. 8
crores, Maharashtra accounting for Rs. 3 crores. Like artisan
and agricultural labour households, investments were predomi-

nantly in shares of co-operative institutions (Rs. 7 crores). But
these households had also invested in bank shares, company
shares and units and the total of these investments amounted
to about Rs. 1 crore (Table 15).

Table 15—Proportion of households reporting, Average Value per household
and Aggregate Value of Shares—Others

(As on June 30, 1971)

Proportion Aggregate ... Average

Shares (Ttems) of house- Value Value per
holds re- (Rs. household
porting crores) " (Rs)
1. Co-operatives .. .. . 7.0 7.3 9 -
2. Banks .. .. .. .. 0.2 0.2 —_
3. Companies .. .. .. Neg. 0.6 _ 1
4, Units of the Unit Trust ..  Neg Neg. Neg. .
Total .. .. .. .. 7.2 8.1 » 10

Maharashtra had reported investments of Rs. 2.6 crores
and Rs. 101akhs in shares of co-operatives and banks, respectively,
against an all-India investment of Rs. 7 crores and Rs. 16 lakhs,
respectively, in these items. In Uttar Pradesh, these households
had invested Rs. 53 lakhs in company shares.

C. Cash Dues

Aggregate cash dues of these households were Rs. 73 crores,
with Rajasthan, Maharashtra and Tamil Nadu having Rs. 34
crores, Rs. 7 crores and Rs. 6 crores, respectively.

Out of atotal of Rs. 73 crores, miscellaneous items accounted
for Rs. 28 crores, promissory notes Rs. 16 crores and unsecured
loans Rs. 12 crores. Dues receivable by way of pledge of or-
naments were Rs. 3 crores (Table 16).
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Table 16—Proportion of households reporting, Average Value per household
and Aggregate Value of Cash Dues—Other non-culttvators

(As on June 30, 1971)

' Proportion Aggregate Average

Cash Dues : of house- Value Value per

. holds (Rs. household

reporting crores) (Rs) -
Promissory notes e e 0.9 16.5 20
Usufructuary mortgage of real estate 0.2 1.8 2
Pledge of other movable property .. 0.1 1.0 1
Pledge of bullion and ornaments .. 0.1 3.2 4
Sale/Mortgage of real estate .. 0.1 0.6 1
Sales proceeds receivable .. .. 1.2 9.7 12
Unsecured loans . .. .. 1.2 12.0 15
Others .. .. .. .. 1.2 282 35
Total amount receivable .. .. 4.4 73.0 90

Regarding the items other than unsecured loans and miscel-
laneous transactions, dues receivable by way of pledge of bullion
and ornaments and pledge of immovable properties were signi-
ficant in Rajasthan and Haryana, respectively.

Section — III

Asset Groupwise Analysis

Households have been classified into 11 asset groups for
purpose of analysis (Statement VI). The first three asset groups
(covering houscholds having assets upto Rs. 500, between Rs. 500
and Rs. 1,000, and Rs. 1,000 and Rs. 2,500) may be taken to
represent the poor households and those having assets upto
Rs. 500 belong to the lowest stratum of the rural society.

The overall State-wise data are analysed in terms of the
aggregate values.
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Deposits of ‘poor’ households

The households having assets upto Rs. 2,500 haVe made a
total investment of Rs. 53 crores (Statements VII and VIII) in
financial assets (excluding an amount of Rs. 9 crores representing
dues receivable by these households in cash). Of the three
asset groups in the lower strata of the society, households having
assets between Rs. 1,000 and Rs. 2,500 had made more invest-
ments than the other two groups. In the lowest group, invest-
ments were very negligible (Rs. 2 crores). The asset group,
Rs. 500 to Rs. 1,000 accounted for about Rs. 7 crores and as
much as Rs. 44 crores of investments had been made by the
asset group Rs. 1,000—Rs. 2,500.

Deposits constituted Rs. 50 crores out of a total investment
of Rs. 53 crores. The lowest group (Rs. 0—Rs. 500) had reported
deposits of Rs. 2 crores. The next higher group accounted for
about Rs. 6 crores and the balance of Rs. 42 crores was held by
the asset group Rs. 1,000—Rs. 2,500. Deposits of these three
asset groups as a proportion of total deposits of all asset groups
accounted for 0.3 per cent, 0.8 per cent and 5.3 per cent, res-
pectively. Among the States, taking deposits of the three bottom
groups as a whole, Assam and West Bengal accounted for Rs. 8
crores and Rs. 7 crores, respectively. Tamil Nadu and Uttar
Pradesh accounted for about Rs. 6 crores each. In the lowest
group, Assam, Tamil Nadu and Uttar Pradesh together accounted
for about Rs. 1 crore out of a total of Rs. 2 crores. Karnataka
and Maharashtra each accounted for Rs. 0.2 crore. In the next
group (Rs. 500—Rs. 1,000), Assam, Tamil Nadu and Uttar Pradesh
together had about Rs. 2 crores out of a total of about Rs. 6
crores. Deposits in Maharashtra were Rs. 1 crore and Kerala
and Madhya Pradesh together accounted for another Rs. 1 crore.
In thethird group (Rs. 1,000—Rs. 2,500), the number of States re-
porting data, the proportion of households as well as the amount
of investment were more. Out of a total of Rs. 42 crores in this
asset group, deposits of Rs. 23 crores were held in four States,
Assam, Uttar Pradesh, Tamil Nadu and West Bengal. Besides,
Madhya Pradesh, Maharashtra and Kerala held total deposits of
about Rs. 10 crores.

Investments in shares

Share investments were negligible in the three bottom asset
groups totalling about Rs. 3 crores out of a total investment of
about Rs. 140 crores in shares by all asset groups. The States
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in which broadly these investments were held were Maharashtra,
Punjab, Rajasthan and Tamil Nadu.

Cash Dues

Dues receivable in cash reported by the three bottom asset
groups formed only 2.6 per cent of total cash dues reported by
all asset groups. A total of Rs. 9 crores was reported as cash
dues to be received by households in these asset groups, with
Tamil Nadu accounting for about Rs. 4 crores and Andhra
Pradesh, Kerala and Uttar Pradesh together accounting for about

another Rs. 2 crores.

Other Asset Groups

We may now discuss the financial assets of households having
total assets of over Rs. 2,500. These asset groups comprise of eight
of the remaining eleven asset groups. Among theseeight, the more
significant groups which accounted for over 10 per cent each of the
total financial assets are five. OfF these two asset groups, viz.,
Rs. 20,000—Rs. 30,000 and over Rs. 1 lakh, accounted for 19
per cent each of the total financial assets. Gujarat, Karnataka,
Maharashtra and Uttar Pradesh had reported the maximum
investment in the asset group of Rs. 20,000—Rs. 30,000, while
Bihar, Kerala, Punjab, Rajasthan and Tamil Nadu had reported
the largest investments in the asset group over Rs. 1 lakh. West
Bengal, on the other hand, reported the highest amount of in-
vestment in the asset group of Rs. 50,000—Rs. 1 lakh.

As regards deposits, five asset groups, namely, Rs. 5,000—
Rs. 10,000, Rs. 20,000—Rs. 30,000, Rs. 30,000—Rs. 50,000,
‘Rs. 50,000—Rs. 1,00,000 and over Rs. 1 lakh accounted for Rs. 573
crores or 72 per cent. In all these asset groups, except the highest
one, West Bengal and Uttar Pradesh had sizeable deposits. In
the top asset group (over Rs. 1 lakh), Bihar had the largest amount
(Rs. 53 crores). :

_ Investment in shares was sizeable only in four asset groups.
viz., Rs. 20,000—Rs. 30,000, Rs. 30,000—Rs. 50,000, Rs. 50,000—
Rs. 1,00,000 and over Rs. 1 lakh, which had invested Rs. 100 crores
(71 per cent) out of the total of Rs. 140 crores. In all these four
groups, Maharashtra and Gujarat had reported investments in
shares which constituted over 60 per cent of the totalinvestments
in these groups.
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Cash Dues

Total cash dues receivable by all rural households amounted
toRs. 358 crores, of which Rs. 256 crores (72 per cent) wasin the
top four asset groups, viz., Rs. 20,000—Rs. 30,000, Rs. 30,000—
Rs. 50,000, Rs. 50,000—Rs. 1,00,000 and above Rs. 11lakh. No
significant concentration was noticed in any State among these
asset groups, except in the case of Rajasthan which accounted '
for about one-third (Rs. 32 crores) of the total of Rs. 91 crores
in the highest asset group.

Cultivators

Investments in financial assets by cultivator households in
the lower asset groups having assets upto Rs. 2,500 totalled
Rs. 11.4 crores, thus indicating the small share of investments
on the part of poor cultivators. This was almost entirely made
" by the asset group Rs. 1,000—Rs. 2,500 which had invested' a
total of Rs. 10.3 crores comprising of Rs. 9 crores in deposits
and Rs. 1 crore in shares. Dues receivable in cash by this group
totalled Rs. 3 crores. It is interesting to note that among
the poorest households owning assets upto Rs. 500 excepting for a
fractional investment of Rs. 0.2 crore in deposits in Assam, no
major investment was reported in any other State elthel‘ in this
item or in any other item. :

The asset group having assets between Rs. 500 and Rs. 1,000
had invested Rs. 0.9 crore in financial assets comprising of de-
posits (Rs. 76 lakhs) and shares (Rs. 14 lakhs). Dues receivable
by this group amounted to Rs. 32 lakhs. State-wise analysis
indicates that in this group, deposits amounted to Rs. 25 lakhs
in Assam and Rs. 17 lakhs in West Bengal and cash dues recei-
vable in Tamil Nadu was Rs. 12 lakhs. As already indicated,
the asset group of Rs. 1,000—Rs. 2,500 accounted for Rs. 10
crores of total financial assets. Karnataka, Kerala, Maharashtra
and Tamil Nadu together accounted for a total investment of
‘Rs. 0.6 crore in shares. In Assam, this asset group had deposits
of Rs. 5 crores out of a total .of Rs. 9 crores for the country as
2 whole. Tamil Nadu, Andhra Pradesh, Assam and Bihar to-
gether accounted for dues receivable in cash of about Rs. 2
crores.

Deposits, shares and cash dues were progressively more in
“the hlgher asset groups. Comparatively larger amounts were
“invested in deposits and cash dues by the four higher asset groups,
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while in the case of shares sizeable investments were noticed in
three asset groups, viz., Rs. 20,000—Rs. 30,000, Rs. 30,000-
Rs. 50,000 and Rs. 50,000—Rs. 1,00,000. As regards deposits,
Bihar, Punjab, Maharashtra, Kerala, Uttar Pradesh and West
Bengal had reported large deposits in the top four asset groups,
while in the case of shares, Gujarat and Maharashtra were the
only two States which had bulk of the investments. Cash dues
in the four higher asset groups were reported by Andhra
Pradesh, Bihar, Maharashtra, Rajasthan, Tamil Nadu, Karnataka
and Uttar Pradesh.

Non-cultivators

In the case of non-cultivators all asset groups of over
Rs. 10,000 are clubbed together and shown as a single group.

(a) Agricultural Labourers

Deposits

Deposits of agricultural labourers amounted to Rs. 10
crores for the country as a whole. Qut of this, households with
assets upto Rs. 2,500 had reported about Rs. 4 crores comprising
of Rs. 13 lakhs in group Rs. 0—Rs. 500, Rs. 73 lakhs in group
Rs. 500—Rs. 1,000 and about Rs. 3 crores in group Rs. 1,000—
Rs. 2,500.

" Provident fund contributions totalled Rs. 6 crores out of
total deposits of Rs. 10 crores. The asset group Rs. 1,000—
Rs. 2.500 held about Rs. 2 crores, with Kerala and Assam accoun-
ting for Rs. 99 lakhs and Rs. 73 lakhs, respectively. In the higher
asset groups, households having assets over Rs. 10,000 had
reported about Rs. 2 crores with Tamil Nadu and West Bengal
together accounting for about Rs. 1 crore, each State accounting
approximately for 50 per cent of this amount.

Insurance premia totalled Rs. 2 crores with asset group
Rs. 10,000 and above accounting for Rs. 1 crore. State-wise,
West Bengal accounted for the bulk of this investment. Invest-
ments in the lower groups (upto Rs. 2,500) were negligible,
being about Rs. 23 lakhs.

Post office deposits totalled Rs. 70 lakhs of which an amount
of Rs. 11 lakhs was held by the households with assets upto
Rs. 2,500. Among the higher asset groups, the asset group
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Rs. 2,500—Rs. 5,000 accounted for about Rs. 33 lakhs, with the
households in Punjab accounting for about Rs. 31 lakhs.

Investments in commercial bank deposits totalled Rs. 50
Jakhs, The three lower asset groups together held Rs. 2 lakhs ;
Rs. 26 lakhs was held by the asset group Rs. 5,000—Rs. 10,000,

while Rs. 16 lakhs was held by the asset group Rs. 2,500—
Rs. 5,000 with Haryana alone reportmg as much as Rs. 10

lakhs.

Shares

Investments in shares made by agricultural labour households
amounted to Rs. 1.3 crores and almost the entire amount was in
shares of co-operatives. No other item was reported except a
negligible investment in bank shares. In Punjab, where invest-
ments totalled Rs. 57 lakhs, the asset group Rs. 500—Rs. 1,000
accounted for Rs. 3 lakhs and the asset group Rs. 2,500—Rs. 5,000

had reported about Rs. 22 lakhs. Total investments in shares
in Uttar Pradesh was Rs. 4 lakhs of which Rs. 2 lakhs was ac-
counted for by the asset group Rs. 5,000—Rs. 10,000.

Cash Dues

Total dues receivable by agricultural labour households
amounted to Rs. 7 crores in the country as a whole. The lower
asset groups having assets upto Rs. 2,500 accounted for Rs. 3
crores and among the higher asset groups, households having
assets over Rs. 10,000 accounted for Rs. 2 crores. Itemwise,
promissory note transactions accounted for Rs. 3 crores, while
sales proceeds and unsecured loans together accounted for about
Rs. 3 crores.

The lowest asset group (Rs. 0—Rs. 500) had reported a- total
amount of Rs. 361akhs, of which 50 percent was accounted for by
unsecured loans. Among the States, Tamil Nadu had reported
Rs. 25 lakhs, out of Rs. 36 lakhs in this asset group. Unsecured
loans in Tamil Nadu accounted for Rs. 14 lakhs in the lowest
asset group. Households constituting the asset groups Rs. 500
—Rs. 1,000 and Rs. 1,000—Rs. 2,500 reported atotal amount of
Rs. 2 crores. Promissory note transactions accounted for Rs. 1
¢rore in these two groups. Among the States, Tamil Nadu had
reported about Rs. 1 crore of which about Rs. 0.5 crore was held
by the groups Rs. 500—Rs. 1,000 and Rs. 1,000—Rs.2,500.
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Regarding the higher asset groups, about Rs. 1 crore was
reported by the group Rs. 5,000—Rs. 10,000, which comprised:
mainly promissory note transactions and unsecured loans,
Households having assets over Rs. 10,000 had reported about
Rs. 2 crores and the important items were sales proceeds and

promissory note transactions.

(b) Artisans
Deposits

Deposits held by artisan households totalled Rs. 9 crores of
which Rs. 6 crores was accounted for by the asset group of
Rs. 10,000 -and above. )

Insurance premia totalled about Rs. 2 crores of which Rs. 1 4
crores was reported by the asset group Rs. 10,000 and above in
Uttar Pradesh. : : :

Provident fund contributions totalled about Rs. 1 crore,
Assam accounting for about Rs. 48 lakhs, which was mainly in
the higher asset groups (i.e. above Rs. 2,500). Among the
lower groups, the group Rs. 1,000—Rs. 2,500 had reported Rs. 42
lakhs which included Rs. 15 lakhs in Gujarat, Rs. 8 lakhs in
Tamil Nadu and Rs. 5 lakhs in Bihar. Artisan households in
Uttar Pradesh had deposited Rs. 1 crore in commercial banks
which was about 50 per cent of thatin the country as a whole.
This was reported only by the asset groups above Rs. 5,000,

Shares

As in the case of agricultural labour households, share
investments by artisan households also amounted to about Rs. 1
crore and the major item of investment was shares of co-opera-
tives. Investment in bank shares was negligible and no other
item was reported. :

- It may be noted that the asset group (Rs. 1,000—Rs. 2,500)
had reported Rs. 33 lakhs, while the next group (Rs. 2,500—
Rs. 5,000) accounted for Rs. 29 1akhs. On the other hand, invest-
ment in shares was only Rs. 14 lakhs by higher asset groups of
over Rs. 10,000. Out of Rs. 33 lakhs in the asset group of
R§. 1,000—Rs. 2,500, Tamil Nadu accounted for over 50 per cent
with Rs. 17 lakhs. ‘ '
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Cash Dues

The lower asset group Rs. 0—Rs. 500 had reported a negh-
gible amount of about Rs. 38,000 as dues receivable. The next
asset group (Rs. 500—Rs. 1,000) had reported Rs. 4 lakhs of
which about Rs. 3 lakhs was accounted for by Uttar Pradesh
through sales proceeds. Compared to this asset group, the amount
was higher in asset group Rs. 1,000—Rs. 2,500 at Rs.. 44 lakhs
of which Rs. 19 lakhs represented unsecured loans, sales pro-
ceeds Rs. 16 lakhs and Rs. 7 lakhs promissory note transactions.
Tamil Nadu accounted for Rs. 17 lakhs of unsecured loans and
Uttar Pradesh reported sales proceeds of Rs. 6 lakhs.

Out of a total amount of Rs. 4 ¢rores of dues receivable by
artisan households, Rs. 3 crores was reported by the households
having assets over Rs. 10,000 and Uttar Pradesh accounted for
Rs. 2 crores comprising unsecured loans of Rs. 1.4 crores and
sales proceeds of Rs. 0.6 crore.

{c) Other non-cultivators
Deposnts

" Deposits held by these heterogeneous households amounted
to Rs. 263 crores, with the asset group of Rs. 10,000 and above
accounting for Rs. 133 crores. Out of the total amount of
Rs. 263 crores, provident fund contributions were Rs. 135 crores,
insurance premia Rs. 55 crores and the balance of Rs. 73 crores
mainly represented deposits with banks. The three lower asset
‘groups together accounted for Rs. 35 crores of which Rs. 29
crores was in the group of Rs. 1,000—Rs. 2,500.

Out of the total investment of Rs. 35 crores made by the lower
asset groups, Rs. 27 crores represented prondent fund contri-
butions. State-wise, Madhya Pradesh, Uttar Pradesh, West
Bengal and Tamil Nadu together accounted for about Rs. 16
crores of the total provident fund contributions. Insurance
premia amounted to Rs. 4 crores of which Maharashtra account-
ed for Rs. 74 lakhs, Rajasthan Rs. 72 lakhs, Tamil Nadu Rs. 52
lakhs and Uttar Pradesh Rs. 58 lakhs.

. As regards bank deposits, commercial bank deposits amo-
unted to Rs. 28 crores of which Maharashtra and Punjab each
dccounted for about Rs. 5 crores, while West Bengal and Uttar
Pradesh accounted for Rs. 4 crores each. Gujarat reported
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Rs. 3 crores. In all these States, most of the deposits were
held by the households having assets over Rs. 10,000. Deposits
with co-operatives amounted to Rs. 5 crores. Postal deposits
accounted for Rs. 24 crores of which the lower asset groups
(upto Rs. 2,500) held about Rs. 2 crores. Among the higher
asset groups, the largest amount of Rs. 13 crores was held by the
asset group of Rs. 10,000 and above, comprising mainly Uttar
Pradesh (Rs. 3 crores), Punjab and Gujarat (Rs. 2 crores each)
and Maharashtra and West Bengal (Rs. 1 crore each).

Shares

Shareholdings by ‘others’ amounted to Rs. 8 crores, of which
Rs. 7 crores was in shares of co-operatives.  Households holding
assets over Rs. 10,000 had reported Rs. 4 crores. The lower
asset groups (upto Rs. 2,500) held only about Rs. 75 lakhs.

In Maharashtra, the asset group of Rs. 10,000 and above
had reported an investment of Rs. 1.4 crores in co-operative
bank shares and about Rs. 10 lakhs in commercial bank shares.
Unlike artisans and agricultural labour households, other non- -
cultivator households had diversified their investments. Company
share investments reported by households having assets over
Rs. 10,000 amounted. to Rs. 57 lakhs against a total investment
-of Rs. 59 lakhs in the country as a whole.

‘Cash Dues

Total dues receivable by these households amounted to
Rs. 73 crores. Among the lower groups, the asset groups of
Rs. 1,000—2,500 accounted for Rs. 3 crores. As much as
Rs. 62 crores had been reported by households with assets of
over Rs. 10,000. The major items were miscellaneous trans-
actions (Rs. 28 crores), promissory note transactions (Rs. 16
crores), unsecured loans (Rs. 12 crores) and sales proceeds (Rs. 10
crores). .

_ Among the States, Rajasthan accounted for Rs.34 crores as
compared to.Rs. 73 crores of dues receivable in the country as a
whole. Miscellaneous transactions and unsecured loans together
accounted for Rs. 24 crores in Rajasthan. In both the items the
amounts reported were either negligible or marginal in the lower
asset groups (upto Rs. 2,500). Almost the whole investment in
both the items was accounted for by households having assefs
of over Rs. 10,000, ‘
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Section 1V

jComparison of Financial Assets in.1961 and 1971

" In the following paragraphs an attempt is made to compare
the financial assets of rural households based on All-India Rural
Debt and Investment Survey (AIRDIS) 1961-62 and All-India
Debt and Investment Survey (AIDIS) 1971-72.

