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CHAPTER-ONE



INTRODUCTION

Acriculture is the mainstay of Indian economy.
Indian acriculture, which used to te of suhsistance nature,
not so long aco, 1s continuously kein¢g transformed into a
business propositicn, This transformation of acriculture
has presag¢ed into a trend with the advent of creen
revolution in the mid-sixties, which has ty now sprezd to
some parts of the country (more than 15% of the total
cultivakble area). Various incentives are keing offered to
make farming a lucrzative enterprise so thet the agriculture
sector crows faster and generates enouch income aﬁd
surpluses to sustain the tempo of planned devel opment
process which was initiated in 1651-52.

The performance of acriculture has keen very
pfbmiéing particularly in recent years (1980 ohwards). The
food producticon, which was meagre 50 million tonnes in
1950-51 has jumped to 150 million tonnes in 1¢85-g6.
Notakle fezture of acricultural producticn during recent
Years was the limited impact of adverse weather during
1982-83 which if it presages in a long term trend, implies

' . . . R 1
a substantial improvement in food security-.

L Governmenit of India. Seventh Five Year Plan, Vol, I,.
Pe 1.
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Haryana, which is one of the most flourishing States
of India, has recome advanced acgriculturzlly owing to the
introduction of green revolution, which has, by now, spread
alrost to the entire State., The acricultural production has
gone up from 25,92 lac tonnes in 1966-67 to 81.46 lac
tonnes in 1985-86, The State contrikuted 35 lac tonnes of
food orzins to the centrzl pool in 1985-66, But the share
of acriculture in %he State's domestic product has decreased
from 65;74 in 1966-07 to 44.82 in 1985-8€ motwithstanding
the increase in the contribution of agriculture from Rs.355.44
crores in 1966-67 to RS.2392.85 crores in 1985-86 in State
domestic préduct in absolutel terms.

The State has successfully exploited its acricultural
potentigzl throuch the operation of different schemes/
proorammes meant to benefit the farmers, The State and
the farmers are incurring huge expenditure and investment
for agricultural development, This has raised acricultural
output, farmers income and their standard of living
substantially, In the transformation process, it is important
to examine the changing pattern of income, investment,
expenditure and savings of farming community. It may provide
useful indicaters for the planners and policy makers to
sustain agricuifurél.develOpment process with desired level of
social justice. Now doubts are being raised about the fair

and equal distriktution of gains of new farm technology among
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the farming community. Of late it has also become doubtful
whether the rate of agricultural development can ke sustained
at the desired level. It is, therefore, important not only
to okserve the concentration of income and expenditure of
farming community but also the savings left over with
different categories of farmers after meeting their needs.

The economists have given much heed, in the past
several decades, to the estimation of’savings behaviour in
high inrcome countries, This has led to the development of
several useful theories akout saving kehavicur in these
countries. Only recently, however, some studies have been
conducted in low income countries to this effect, The
paucity of and deficiencies in data has come in the way of
application of new and useful theories of saving behavicur
to the rural households, This is due to the fact that
farmers donot maintain any farm and household records.
Those who engage themselves in this task of gauging rural
household saving behaviour have to depend either on
information collected about current income from farmers
throuch personal interviews or on fragmentary cross-section
information which may throw some licht on rural savingos
behaviour.,

Institutional crédit acencies have to play an
important role in the modernisation process of agriculture,

However, these agencies need to ke self-reliant through
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effective collection of puklic deposits in order to take
developmental activities without any financial kottlenecks.
Also the urqgency of raising financigl respurces of
institutional credit agencies assumes added significance to
provide protective cover against mounting overdues gznd
clso in view of the recent stipulation of minimum involvement
of own rescurces of co-operatives for short term acriculturszl
1ending.qger§tion by the National Bank of Agriculture and
Rural Development (NABARD)I.

The agdregate saving rate of Indian economy from
meacre 7.0 per cent in 1950-51 .has cone upto 23.3 per cent
in 1984-85 which gives encourzcing picture for effective
deposit morilization. However, disaogregated data on
returns and regional rural income and saving series are not
availahkle to indicate saving potentieal areas and potential
depésitors in rural areas. The availakility of such
information with ingtitutional credit agencies is guite
essential to plan for effective deposit mobkilisaticn,
These institutions need to take into consideration the
socio_ecoﬁomic characteristics of farming/rural households

interface with their income, savintigs and expenditure pattern,

Report of the study Group on “"Norms for Involvement of
Respurces Ly State and Central Co-operative Banks in
Agricultural Lending" Bowmbay: National Bank for
Agriculture and Rursl Development 1984,



Otjectives

This study assumes new importance ky way of empirically
analysing the effect of new farm technolocy on income,
expenditure and savings of farming community in an area
where agriculture is moving moderately towards moderntisation
in one district of Haryana State, Specifically, the main

objectives of the present study are as follows:

1. To estimate the current incomes of rural keneficiaries.
2. To estimate farm expenditure of the keneficiaries,

3. . To estimate family consumption excenditure, and then,
4, To estimate the surplus left with them after meeting

their needs.
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REVIEW OF LITERATURE

only very few studies have kbeen conducted to determine
the farm saving behaviour in India and asbroad. During the
past one and a half decade, the economists- the agricultural
economists in particular, have tried to estimate the farm
saving behaviour in developing countries, The farm savings
have been estimated by direct (income method) as well as
indirect (asset accounting method) methods, An atterpt has
been made to review here critically the research studies
conducted in India and abroad pertaining to income,
expenditqre and saving behaﬁiour of farm households,

Kelley and Williamson (1¢68) provide an explanatcry
analysis of household saving kehavicur in the Jogjakarta
region of Indonesia (1¢58-59), It tries to examine the
impact of occupation and source of earnings on savings,
Life-cycle formulations are also investigated. The average
saving ratio for entire Jogjakarta sample is only 1.6 per
cent, but the range lLetween occupational groups is large.
The farmer, the governrment employee, and the urban wage-
earners are found to ke all negative savers, while the
trader-craftsmen and the owner of rLusiness have averace
saving ratio of 7.5 and 5.8 per cent, respectively. A
considerable variation within the farm class is found
owinag to its heterogenous nature,

Panikar (1970) from the analysis of some family budget

studies in three widely dispersed recions of the country
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showed that the @ross rural savines ranged from 8 per cent
upward of gross income per family., It was found that rural
families have a higher propensity to save than their urkan
counterparts which lie in same income strzta., A hich

‘decree of concentrztion of rural savings among the cultivating
families, and among the 'bkig cultivators' in particular was
observed. It was nsticed that bulk of rural savings was
invested by savers directly in their nousehcld enterprise

and almost the entire in farm assets, especially land, buildings,
etc.,

Rask and Danny (1971) estimated a saving potential
ranging from seven to fifty per cent of the net incomes of
over 800 farm families in Southern Brazil.

Chavhan et al. (1972) studied the saving-investment
behaviour of small farmers in Sancli district of Mgharashtra.
Some of the farmers selected were covered under *Integrated
Area Devel opment Scheme (IaD)' and othelz were non-
participants, They found that the averzge income of those
small farmers who did mot participate in I2D scheme was
Rs. 3356.20,., They found it to ke significantly hicher than
the averace income of the participants which was over
Rs., 2800, This was due to the fact that farmers selected
under the scheme were precisely the poorest among the
small farmers, They also found that income-~either aksolute

or relative is the single most important factor influencing
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savings and consumpticn kehaviour, &as much as 63 per cent
of variation in savings of participants was explained by
variation in absﬁlute or relative income, whereas it
explained 66 per cent of variation in savings of the non-
participants, The marcinal propensity to save of the
participants was about 34 per cent and of the noneparticipant
it was found to ke zbout 42 per cent,

Nardal (1972) attempted to study the extent of
disparity in income andé savinags of progressive farmers in
Harvana. A sauple of demonstration farms was taken up for
the purpose, A cdnsiderable veriation in szving existed
among the'prCQressive farmers in all years covered bty the
study, The net saving ratios showed that the averzge
Saving-income ratio increased with increase in farm size,
level of mechanisation and formal educaticn of the head of the
family. The marciral propensity to save was found to be
akout 34 per cent, The.income elasticity of savinags was
obtairned as 3;25 implying that one per cent rise in farm
family income increased savings ty 3,25 per cent. It was
concluded that the new prosperity in acriculiture had salutary
effect on the propensity to save and invest asmong the
progressive farmers of the Stzate of Haryana.

Mikesell and Zinser (1973) reviewed the -studies
relating to savings in developing countries where they
found no consensus In support of any of the major hypotheses

formulated (and tested) for developed countries., They found
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that most of the studies showed the average saving rate was
positively related with the rate of gmwth of GNP, The
validity of tests of income-saving relationship is impaired
by the absence of reliakle information on savings behaviour
of households ky income class and by type of saving.

They also found substantial agreement among the
investigators that saving in developed countries was
negatively related to net capital imports, and that
measured saving was respbnsive to changes in the real rate
of interest. They found no consensus on the effects of
taxation on agcregate savings tut this relationship
undoubtedly varied among governments with different tax
structures and fixal policies, One general conclusion they
gained from the studies was that agaoregate saving was a
function of a number of independent variables which together
with saving propensties determined the course of economic
development, Nevertheless, greater knowledge of saving
propensities of different catecories of transactors, e.g.
households, private corporations, fammers, and unincorporated
urkan firms, was highly desirakle for policy guidance in the
areas of taxation, interest rate policy and financing
policies generally.

Tuan (1973) estimated growth rate's df 22 per cent of
farming saving from current cash