The data pertaining to financial assets in the two surveys
are not strictly comparable since the AIRDIS data relate to end-
December 1961*, while the AIDIS data relate to end-June 1971.
The scope of financial assets in the 1971-72 survey was extended
to cover certain new items such as units of U.T.I. and annuity
deposits as they were not in existence in 1961-62. Similarly
insurance premia and chit funds were not included in financial
assets in the 1961-62 survey.

~ Financial assets of all rural households recorded an increase
of Rs. 642 crores to Rs. 930 crores between 1961 and 1971, re-
presenting an increase of 223 per cent. In proportion to total
assets held by the rural households, there was a marginal increase
from 0.8 per cent to 1.1 per cent during the decade. While all
the States shared the increase, West Bengal alone accounted for
anincrease of Rs. 100 crores. West Bengal, Bihar, Uttar Pradesh,
Kerala and Maharashtra together accounted for an-increase of
Rs. 395 crores, i.e. more than 50 per cent of the overall increase.
In 1961 the proportion of financial assets to total assets in Assam
was 3.0 per cent, followed by Gujarat with 2.1 per cent; the
proportion declined to 2.4 per cent and 1.4 per cent in Assam
and Gujarat, respectively, in 1971. On the other hand, there
was a substantial increase in the proportion in West Bengal from
1.4 per cent to 2.9 per cent. In Kerala, the increase was from
0.9 per cent to 2.8 per cent. -

All Rural Houscholds
Deposits '

Deposits which formed 76 per cent of total financial assets
in 1961 rose to 85 per cent in 1971 (Statement IX). As a propor-
tion to total of all assets, there was only a marginal rise during
the decade under compatison, from 0.6 per cent to 0.9 per cent.

" *The 1961-62 survey was launched in January 1962 and in view of the
‘recall bias® it was decided to call for data on assets and liabilities from house-
holds only as at the end of December 1961, being the nearest date.
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The overall increase in deposits was Rs. 571 crores or 260
per cent and the increase was relatively- higher in West Bengal
and Bihar with Rs. 98 crores and Rs. 78 crores, respectively.
The increase in Uttar Pradesh was Rs. 73 crores. However, in
proportionate terms, the increase was impressive in Rajasthan
and Jammu & Kashmir, being 555 per cent and 550 per cent,
respectively. '

Provident fund contributions and insurance premia could
not be compared with 1961 as comparative data on provident
fund are not separately available and insurance premia were
excluded in the 1961 survey. Among the other items, deposits
of commercial banks and post offices showed a general
increase accounting together for an increase of about Rs. 140
crores, out of a total increase of Rs. 571 crores. '

Post office deposits showed an overall increase of Rs. 49
crores which was partly offset by a decline in Gujarat, Madhya
Pradesh and Rajasthan, and the decline in Madhya Pradesh was
sizeable at Rs. 7 crores. The increase in Uttar Pradesh and
‘West Bengal was quite considerable with Rs. 16 crores and Rs. 15
crores, respectively. : :

Deposits of commercial banks showed an overall increase
-of Rs. 91 crores which was partly offset by a decline in Gujarat,
Tamil Nadu and Karnataka. Inorease in this item was quite
substantial in Kerala and West Bengal with Rs. 20 crores and
Rs. 12 crores, respectively. Bihar showed an increase of Rs. 17
crores. The number of rural and semi-urban branches of com-
mercial banks in Kerala increased by 179 and 157, respectively,
‘between 1961 @ and 1971. Although the increase in the number
-of branches was more in rural and semi-urban areas in other
States, such branches in Kerala have succeeded in mobilising
larger deposits than in other States.

_ The term ‘individuals’ used in the 1971-72 survey had a
wider connotation whereas in the 1961-62 survey it referred to
‘Iponey lenders’ only. As such, the data which have been com-
piled for the two surveys under this head are not strictly the same.
In 1961, deposits with money lenders were reported only in a few
States and the amounts’ were sizeable in Punjab (Rs. 2 crores)
and Andhra Pradesh (Rs. 1 crore). In 1971, deposits with indi-

* @ Number of branches for 1961 is inclusive of branches of co-operative
banks also. If the same are excluded from 1961 data the increase in commer-
cial bank branches will be more than the figures given above. -
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yiduals which may include money lenders also were reported
practically by all the States; their ratio to total financial assets
was about. 3 per cent in the country as a whole.

Shares

Investments in shares recorded a rise of about Rs. 72 crores
or 105 per cent during the decade. Almost the entire increase
was accounted for by shares of co-operatives.  The maximum
increase in this item was recorded in Maharashtra and Gujarat
with Rs. 31 crores and Rs. 16 crores, respectively. However,
in ptoportionate terms the increase was substantial in West Bengal
and Bihar. The ratio of shares to total financial assets which was
higher-at 23.7 per cent in 1961 declined to 15 per cent in 1971,
indicating a preference for other types of assets. There was no
major change in the proportion of shares to the total assets which
temained more or less constant at 0.2 per cent.

Cash dues -

Cash dues which formed 1-5 per cent of total assets of rural
households in 1961 formed only 0-4 per centin 1971. Unlike
deposits and shares, dues receivable in cash by the rural house-
holds ' recorded an overall decline = of Rs. 190 crores
or 35 per cent. The trend was not uniform in all the States
and contrary to the general trend, Maharashtra accounted for
an increase of Rs. 9 crores and Gujarat Rs. 3 crores. On the
other hand, Bihar had recorded a substantial decline of Rs. 48
crores (Statement X). S )

Among the constituent items, promissory note and mis-
cellaneous transactions recorded declines of Rs. 52 crores and
Rs. 46 crores, respectively. However, there was no. uniformity
among the States. Thus, in promissory note transactions while
}here was general decline, Gujarat and Kerala together recorded
icreases by about Rs. 3 crores. Dues receivable by way of
Pledge of bullion and ornaments had increased substantially
by Rs. 10 crores during the decade. The increase was mainly
inKerala and Rajasthan. There was an overall increase of Rs. 5
crores in dues receivable by sale transactions.

Cﬁitivators -

During ‘thé decade undér review,. financial assets of cultivator
households increased by Rs. 456 crores to Rs. 638 crores or by
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251 per cent. - Although the overall increase was shared by ail the
States, mention may be made of Bibar and Kerala where the in-
crease was comparatively sharp with Rs. 77 crores and Rs. 63

crores, respectively.

Deposits

~ Deposits held by cultivator households formed 67 per cent of
total financial assets in 1961 and the proportion increased to 80
per cent in 1971. Total deposits of these households increased by
Rs. 387 crores to Rs. 508 crores in 1971. Bihar accounted for an
increase of Rs. 75 crores, followed by Kerala and West Bengal
with increases of Rs. 60 crores and Rs. 59 crores, respectively.
Deposits formed over 90 per cent of total financial assets in Assam,
Bihar and West Bengal in both 1961 and 1971.

Among the items, commercial bank deposits increased by
Rs. 77 crores. The increase in post office deposits was Rs. 35
crores. Deposits with individuals showed a marginal decline of
Rs. 0.4 crore in Andhra Pradesh. Deposits of co-operatives
rose by Rs. 4 crores of which an increase of Rs. 2 crores was in
Mabharashtra. It may be observed that in the same State, invest=
ments in shares of the co-operative institutions rose sharply by
Rs. 29 crores which perhaps confirms the impression that the
rural folk turned to co-operatives more for credit facilities. In
relation to total financial assets, the proportion of commercial
bank deposits showed a marginal increase from 15.0 per cent to
16.4 per cent, while for post office deposits the ratio came down
frorp 19 per cent to 11.0 per cent and for co-operative bank de-
posits, the proportion declined from 4.8 per cent to 2.0 per cent.

Shafes' '

During the period under review, investments in shares of co-
operatives, commercial banks, companies, etc. made by the culti-
Vator households rose by Rs. 69 crores to Rs. 130 crores. How-
ever, the increase in shares was about one-sixth of the increase in
deposits. Shares which formed 33 per cent of total financial
assets in 1961 came down to 20 per cent in 1971 and in terms of
total assets, they were very negligible.

As already mentioned, the increase was very high in the case
of Malgarashtra and Gujarat with Rs. 30 crores and Rs. 18 crores,
respectively. The proportion of shares to tatal financial assets
was very high in these two States in 1971, In 1961 the ratio was
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very high in Rajasthan with shares accountmg for over 60 per cent
of the total financial assets. The ratio came down to about 16
per cent in 1971, indicating a possible flow of funds lnto other
forms of investment.

Among the various items, investments in shares of co-opera-
tives accounted for an over all increase of Rs. 68 crores, with
Maharashtra and Gujarat accounting for about Rs. 45 crores.
In the case of company shares, there was an overall decline of
Rs. 3 crores. However, in Karnataka, there was a marginal
rise of Rs. 0.6 crore in company shares.

[

Cash Dues

The overall decline in dues receivable noticed in the case
of all households is reflected in both cultivator and non-cultivator
households, although the decline in cultivator households was
more sharp (Rs. 178 crores) representing 39 per cent. The decline
was also reflected in the proportion of these items to total assets
which had come down from 1.3 per cent to 0.3 per cent. The
overall decline would have been even greater but for a partial in-
crease in some States like Maharashtra and Gujarat whlch together
’accounted for an increase of Rs. 8 crotes. .

{ "The actual decline in dues recelvable by way of promissory
note transactions was Rs. 50 crores or 36 per cent. There was an
increase of about Rs. 8 crores each in pledges and sales proceeds,
The decline in promissory note transactions was comparatively
higher in Andhra Pradesh with Rs.27crores. In pledged transac-
tions, Kerala and Rajasthan showed an increase of about Rs. 6
crores and Rs. 2 crores, respectively. In regard to sale transac-
tions with traders, there was an increase in dues from these tran-
sactions in Madhya Pradesh by about Rs. 2 crores. Total sale
transactions showed an increase of Rs. 7.5 crores or 50 per cent.

Possibly, the funds liquidated cdnsequent to the decline in
cash dues have been absorbed by depos1ts and to some extent by
investments in shares. :

Non-cultivators

Financial assets of the non-cultivator households increased
by Rs. 186 crores to Rs. 292 crores. Compared to the cultivator
households the increase was of a-lower order. The increase was
shared by all the States with the lone exception of Assam where



118 RESERVE BANK STAFF OCCASIONAL PAPERS

surprisingly there was a decline of Rs. 3 crores in sharp contrast
to an increase of Rs. 20 crores observed in the case of cultivator
households. 'Among the States where there was an increase,
mention may be made of West Bengal and Maharashtra which
accounted for Rs. 40 crores and Rs. 29 crores, respectively. The
overall incrcase in the ratio of financial assets to .total assets
noticed in all rural households was shared by non-cultivator
households also. =~ ' S : .
Deposits

Deposits held by the non-cultivator households had recorded
an increase of 182 per cent (from Rs. 100 crores to Rs. 282 crores).
The increase was only a little less than half of the increase recor-
ded by the cultivator households. The increase in these assets
was impressive in West Bengal and Uttar Pradesh with Rs. 39
crores and Rs. 26 crores, respectively. Kerala had recorded a
very high increase in proportionate terms. While the general
trend showed an increase, Assam had recorded a decline of Rs3
crores or 20 per cent in these assets. It is not clear how the dec-
line had occurred in Assam with considerable plantation labour.
As compared to 1961, the 1971 survey data do not indicate any
perceptible change in most of the States, although the ratio of
deposits to total financial assets had gone up to 100 per cent in
Assam in 1971. . In Kerala, deposits accounted for 80 per cent of
financial assets in 1961 and the ratio rose to 99 per cent in 1971,
indicating perhaps a preference of the non-cultivator households
for deposits and also conversion of other forms of assets into de-
posits in this State between 1961 and 1971.

Among the other items, the increase in post office deposits
was Rs. 12 crores followed by commercial bank deposits with
Rs. 8 crores. The States which accounted for a sizeable increase
in vthc;se items are Maharashtra and Punjab, Commercial bank
deposits as a proportion of financial assets in 1961 and 1971,
were 22 per cent and 11 per cent, respectively. The smaller pro-
portion in 1971 may be due to inclusion of insurance premia and
chit fund contributions in total financial assets in 1971.

Shares

_Total share investments showed a rise of about Rs. 4 crores
to Rs. 10 crores between 1961 and 1971, representing an increase
of 67 per cent. Share investments which formed 5.7 per cent
of financial assets in 1961 came down to 3.5 per cent in 1971. -
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The increase of Rs. 4 crores was primarily due to shares of co-
operatives. Out of a total increase of Rs. 4 crores, Maharashtra
accounted for Rs. 2 crores which was due to the rise in invest-
ments in shares of co-operatives.

Cash Dues

Dues receivable in cash by non-cultivator households dec-
lined from Rs. 100 crores to Rs. 85 crores, representing a decline
of 15 per cent. The proportion of total dues receivable to total
assets formed 3.3 per centin 1961. The proportion was far lower
at 1.5 per cent in 1971. There was a marginal increase of
Rs. 0-2 crore in Assam and some of the States showed a decline

in these items. The increase was very sizeable in Rajasthan
with Rs. 21 crores.

- While there was a general decrease in dues receivable by way
of cash, there was an increase in some of the transactions. Dues
receivable by way of pledge of bullion and ornaments showed an
increase of Rs. 2 crores. There was a marginal decline of Rs.0.5
crore in promlssory note transactlons

Conclusion

The analysis of data relating to financial assets establishes
the fact that the rural households continue to invest most of their
savings in physical assets rather than in financial assets. The
canalisation of rural savings into ‘financial institutions is a slow
process, as it would depend not only on the availability of surplus
funds with the rural population but also on their choice between
the acquisition of financial assets like shares and deposits on the
one hand, and investments in land, farm buildings, implements,
etc., on the other, with a view to increasing the productivity of
agriculture. It is obvious from the study that only a few types
of financial assets like shares of co-operatives, insurance premia
and prov1dent fund are popular with the rural households. While
investment in shares of co-operatives was significant in Gujarat
and Maharashtra where co-operative credit societies have been -
well developed, contributions to provident fund were predomi-
nant in Assam, Bihar, Kerala, Maharashtra, Tamil Nadu and
Uttar Pradesh where plantations or coal mines or sugar factories
give employment to rural population. Insurance premia were
popular in Karnataka, Kerala, Uttar Pradesh and West Bengal,
but the amount of inVestment is not sizeable, which would indicate
the need for making sustained efforts to sell life insurance policy
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in the rural areas in other States. Post office deposits were very
significant in Uttar Pradesh and West Bengal where commercial
banks have opened offices in rural areas only in recent years,
while commercial banks’ deposits were sizeable in Kerala which
has along tradition of commercial banking.

Other types of financial assets like shares of joint stock com-
panies and non-banking companies and units of UTI were in-
significant. One reason is that these are rather sophisticated
investments in which rural population might not be interested.
‘However, the higher asset groups could be persuaded to
invest more in units of UTI in which the risk of loss is compara-
tively less than in holding shares of companies or in deposits with
non-banking companies. Greater efforts on the part of UTI in
sales promotion in selected rural areas might yield good results.

~ Another feature of savings in the rural sector is the system
of cash dues receivable by rural households in the form of pro-
missory notes, pledge and unsecured loans. Conversion of these
investments into financial assets would further increase the avail-
abxllty of institutional credit in rural areas and it would also help
in reducing the cost of credit.

More recently, many of the public sector banks have intro-
duced certain schemes to attract rural savings. A special study
of the success of these schemes would throw further llght on the
suitability of the presently available avenues of savings to the
rural sector.



- Statement 1. Finaucial Assets of All Rural Households. ..
(As on June 30, 1971) o

. i (Rs. crores) -,
Sha- ~ Sha- Units Sha- Toal Depo- Depo- Depo- Depo- Insu- Provi- Others@ Total Total Total Ratio
res of res of of res in shares sits  sits sits  sits rance dent depo- finan- assetsf of.

States Co- Corp- Unit Bank- (243 with in with with Pre- Fund sits = cial © Col. .
ope- panjes Trust ing 44+ Co- Post Com- Non- mia assets 15
ratives of Com- 5) opera-Offices mer- Bank- to'16

India’ panies tive cial ing :
Banks banks Com-
. panies* y
1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17

Aundhra Pradesh 46 03 — 04 853 02 07 95 Nee 87 6.6 1.1 26.8 32.1 5406.0 0.6

Assam ' 0.4 — Neg. Neg. 0.4 0.3 2.9 1.8 Neg. 4.2 23.1 4.1 36.4 36.8 1517.0 2.4

Bihar 2.7 — Neg. 0.2 2.9 Neg 6.6 18.8 2.0 10.6 28.1 27.3 93.4 96.3 11070.1 0.9

Gujarat 24.2 0.2 Neg. 1.5 259 3.2 3.3 8.4 Neg. 11.6 13.1 3.4 43.0 68.9 4858.8 -1.4

Haryana .. .. 2.5 Neg. — Neg 25 01 16 1.8 Ne 1.0 1.3 1.2. 7.0 9.5 2871.0 0.3

Himachal Pradesh:.” 009 — — 0.1 1.0 0.2 2.0 03 Neg 0.7 2.7 09 6.8 7.8 1042.7 0.7

Jammu & Kashmir 05 — — — 0.5 Neg. 1.3 06 — 06 25 02 52 57 8.0 0.7

Karnataka .. 85 07 — 0.6 98 1.1 0.8 3.9 Neg259 42 6.4 42.3 52.1 4187.0 1.2

Kerala .. .. 50 0.8 Ne 03 6.1 13 2.2 23.0 Neg 14.4 242 12.4 77.5 83.6 30245 2.8

Madhya Pradesh .. 4.8 Neg. Neg. Neg. 4.8 0.7 2.3 1.9 Neg. 4.0 162 2.4 27.5 32.3 6222.3 0.5

Mahatashtra .. 44.4 0.8 Neg. 0.2 454 3.5 6.1 8.0 0.6 6.9 22.0 3.7 50.8 96.2 7002.4 1.4

Orissa 1.7 —_ — Neg. 1.7 0.5 3.8 0.3 Neg 1.0 4.4 4.0 14.0 157 2211.8 0.7

Punjab .. 6.6 02 — 0.1 69 1.1 88 140 1.5 3.5 5.5 10.5 44.9 51.8 49364 1.0

Rajasthan . 28 — — — 2.8 12 0.6 52 0.2 11.2 3.2 3.3 24.9 27.7 3993.1 - 0.7

Tamil Nadu 7.8 1.1 Neg. 0.1 9.0 0.5 2.5 5.9 Neg 10.7 20.5 8.5 48.6 57.6 4391.7 1.3

Uttar Pradesh 10.3 0.5 0.2 0.3 11.3 2.0 25.9 16.1 1.8 16,7 29.7 13.0 105.2 116.5 18549.9 0.6

West Bengal 3.1 Neg. — Neg. 3.1 3.4 23.0 13.6 0.2 17.7 61.8 5.3 125.0 128.1 4458.1 2.9

All Indial 131.0 4.7 0.4 3.8 139.9 19.5 94.8 135.8 6.6 151.7 274.8 107.0 790.2 930.1 87131.6 1.1

|

¥ osits with Joint-Stock Companies. T UL s e e e
@Inglr\ll(gleldgsagg%allﬂan Savilngs Certiﬁcateg, Treasury Savings Deposit Certificates, Government Securities, Cash Certificates of
Commercial Banks, Annuity Deposits, Deposits with Individuals and Chit Funds. .
+Including Manipur, Tripura, Delhi, Goa, Pondicherry and Meghalaya.
£The figures of total assets are based on summary block data.
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_ Statement II—Financial Asscts an

d Cash Dues of All Rural Households—Proportion of Households Reporting data
for AIDIS Survey — end-June 1971—(Contd.)

( Proportions of Households reporting data are in terms of pe

rcentages ) . ’

~ SHARES . DEPOSITS - -
State/Items Co- Com- Com- Unit- Total Na- Trea- Go-. Cash, De- Ann- De- De- Deposits
opera- mer- pan- Trust tiona! sury vern- Certi- posits uity posits posits with
tive cial jes . Savings Savings ment ficates in De- in . in -~ Nons

Banks Certi- Deposit Secu- of Post posits Co- Com- Bank-

ficates Certi- rities Com- Offices opera- mercial ing

ficates mercial . tive So- Banks Com-

Banks = = - cieties panics -
and .
‘ " Banks

1 2 3 4 5 6 7 8 9 10 11 12 13 14
Andhra Pradesh 6.1 0.2 Neg — 6.2 0.1 0.1 Neg. Neg. 0.6 Neg. 0.3 -0.2 Neg.
Assam .. 3.4 Nes. — Neg. 3.4 0.1 — Neg. Neg. 2.7 Neg. 0.4 0.4 Neg.
Blh_ar 7.8 Neg. — Neg. 7.8 0.1 ~— 0.1 Neg. 0.8 — 0.1 0.2 Neg.
Gujarat . . 27.7 0.2 0.2 Neg. 27.7 0.8 Neg. 0.1 0.1 1.9 Neg 0.8 1.1 Neg.
Haryana. .. o 18.1 0.1 01 — 182 0.5 0.3 Neg. — 1.5 0.1 1.2 1.1 Neg.
Himachal Prades . 38.0 0.3 — — 380 08 — 01 0.1 438 0.1 08 0.7 0.1
Jammu & Kashmir .. e 296 —.  —  — 206 0.1 — 0.1 — 1.5 Neg. 0.1 02 —
Karmataka 19.5 02 0.2 — 19.5 0.7 Neg. 02 Neg. 1.1 WNeg. 0.5 1.5 Neg.
Kerala .. 233 02 0.2 0.2 23.3 0.4 Neg.r 0.1 Neg. 2.6 Neg. 0.6 1.6 Nes.
Madhya Pradesh . 10.7 Neg. Neg. Neg. 10.8 Neg. Neg. .1 Neg. 0.7 Neg. 0.6 0.3 Neg
Maharashtra . 306 0.2 0.2 Neg. 30.6 22 01 0.1 0.1 6.5 02 1.5 1.1 Neg.
Orissa . . 9.1 Neg. —  — 9.1 Neg. Neg. 0.1 — 1.1 Neg. 0.1 Neg. Neg.
Punjab . 39.8 0.4 0.1 — 399 1.0 01 2.6 01 53 02 1.0 2.1 Neg.
Rajasthan . . - 14.3 — — — 14.3 1.5 — Neg. — 1.1 Neg. 0.5 0.6 0.1
Tamil Nadu .. . v 11.3 02 Neg. Neg. 11.5 0.4 0.1 02 — 1.9 Neg 0.4 0.5 Neg
Uttar Pradesh . 12.4 0.1 Neg. Neg. 12.4° 0.3 Neg. 0.1 Neg. 2.1 Neg 0.3 0.4 Neg
West Bengal 5.9 0.1 0.1 -~ 6.1 0.2 Neg. 0.1 Neg. 3.1 0.3 0.1 1.3 " Neg.
All India® 141 0.1 0.1 Neg. 14.1 0.5 Neg. 0.2 Neg. 2.0 01 0.5 07 Neg.
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- Statement. II—-{Conc_ld,) .

CASH DUES.
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*Including Manipur, Tripura, Delhi, Goa, Pondicherry and Mgghalpya. :



Stgtemgnt II.I—-Shaxjes»and Deposits ; Proportion of Households Reporting and Average value per Household

- (As on June 30, 1971)

133

- States Non-Cultivators All Households
Deposits * Shares Deposits Shares Deposits

B A B A B A B A B
Andhra Pradesh 8.2 2.3 43 2.9 1 2.9 35 6.2 8 2.5 40
A;sam 3.8 16.9 | 168 1.8 -. 1 18.0 276 3.4 2 171 188
B:h;u" 9.5 3.2 118 . 0.9, Neg. 3.1 70 7.8 3 3.2 108
Gujarat o 395 6.8 .97 = 6.7 7 9.6 145 277 69 7.8 114
Haryana e el 233 5.6 61  10.6 6 6.7 74 18,2 .24 6.1 66
‘Himachal Pradesh 39.9 8.1 127 . 14.3 7 23.6 394 38.0 22 9.2 147
Jammu & Kashmir .. 31.0 4.7 79 8.4 2 13.5 305 29.6 9 5.2 93
Karnataka .. 25.4 6.5 98 6.6 5 7.9 108 19.5 23 7.0 101
Kerala o 24.9 16.0 293 9.6 4 21.0 335 23.3 24 16.5 297
Madhya Pradesh 12.7 2.8 26 1.8 1 9.0 138 10.8 8 4.0 46
Maharashtra .. 41.7 13.4 50 6.4 16 11.1 161  30.6 76 12.7 85
Orissa . 11.3 3.8 39 1.9 Neg. - 6.9 35 9.1 5 4.5 38
Punjab 58.8 20.0 + 319 25.6 19  16.3 268  39.9 4 179 290
Rajasthan 15.8 4.4 52 4.5 3 14.5 2590 143 9 5.8 80
Tamil Nadu .. 18.0 6.2 74 3.3 3. 7.6 78 11.5 14 6.9 76
Uttar Pradesh 14.9 4.3 64 3.5 3 5.9 120 12.4 8 4.6 71
West Bengal .. 7.7 8.7 172 3.0 4 9.7 270 6.1 5 9.0 206
Al India*. . 17.7 6.3 9 4.8 5 8.1 14.1 18 6.8 103

Note: A — Proportion of houscholds reporting (percentage). B — Average value per household (Rs.)

*Including Manipur, Tripura, Delhi, Goa, Panicherry and Meghalaya,
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s s‘, 4,

t IV—Fina
" . (As on June 30, 1971)

ial Assets of Rural Households — Cultivators: .

(Rs. érorés) ‘ )

Sha- Sha-f Units Sha- Total Depo- Depo- Depo- Depo- Insu- Provi-Othe: Total Total
res res o

Total’ %of

resin Sha- sits sits sits  sits  ra-- dent rs@ Depo- Finan- Assets col. 15
of Com- Bank- res with in in. with nce Fund = sits  cial to col,
: Co- panies ing Co- Post Comm- Non- Pre- Assets 16
States ope Com- ope- Offi- ercial Ban- mia .
ra- panies rativesces Banks king
tives - Cos.*
] 2 3 4 5 6 7 8 9 10. 11 12 13 14 15 16 17
1. Andhra Prades 4.3 0.3 — 0.3 49 02 0.4 9.2 Neg. 5.4 1.7 0.9 17.8 22.7 4935.3 0.5
2. Assam .. 0.3 — Neg. Neg. 0.3 0.3 2.4 1.0 — 3.5 159 3.4 26.5 26.8 1446.8 1.9
3. Bijhar 2.7 — Neg. 0.1 2.8 Neg. 5.6 18.0 2.0- 8.6 20.3 27.2 81.7 84.51078.6 0.8
4. Guijarat .. 232 0.2 Neg. 1.5 249 2.2 1.2 4.4 Neg.r 88 3.9 2.8 23.3 48.2 4466.2 1.1.
5. Haryana .. 2.2 Neg. — Neg. 2.2 Neg. 0.1 1.3 Neg. 0.7 0.5 1.3 3.9 6.1 26559 0.2
6. Himachal Pradesh 0.9 — — 0.1 1.0 0.2 1.7 0.3 Neg. 0.6 2.0 0.6 54 6.4 1025.0 0.6
7. Jammu & Kashmir 0.5 —_ - — 0.5 Neg. 1.0 0.5 — 0.4 2.0 0.2 41 4.6 8345 0.6
8. Karnataka . 7.9 0.7 — 0.6 9.2 1.0 0.3 3.6 Neg. 153 2.1 5.9 28.2.37.4 3923.1 1.0
9. Kerala .. 4.9 0.8 Neg. 0.3 6.0 1.1 1.9 22.1 Neg. 12.6 18.7 12.1 68.5 74.5 2979.7 2.5
10. Madhya Pradesh 4.7 Neg. Neg. Neg. 4.7 0.6 1.2 1.4 — 1.8 6.1 1.7 12.8 175 59956 0.3
11. Maharashtra .. 41.6 0.8 Neg. 0.1 425 32 3.6 2.7 0.6 3.4 43 .2.7 20.5..63.0 6676.7. 0.9
12, Orissa .. 1.7 — — Neg 1.7 05 3.4 0.3 Neg. 09 2.8 3.1 11.0 12.7 2092.1 0.6
13. Punjab .. 49 02 — 0.1 52:03 42 7.9 1.5 1.3 1.2 4.9 21.3 26.5 4179.2 0.6
14. Rajasthan .. 2.6 —_ — — 2.6 0.1 0.1 44 02 51 12 3.1 142 16.8 37904 0.4
15. TamilNadu .. 6.9 1.1 Neg. 0.1 81 04 1.5 5.7 Nee. 6.2 5.9 6.6 26.3 34.4 38%6.1 0.9
16. Uttar Pradesh 9.7 Neg. 0.2 0.3 10.2° 1.3 20.1 10.9 1.8 8.7 15.4 10.3 68.5 78.7 17428.0 0.5
17. West Bengal .. 2.2 Neg. — Neg. 2.2 1.7 20.8 9.6 0.2 7.7 26.5 2.4 689 71.1 398.4 1.8
AllTndia + .. 121.53 4.1 0.3 3.7129.6 13.3 69.9104.7 6.6 92.9 132.5 388.3 508.2 637.8 81575.1 0.8

@ Includes National Flan Savings certificates, sury | s I
of Commercial Banks, Annujty Deposits, Deposits with Individuals and Ch

* Includes deposits with joint stock companies. :

-+ Including Manipur, Tripura, Delhi, Goa,

Pondicherry and Meghalaya.

it funds.

Treasury Savings Deposit Certificates,- Government. Securities, Cash Certificates

{
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- Statement -V—Financial Assets of Rural Houscholds — Non-Cultivators
S © " (AsonJune 30, 1971) =

. - : X - (Rs. crores) -
Sha- Sha- Units Sha- Total Depo- Depo-Depo- Depo- Insu-. Provi- Oth- Total Total Total . Ratio

resof . res of of " res’in shares sits-  sitsin sitsin sjts rance dent. ers@ depo- finan- Assets of col.

Co- Com- UTI Ban- with Post Co- * with pre- Fund - sits  cial . 15t

States .. opera- panies king Co- Offices mmer- Non- mia . assets - col16

. S tives - v Compa- - opera- cial Ban- J ' ’ :
. nijes - tive . Banks king
Banks ' Compa-
. nies* o

- 1 .2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17
Andhra Pradesh .. 0.3 s — Neg. 0.3 Neg. 0.3 0.2 — 3.3 4.9 0.3 9.0 93 470.6 2.0
Assam .- .. Neg. —_— -~ = Neg. Neg. 0.5 0.8 Neg. 0.8 7.3 0.4 9.8 9.8 70.3 13.9
Bihar .. Neg. —_— = — Neg. — 1.0 0.7 Neg. 2.1 7.8 0.1 11.7 11.7 283.6 4.1
Gujarat ... .. 1.0 —_ — — 1.0 10 2.1 40 — 2.7 92 0.7 19.7 20.7 392.6 ‘5.3
Haryana® .. .. 02 — — — 0.2 Neg. 1.5 04 — 03 08 0.1 3.1 33 2151 1.5
Himachal Pradesh  Neg. —_ - — Neg. Neg. 0.3 Neg. — Neg. 0.7 04 14 1.4 17.7 7.9
Jammu & Kashmir Neg. —_— = — Neg. =~ — 0.3 Neg. — 0.2 0.5 — 1.0 1.0 16.5 6.1
Karnataka .. .. 0.6 — e— Neg. 0.6 Neg. 0.5 0.3 Neg. 10.5 2.1 0.7 14.1 14.7 263.8 5.6
Kerala . S 0.1 — — Neg. 0.1 0.1 02 0.9 — 1.8 54 0.6 9.0 9.1 4.7 20.4
‘Madhya Pradesh .. - 0.1 “Neg.” Neg. — 06102 1.1 0.5 Neg. 2.2 '10.1 0.6 14.7 14.8 226.7 6.5
Maharashtra. . ......2.8 Neg —. 0.1. 2.9 0.3 .2.6. 5.3 Neg. -3.5. 17.7 0.9 30.3 33.2 325.7 10.2
Orissa . .. Negg — — — Neg. Neg. 04 — — 02 1.6 0.8 30 3.0 1197 2.5
Punjab .. 1.7 — — Neg. 1.7 0.8 4.6 6.1 — 2.2 4.4 5.6 23.7 25.4 1757.2 3.4
.Rajasthan .. .. 0.1 —_ — ~— 0.1 1.0 0.4 0.8 Neg. 6.0 2.0 0.5 10.7 10.8 202.7 5.3
Tamil Nadu .. 0.9 —_— — Neg. 0.9 Neg. 1.0 '0.2° — 4.5 14.7 1.9 22.3 23.2 505.7 4.6
Uttar Pradesh 0.5 0.6 — — 11 0.7 5.8 5.2 — 8.0 14.3 2.7 36.7 37.8 1121.9 3.4
West Bengal .. 0.9 Neg. — Neg. . 0.9 1.8 2.2 4.0 — 10.0 35.4 2.8 56.2 57.1 471.7 12.1
All Indiat .. 9.5 0.6 Neg. 0.2 10. 6.1 24.9 31.0 Neg. 58.8 142.4 18.8 282.0 292.3 5556.5 5.3

* Incloding deposits with joint stock' companies,

@ Includes National Plan Savings Certificates, Treasury Savings Deposit Certificates, Government Securities, Cash Certificates
of Commercial Banks, Annuity Deposits, Deposits with Individuals and Chit funds.
{ Including Manipur, Tripura, Delhi, Goa; Pondicherry.ahd -Meghalaya.- -~ -~ .
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. Statement—VI Financial Assets and Cash Dues of All Rural Houscholds—Proportion of Households Reporting Data for AIDIS
T T Survey — End - June 1971—(Contd PR Daa e AR

- - (Propartions’ of Households reporting data are in terms of percentages)

SHARES .. DEPOSITS

Asset Groups/Items Co-ope- Com- Com- Unit- Total Nat- Trea- Govt. Cash Depo- Annui- Depo- Depo-: Depo-
. . rative mer- panies trust . iona] sury secu- Certifi- sits ty . sitsin sitsin  sits
cial _ . Savings Savings rities cates in : Depo~ Co-op-. Comm- with
Banks Certifi- Deposit . of Post  sits erative ercial Non-:
: . : cates Certific- Commer- Offices Societies. Banks Banking
ates ’ cial © and . Comp-
. Banks ’ . . Banks. . anies
1 2 3 4 5 6 7 8 9 10 11 12 13 14
O —500 1.1 Neg. — — 1.1 Neg. ~— — — 0.3 Neg. 0.1 0.1 —
—1000 21 01 — Neg. 2.2 Neg. — 01 — 06. — 02 0.1 —_
-—2500 ‘4.5 Neg. Neg. — 4.7 0.1 — 0.1 Neg. 0.8 Neg. - 0.1 0.2 - Neg.
—5000 ‘9.4 0.1 Neg. — 9.5 0.3 Neg. 0.1 — 14 01 -02 : 04 —
—10,000 13.3 0.1 Neg. — 13.3 0.3 Neg. 0.1 - Neg. 1.6 0.1- 0.3 0.4 Neg
—15,000 13.0° 0.1 — [ Neg.~ 18.0° . 0.5 Neg. .0.1 - Neg 2.1+ 0.1 0.4 0.6 Neg.
~-20,000 21.0 0.1 0.1 — 21.1- 0.4 Neg. 0.1+ 0.1 2.3 Neg. 0.5 0.7 —_—
—30,000 50.2 0.3 0.3 — 503 2.0 0.1 0.2 0.2 . 7.7 0.1 1.7 2.6 0.2
—50,000 302 0.4 0.1 — 33 1.1 02 02 01 46 03 1.5 1.7 0.1
—1,00,000 38.3 0.4 0.4 Neg. 38.5 2.2 0.1 0.9 0.1 6.3 0.2 2.0 2.9 0.1
G.T. 1 Lac 70 09 11 02 476 42 02 31 05 94 01 23 7.0 0.6
Total 14.1 . 0.1 0.1 Neg. 14.1 0.5 Neg. . 0.2° Neg. 2.0 0.1 0.5 0.7 Neg.

SUHIVI TVNOISYIOO0 44VIS ANVE JAYASTT
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Statement—VI—(Concld.)-
(Proportions of Households reporting data are in terms of percentages)

CASH DUES
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Statement—VII.

Distribution of Financial Assets According to Asset Groups

(As on June 30, 1971)

- {Rs.

crores)
Cultivators Agricultural Labourers Artisans  Other Non-Cultivators All Rural
Households
Asset Depo- Shares Cash Depo- Shares Cash Depo- Shares Cash Depo- Shares Cash Depo- Shares Cash
Groups sits dues sits dues sits dues sits dues  sits dues
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
0 500 0.2  Neg. Neg. 0.1 Neg. 0.4 Neg. Neg. Neg. 1.8 Neg. 0.1 2.1 0.2 0.5
—1000 0.8 0.1 0.3 0.7 0.1 0.9 0.2 Neg. Neg. 4.9 Neg. 0.5 6.5 0.4 1,.7
--2500 9.2 1.1 2.8 2.7 0.3 1.2 0.8 0.3 0.4 289 0.6 2.6 417 2.4 7.1
—5000 15.8 3.7 9.5 2.4 0.3 1.4 1.0 0.3 0.8 47.9 1.5 2.8 67.0 5.8 14.5
~—10000 382 9.6 18.7 1.3 0.2 1.1 0.7 Neg. 0.3 46.1 1.1 54 86.3 11.1 254
—15000 35.8 9.8 20.9 3.1* 0.2* 2.0 6.0* 0.1* 2.8% 133.4%* 4.7% 61.7* 65.0 10.5 26.4
~—20000 26.9 9.3 17.7 35.1 _9.6 27.0
—30000 85.9 39.3 42.7 138.2 41.6 50.0
—50000 62.9 20.7 48.6 85.5 21.1 61.3
—100000 79.8 21.3  40.9 105.3 22.4 52.8
—G.T.1 Lac 152.8 14.7 71.2 157.4 14.9 91.4
Total 508.2 129.6 273.4° 10.4 1.3 7.1 . 8.7 0.9 4.4 262.9 8.1 73.1 790.2 139.9 357.9
Note : For agricultural labourers, artisans and .other non-cultivators break-up of assets over Rs. 10,000 is not available.

*Figures relate to Asset Groups of over Rs. 10,000.
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Statement VIII—Financial Assets of All Rural Households Excluding
Cash Dues— (contd.)

(As on June 30, 1971)
' (Rs. crores)

Asset Groups

0—500 —1000 —2500 —5000 ~—10000 —15000 —20000

~—

States
1. Andhra
Pradesh .. Neg. 0.2 1.5 2.8 3.4 1.7 1.3
. (—) 0.6) “@.7n 8.7) (10.6) (5.3) @.1n
2. Assam .. 0.3 0.6 7.2 5.6 5.8 3.4 2.5
- (0.8) (1.6) (19.6) (15.2) (15.8) 0.2) 6.9
3. Bihar .. Neg. 0.2 1.2 4.6 9.3 6.7 2.6
(=) ©2) @(@2) #.8 0.6 (.00 (2.7
4. Gujarat .. Neg. 0.1 1.3 3.8 5.5 5.4 1.9
(—) 1) 1.9 (5.5 (B.00 (7.8) (2.9
5. Haryana Neg. 0.1 0.4 0.4 0.8 1.3 0.4
' (— (.1) 42) @2) (.4 (3.7 @2
6. Himachal
Pradesh.. —  Neg. 0.4 0.7 0.7 0.5 1.0
=) = 61 90 .0 (64 12.9
7. Jammu &
Kashmir 1(\Ieg). IEIeg). 0.21;) 0.2 0.5 ( 1.2 (18.6
— — 1. 3.5 8.8 21.1) .5
8. Karnataka ((()).i) (8.3) ((1.3 (3.2) (2.7) 2.1) (1.2)
. .6 2.5 6.1 5.2 4.0 2.3
9. Kerala .. (8} ((())g 3.3) (4.7) (6.4) (7.5) (6.7)
. 3. 5.7 7.7 9.0 8.0
10. Madhya ) ) B9 6.y 071 9.0 )
Pradesh .. ((())31 (?96 13.8 4.8 6.9 3.9 0.8
. 1.7 (14. 4 ) 2.
. Maba, ) @9 AL a4y el azh e
rashtra .. (8.%) d.%) 3.5 7.1 6.5 5.5 4.3
. . 3. 7.4 6.8 5.7 4.5
12. Orissa .. ((()).é) ((1).3) (O.g: (1.7) (2.3) (1.5) (1.2)
. . . (.1 10.8 14.6 9.6 (7.6
13. Punjab .. N(eg.) (8.2) 0.9 (3.5) (4.2) (3.6) 1.5
L. — . 1.7 (6.8 8.1 .9 2.9
14. Rajasthan lZIeg). (?.3 (1.7) 2.7) (2.4) (g.B) (1.0)
— .1 6.1 .7 . . 3.
15, Tamil Nadu (g.4 1.1) (5.4) (3.9) (’E/;.g) (lg.g) (3.3)
7 1. .
16. Uttar ) (1.9) (9.4) (15.5) (13.6) (9.2) (6.4)
Pradesh .. (g.g g.i 5.0 5.1 13.0 5.9 7.0
17, West ) 04 @3 @4 11.2) G.1) (6.0
Bengal .. (g }) (g.g) g.g) 12.3 184  16.1 6.4
. . . . 9. 14.4 2. 5.0
All India* 2.3 6.9 44.1 ’523) (97.4) ('175.2) 454.7)
02 07 @7 (1.8 @10.5) (8.1) (4.8

Note : F ig]‘" es in brackets relate to percentage 0 total financial assets.
Including Manipur, Tripura, Delhi, Goa, Pondicherry and Meghalaya.
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(Rs. crores)

Total  %of
Assets  Finan-
—30000 —50000—100000 Over Total cial
1 lac Assets
to Total
Assets
1. Andhra .
Pradesh . . 3.3 3.9 2.3 11.7 32.1 5406.0 0.6
(10.3) (12.1) (7.2) (36.4) (100.0)
‘2. Assam .. 2.5 5.3 3.0 0.6 36.2 1517.0 2.4
(6.8) (14.4) (8.2) (1.6) (100.0) ;
3. Bihar 6.6 5.3 6.6 53.2 96.3 11070.1 0.9
(6.9) (5.5 (6.9) (55.2) (100.0)
4. QGujarat 30.2 8.5 5.6 6.6 68.9 4858.8 1.4
(43.8) (12.3) (8.2) (9.6) (100.0)
5. Haryana 0.4 2.0 2.4 1.3 9.5 2871.0 0.3
4.2) (21.1) (25.3) (13.6) (100.0)
6. Himachal
Pradesh . . 1.5 1.0 0.9 1.1 7.8 1042.7 0.7
(19.2) (12.8) (11.6) (14.1) (100.0) ‘
7. Jammu &
Kashmir 1.1 0.8 0.8 0.4 5.7 851.0 0.7
: (19.3) (14.0) (14.0) (7.0) (100.0) ,
8. Karnataka 20.7 4.3 6.6 9.5 52.1 4187.0 1.2
(39.7)  (8.3) (12.7) (18.2) (100.0)
9. Kerala .. 8.1 10.3 16.6 19.5 R3.6 3024.5 2.8
: (9.7) (12.3) (19.8) (23.3) (100.0)
10. Madhya
Pradesh . . 3.1 2.7 2.6 3.0 -32.3 6222.3 0.5
' 9.6) 8.4 (8.0) (9.3) (100.0)
11. Maha-
rashtra .. 46.9 7.7 9.0 4.4 96.2 7002.2 1.4
(48.8) (8.0) (9.4) (4.5) (100.0)
12. Orissa 2.9 0.6 3.7 0.7 ](1)(5).’(7) 2211.8 0.7
18.5 3.8) (23.6) “.5) (100.¢
13. Punjab .. (2‘2) 6.4) 8.7 20.5 51.8 4936.4 1.0
(4.2) (12.4) (16.8) (39.6) (100.0)
14. Rajasthan 1.1 2.8 4.5 7.0 27.7 3993.1 0.7
(4.0) (10.1) (16.3) (28.5) (100.0)
15. Tamil Nade 4.1 5.2 6.0 9.7 57.6 4391.7 1.3
(7.1)  (9.0) (10.4) (16.8) (100.0)
16. Uttar
Pradesh. . 23.0 19.5 18.9 182 116.5 18549 9 0.6
(19.8) (16.7) (16.2) (15.6) (100.0)
17. West
Bengal .. 16.0 19.8 28.5 = 3.3 128.1 4458.1 2.9
12.5) (15.4) (22.2) (2.6) (100.0)
© All India* 179.8 106.5 127.7 172.3 930.1 87131.6 1.1
(19.3) (11.5) (13.8) (18.5) (100.0)

Note : Figures in brackets relate to percentages to total financial assets
* Including Manipur, Tripura, Delhi, Goa, Pondicherry and Meghalaya.
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Statement IX—Break-up of Deposits of All Rural Households—(contd.)

(Rs. crores)

Deposits in Co- Deposits with Deposits in Post
States operative Societies Commercial Offices
and Banks Banks

1961 1971 1961 1971 1961 1971

1. AndhraPradesh .. 0.5 0.2 3.1 9.5 0.3 0.7
(6.0) " (0.7) (37.3) (35.4) (3.6) (2.6)

2. Assamt — 04 03 1.8 08 3.0
= a1 (e ¢ @1 @)

3. Bijhar —  Neg. 1.8 18.8 3.0 6.6
- ) Jrn o1 @19.5 (7.1

4, Gujarat .. .. 4.3 3.2 102 8.4 4.7 3.3
(14.3) (7.4 (34.0) (19.5) (@15.7) (1D

5. Jammu & Kashmir Neg.  Neg. 0.1 0.6 0.6 1.3
—) (—) (12.5) (11.5) (75.0) (25.0)

6. Karnataka .. 1.4 1.1 6.3 3.9 0.7 0.8
(10.0) {2.6) 4500 (92) .00 (.9

7. Kerala .. .. 08 13 3.2 23.0 1.4 2.2
02) a.7 36.8) (9.7 (16.1) (2.9

8. Madhya Pradesh.. 0.3 0.7 — 1.9 8.8 2.3
2.9 @5 () (6.9 @4.6) 8.9

9. Maharashtra .. 1.7 3.5 1.9 8.0 2.7 6.1
(11.6) (6.9) (12.9) (15.7) (18.4) (12.0)

10. Orissa .. .. Neg. 0.5 — 0.3 0.6 3.3
: =) G &) @1 (6.2 1.1

11. Punjab* .. .. 3.3 1.4 5.3 16.1 4.5 12.4
(14.8)  (2.49) (3.8) (27.5 (20.2) (21.2)

12. Rajasthan .. 02 1.2 0.6 5.2 0.9 0.6
(53) (4.8) (15.8) (20.9 (3.7 (2.9

13. Tamil Nadu .. 04 0.5 6.7 5.9 0.6 2.5
, B4 .0 (57.8) 2.1 (.2) .1
14, Uttar Pradesh .. 1.0 2.0 8.1  16.1 9.8 25.9
(3-1)  (1.9) (25.1) (15.3) (30.3) (24.6)

15. WestBengal .. 0.3 3.4 1.6 13.6 8.0 23.0
Ly @7 6.9 0.9 (9.4 8.9

All India @ - 143 195 4.5 1358 459 94.8
6.5 (2.5 (20.3) (17.2) (20.9) (12.0)
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(Rs. crores)

: Deposits with . Total Total Finan- Proportion
States others including Deposits cial assets  of Deposits
money lenders to Total
: Financial
Assets
1961 1971 1961 1971 1961 1971 1961 1971
1. AndhraPradesh 4.4 16.4 8.3 26.8 12.3 32.1 67.5 83.5
(53.0) (61.2)
2. Assamt .. 18.2  31.8 19.3 37.0 197 37.4 98.0 98.9
, 94.3) (85.9)
3. Bihar .. 10.6 68.0 15.4 93.4 162 96.3 95.1 97.0
. (68.8) (72.8)
4, Gujarat .. 10.8  28.1 30.0 43.0 39.7 68.9 75.6 62.4
: , (36.0) (65.3)
5. Jammu & :
. Kashmir .. 0.1 33 08 52 1.0 5.7 8.0 91.2
(12.5) (63.5)
6. Karnataka 5.6 36.5 14.0 42.3 19.4 52.1 72.2 8122
. (40.0) (86.3)
- 7. Kerala .. 3.3 51.0 8.7 77.5 11.8 83.6 73.7 92.7
- (37.9) (65.8) :
8. MadhyaPradesh 1.3  22.6 10.4 27.5 13.6 32.3 76.5 85.1
. (12.5) (82.2) ,
9. Maharashtra 8.4 33.2 14.7 50.8 28.3 96.2 51.9 52.8
: (57.1) (65.4)
10.. Orissa 0.7 9.4 1.3 14.0 1.8 15.7 72.2 89.2
, (53.8) (67.1)
11. Punjab* 9.2 28.7 22.3 58.6 27.9 69.1 79.9 84.8
(41.3) (49.0)
12. Rajasthan .. 2.1 17.9 3.8 249 7.4 27.7 51.4 89.9
¢5.3) (1.9
13. Tamil Nadu .. 39 39.7 11.6 48.6 17.8 57.6 65.2 84.4
Co 33.6) (81.7)
14. Uttar Pradesh 13.4 (61.2 32.3 105.2 41.5116.5 77.8 90.3
1.5 58.2)
15. West Bengal 17.3) 5.0 27.2 125.0 28.1128.1 96.8 97.6
(63.6) (68.0)
All India@: .. 114.8 540.1 219.5 790.2 287.8 930.1 76.3 85.0
: (52.3) (68.3) ,

Note :  Figures in brackets relate to percentage to Total Deposits.

1 Including Mcghalaya.

* Including Horyana and Himachal Pradesh.

@ Including Manipur, Tripura, Dethi, G

ca and Pondicherry.
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Statement X—Financial Assets and Cash Dues of Cultivators and Non-Cultivators—(contd.)

 (Rs. crores)

Cultivators

Cash Dues Receivable

1971 Variation 1961

~ Of which Deposits

' Total Financial Assets

1961
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Statement X—(concld.)

(Rs. crores)

- All Houscholds

Non-Cultivators

“Of which Deposits Cash Dues Receivable -

Cash Dues Receiv-

Total Financial

Of which Deposits
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d Himachal Pradesh. o
Tripura, Delhi, Goa and Pondicherry.

Haryana an

* Ipncluding Manipur,

**  Including

@



NOTES & COMMENTS

SHIFT IN THE PATTERN OF FINANCING OF CAPITAL
FORMATION IN THE PRIVATE CORPORATE SECTQOR**

K. G. K. SuBBA Rao*

Capital formation in the Private corporate sector is financed
by funds from internal sources (through plough back of profits)
and also by borrowings from institutions and others. Normally,
fixed assets formation is financed by internal generation of funds
(cash flow) and long-term borrowings, while inventory financing
is done through short-term scurces, of which bank credit is the
more important. The commercial banks purveying credit are
the connecting link between the monetary policies of the Central
Bank and the ‘real’ sectors of the econcmy. Non-availability
of adequate bank credit, particularly in the context of regulation
of credit and tight money conditions as in recent years,7 will
induce the companies to have recourse to alternative sources of
finance for meeting their working capital requirements. The
companies will also resort tc other sources such as deposits from
public, trade debt, etc., for supplementing their resources. In
this note, an attempt is made to examine some of these aspects,
based mainly on the data-of Medium and Large public limited
companies for the period 1971-72 to 1974-75. Section I briefly
outlines the scope of the flow-of-funds accounts, against the
backgrour:d of which, the sources and uses of funds of the Private
corporate sector are discussed, in particular self-financing vis-a-vis
lIong-term uses of funds viz., gross fixed assets formation. In
Section II, the increased reliance of companies on deposits from
public and trade debt as alternative sources of funds is brought
out in the context of declining share of bank credit to the Privaie
corporate sector in recent years. A brief account of the recomm-
endations of the Tandon Committee relevant in the context of
inventory financing, is outlined in Section III. The main findings
are summarised in Section IV. :

+

*K. G. K. Subba Rao is Deputy Director in the Department of Statistics.
The author is grateful to Shri V. V. Divatia for improvements suggested on an
earlier version of thq paper, and also acknowledges thanks to Shri T. R. Ven-
katachalam and Shri G. N. Rao for helpful comments.

**For the purpose of the present study, Medium and Large public limited
companies (i. e. companies, each with paid-up capital of Rs. 5 lakhs and above)
are considered.

}IThe more important measures of credit policy influencing the cost and
availability of credit are bricfly summarised in the Appendix.
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I, Sources and uses of funds of Private corporate sector

The financing of the private corporate sector may be viewed
in the framework of flow-of-funds accounts connecting the
pon-financial and financial flows. Briefly, these accounts depict
the lendings and borrowings of the different sectors of
the economy, how the saving of the surplus sectors (like
the Household sector) is used to finance investmentin the
deficit sectors (like . the Private corporate sector) andalso
the financial mechanism by means of which these transfers
take place from one sector to another. If these are available in
sufficient detail connecting the non-financial (real) and . financial
flows accounts, the sources of financing capital formation sector-
wise could be traced out. Conceptually, investment and saving
are related to changes in financial liabilities (A\L) and changes in
firancial assets (/\ A) as in the equation: I—-S=AL—AA. The
difference between physical assets formation (I) and savings (S)
(Retaired income and depreciation provision) denotes the re-
“sources gap, ar.d the financial flows accounts (after elimipating
all intra-sector transactions) reveal the sources for financing the
deficit, For deficit sectors like the Private corporate sector,

I>S, and AAD< A LD
Fér surplus sectors like the Household sector,
I<S, and AAs>ALs
The flow of loanable funds is
Alp— A Ap = A As— A\Ls

Taking the specific example of the Private corporate sector, these
accounts would be useful for credit planning i.e. in estimating the
resources to be mobilised (given the targeted level of investinent
and saving in the sector), while the transactions matrix giving
the behaviour of the intersectoral disposition of funds, would
provide the basis for estimating the resources to be tapped from
the various sectors.* ‘

The main sources and uses of funds of companies could be
broadly classified intc two categories. viz., 1) short-term and

. " The use of the transactions matrix in working out consistent sectoral
Ivestment, given saving (and vice versa), is discussed in detail in the article

N operational technique of financial planning® by V. V. Divatia vide Sept-
¢mber 1969 issue of RBI Bulletin.
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2) long-term. The uses of funds under the first category relate
mostly to inventory formation of the companies, while the latter
corresponds to acquisition of long-term assets or fixed assets
formation. Inventory formation is financed by short-term
borrowings such as borrowings from banks, trade debt etc,,
while fixed assets formation is met by self-financing and long-
term borrowings. Though this is the normal feature of financing
capital formation in the Private corporate secter, the companies
may be diverting short/long-term sources of funds to long/skort:
term uses ,depending upon the conditions prevailing in the money
and capital maikets, and also the policy measures pursued from
time to time. The average rates of growth of fixed assets*
snd inventories of Medium and Large public limited companies
for different time periods is indicated below.

TABLE 1
: ) Percentage rate of growth
No. of
companies Gross Inven-
fixed tories
assets
1961-62 to 1965-66 (period 1) .. 1333 9.7 10.0
1966-67 to 1970-71 (period 2) .. 1501 8.2 9.1
197172 to 1974-75 (period 3) .. 1650 - 8.8 15.8

) It may be noticed from the above table that the rate of growth
of myentories exceeded that of fixed assets in each of the periods,
particularly during the third period, mainly because of heavy
inventory formation in the years 1973-74 and 1974-75.

_ If the credit instruments are classified according to liquidity
criteria, the long and short-term sources of finance could be iden-
tified.7 The nature of accounts of the Private corporate sector

* The RBI studies on compatty finances cover only operating companies;
non-operating compahies i.e., companies in the construction stage are excluded.
E gtlllxerse are included, the growth rate of gross fixed assets may be somewhat

1gher.

..T The flow of funds framework based on the classification of financial
fransactions into two groups viz., short and long-term sources/uses of fands,
is used as the basis, in connection with projections for monetary planning in
Yugoslavia. For details, reference may be made to the article “The Use of
Flow of Funds accounts in monetary planning in Yugoslavia” by Dimitrijc
Dimitrijevic — ‘Review of Income and Wealth,” March, 1969. o
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may not:lend itself to such dqtailed i'dentiﬁcation. Further, a
patticular use cannot be associated with a specific source or a
sum total of sources. Nevertheless, it can be expected that gross
saving (depreciation provision and retained profits), security
issues and long-term loans would be used for financing fixed assets
formation. Data for recent years on the financial aspects of the
companies in relation to gross fixed assets formation, would
reveal some interesting features (Table 2).

One important point that emerges from the analysis of the
data for each of the years is that the sum total of gross savings,
net security issues and other loans (long-term) exceeds the gross
fixed assets formation. Furthermore, gross saving also far
exceeded investment in gross fixed assets in each of the years,
(except in 1972-73 when saving fell short of investment by about
Rs. 12 crores). This is in contrast to the earlier years, when self-

_financing lagged behind gross fixed assets formation to the tune
of Rs.100-150 crores in each of the time periods - considered.
Ploughback of profits was more pronounced in 1974-75, con-
sequent on the dividend distribution curbs imposed in that year.
The excess of savings and long-term sources over long-term uses
of funds could possibly be interpreted to mean that™a partt of the
saving was put to short-term uses, of which inventories formed a
major part.* This assumes significance in tte context of the
recommendations of the Tandon Committee, discussed

- subsequently. ' ' ’

- The financial structure of the sources and uses of funds of the
companies for the period 1971-72 to 1974-75 is presented in
Table 3. On the uses side, the share of fixed assets formation in
total investment was the highest in 1972-73, but declined consi-
derably"during 1973-74 and 1974-75, while that of inventory
formation was the highest in 1974-75. On the sources side, saving
(internal sources) as percentage of investment showed a decline
in the last two years. Among external sources of financing invest-
ment, short-term borrowings (bank borrowings, trade debt etc.,)

*In contrast to the above situation, when long-term sources fall short of

the long term uses, the tendency on the part of the companies would be to
leCr? short-term borrowings for this purpose. When the capital market is
shlgg‘s.h' the companies may be prone to draw upon their credit limits in excess
-of thejr requirements, and use the spare liquidity for acquisition of long-t?rm
sets. This is discussed in detail in the Report of the study group on “the
ttent to which credit needs of industry and trade are likely to be inflated and
W such trends could be checked” — Known as Dehejia Committee Report,

1969, A summa; blished in November 1969 issne of
RBI Bulletin ry of the Report was publis
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TABLE 2—INVESTMENT AND ITS FINANCING — MEDIUM AND

LARGE PUBLIC LIMITED COMPANIES

(Rs. in crores)

197172 1972-73  1973~74 197475

1. GrossImvestment .. ... 679.8  619.0  928.3 15655

() Gross fixed investment 378.1 469.5 525.4 693.7
(b) Inventories ‘e .. 302.2 149.8 406.1 870.1
(c¢) Intangible and misce- .

llaneous non-current
‘assets .. e .. =05 —03 —3.2 1.7

2. Gross saving .. . .. 426.3 457.6 544.3 738.8
(a) Depreciation provision 304.5  329.7  349.4  389.4

(b) Retained income .. 144.5 147.6 228.5 368.5
(c) Capital gains and losses

and other adjustments —22.7 ~19.7 ~—33.6 —19.1
3. Net borrowing .. .. 253.5 161.4 384.0 826.7 -
() —2) |
(a) Net security issues .. 20.8 6.0 9.1 16.6
(b) Borrowings from banks i .
(short-term) .. .. 80.1 —46.4 142.4 345.2
(c) Borrowings from banks .
(long-term) MR 5.1 — 8.8 11.3 —17.1-
(d) Other loans (short-term) 36.2 49.4 36.3 11.3 -
(¢) Other loans (long-term) 11.7 39.0 24.2 80.2 -
(f) Trade debt (net) . 48.9 78.5 189.2 248.8
(g) Tax provision (net of
advance of inome tax) 23.2 — 5.5 33.7 103.4
(h) Other current provisions 20.3 21.7 — 1.8 3.3
(i) Non-current provisions 11.9 —55.3 71.8 51.5
() Non-current liabilities 12.1 —10.8 ~—17.9 —0.2
- (k) Cashand bank balances  —13.2 —14.2 —123.7 —24.0.
() Investments .. ... —3.5 —29 —06 —2.2
Notes: 1. Data are compiled from the studies on “Finances of Medium and

Large Public Limited Companies, published in September, 1975
and July 1976 issues of the RBI Bulletin.

Depreciation provision and Retained income [items 2(a) and 2(b)]
are taken from the Income and Expenditure account. The balance

sheet changes under ‘reserves’ and ‘depreciation’ are not taken for

this purpose, as they are affected by book-keeping transfers, re-
valuation of assets, other adjustments to reserves etc.. However,

the difference between balance sheet data (including capitalised

reserves) and gross saving is adjusted under item 2(c).

“Paid-up capital’ and Investment are netted out for intracorporate

securities and shown under items 3(a) and 3(1)

The classification of borrowings into (1) short-term and (2) long-

term is done, taking the rortion shown under ‘dett’ in company

finance studies as long-term borrowings..

‘Loans and advances arid other debtor balances’ is netted out

grogltl(‘Tri)lde dues and other current liabilitics’ and shown as trade
cbt (net).



TABLE 3 : FINANCING OF INVESTMENT@ : PERCENTAGES

Sources of finance

Gross Investment

1971-72 1972-73 1973-74 1974-75

1971-72 1972-73 1973-14 1974-75

(a) Internal 62.7 739 58.6 47.2  Grossfixed 55.6 719 56.6 443
Investment
(b) External 37.3 26.1 41.4 52.8
1. Borrowings (short-term) 17.1 0.5 193 22.8 lnventories 44.4 24.1 43.4 557
2. Borrowings (long-term) . e 2.5 4.9 3.8 4.7
3. Tradedebt (net) .. . . 72 127 204 159
4. Security issues .. .. 31 1.0 1.0 1.0
5. Other sources 7.5 7.1 —3.1 8.4
Total .. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

@ Derived from data presented in Table 2.

SYIAVd TYNOISVIDO0 AIVLS JINVI HAFASHE

I
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formed a relatively large proportion in total investment in the
last two years, constituting 35-40 per cent; trade debt (net) assumed
greater significance in the last two years, compared with 1971-72
and 1972-73. The role of long-term sources (including security
issues) was relatively insignificant in financing investment.

II. Declining share of bank credit and alternative sources of
finance

The foregoing analysis shows the contribution of internal/ex-
ternal sources to the financing of capital formation. The work-
"ing capital requirements are normally financed by bank borrow-
ings, supplemented by other short-term sources. The preference for
alternative sources of funds in this regard would depend upon
the cost and availability of credit. The cost aspect may be rela-
tively less important on two counts. First, interest as a cost
element forms about 3 per cent of total expenses, according to the
data available from the studies on company finances. Secondly
from the tax point of view, it would be advantageous for the com-
panies to trade on borrowed capital, because intetest is deducted
as a cost in computing taxable profits and the cost burden is,
to some extent, offset by this deduction. It is tight money rather
than dear money that influences business plans and the switch-
over to alternative sources of funds. The restrictive credit policy
adopted since 1973 in the context of inflationary situation, in-
duced the companies to have recourse to alternative sources of
financing. '

After the nationalisation of banks in 1969 there has been a
shift in sectoral deployment of bank credit, with the share of bank
credit to priority sectors (like agriculture, small-scale industries)
increasing from year to year. Data available from ‘Basic Statis-
tical Returns’ for recent years indicate that the share of bank credit
to industry (large and medium) has been declining (from 60.6
per centin 1967-68 to 44. 1 per cent in 1974-75), while that of small-
scale industries has been increasing (from 6.9 per cent in 1967-68
to 12.4 per centin 1974-75). The share of short-term bank bor-
rowings 1n inventories has been declining in recent years, as re-
vealed by the data on finances of companies (vide Table 4). In
other words, the rate of growth of short-term bank borrowings
lags behind that of inventories, and the companies resort to alter-
nate sources of financing like tiade debt, public deposits etc.,as3
supplementary measure. ) ,
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TABLE 4 : MEDIUM AND LARGE PUBLIC LIMITED COMPANIES
; " SOME IMPORTANT RATES AND RATIOS™

1971-72 1972-73 1973-74 197475

1. Rate of growth of gross fixed assets .. 7.4 8.5 8.8 10.6

2. Rate of growth of inventories .. 13.5 . 59 154 28.5

3, Gross saving as percentage of gross in- o
vestment 62.7 73.9 58.6 47.2

4, Short-term bank .b.orrovs'/i'ngs as ;.aercerit'-

age of inventories 53.8 49.1 47.1  45.5

5. Ratio of current assets to current lia-

bilities . .. .. .. 1.23 1.24 1.32 1.29
6. Debt as percentage of equity .. 36.6 35.7 41.1 37.8
7. Sundry debtors as percentage of sundry

creditors .. .. .. 9.6  88.0 79.5 72.5
8, Sundry debtors as percentage of sales 13.1 12.1 11.9 11.3

" Source : Studies on Finances of Medium and Large Public Limited Com-
paniés—Septeruber 1975 anq July 1976 issu;:s of the RBI1 Bulletin. -

~ The mobilisation of deposits from public as a source of finance
for companies has been popular in recent years, in the wake of the
credit discipline since 1973 and the dividend distribution curbs
“introduced by the Government in 1974, The rates of interest
on deposits accepted by companies are enlianced and are in the
range of 10—15 per cent for maturity periods ranging from 1—35
years.* The surveys of deposits with non-banking companies
conducted by the Reserve Bank of India provide some informa-
tion on the growth of these degosits. o

. _TABLE 5—GROWTH IN DEPOSITS WITH PUBLIC LIMITED

COMPANIES S
End March (Rs. crores)
1971 353.5
1972 ©367.2

1973 412.6
*.~ (Source : Growth of deposits with non-banking companies, RBI Bulletins,
April 1975 ‘and May 1976). -

*:Phe Finance Bill, 1975 stipulates that only 85 per cent of interest on public
deposits will be allowed as expenditure for tax purpose, i. e. by making 15 per
cent of interest expenditure taxable, the interest cost would be enhapced by

Per cent, on the assumption that a company pays 50 per cent tax. This would
mean that the rate of jnterest on deposits would be pushed up by 1 per cent
ormore for interest range 1015 per cent. Evenso, financing through deposits
would appear to be cheaper than bank credit, bulk of which costs over 14 per
et About two thirds of the loans and advances of scheduled commercial
anks to the ‘Medium and large industry’ sector are charged in the range of

18 per cent as at the end of December, *74 - vide “Incidence and effect of

.Iiinlilrl?:?ed rates of interest on bank credit.”’—February 1976 issue of the RBI
in,
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Data for subsequent years are not available.t However, ac-
cording to the Study Group on Non—Banking companies, the
deposits for all categories (financial, non-financial) of public and
private limited companies were estimated to be around Rs. 1300
crores as at the end of March, 1975.@ By mobilising resources
through deposits, the corporate sector may, to some extent, en-
croach on the financial activities, which are considered to be the
province of financial institutions.

The spurt in the growth of company deposits in recent years
was primarily because investment in equities turned out to be less
attractive, with consequent shift in the Household sector’s pre-
ferences for deposits yielding a higher return. The new issue
market also was sluggish as is evident from the following data,

TABLE 6—CAPITAL ISSUES BY NON-GOVERNMENT PUBLIC

LIMITED COMPANIES
Januafy-December (Rs. in crores)
1972 98.1
1973 72.8
1974 56.5

(Source : Report on Currency and Finance, 1975-76.)

The decline in the amount of capital issues in 1974-75 could be
attributed to the curbs on distribution of dividends. The widen-
ing spread between the lending rates on advances and the rates of
interest paid on deposits of commercial banks, consequernt to
the Bank rate hike, was also one of the main reasons for the
increasing importance of company deposits. The margin between
the two rates could also be shared by both the companies and the
depositors with higher returns to the lenders (mainly Household
sector) and relatively lower costs for the borrowers (companies).
Moreover, these deposits could be reckoned as clean loans and
could be easily procured from the public, without being subject
to the terms and conditions normally associated with bank credit,
i.e., security, margin requirements etc. It is the easy availability

T Deposits from public are included under ‘other borrowings® in the
pubhsheq studies on company finances, ’

@ Vide Report of the Study Group on Non-banking Companies July,
1975. As per surveys of deposits with non-banking companies the share of
public limited companies in total deposits was 55 percent at the end of 1973.
Assuming the same proportion, a rough estimate of deposits of this category
of companies for 1975 would be of the order of Rs. 700 crores.
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of finance, rather than the cost that influenced decisions of the
companies to raise resources through deposits, when bank credit
became scarce.

 The inflow of funds through trade debt has been substantial
in recent years, and far exceeds trade credit obtained by them as
isevident from the following data.

TABLE 7
(Rs. in crores)

197172 1972-73  1973-74  1974-75

Sndry debtors (Uses) .. .. 81.9 3.6 652  230.0
Sundry creditors (Sources) .. 105.7 94.0 217.7 451.8

. The sources (net) under trade debt show a steep increase
of the order of Rs. 150 crores in 1973-74 and further in 1974-75.
Sundry debtors as percentage of sales also gradually declined in
recent years, which indicates that the companies have gradually
reduced the sales on credit consequent on the pressure of tight
money conditions. The percentage of sundry debtors to sundry
creditors declined from 93 per cent in 1971-72 to 73 per cent in
1974-75.  (Vide Table 4). -

It would be evident from the foregoing analysis. that trade
debt occupies an important place in the operations of the com-
panies, and this would appear to be more so when the money
market is tight. To the extent that the desired level .of bank
cedit is not forthcoming, the dependence of the big companies
on trade debt would be on a higher scale for financing the inven-
tory requirements, resulting in a redistribution of credit from
other sectors (such zs small-scale industries, etc.), to the big com-
panies and also within the strata of corpcrate sector; a major
part of the transactions under the head ‘trade debt’/‘trade credit’
would be in the form of intracorporate transactions. Though the
sectoral breakdown of trade dett is not available, there is reason
to believe that a part of these transactions relate to the small-scale
Industrial units. According to a study@ made earlier on the
subject, about 50 per cent of the credit sales by small-scale indus-

~@Report of the committee ““to study the problem of payment of bills by
large and medium industries to small entreprencurs in respect of the supplies
made to them and to work out suitable arrangements so as to ensure speedy
settlement of clajms’’—published as a supplement to May 1972 issue of RBI
Bulletin. The All-India Report on the *Census of Small Scale Industrial Units’
,bwug]\t out by the Development Commissioner in 1976, gives little information
?n this vital aspect. Even the data on other financial aspects of these units
umished in the Report are scanty.
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trial units are towards medium and large- industrial units; the
sundry debtors of these small-scale units far exceeded the sundry
creditors. The delay on the part of large companies for trans-
actions effected through credit sales would eventually place these
units in a liquidity squeezeé. According to the data available
on the sectoral deployment of bank credit, the share of small.
scale industrial sector has been ‘gradually increasing in recent
years. However, some part of this bank credit may perforce be
channelled to the medium and large scale industrial sector via
the trade credit mechanism by the small-scale industrial sector.*

I11. Tandon Committee’s recommendations : Emphasis on oﬁvn‘ed
funds to meet working capital gap

Against the above background of the sources and uses of
funds of companies, it would be appropriate to recall the re-
commendations of the Study Group- set up- by the Reserve
Bank . for follow-up of bank credit (known as the Tandon
Committee Report). It was recognised that the pattern of len-
ding by banks under the cash .credit system laying emphasis
on the security aspect, had led to excessive pile up of inventories
without reference to production needs and also diversion of these
funds for acquisition of long-term assets. This pattern of lending
strained the resources position of the commercial banks ‘as well.
In order to rationalise the allocation of bank credit, it was consi-
dered necessary to fix up norms for working capital requirements
commensurate with the production needs of the borrower,
and provide bank credit only for supplementing the borrower’s
resources. What constitutes the ‘hardcore’ of inventory level
for a particular industry depends upon the type of industry, the
production process, pattern of trade practices for credit sale, the
need to maintain stocks of finished goods, etc. Though a deter-
mination of norms in this regard would be difficult, the Committee
ex'ammed the operating cycle of the companies in different indus-
tries and fixed up the norms in respect of inventories and receiv-
ables. The Committee recommended that 25 per cent of the
working capital gap (i.e., current assets minus current liabilities
excluding bank borrowings) should be met by owned funds and
long-term borrowings.t ' '

o

A detailed discussion of this aspect is given in the “Report of the Com-
mittee of inquiry on small firms - Research Report No. 4—Financial facilities
fl'%x; imall firms”” published by Her Majesty’s Stationery Office (HMSO), London

I Vide chapter 6 of the ‘Report of the Stud to frame guidelines
for follow-up of bank cred]i{t‘fPolws, Study Group to »
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. This measure was enforced to bring about financial discipline
and to regulate demand for bank credit by the companies, which
would incidentally result in a lower debt-equity ratio in the
financial structure of companies. It is in this context that a care-
ful study of the short/long-term sources and uses of funds is
necessary, which would be "useful for planning of credit at
micro/macre level, and also for checking up the end use of funds.*

IVYV. Summary and Conclusions

The. analysis of sources and uses of funds of medium and
'large companies reveals that fixed assets formation is, by and
large, financed by internal sources of funds. The share of bank
borrowings in inventoties has been declining in recent years, and
the companies had recourse to alternative sources of finance
like deposits, trade debt etc., as a supplementary measure, in the
context of non-availability of adequate bank credit. Rationing
of bank credit seems to have mainly influenced the decisions of
the companies for increased reliance on deposits. - ‘Also the com-
panies could successfully raise funds through deposits, because of
the less attractive yield on risk capital.

. Reliance on trade debt has been substantial in recent years,
while the share of credit sales has been declining. The Corporate
sector'turned out to be a net borrower under trade debt, possibly
resulting in a strain on the liquidity position of the sectors (like

the small-scale industries, etc.) with whom they have trade trans-
actions on credit, . - S *

. The measures enforced by the Tandon Committee would
bring about.a shift in the debt-equity mix of the companies with
greater reliance on equity. The companies will have to depend
upon. a part of their owned funds as well, for meeting the working
capital gap.. The resources that become available to the corporate
sector, consequent on- higher income retentions, could be used
as 4 source of finance for meeting the working capital gap, when
there is no simultaneous step-up in investment in fixed assets.
The flow of funds accounts of the companies reveal that gross
saving exceeded investment in [ong-term assets, and a part of the
saving could be diverted for financing inventory formation.

- *In the light of the Study Group’s recommendations, the proformae under

the Credit Authorisation Scheme (CAS) operated by the RBI, have been

Streamlined, demarcating the asscts and liabilities according to the liquidity
triterion for a proper evaluation of the permissible credit limits. -
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APPENDIX

The sources and uses of funds of companies are, to some
extent, conditioned by the credit controls affecting their borrow-
ings. The years 1973-74 and 1974-75 were characterised by credit
policy measures, which increased the cost and reduced the avail-

ability of commercial bank credit.*

1. Cost of credit : The cost of credit was enhanced conse-
quent on the step-up in the Bank Rate by 2 percentage points to a
level of 9 per cent on July 22, 1974 and the minimum lending rate
on commercial banks was raised to 12.5 per cent, except for some
specified sectors. (The maximum lending rate charged by sche-
duled commercial banks is fixed at 16.5 per cent with effect from
March 15, 1976). The rising cost of interest rates on deposits
to be paid by commercial banks, consequent on the Bank Rate
hike, has also pushed up the lending rates of the commercial
banks. About two-thirds ot the loans and advances of scheduled
commercial banks to the medium and large industry sector were
in the interest range 14-18 per cent, as at the end of December,

1974.

2. Availability of credit : The most important measure
affecting the availability of credit was the announcement of a
quantitative credit ceiling in 1973-74 on the borrowings of com-
mercial banks from the Reserve Bank. Secondly, the lendable
resources of the commercial banks have been considerably cur-
tailed in recent years due to gradual enhancement of statutory
liquidity ratios and the cash reserve ratios. (The cash and liqui-
dity requirements form 39 per cent of the demand and time liabi-
lities at present) over the range 28-39 per cent during 1970-1975
with the result that the percentage of funds available for credit
got reduced to about two-thirds of the total funds. The assets
used in maintaining the statutory ratios carry a nominal rate of
interest, and an indirect effect would be the enhancement of the
lendmg rates to the borrowers, so that the profitability of the
banks is not urduly hampered.

(*ll)lefl?{rencetma)('I l:e mage to ";he following sources for further details :

ecent credit trends and evolution of monet: Jlicy—RBI Bulletin
December, 1973, el poliey

(2) Reports on Currency and Finance.
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LIQUIDITY OF THE INDIAN CORPORATE SECTOR

- K. A. MENON@)

This note discusses the state of corporate liquidity during the
period 1965-66 to 1974-75. The analysis is based on the data
contained in the studies on company finances published regularly
by the Reserve Bank in respect of public and private limited
companies. Against the backdrop of theoretical aspects of the
problem, considered in section I, the liquidity position of the
Indian industries is examined in section II. Section III sums up
the main findings of the study.

Liquidity : Concept and Measurement

The purpose of financial analysis-based on present and past
information is to determine, through qualitative and quantitative
means, the future overall standing of the firm and to obtain some
idea of its ability to meet in future, various financial obligations.
These financial obligations take the form of interest and preferred
dividends and repayment of principal amount of debt, etc. One
of the methods of financial analysis that is commonly employed
by both the suppliers of capital and the management of a firm,
is the ratio analysis. A series of ratios calculated for a period of
‘years, are employed to measure the present performance of the
firm and also to forecast the likely trend in future.

Suppliers of long-term capital and proprictors are primarily
interested in the profitability of the enterprise. On the other
hand, the short-term capital suppliers are more concerned with
the short-term liquid balances. Liquidity refers to the ability
of the firm to provide cash to meet the claims of suppliers of
capital. The long-run success of any company lies in its ability

@K, A. Menon is staff officer in the Division of Monetary Economics of the
Economic Department. The author acknowledges assistance received from
Smt. P, P. Dhokte in the compilation of data.
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to survive in the immediate future. A company may have tre-
mendous potential for Jong-term profitability but may languish
due to inadequate liquidity. An appraisal of a company’s short-
term liquidity position centres on a series of ratios designed to
reveal a company’s capacity to meet its short-term obligations.
The important ratios generally employed in short-term analysis
are current ratio, acid test ratio, inventory turn-over ratio, re-
ceivable turn-over ratio, absolute liquidity ratio, etc. Probably
the most commonly employed tool to measure a. company’s
liquidity is the analysis of Working Capital. “Working capital,
sometimes called net working capital, is represented by the excess
of current assets over current liabilities and identifies the relatively
liquid portion of total enterprise capital which constitutes a
margin or buffer for manufacturing obligations within the ordi-
nary operating cycle of the business” (American Institute of
Certified Public Accountants, U.S.A.). This approach relates the
sum of the firm’s current assets (comprising cash marketable
securities, accounts receivable and inventories) to the sum of
its current liabilities represented by trade dues and other current
liabilities, tax provision, borrowings from banks and other current
borrowings. A satisfactory ratio for any given firm is difficult to
judge as the ratio may differ from industry to industry depending
upon’ the nature of operations. However, a ratio of 2:1 has
traditionally been considered adequate and . in India some
foreign banks stipulate this norm; while drawing up the loan
agreements with their clients.” But the Study Group on Follow-
up of Bank Credit (The Tandon Committee) has suggested a thin
safety margin of over 1:1, considering the constraints on the over-
all availability of long-term funds.

Working capital is a “liquidation’ concept i.e., assets are
assumed to be converted into cash, and then related to current
liabilities, to determine the extent of liability coverage. Viewed
thus, current ratio provides only a rough idea of the liquidity,
since inventories which are considered in the computation of
this ratio, are least liquid of all the current assets. Therefore, a
better guide to short-term debt paying capacity is the quick ratio
or acid test ratio. This measures the relationship between quick
assets and current liabilities ; the former includes all current
assets except inventories. This, when applied in conjunction with
current ratio, provides a better picture of the liquidity position ;
the accepted standard for the quick ratio is 1:1. A further refined
version of quick ratio is the absolute liquidity ratio. According to
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this measure, the sum of cash and marketable securities is com-
pared to the total current liabilities.,

While the ratio analysis may be useful in assessing liquidity,
there are certain limitations arising from the fact that the analysis
is based on a company’s financial position at a given point of
time, - To cite a few, large current ratios though superior to
smaller ones can be attained through a method of window dressing,
say -by liquidating accounts payable with currently available
cash. Again in working capital analysis, a liquidation concept
is being applied to a going concern ; it may not be appropriate
to assume that current assets would be converted into cash for
liquidating current liabilities. Similarly, it is implied in the
analysis that current liabilities have a preferred claim on current
assets in the event of liquidation. But in practice it may not
hold true as most of the creditors would put up a general claim
on.the debtors’ assets. The purpose of highlighting some of
these short-comings is to caution that the concept of working
capital in evaluations of liquidity in micro analysis is not whole-
some ; this concept cannot be unduly relied upon as it amounts .
to “Static analysis of dynamic phenomena.”

IL.
- Liquidity of the Indian Corporate Sector

.. The trends in the sample of companies covered in the RBI
Study of Company Finances may be regarded as representative
of the behaviour of the corporate sector as a whole. The growth
in total capital employed or net assets of public limited companies
in 1965-66 to 1970-71 was about 49 per cent and in 1970-71 through
1974-75, was slightly higher at 50 per cent. Inthe case of private
limited companies the increase (44 per cent) in assets during the
former period was somewhat higher than that registered in the
latter period (41 per cent). However, considering the sharp rise
in the index of investment cost during the period 1970-71 through
1974-75 (73 per cent), the increase in investment in real terms
appeared to be much lower than that in 1965-66 to 1970-71
when the investment cost showed a small increase of 30 per cent.
Current assets as percentage of total net assets moved up from
35 per cent in 1965-66 to 59 per cent in 1970-71 and further to



152 RISERVE BANK STAFF OCCASIONAL PAPERS

63 per cent in 1974-75.  For private limited companies the pro-
portion was found to be higher than that for public limited com.
panies ; it showed an increase of 74 per cent between 1965-66
and 1970-71 but declined to 72 per cent by 1974-75,

Total current assets of 1501 public limited companies im.
proved by 60 per cent during the period 1965-66 to 1970-71 and
those of 1650 companies covered in the present
Compmmou of scrics of company finance studies, by 64 per cent.
current assats  The share of inventories which ranged between
55 per cent and 59 per cent during the period
under study was predominant in total current assets, followed
by loans and advances (Statement 1). In the case of private
limited companics too, inventories were much higher than the
other constituents ; but compared with public limited companies,
the proportion of inventorics was considerably lower, being
of the order of 45 to 50 per cent of total current assets (State~
ment 2) :

The amount of funds tied up in inventory accumulation,
depends inter alia on (a) rate of growth of industrial production,
(b) growth in sales, (c) trends in prices of industrial raw materials
and produces and (d) cost and availability of credit. The higher
level of inventories in Indian industries might be the result of a
combination of all these factors. The higher level of inventories
also suggests the absence of any scientific management of in-
ventories. -~ According to a survey conducted by the National
Institute of Training in Industrial Engineering in 1970 to assess
application of management techniques in Indian Industry, only
21 per cent of the mdustnes used modern management technique
to the material’s function. ' Besides, 'speculative stock holding
and manipulation of market may also account for the large in-
vcntory accumulation. : ‘

. The Study Group on Follow-up of Bank Credit also provxded
a clue to industry’s propensity to hold inventories above the op-
timal level. - The Group identified three species of inventories
viz., () safety inventory, (b) profit making inventory and ()
- ‘Flabby® .inventory comprising finished goods, raw. materials
and: stores because of poor working capital management and
mefﬁcxent dnstnbunon “The Group charactensed proﬁt making’
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and ‘flabby’ inventories as selfish, inefficient ‘and inequitable
.use of resources and recommended that they should be positively
discouraged. As regards ‘safety inventory’ good management
should bring it down to what disciplined experience would justify.
The Group suggested certain flexible norms* for fifteen major
industries covering about one half of industrial advances of
banks with the ultimate objective of making bank credit a more
effective tool of resource allocation. The trends in the propor-
tion of loans and advances to total current assets suggests that
granting of trade credit is practised by private limited companies
on an increasing scale compared with the public limited com-
panies.

* An analysis of the trends in current liabilities reveals, that in
public as well as private limited companies, trade dues and other
o current liabilities financed a good part of the
Composition of current assets. The proportion of trade dues
currentliabilities in total current liabilities was on the increase
- during the period 1965-66 to 1974-75. Probably
as a reaction to the stringent credit policy measures, the rise
has been rather sharp in 1973-74 and 1974-75. This is true in
respect of both public and private limited companies. On the
other hand, borrowings from banks which formed the other
important source of finance for maintenance of current assets
declined from about 34 per cent in 1970-71 to 33 per cent in
1974-75 ; the fall, in the case of public limited companies was
more pronounced. Reflecting the faster rate of increase of
current assets than current liabilities, the net working capital of
public limited companies showed cent per cent increase in 1970-71
;(9)701974-75 as compared with 52 per cent in 1965-66 to
=71, '

While on the aspect of bank borrowings, it would be of
interest to see how certain individual industries behaved vis-a-vis
the Tandon Committee norms. The Committee laid down three
alternatives for working out the maximum permissible level of

* A comparison of the actual inventory holdings of 1650 public h_mx.ted
companies covered by the RBI study on company finances with the permissible
level of inventories computed in accordance with the Tandon Commitiee
norms revealed that the amount tied up in inventories on an average was
hlghel‘_by about 10 per cent thar the requirement. Slgmﬁcantly,.whlle in-
ventories as percentage of total assets increased from 32 per cent in 1970-71

37 per cent in 1974-75, the proportion of finished goods in total inventories
Showed a decline from 32 per cent to 30 per cent in the same period.
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bank borrowings : (i) a bank can work out the working capital
gap to mean the difference between current assets and current
liabilities other than bank borrowings, and finance a maximum
of 75 per cent of the gap ; the balance to be met from owned
funds and term borrowings (ii) Borrowers to provide for a mini-
“mum of 25 per cent of total current assets out of owned funds and
term borrowings; a certain level of credit for purchases and
other current liabilities will be available and the balance to be
provided by the bank and (iif) On the same basis as under method
(if) but excluding ‘core’ current assets from total current assets.
For illustrative purposes the permissible level of bank borrowings
has been worked out by applying the first norm. The company -
finance studies do not provide all the details relevant for working
out the Tandon Committee norms and the method of computation
adopted here is in some respects arbitrary. Therefore, the results
of our preliminary exercise indicate only broad trends. All the
industries viz., jute textiles, engineering goods, paper and paper
products, vegetable and hydrogenated oils and cement, to which
the norms have been applied generally had higher borrowings
.during 1971-72 through 1974-75, than what the Tandon
Committee felt appropriate. The relevant data are given in
Statement 7. ' :

_In none of the years during the period studied, the value of the
ratio of current assets to current liabilities in Indian industries
(at the aggregate level) conformed to the traditio-

Tfelid§ in. - malnorm of 2:1. For all public limited companies
kml:sl'tv, the highest ratio reached was 1-33 in 1973-74.

The liquidity of the corporate sector as measured
by this ratio however showed improvement over
the years. Barring a temporary set back in 1967-68, the current
ratio rose steadily from 1-23 in 1965-66 to 1-33 in 1973-74.
In 1974-75 the ratio slipped to 1-30 (Statement 3).

The movement in acid test or quick assets ratio, which is 2
better index of liquidity was closely similar to that of current ratio.
During the period, the ratio of quick assets to current liabilities
moved up from 0-51 in 1965-66 to 0-58 in 1973-74 after declining
to 0-49 in 1967-68.  As in the case of current ratio, the value
of this ratio was also depressed in 1974-75 (Statement 4). )

The behaviour of liquidity ratios of private limited companies
was in contrast to that of public limited companies. The current
ratio in the case of private limited companies displayed a mixed
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irend. Between 1965-66 and 1969-70 the ratio improved from
1-15.to 1-17 but stood lower at 1-11 in :the subsequent two
years ; this decline incidentally coincided with the highest dividend

ay-out :ratio during the period. The ratio recovered to 1-15 in
1972-73 and remained at that level in the rest of the period. The
value of quick assets ratio of these compames which has been
higher than that of public limited companies throughout the period
rose from 0-61 to 0-63 by 1968-69 but gradually declined there-
after to 0-58 in 1971-72. The ratio, after. recovering to 0-60
in 1973-74, deteriorated to 0-57 in 1974 75.

, Data on. lndustry -wise hquldlty position of public limited
compames given in statement 5 indicate that-except tobacco and
matches and to some extent mineral oils, no
Industry-wise other industry groups satisfied the conventional
Position - norm of 2:1 current ratio or 1: 1 quick assets
M ratio. Coffee plantations, sugar, cotton textiles,
silk and rayon, aluminium, engineering, chemicals, cement,
paper and paper products and glassware, improved their liquidity
cushion over the years. Of these, the current and quick -assets
" ratios of coffee and rubber plantations, engineering and chemicals
were in proximity to the norms. There was some deterioration
in the liquidity position of tobacco, iron and steel, rubber and
rubber products, edible vegetable and hydrogenated oils and tea
plantation ; yet their position compared favourably with that
obtaining in other industries. The state of liquidity in jute in-
dustry was quite unsatisfactory. Of the shipping industry while
the current ratio was poor the acid test ratio was found to be
adequate (Statement 5).

Tradé dues and other current liabilities constituted the major
source of Working Capital finance both for public and private
limited companies ; between the two, the share of

Workmg trade dues was . higher in private limited com-
Capital Finance panjes. In the case of public limited companies,
trade dues as a proportion of total current assets

mcreased from 36 per cent in 1965-66 to 42 per cent in 1974-75;
in regard to private limited companies, this proportion which
stood at 39 per cent in 1965-66 moved up rather sharply to 46
per cent in 1974-75 (Statement 6). The predominance of trade
credit in total short-term source of finance is partly ascribable
to the general growth of corporate sector itself but its faster rate
of increase particularly since 1972-73 lends support to the view
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that corporate sector uses this medium to whittle down rigours of
credit policy. Next in importance is the borrowings from banks
which in both the types of companies showed a more or less rising
trend upto 1971-72 but petered out thereafter in the wake of dear
money policy measures. Another significant aspect of the com-
position of working capital finance is that increasing amounts
of long-term funds are utilised for working capital finance. Net
working capital which represents the difference between current
assets and current liabilities, financed by owned funds and long
term borrowings formed about 19 per cent to 23 per cent of the
total current assets during the period 1965-66 and 1974-75; the
proportion was somewhat low in the case of private limited com-
panies and remained more or less steady in the same period. The
existence of disproportionate amount of short-term bank borrow-
ings and also application of long-term funds for working
capital purpose in a substantial way is indicative of an anomalistic
situation arising from large inventory build-up.

The table on page 157 depicts the trends in profit margin and
dividend pay-out ratios of public and private limited companies.
There has been an inverse relation between
the profit margin and dividend pay out ratios
Pp'm‘:iter: ;gaiyn.' in tl?e sense thit while the formef e)}’(panded the
out Ratios latter tended to shrink and vice versa. Thus while
And Liquidity 430 brofit margin dropped from 9-2 in 1967-68
to 8:8 in the next yedr the dividend pay-out
ratio improved from 71-4 to 72-9. In 1970-71 while the profit
margin improved to 9-9 from 9-6 in the preceding year, the
dividend as percentage of profits after tax slipped to 56-8 from
57-1 in 1969-70. Similarly the behaviour of liquidity ratios
was more or less contrary to the trends in dividend pay-out ratios ;
that is to say, a rise in the latter was accompanied by a fall in the
former. For instance, in the case of public limited companies
when the pay-out ratio fell from 56-8 per cent in 1970-71 to 516
in the next year, current ratio improved from 1-22 to 1-24. In
regard to private limited companies also, a similar trend was
discernible. In short, the trend has been that while gross profit
margin widened dividend pay-out ratio tended to decline but
liquidity ratios improved. Conversely, a reduction in profit
margin was followed by a rise in the share of dividend in the profits
after tax and deterioration in liquidity ratios. -
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S TABLE.—TRENDS IN RATIOS OF PROFIT o
- -MARGIN, DIVIDEND PAY-OUT RATIOS AND LIQUIDITY

Public Ltd. Companies Private Ltd. Companies-
Gross Dividends Current Quick Gross Dividends Current Quick
profits  as per- ratio asset profits as per- ralio asset
Year - as per- centage ratio as per- centage ’ ratio
centage of centage of - .
"~ oof profits of profits
.- net'sales after tax net sales after tax
1 2 3 4 5 6 1 8

19566 10.7 6€2.8 123 0.51 7.7 489 1.15 0.6l
19%6-67  10.5 59.9 120 050 7.4 53.6 1.15  0.61
19768 9.2 7.4 1.18 049 6.4 57.0 116 0.62
19869 8.8 72.9 120 052 62 9.4 1.16 0.6
1990 9.6 57.1 121 0.54 6.4 541 L1T 0.€
9091 9.9 56.8 122 054 64 720 1.1 .60
1971-7; 10.0 51.6 124 053 6.5 544 1.1 0.58
19273 9.5 52.9 124 0.54 6.6 4.7 1.1 0.59
19374 107  40.8 133 058 7.0 284 115 0.60
19475 1.4 29.3 1.30 053 7.0 27.6 1.15  0.57

III
Summary and Conclusions

The main findings of the foregoing analysis may be brought
together. Judging by the trends in current ratios or quick assets
ratios of selected private and public limited companies, it may be
said that the liquidity position of Indian Corporate Sector during
the period 1965-66 to 1974-75 was on the whole comfortable.
The current ratio or quick assets ratio of public limited companies
improved over the years, although there were aberrations from the
trend in some years. However, an examination of the composi-
‘tion of current assets as well as current liabilities revealed certain
disquieting features. The value of current assets ratios was higher
in respect of public limited companies while that of quick assets
ratio was lower as compared with private limited companies,
implying that the latter companies had a better liquidity cushion.
Both these ratios were closely aligned to the trends in profit margin
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and dividend pay-out’ ratios‘ which probably explains why the
liquidity position of the private limited compames was observed
to be better than the public limited companies

The proportion of current assets to total net assets displayed a
rising trend during the period, the share was rather high in the case
of private limited companies. Inventories had a preponderent
share in total current assets followed by loans and advances,
which represent trade dues granted by the corporate sector. Motiva-
ted by considerations such as profitability, safety and other factors
Indian industries in general showed a propensity to hold a higher
level of inventories than warranted by production requirements,
Applying the test of Tandon Committee norms to certain selected
industries the level of inventories carried by these industries has
been found to be roughly higher by 10 per cent than what the
Tandon Committee prescribed. Signiﬁcantly, while the propor-
tion of inventories to total assets showed a rising trend, that of
finished goods in total inventories declined. _

Huge inventory build-up has given rise to the need for
incurring excessive bank borrowings apart from substantially
utilising funds from long-term sources for working capital purpose.
A scientific management of inventory envisages two principal
objectives viz., ensuring the availability of inventories as and when
needed, and investing the right amount in inventories in order to
avoid unnecessary blocking of capital. There is greater need to
strive for these objectives on the lines suggested by the Study
Group to Frame Guidelines for Follow-up of Bank Credit in
order to improve the corporate profitability as well as liquidity.

The share of trade dues and other current liabilities in total
sources of short-term finance was significant in public and private
limited companies ; the proportion was rather high in the case
of the latter. The size of trade dues is as much a reflection of
the attempts on the part of companies to dilute the severity of
monetary policy as of the growth of corporate sector itself. The
sharp rise in this, since 1972-73, accompamed by a fall in the share
of short-term bank borrowings is an evidence to this hypothesis.

" Although the importance of bank borrowings as a source of
working capital finance diminished over the period, on a rough
assessment of the optimal level of bank borrowings as per the
Tandon Committee norms, with regard to a few manufacturing
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mdustrles it is found that the short-term bank borrowings were
in ‘excess -of what the committee considered appropriate.. In
the interest of better bank credit dispersal as well as for improving:
the liquidity position of the industries, the need to bring down the
level of inventories and consequently the bank borrowings is
1mperat1ve Pursuit of a prudent dividend policy and avoidance
of diversion of internally generated funds (e.g. through inter--
corporate - investments), reinforced by an. efficient inventory
management would to a great extent enable the industries to
be 'self-reliant, to. secure a better status liquidity-wise and to-
improve the capital formation rates. - '
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STATEMENT 1.—COMPOSITION OF CURRENT ASSETS AND LIABILITIES OF SELECTED MEDIUM AND
LARGE PUBLIC LIMITED COMPANIES (ALL INDUSTRIES)

(Rs. crores)

All Industries

1501 companies 1650 companies

1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 1970-71 1971-72 1972-73 1973-74 1974-75

A. Total Current Assetst
1. Inventories .

2372.46 2665.75 2883.44 3097.68 3398.24 3795.92 4037.87 4475 32 4728 86 5392 73 6625.78
1381.08 1549.25 1699.73 1739.63 1875.01 2124.73 2241.31 2543.52 2693.29 3050.64 3922.02

(58.2)) (58.1) (58.9) (56.2) (55.2) (56.0) (55.%) (56.8) (57.0; (56.6) (59.2)
2. Loans and advances 7(5311 ?3 8(%%;. sgg.go ](276.0? 11(93.76 1322.2"S 13936.567) 1513%?3 15(93%.884 17(7322.696 21(%1.07)
. . .6y (34.7 35.1) (34.8 4. . . . 1.7
3. Book value of jnvest- 103.12 104.93 108.51 113.62 116.7)9 §22.12 &,19.45 123.37 128.73. 134.9; 144.19
ment .. . (4.3) (3.9 (3.8 (3.7 (3.4 (32 .30 (2.8 (2.7 (2.5 (2.2
4. Cash and bank balances 136.31 143.65 134.70 168.43 212.68 226.83 280.54 293.78 307.99 434.46 458.50
) (5.7 (549 (¢.7 (549 (6.3) (600 (7.00 (6.6) (6.5 (8.0 (6.9
5. Advance of income tax —_— — — — —_ — SR —_ — —
B. Total Current Liabilities@ 1929.55 2220.18 2434.68 2589.10 2807.44 3122.13 3290.92 3618.01 3800.98 4049.96 5090.42
1. Tax provision .. 118.20 116.42 106.92 104.01  89.17 105.64 110.12 133.28 127.76 164.57 267.94
. 6.1) (5.2) A9 (4.0 (3.2 (3.4 (3.9 (377 G4. @41 (5.3)
2. Borrowings from banks 752.14 893.47 1020.62 1967.90 1139.43 1249.17 1286.80 1368.09 1321.85 1437.52 1782.71
] (39.0) (40.2) (41.9) (41.2) (40.6) (40.0) (39.1) (37.8) (34.8) (35.5) (35.0)

3. “Other’ borrowings 197.86 233.8% 254.77 272.84 294.60 328.58 379.91

(10.3)

4. Trade dues and other 861.35
current Habhilities .. (44.6)

Net Working Capital (A—B) 442.91

) 416.14 465.52 219.64 231.09
(10.5) (10.5) (10.5) (10.5) (10.5) (11.5) (11.5) (12.2) (5.4) (4.5
976.43 1052.37 1144.35 1284.24 143874 1514.09 1701.40 1885.85 2228.23 2808.68
(44.0) (43.2) (44.2) (45.7) (46.1) (46.0) (47.0) (49.6) (55.0) (55.2)
445.57 448.76 508.58 590.80 673.79 746.95 856.41 927.88 1342.77 1535.36

T Current Assets comprise (1) Inventories (2) Loans and advances and other debtor balances (3) book value of investments
(excluding investments in shares/debentures of subsidiary companies) (4) Cashand bank balances and (5) advance of income-tax in

excess of tax provision.

@ Current Liabilities comprise (1) provision of taxation (net of advance income tax) (2) current provision (other than
taxation and depreciation) (3) borrowings from banks (for the series 1965-66 to 1970-71, borrowings from banks against debentures,
and other securities and unsecured borrowings, for 1970-71 to 197475 borrowings from banks other than those against own
debentures and other mortgages) (4) ‘other borrowings® [for the series 1965-66 to 1970-71, ‘other borrowings’ (except deferred
payment liabilities) against other securities and unsécured borrowings and for 1970-71 to 1974-75, ‘other borrowings’ other than those
against own decbentures and other mortgages and deferred payment liabilities, and public and other deposits (for the years 1973-74

and 1974-75)] and (5) Trade dues and other current liabilities,
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STATEMENT 2.—COMPOSITION OF CURRENT ASSETS AND LIABILITIES F SELECTE '
LARGE PRIVATE LIMITED COMPANIES (ALL IND(?STRIES) D MEDIUM AND.

P (Rs. crores)
. 70i companies - - g i
All Industries - :
1965-66 1966-67 1967-68 1968-69 1569-70 1970-71
A. Total Current Assets 355.11 391.79 412.94 438.20 472.06 531.18
1. Iaventories 167.73 183.56 189.54 198.53 219.02 257.46
, 47.2) {46.8) (45.9) (45.3) (46.4) (48.5)
2. Loans and advances .. 145.37 164.10 179.96 191.68 201.88 216.83
(40.9) 41.9) (43.6) (43.8) (42.8) (40.8)
3. Book value of investment 22.57 23.33 23.94 25.11 26.49 28.23
. (6.4 (6.0) (5.8) (5.7 (5.6) (5.3)
4. Cash and bank balances 19.44 20.80 19.50 22.28 24.67 28.66
(5.5 (5.3) (4.7) (5.1 (5.2 (5.9
5. Advance of income tax —_ = - —_ —_ -
B. 'Total Current Liabilities 309.52 340.92 358.90 378.73 406.36 453.63
1. Tax provision .. 21.13 19.2% 16.64 15.23 12.02 14.04
(6.8 (5.6) ( 4.6) (4.0 (3.0 (3.1)
2. Borrowings from banks 91.21 103.31 116 99 124.07 138.05 158.21
(29.5) (30.3) (32.6) (32.8) (34.0) (34.9)
3, ‘*Other” dborrowings .. . . 58.55 61.23 63.40 £6.65 67.57 13.73
(18.9) (18.0) Qa7.7 (17.6) (16.6) (16.3)
4. Trade dues and other current )
li;?)il?ties .. .. 138.63 157.17 161.91 172.78 188.72 207.65
(44.8) (@6.1) @5.1) (45.6) (46.4) @5.7)
Net Working Capital (A—B) .. 45.59 50.87 54.04 59.47 65.70 7755
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- STATEMENT-2.—(Contd.) -

., 6835

104.38

(Rs. crores)

1001 companies L

All Industries . o v P -

I 1970-71 1971-12 1972-73 1973-74 1974-75
A. Total Current Assets 626.64  684.90 72099  781.25 901.68
1. Inventories 298.36 326.37 ©  345.93 376.43 457.50
o (47.6) (47.7) (47.4) (48.2) (30.7)
2. Loans and advances 260.10 283.77 306.00 328.26 359.94
S - (“1.5) 41.4) 41.9)° 42.0) (39.9)
3. Book value of investment 33.84 34.91 33.70 27.21 28.03
o S (5.4) (5.1) ( 4.6) (3.5) (3.1
4. Cash and bank balances . 34.34 39.95 44.36 49.35 56.21
L (5.5 (5.8) (6-1). (6.3) {6-2)
Advance of income tax ‘e .o s - 4 — — - -
B. Total Current Liabilities .. 560.03 616.55  656.02  676.87 785.67
1. Tax provision . 14.47 15.80 13.84 18.12 26.85
(2.6) ( 2.6) (2.1) (2.1 { 3.9
2. Borrowings from banks 189.21 204.30 219.69 230.04 260.86
o : (33.8) (33.1) (33.5) (34.0) .(33.2)
3. ‘Other’ borrowings 106.67 116.65 119.59 91.59 85.24
(19.0) (18.9) (18.2) (13.5) (10.8)

4. Trade dues and other current - :

Ii;‘gilitiesu > . . .- . 249.68 279.80 302.90 337.12 - 412.72
(44.6) 5.9 (46.1) 49.8) _ (52.5)
Net Working Capital (A—B) .. © 116.01

666t
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STATEMENT- 3.—RATIO OF CURRENT ASSETS TO CURRENT LIABILITIES OF SELE.CI‘E.’D
MEDIUM AND LARGE PUBLIC AND PR.IVATB LIMITED COMPANIES

¢

No. of 1965+ 1966- 1967- 1968-:1969-

1970 No. of ".1971~"1972- No. of 1973- 1974-

n Private ’

1.15

1 .*:,16

Industry Group . com- 66 67 68 - 69 70 . 71 com- 172 73 com- 74 15
- e o panies panies panies
L. Agriculture and Allied Activities. '
" public 188 1.28 1.27 1.21 1.25 1.23 1.25 165 1.24 1.22 168 1.6 1.29
Private 24- 0.88 0.99 1.02 1.01 1.13 1.14 33 1.14 1.1 - 31 1.07 1.13
. Mining and Quarrying . ‘ ‘ , . , : , . R
Public 56 0.79 0.75 0.86 0.93 0.94 0.97 13 0.98 0.99 13 0.92 0.92
Private 26 0.86 0.91 0.94 0.99 1.06 1:03 21 0.82 0.73 20 0.92 1.06
IIF. Manufacturing and Processing
I(Ij'ocr‘i‘stuﬂ‘s Textiles, Tobacc?i Lo
eather aud roducts thereo : . ' . : S -
P Public 483 1.20 1.18 1.17 1.15 1.18 1.18 493 1.22 1.27 477 1.40 1.36
Private 158 1.10 1.07 1.10 1.12 1.14 1.13 227 1.07 1.09 231 1.15 1.10
Iv. Pmcessmg and Manufacture o ‘ . ,
(Metals, Chemicals and products » oo co ST
thereof) : o Lo . P
o Public 443 1.290 1.25 1.21 1.24 1.25 1.26 600 1.28 1.29 609 1.37 1.35
Private 175 1.14 1.17 1.17-1.18 1:.18 1.21 303_ 1.19 - 1.19 299 1‘,.‘22:" 121
V. Processing and Manufacture ‘ . ‘ - - R
— 1
» %%t clsewhere ”“’ﬁeguu,c 141 1.35 1.34 1.20 1.30 1.32 1.36 175 1.30 1.27 177 1.41 1.37
) " Private 83 -1.13 1.14-1.13 1.13 1.14 1.20 119 - 0:99 1:01- 121---1:15-1.14
VI, Other Industries ) ) . S
‘ blic .. 190 1.16 1.12 1.10 1.13 1.13 1.11 204 1.08 1.05 206 1.08 1.04
ll;;‘liva].fe .. D235:1.21°1.20+1.20 1 .}8 1;: i8. ] 1 18‘ 298 114 114 299.- 112 112
o R 123 1.20 1.18 1.20 1.21 1.22 1650 1.24 1.24 1650 1.33 1.30
Overall Public lggi 1.23 i.l‘gf 1:17,:1.11. 1001 S Lar 1151001 1.15 1.15
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STATEMENT 4.—RATIO OF ‘QUICK ASSETS’ TO CURRENT LIABILITIES OF SELECTED
MEDIUM AND LARGE PUBLIC AND PRIVATE LIMITED COMPANIES

No. of 1965- 1966- 1967- 1968~ 1969- 1970- No. of 1971- 1972- No. of 1973- 1974-
Industry Group com- 66 67 68 69 70 71 com- 72 73  com-’ 74 15
panies panies panies
I. Agriculture and Allied Activities
Priva}e 24 0.57 0.61 0.61 0.62 0.75 0.76 33 0.73 0.71 31 0.73 0.73
Public 188 0.52 0.51 0.46 0.49 0.49 0.45 165 0.50 0.48 168 0.49 0.47
II. Mining and Quarrying ,
Private 26 0.65 0.70 0.75 0.77 0.81 0.74 21 0.39 0.33 20 0.45 0.54
Public 56 0.55 0.51 0.61 0.67 0.66 0.66 13 0.53 0.54 13 0.54 0.67
III. Processing and Manufacture .
(Foodstuffs, Textiles, Tobacco,
Leather and products thereof)
Private 158 0.42 0.41 0.45 0.45 0.43 0.40 227 0.41 0.45 231 0.47 0.4
Public 483 0.40 0.41 0.40 0.41 0.42 0.41 493 0.42 0.4 477 0.48 0.47
1V, Processing and Manufacture
(Metals, Chemicals and products
thereof)
Private 175 0.53 0.56 0.53 0.56 0.57 0.55 303 0.56 0.55 299 .56 0.52
Public 443 0.51 0.49 0.46 0.53 0.55 0.55 600 0.56 0.56 609 0.60 0.53
V. Processing and Manufacture
—Not elsewhere classified )
Private 83 0.63 0.59 .53 0.60 0.61 0.64 119 0.55 0.56 121 0.64 0.59
Public 141 0.67 0.66 0.61 0.64 0.68 0.67 175 0.62 0.56 177 0.64 0.57
VI, Other Industries
Private 235 0.78 0.79 0.82 0.81 0.81 0.80 298 0.79 0.79 299 0.74 0.72
Public 190 0.68 0.66 0.63 0.66 0.69 0.70 204 0.67 0.63 206 0.67 0.61
Private .. 701 0.61 0.61 0.62 0.63 0.62 0.60 1001 0.58 0.59 1001 0.60 0.57
Overall Pabe 1T 1501 0.51 0.50 0.45 0.52 0.54 0.54 1650 0.53 0.5 1650 0.58 0.53

122
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‘165
STATEMENT 5_TRENDS IN LIQUIDITY RATIOS OF SELECTED
INDUSTRIES (PUBLIC LIMITED COMPANIES)

’ 1965-66 1966-67 1967-68  1968-69

_Industry ; . ; — SRS B

' ' cC_ _Q c Q C Q ¢ Q
1. Tea plantatlons _ .. 1.27 048 126 0.46 1.19 0.41 1.23 0.44
2. Coffec plantations .. 1.58 0.95 1.49 0.80 1.39 0.8 1.48 0.98
EX Rubberplantatlons .. 1.60 123 1. 49 1.13 1.30 0.79 1.26 0.85
4 Coalmmmg .. .. 0.9 0.64 096 0.67 0.99 0.73 1.00 0.75
5. “Edible vegetable & A ‘ o ‘
.- «hydrogenated oils .. 1.22: 0.33 1.21: 0.32 1.16 0.33- 1.17° 0.34
6. Sugar: S0 .. 1.10 0.29° 1.08 0.24° 1.06 0.31° 1.08 0.35
7, {Tobacco -~ - .i ~ .. 3.26 1.16 2.52 0.79 2.28 0.6% 2.15_0.66
8: . Cotton textiles - : ..~ 1.12 0.38. 1.11: 0.41 1.09: 0.37. 1.08 0.37
9. Jutertextiles .. .. 1.19. 0.40 1.14- 0.38 1.09 0.39 1.05 0.38
10. Silk:and rayontextiles 1.39 0.57. 1.47 0.66 1.4%9 0.61- 1.52- 0.76
i1 -Woollen textiles. - .. 1.43 0.47 1.36 0.52. 1.26 0.45 1.25 0.57
2. Ironandsteel .. - .. 2.07 0.88 1.66: 0.71° 1.33 0.56 1.33 0.62
3. "Aliminjum .. ¢ .. 1.05 0.42 1.00 0.39 1.05 0.42 1.31 0.70
4. Othernon-ferrous metals o . : R o

(basic) . . 1.31 0.47 1.22 0.36 1.28 0.39 1.48° 0.52
fS.lEngmeermg ... 1.33 0.46 1.20 0.44 1.15 0.44 1.21" 0:51
6. Chemicals .. .. 124 0.4 1.23 0.54 124 0.5 1.29 0.5
17."Matches L. .. 233 1.61 2.26 0.95 2.14 0.9 1.99 1.10
18".“Mmeral ois .. .. 328 2.73 2.43 2.01 2.01 2.08 2.01 1.46
. Cement .. 111 0.4 1.20 0.46 1.20 0.46 1.19° 0.48
2. Rubber and rubber pro- - o
7 ducts 1.67 0.81 1.60 0.76 1.78 0.90. 1.71 0.84
21, " Paper and paper products 1.00 0.45 1.02 0749 0.99 0.47 1.04 0.51
2. Glassand glassware .. 0.98 0.30 1.12 0.37 1.13 0.39 (.17 0.44
. Trading ~ .. .. 1.27 0.83 1.24 0.78 1.23 0.76 1.22 0.78
2. Shipping .. .. 1.36 1.33 1.15 1.12 0.95 0.93 1.14 1.12

C = ratio of current assets to current liabilitics.

Q = ratio of quick assets to current liabilitics.
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=~ STATEMENT 5—(Contd.)

1969-70

197

0-71

1971-72

1972-73

1973-74

C

Q

C

Q

Cc

Q

C

Q C

Q

Cc

1.22
1.58

1.26

1.02
1.25

1.05

2.20
1.11
1.03
1.53

1.33

1.22

1.48
1.20
1.2
1.34

2.08
1.67
1.23
1.76
1.14
1.24
1.23
1.18

0.44
1.03

0.87
0.76
0.34
0.26
0.71
0.40
0.33
0.86
0.63
0.62

0.64

0.50
0.52
0.62
1.10
1.20

0.55

0.85
0.64
0.56
0.81
1.16

———

122
1.56
1.16
1.02
1.20
1.04

2.3
1.12
1.06
1.56
1.39
1.16
1.76
1.30
1.22
1.38
1.98
1.45
1.30
1.56
1.36
1.18
1.23
1.04

0.40
0.97
0.83
0.72
0.34
0.21
0.79
" 0.40
0.33
0.88
0.67
0.54
0.85
0.52
0.53
0.60
1.21

0.88

0.60
0.72
0.67
0.51
0.84

1.02

1.21
1.49
1.08

N.A.

1.06
1.06
1.88
1.17
1.12
1.69
1.40
1.04
1.52
1.27
1.25
1.37
1.80
1.80

126

1.42
1.27
1.16
1.23
0.92

0.41
1.11
0.70

N.A.

0.33
0.26

0.37.

0.43
0.35
0.84
0.71
0.49
0.63
0.38
0.53
0.66
0.95
0.69
0.62
0.68
0.61
0.50
0.85
0.92

1.17
1.62
1.07
NA.
1.07
1.15
1.89
1.23
1.08
74
40
.04
.37
36
.26
1.39
1.69
1.22
1.25
1.46
1.18
1.21
1.24
10.90

[T = S G WP

—

0.40 1.19
1.15 1.67
0.75 1.21
N.A. N.A.
0.32 1.24
0.43 1.18
0.41 2.17
0.42 1.47
0.33 1.01
0.82 1.83
0.54 1.58
0.53 1.19
0.58 1.49
0.42 1.48
0.53 1.31
0.67 1.52
0.72 N.A.

0.56 1.34

0.59 1.51,

0.53 1.42
0.53 1.39
0.83 1.27
0.89 0.78

0.4
0.94
0.77

N.A.

0.43
0.41
0.52
0.50
0.29
0.90
0.51
0.51
0.68
0.45
0.55
0.74

N.A.
0.56 N.A, N.A.

0.61
0.67
0.63
0.63
0.89
0.77

1.23
1.84
1.29

N.A.

1.23
1.16

1.7

1.41
1.03
1.86
1.38

1.21
1.46 ¢
1.66

1.27

1.58
N.A.
N.A.

1:26
1.41
1.39
1.37
1.26
0.71

197475
e ———
Q

ey

0.41
1.23
0.81
NA.
0.3
0.38
0.44
0.50
0.30
0.87
0.48
0.48
0.5
0.61
0.4
0.67
N.A
N.A.
0.55
0.5
0.60

0.5

0.72
70.70

S




STATEMENT 6.—COMPOSITION OF WORKING CAPITAL FINANCE FOR SELECTED MEDIUM

AND LARGE PUBLIC AND PRIVATE LIMITED COMPANIES : ALL: INDUSTRIES

As percentage of

1974-

S 1965- 1966- 1967- 1968- 1969 1970- 1971- 1972- 1973-
total current assets o 66 67 68 69 70 mn 72 73 74 75
(1) Tax provision ‘
Public 498 437 371  3.36  2.62 2.8 . 2.98 2.70 3.05  4.04
" Private 5.95 4.90 4.03 3.48 2.55. 2.64 2.3 1.90 2.32 2.98
(2) Borrowings from banks
.Public "31.70 33.52 35.40 34.47 33.53; 32.91 40.56 27.95 26.66 26.91
Private 25.68 26.37 28.33 28.31 29.24. 29.78 29.83 30.09 29.45 28.93
(3) Other borrowings ‘
Public 8.34 8.77 8.84 8.81 8.67 8.66 9.30 9.84 4.07 3.49
P_rivate 16.49 15.63 15.35 15.21 14.31_ 13.88 17.03 16.38, 11.72 9.45
(4) Tiade dues and other
current liabilities : .
Public . 36.31 36.63 36.49 36.94 37.79 37.90 38.02 39.88 41.32 42.39
Private .. 39.04 40.12 39.20 39.43 39.98 39.09 40.85 41.49 43.15 45.77
(5) Net working capital ' - ‘
Public ©18.67  16.71...15:56:.::16.42 17.39 17.75 19.14 19.62 24.90 23.61
Private 12.84 12.98 13.09 13.57 1_3.9? ‘ 14.60’ 9.98 10.13 13.36 12.86
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"‘STATEMENT" 7.—SHORT-TERM BANK BORROWINGS- AND - TANDON- COMMITTEE - NORMS—
A ROUGH ESTIMATE OF INDUSTRY-WISE POSITION

- JUTE TEXTILES

(Rs. Crores)

197172 1972773 197374 197475
Requirements as per norms
i Raw Material
(24 months® consumption) .. . . .38 42 40 40
il Stock-in-Process
(1 month’s cost of Production) .. 5 6 6 6
iii Finished Goods ' -
(} month’s cost of Sales) 27 30 28 31
iv  Rececivables
(1} months’ Sales) 39 43 40 47
Sub-Total 109 121 114 124
v Cash and Bank balances (actual) 2 2 2 2
vi Book value of quoted investments 2 3 2 2
A. Total current assets (as per norms) 113 126 118 1,128
B. Actual current assets 128 127 158 173
C. Excess over the norms @ (B— A) +15 +1 440 +45
D. Total current liabilitics (excludmg bank borrowmgs) 58 60 83 95
E. Adjusted current liabilities .. ‘e 50 60 - 62 70 -
F. Working capital gap (A — E) 63 66 56 58
25% of (F) above permissible 16 17 14 15
G. Maximum bank borrowings as per method (1) - 47 49 42 43
H. Actual bank bortowmgs , 57 57 74 :,75
Excess (%) . . L L .21 76 4

891
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© (Rs. Crores)
1971-72 197273 1973-74 197475
Requirements as per norms o ' e o

1. Raw Material (2 months’ Consumptnon) .o . .. 11 12 15 - 14
II. Stock-m-Prooess (& months’ cost of Production) . . 6 “6 \ 7 g
1XI. Finished Goods (1 month’s cost of Sales) . .. 12 ; 13 13 1:5
IV. Receivables O months Sale) ... . " 16 16 16 18
Sub-T . . . . - 45 47 51 -85
V. Cash and bank balances .. .. .. .. .. .. -3 3 7 6
VI Book value of quoted investment .. . . . . ‘3 3 3 .3
Total current assets as per norm .. .- . . 5 .53 63 64
B. Actual current assets .. .. .. .. . .- 1 115 128 134
C. Excess over the norm (B — A) .. .. .. .. +60 +62 165 370

D. Current liabilities (other than bank borrowings) .. . 63 68 81 » 82 ’
E. Adjusted current liabilities .. -+ .- .. .. 26 28 - 37 30
F. Working capltal gap A—E) .. .. . . 25 :25 26 34
259 of (F) above ce e e e . 6 6 7 9

G. Permissible bank borrowings .. & e i Twe o 190 I 19 : 25

H. Actual bank borrowings it e w25 o 240 - 290 - 26
Excess (%) . . . e e e e 31 26 52 4
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ENGINEERING INDUSTRY -

".. (Rs, Crores)
1971-72 1972-73 1973-74 1974-75
Requircments as per norms . )
(i) Raw Material (2.25 months’ consumption) v . 216 233 264 347
(il) Stock-in-Process (1 month’s cost of production) "’ , 127 137 155 231;
(iii) Finished Goods (1.50 month’s cost of Sales) . 190 206 232 346
{iv) Receivables (1.50 month’s sales) . 234 257 289 364:
Sub-Total . .. 167 833 940 1288
(v} Cash and bank ‘balances (actual) . .. 47 47, 67 62
{vi) Book value of quoted investment . 13 13 14 16
A. Total current assets (as per norms) 82'} 893 1022 136&6‘)
B. Actual current assets .. . 1278 1361 1578 1941
C. Excess over norm (B—A) 451 468 558 575
D. Current liabilities (othcr than bank borrowmgs)-— ' .
Actual . 609 657 790 945
E. Adjusted current liabilities . 379 409 478 623
F. Working capital gap (A —E) 448 484 544 743
257 of (F) above. ' 112 121 136 186
G. Maximum bank borrowmgs as per method (1) 33'6  363 » 408 557
H. Actual bank borrowings 412 ' 421 : K 469 : 589
Excess ( %) 23 16 15 6

A
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. EDIBLE VEGETABLE. AND. HYDROGENATED. OILS .

" {Rs. Lrores)

197172 197273 197374 197475
Requirements as per norms : B

1. Raw Material (1 month’s consumption) 8 E 10 13
1. Stock-in-Process (negligible) . . Ve .. —_ — — -
III. Finished Goods (0.37 month’s cost of Sales) 3 4 4 3
1V. Reccivables (0.38 momh’s salcs) e e e . 3 4 4 5
Sub-'l‘otal .. .. .o . 14 17 18 23
V. Cashand bank balances (Actual) .. .. . 1 1 1 1
A. Current assets as per norms 15 18 19 24
B. Actual current assets 20 24 27 "33
C. Excess over the norm (B— A) -+ 5 + 6 4+ 8 +9
D. Current liabilities (other than bank borrowings) oo 12 14 14 15
E. vAdjuvste&'current liabilities 9 IQ 9 10
F. Working capital gap (A—E) -- 6 8 10 14
25% of (F) above . 2 2 '3 4
G. Maximum permissible bank borrowings - 4 . 6 7 ‘ . 10

H. Actual bank borrowmgs . : 7;1 3§ 23 %g

Excess (%)
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PAPER AND PAPER PRODUCTS.

(Rs. Crores)

1971-72 1972-73 1973-74 1974-75
gfquzex ?rﬁ:tzflgﬁ:‘;nrgnsm’s cons\Jmptmns) (AVerage) 24 25 28 39
83) Sé;):ﬁ;gdl’cr}%z%sss ((f ingnth’s cost of sales) '1_; ; E .IE
(iv) Receivables (3 months® sales) . 11 11 13 12
Sub-Total . 46 47 53 67
& Book and ek balanes (hctus): - ) 3 3 3 g
A. Total current assets (as per norms) . 57 56 64 81
B Actual current assets 96 104 115 153
cf. Excess (B — A) +39 +48 451 +72
D'; ‘Current habxhtxes (Othe\: than bank borrowings) . 51 57 61 77
B Ad)usted current liabilities . 29 31 32 52
F. .Working capital gap (A—E) . .. .. 28 25 32 49
25% of (F) above 7 6 8 12
G. Max1mum bank borrowmgs o . 21 19 24 37
H Actual bank borrowmgs . . . . 25 32 34 32
~ Bxeess (%) - - .. ce e .- 19 68 42" —13
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BOOK REVIEWS

DETERMINANTS OF REAL NATIONAL INCOME AND
PRICE LEVEL IN INDIA. by P. R. Brahmananda, University
of Bombay, February 1977, pp. XI - 96. Rs. 15/-

There are essentially three stories of development of the
Indian economy, first conceived -and related sometimes during
the years 1953 to 1956. Of the three, the most famous and the
most widely supported one was shaped and authored by P. C.
Mahalanobis. The second was in the nature of a ‘dissent’, related
by B. R. Shenoy. The third one was presented as an ‘alternative,’
by C. N. Vakil and P. R. Brahmananda. Of the three, it was the
Mahalanobis’ model which was supposed to have provided the
basic framework of the Second Five Year Plan (1956-61) and the
plans thereafter.

Brahmananda’s present work under review may be regarded
as a quantified justification of the basic ideas found first in his
‘alternative’ model. He maintains that his ideas form part of
what he calls the ‘New’ classical economics as against the Keyne-
sian or neo-classical thought-streams. According to him, the
‘New’ classical system envisages the determination of real national
income in a year “jointly by the stock of capitals and by the supply
of wage-goods or the circulating capital goods, two magnitudes
wholly on the supply side” (p. vii), thus implying that thereis a
stable relationship of a multiplier sort between the supply of
wage goods and the real income. The second proposition of the
‘New’ classical system is that “the price level of basic goods (or
of wage goods) is determined jointly by the supply of output and
het volume of money (or credit)” (p. viii).

Brahmananda seeks to show that both these propositions
are valid in the Indian economy, with the help of the well known
regression analysis. The volume under review has 10 chapters.
It adopts a single-equation (multiple or simple regression) model
“primarily for the reasons flowing from considerations of policy”.
(p. 12). Brahmananda argues: “Policy can influence only a few
Parameters and it is these parameters that we choose as explana-
tory variables.”” (p.12). He, however, agrees that the “approach
In terms of simultaneous equations and also with room for the
influence of lagged variables etc. is fascinating but has not been
adopted in this monograph primarily because the theoretical im-
Plications of such an approach are not yet apparent for the Indian
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economy and more particularly for ‘economic policy in such an
economy.” (p. 12, italics added). The key parameters in the
Indian econoniy, according to him, are: net investment, govern-
ment expenditure, domestic ‘output - of capltal-goods, money
supply and wagé goods supply. ~, The period chosen was: 1950-5]
to 1973-74, _

The equﬁtiéhs he estimates ardimpressively large, p,ar‘ticula,rly
as the estimations were carried out both for original values and
first differences. The most comprehensnve equation for the deter-

mmatmn of real income was :

" YD={(KD, WG, PPLN, RGMD and MWL), where YD=
net real domestic product; KD=real fixed capital stock of the
current year; WG==the supply.index of wage goods of the cur:
rent year; PPLN=population; RGMD=deflated geometric
mean of interest rates in percentage terms; and MWL =money
wages of labour.. His results show, in his own words, “(1) that
wage-goods supply (or basic goods supply) and real capitalstock
can comprehensively and adequatzly account for the determina-
tion of.real income, (per capita wage-goods supply and real capital
stock can also perform as well); (3) the current year magnitudes
of wage-goods supply and real capital stock . are of crucial impor=
tance in real income determination and (4) the single most im-
portant ‘determinant of real income is the current year supply
of wage goods”. (p. 32, sic). His simple regressmns however,
show that the relatlonshlp between YD and KD is as statlstlcally
SIgmﬁcant as the association between YD and WG. :

Brahmananda then examines the relationships between YD
and home investment or its associated parameters and between
YD and real money stock. Home investment was found to be
statistically not a significant explanatory variable; so was the
real stock of money or even domestic credit. These results in-
dicate to him that the Keynesian framework was irrelevant at
least. during the period under study. He .believes that real do-
mestic investment did not' have a meaningful impact on real
national income " probably becausc the economy might not be
possessing excess capacity—at any rate “balanccd excess capacity”
as he puts it—in the real capital stock or in the inventories of wage
goods and other related items. In thc absence of the supposed
excess capacity and excess stocks, ‘‘an’ increase in the supply of
money should”, as Brahmananda asserts, ““lead to a proportlo-
nate increase in the level of prices”.  (p. 44). ‘ R
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: Brahmananda tests some regression. results on the price level
determlnatlon At-the general level, :it" appears .that ‘nominal
money stock ‘was a statlstlcally significant explanatory variable
of prices, whether the prices are measured in terms of national
income deflator or the wholesale price index. The wage goods
_price index was significantly correlated positively-with- nominal
money stock and inversely with- output. Even when nominal
money stock was substituted by nominal domestic credit, the re-
sults'did not change. The price:index number of manufactured
commodities was explained in terms of price indices-of: bagic
goods and of imports. The money wage index in the: mdustna_l
sector as an argument was statistically not significant. = The
inclusion of Import prices would signify that the economy is
‘open’. - And the wage push factor .in price determination was
shown to be 1rrelevant

The equatlons ﬁtted in regard to prlces of foodgrams show
that 'while money supply was a positively associated significant
explanatory variable, net real investment was an inversely related
significant variable, with real government expenditures and sup-
ply of foodgrains being statistically not significant. Obviously,
the fitted equations appeared to have suffered from multicolli-
nearity,

Clearly, ‘the part dealing ‘with real output. determination
relates essentlally to a'closed economy whereas the industrial
price :setting' had taken care of the possible ‘openness’of .the
economy, The distinction between ‘wage goods’’ and ‘basic
goods® has not been made clear, and to make:it more confusing,
the former was described on page 84 as - ‘basic wage goods’. - The
narrative at the end of each table giving the significance of the
fesults was dry and probably unnecessary for readers: familiar
thh the regression analySIS

One is not sure whether it would be possible to determine
real national income by stocks of fixed capital and wage goods of
the current and previous years without taking into atcount the
productivity of investment in the production of fixed capital.and
wage goods. Could it be that the absence of this crucial variable
has made net home investment, an explanatory varlable with no
statistical stgmﬁcance 7 Even if the specification of the equatlon
Was correct, it is a curious pomt to make that there was a general
absence of excess capacity in the Indian economy during the
Period merely on the ground that net domestic investment was
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not a sngmﬁcant explanatory variable, in the equation relating
to real income determination. Is it that this inference would
not have arisen had the productivity rate been included as an
argument in the function ?

Moreover, it is not clear as to why the geometric mean of
interest rates was used as one of the independent variables in
the comprehensive equation of real income determination. Put-
ting together both long and short term rates of interest shows lack
of adequate appreciation of the divergent characteristics of the
money markets, especially those in regard to liquidity and converti-
bility.

The specification in the equations relating to price determi-
nation could have been more comprehensive. For instance,
one would like to consider the impact of price expectations, the
behaviour of prices during contingencies such as the Korean boom,
the Chinese invasion and the Indo-Pakistan conflict of 1965, the
extent of underutilisation of capacities especially in ‘new’ indus-
tries and the rates of productivity of labour on price determina-
tion.

Finally about the regression technique as a tool of hypothesis-
testing. Brahmananda was clear that the technique does not
prove that a variable is caused by another (or a set of) variable(s).
Indeed it is so. But is there no way of establishing the causal
chain between say, any two variables? One wonders whether the
model can be improved and the causation is made unidirectional
by adopting the criterion developed by C.W.J. Granger, vide
Econometrica, vol. 37, No. 3, July 1969.

As regards the multicollinearity problem, it is generally agreed
that it cannot be wholly avoided, even if one were to take the first
differences along with larger tims series. Assume that the equa-
tion to be fitted is the following :

Log AY=a+- b log AX+ ¢ log AZ4+U. It would perhaps
be profitable if instead of estimating the above equation the follow-
ing is adopted.

Log AY=a+b log AX 4 (1-b) log AZ+U.

These comments, however, do not detract the value of the
book which, to the reviewer, is essentially in the nature of provok-
ing and stimulating rethinking on the age-old and clusive pro-
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blem of output and price determination. Brahmananda deserves
rich compliments for keeping alive his interest in it by his theo-
retical contributions and by his empirical efforts of which the
book under review is proposed to be the first of the series. Every
serious student of Indian economic development would welcome
efforts at quantification and empirical examination of the economic
realities, so as to know the implications underlying the different
economic policies. ’

' A. VASUDEVAN,

AGRICULTURAL MANPOWER AND ECONOMIC DEVE-
LOPMENT—BY DR. B. P. RATNAWAT, POPULAR PRAKA-
SHAN PVT. LTD., BOMBAY. Pages 290. Price Rs. 50.00,

- Surplus agricultural population constitutes a major problem
in many underdeveloped countries. The famous Prof. Ragnar
Nurkse and W. A. Lewis models of economic development of
underdeveloped countries provide for a shift of surplus population
from the agricuitural to non-agricultural sector or from the sub-
sistence to the modern sector of the economy. The major
assumption is that in the agricultural sector with the scene of
serious underemployment or disguised unemployment, the mar-
ginalworkers on most of the cultivated holdings are making little
useful contribution to output or, in other words, marginal pro-
ductivity of labour has fallen to zero or below zero. ‘The removal
of surplus labour from agriculture to other sectors will promote
development since anything useful which they might produce will
bea net addition to output. As against this, Prof. A. M. Khusro
has advocated a model of economic development with no popu-
lation transfer. According to Prof. Khusro, the demand for
labour in the non-agricultural sector is not sufficient to absorb
the supply of labour from within the sector. The transfer of
surplus labour from agricultural sector would add to the pool
of unemployed in non-agricultural sector. Until such time the
demand for labour in non-agricultural sector overtakes the supply
within the sector, there is no possibility of economically useful
net shift of workers from agricultural to non-agricultural sector
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since such shift will add to the pool of jobless people in non-.
agricultural sector and will increase money costs as well as social

costs.

Dr. Ratnawat has attempted to test these two models of
development on the basis of data on unemployment and under-
employment in the agricultural and ‘non-agricultural sectors in
Madhya Pradesh. The first part deals with the theoretical aspects
of the phenomenon while in the second, data on underemployment
collected through field investigation have been analysed to
illustrate the theory. In the third part, an attempt is made to
examine the demand and supply of labour in non-agricultural
sector in Madhya Pradesh. The fourth part contains the diag-
nosis and deliberations based on testing these two models
with regard to the economy of Madhya Pradesh and the pro-
blems and planning involved in the utilisation of surplus agri-
cultural labour.

Employment in Agriculture

In India, the number of workers engaged in agriculture
increased from 75.2 million in 1901 to 131 million in 1961 (or by
74.66 per cent).  The percentage of agricultural workers to total
workers increased from 66.8 in 1901 to 69.5 in 1961.
However, the increase took place in the category of owner-cul-
tivators rather than landless agricultural labourers. Thus, accor-
ding to the 1961 census,the number of workers engaged in agricul-
ture was 131 million, of whom 99.5 million were cultivators and
31.5 million landless agricultural labourers. The corresponding
figures in 1951 were 70 million and 28 million, respectively. Bet-
ween 1911 and 1961, working force in agriculture increased by
41 per cent, while cultivated land increased by 7 per cent, irrigated
land by 11 per cent and double cropped area by 15 per cent.
According to the Second Agricultural Labour Enquiry Commi-
ttee, 1956-57, the total ¢f agricultural labour households had
fallen by 1.6 million between 1950-51 and 1956-57 even though
there was an increase in the number of rural houscholds from
58.9 million to 66.6 million. There was an increase in the pro-
portion of agricultural labour households without land from
50.7 per centin 1950-51to 57.13 per cent in 1956-57. The average
size of operating farm declined from 7-50 acres in 1950-51 to 5-70
acres in 1956-57. Casual adult male workers were employed
on wages for 200 days in 1950-51 and 197 days in 1956-57. They
were self-employed for 75 days in 1950-51 and for 40 days in
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1956-57. Casual adult female workers were employed on wages
for 134 days in 1950-51 and 141 days in 1956-57.  They were
sef-employed for 27 days in 1956-57.

Estimates of Surplus Agricultural Labour in Madhya Pradesh

' For the purposes of estimating surplus agricultural popu-
lation and other relevant problems, the author had conducted
empirical field investigation in 11 villages in the Indore Division
consisting of 1518 total households having 8212 population.
Total agricultural households were 1366 consisting of nearly 90.2
per cent of total families in the selected villages. The landless
agricultural families were 193. Total agricultural population
in selected villages was 6892, of which 4070 persons or 58.7 per
cent were classified as workers. The percentages of self-employed,
casual and |attached workers were 73.3, 22.6 [and 4.2 res-
pectively.

' The author has attempted to estimate the intensity of un-
detemployment of the self-employed cultivators on the basis of
two methods, viz., work-norm method and time-norm method.
For the work-norm method,the author has adopted the criterion
of standard holding i.e. size of holding which would provide full
employment for a family of an average size with such assistance
which is customary for agricultural operations. For different
villages, different size of the standard unit is adopted. Cultivators
having cultivated holding below the standard holding are con-
sidered unemployed to the extent of holding below the standard
holding. Qut of 1173 cultivating households surveyed, 1046 families
had holdings less than the standard holding. In other words, 89.8
per cent of the families were underemployed. They had to subsist
on work which can keep 503 families fully employed. Thus, the
percentage of disguised unemployment was nearly 51.9 per cent in
the case of self-employed agriculturists. For the purposes of the
time-norm method, employment for 300 days at the rate of 8 hours
of work a day i.e., 2400 man-hours per annum, was considered
as full employment. The employment possibilities were only
to the extent of 1229 man-hours per annum in the areas under
study. This indicates underemployment to the extent of 48.9
per cent in the self-employed sector. Out of total_ of 2083
self-employed cultivators, 1456 were surplus on the basis of time-
‘2orm method as against 1548 on the basis of work-norm method.
The agricultural labourers in the casual labour households were
employed on an average for 157 days of which 140 days
were devoted to agricultural operations. Casual Jabourers
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with land were employed on an average for 137 days and those
without land for 179 days. Attached labourers were on an-
average employed for 268 days in a year of which 260 days
were for agricultural operations. Thus, out of 4070 agricultural
workers in selected villages, 1935 workers were estimated surplus
on the basis of the first (work-norm) method and 1910 on the
basis of the second (time-norm) method. In selected villages,
the extent of surplus agricultural labour was to the extent

of 47 per cent of the total.

By applying this norm, the author has attempted to estimate
surplus labour in the agricultural sector in Madhya Pradesh. Inthe
State, 81 per cent of the total population depends on agriculturs.
Between 1901 and 1961, the number of workers in the agricultural
sector increased by nearly 70 per cent. In 1961, out of a total
population of 32.4 millionin Madhya Pradesh, total labour force
was 16.9 million consisting of 13.4 million agricultural workers
and 3.5 million non-agricultural workers. On the basis of alter-
native assumptions, for the State of Madhya Pradesh as a whole,
the surplus agricultural labour in 1961 was nearly 6.50 million
and 6.36 million as against the total agricultural labour emp-
Ioyment of 13.43 million. Similarly, in 1966, the surplus was 7.36
million and 7.20 million as against the total agricultural employ-
ment of 15.20 million. Thus, about 47 to 48 per cent of the
agricultural workers in Madhya Pradesh would be described as
unemployed.

According to the author, the existence of nearly half the
labour force in the agricultural sector as unemployed, with a
further possibility of worsening the situation with continued
growth of population in future is a threat to the economic de-
velopment of Madhya Pradesh unless steps are taken to
remedy the situation.

The author has also attempted to estimate the agricultural
labour force between 1961 to 1981 in Madhya Pradesh. The
working force consisted of 52.3 per cent of the total population
In 1961. This proportion was 55.2 per cent for rural areas
and 34.9 per cent for the urban areas. On the basis of the alter-
native methods of estimating working population,@ total labour

@ Registrar-General's method of labour force projection -estimated that
92.61 per cent of male and 42.25 per cent of female in the age group of 15-59
are in the labour force. The other method is the ‘Participation rate” method.
The proportion of labour according to the 1961 census was 60.21 per cent for
male and 43.99 for female.
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force in Madhya Pradesh in 1981 has been estimated at 20.2
million and 27.5 million, respectively, as against the total popu-
latiori of 51.67 million.  The availability of labour force in
1981 in the agricultural sector has been projected at 16.2 million
and 21.8 million, respectively. The requirement of labour
force in the agricultural sector on the basis of the expected
growth rate of 4 and 5 per cent, respectively, in that sector will
be 12.2 million and 14.5 million, respectively, by 1981 as
compared with 11.6 million in 1961, :

The estimated surplus agricultural labour in Madhya Pradesh
is shown in Table 1.

- TABLE I—ESTIMATION OF SURPLUS AGRICULTURAL
S LABOUR IN 1961-81

(In miilion)

Existing
Surplus in ’ -
1961 1966 1971 1976 1981

AsumptionI .. 6.54  7.90  9.89  12.06  14.30
Asumptionll ..  6.54 7.24  8.28 9.76  12.00
AsimptionllI .. 434 485  6.12 7.94 . 10.11

AsumptionIV ~ ..  4.34 4.19 . 4.51 5.64 7.81

In Madhya Pradesh, a predominantly agricultural economy,
the pressure of increasing new entrants leads to the situation of
‘large. underemployment in the agricultural sector to. hinge
around small and: uneconomic holdings or underemployment
of all working members of an agricultural household. The
introduction of better farming method could meet with
success only after excessive pressure of population on land is
drained out. According to the author, in a broader sense, mar-
ginal productivity of labour in the agricultural sector can be
considered even negative. Madhya Pradesh offers wide scope
for extending area under cultivation, but the cost of bringing
new land under cultivation is high.

Requirements of Non-Agricultural Sector

- However, in view of the existing unemployment in the non-
agricultural sector in urban area, transfer of population from
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rural to urban areas would pose some problems. Thus, out of
total additional labour force of 4.059 million in Madhya Pradesh
during the decade 1951-61, non-agricultural sector could absorb
only 0.75 million or less than one-fifth of the new entrants.  The
proportion of non-agricultural labour force to total number of
workers declined from 20.3 per cent in 1951 to 19.7 per cent
in 1961,

On the assumption that 1961 participation rate of 34,86
per cent of total non-agricultural scctor’s population would
be maintained, the working population in the non-agricultural
sector has been estimated to be 3.20 million in 1966, 3.62 million
in 1971, 4.09 million in 1976 and 4.51 million in 1981, On
the basis of the alternative method, working population in
non-agricultural sector has been estimated at 2.69 million, 3.03
million, 3.50 million and 4.03 million in 1966, 1971, 1976 and
1981, respectively. Thus, during 1961-81, the additional avai-
lable Inbour force in the non-agricultural sector would be 1.69
million and 1,59 million on the basis of two alternative methods.

On the basis of the growth ratec of 6 per cent during the
1961-71 and 7 per cent during the 1971-81 periods, the total
number of persons engaged in the non-agricultural scctor is cx-
pected to increase from 3.50 million in 1961 to 8.20  million
and 8.65 million in 1981, Thus, during the period 1961-81
additional requirement of labour in the non-agricultural sector
on the basis of two different methods of assumption would be
4.70 million to 5.15 million in addition to the existing labour
force in the sector.

The additional requirements of labour in the non-agricultural *
scctor in 1981 on the basis of four different methods are
estimated at 3.69 million, 4.14 million, 4.17 million and 4.62
million, respectively (Table 2 on page 83). Thus, in years to
come, the non-agricultural sector in Madhya Pradesh will haveto
draw persons from the agricultural sector. However, the non-agri-
cultural sector will not be in a position to absorb the entire surplus
labour from the agricultural sector. Thus, the extra surplus
labour estimated on the basis of minimum surplus labour
with the maximum demand for labour from the non-agricultural
sector would be 3.19 million in 1981 as compared with 3.28
million in 1961. Alternatively, if we co-relate the maximum of
surplus agricultural labour with the minimum of demand from the
non-agricultural sector, the unabsorbed agricultural labour would
be 10.61 million in 1981 as compared with 5.85 million in 1961.
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TABLE 2—~DEMAND AND SUPPLY OF LABOUR FORCE IN NON-
AGRICULTURAL SECTOR IN MADHYA PRADESH BASED ON DI-
FFERENT METHODS — 1961-81

{In million)

o——

Method of Estimation 1961 1971 1981

1. Sepply Estimation
{2) Urban labour participation rate

method - .. 2.8 3.62 4.51
{® Registrar-General's method 2.44 3.03 4.03
II. Demand
{a) Mecthod1 .. .- . .. 3.50 4.75 8.20
() Method 1T .. .. . .. 3.5 5.20 8.65
M1, Additional Requirements
A) 11a —Ia . . . .. 0.69 1.13 3.69
B) IIb—1Ia . . . .. 0.69 1.58 4.14
C)lla——l(b(% . . .. . 1.06 1.72 417
(D) 1) — 1(b) .. . . .. 1.06 2.17 4.62

.

It is a paradox that despite large minerals and other resour-
ces in Madhya Pradesh, 50 per cent of the working population
inthe State is unemployed or underemployed. This surplus, both
oflabour and other resources, could be utilised for stepping up
the rate of capital formation. However, this would call for gea-
ring up of administrative machinery. Further, with the increase
in employment the demand for consumption goods might
increase. Unless supply of these goods is increased, an inflationary

- pressure would emerge. The full utilisation of man and power
resources would require intensive development cf agriculture
through increase in the minor irrigation, soil conservation,
development of small-scale industries, cottage crafts, etc. which
would provide employment to agricultural labourers during the
spare time.” Further, the pace of development, both in agricultural
and non-agricultural sectors, will have to be considerably stepped
up to provide gainful employment to increasing work force.

From this empirical study, the author has come to the
conclusion that Nurkse-Lewis model regarding the transfer of
population from agricultural to non-agricultural sector will be
applicable to Madhya Pradesh economy during the period 1961
to 1981. Prof. A. M. iKhusro’s contention regarding the eco-
nomic development with no transfer with regard to India’s econo-
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my as a whole. may not be applicable to the State of Madhya
Pradesh.

As pointed out in the foreword, Dr. Ratnawat’s study is
probably one of the first efforts made by an economist to analyse
the situation of underemployment and unemployment :in rural
‘areas in a backward State like Madhya Pradesh. . However,
on the basis of empirical study confined to 11 villages in one divi-
sion of the State, it will not be possible to test the applicabilify of
two diverse models of ‘development and suggest any remedy for
the solution of the problem of surplus agricultural labour.. - With
the technological changes in the field of agriculture, employment
potential in Indian agriculture might have undergone some, ‘chan-
ges. It is, therefore, necessary to undertake similar studies in
agriculturally advanced States like Punjab and Haryana. The

" methodology employed by Dr. Ratnawat for measuring disguised
unemployment and surplus rural populatlon would prove useful
for such studles on underemployment in the agr1cu1tural sector.

. With large urban unemployment and economic and‘ socml
problems faced by overcrowded cities due to the concentration of
industries, it ‘may not be rational to encourage large migration
of surplus populatlon from rural to urban areas.y: 1 Gy Ay

.. A new strategy. of rural 1ndustr1allsat10n should be evolved
which. would help in utilising the locally available natural resour-
‘ces and prowde adequate employment so as to .counteract
the attraction of mlgratlon to urban areas. Further, the product-
process composition should aim at satisfying the needs-of local
~tural population based on locally available natural resources.
As Shri Bepin Behar1 has pointed out in his book ‘Rural Indus-
trialisation in India’, that “‘Rural industrialisation based on concés-
sional finance, techno]oglcal implant etc. has failed to trlgger oﬂ'
self-generating growth. In fact, raral exploitation has beenin-
tensified by the centralising mﬁuence of modern industrial system”’.
Before undertaking rural industrialisation programme, the locally
available resources and local demand should be surveyed. In
short, a realistic approach to solvmg the rural unemployment
problem would require the economic decision to be evolved at
- village level. The development of agriculture, irrigation and
village industries has a direct bearing on the solution of the
problem of rural unemployment but none of these would. genetate
abiding interest among villagers unless the enthusiasm is aroused
from the very beginning.
K. M. MANDAVAWALLA.





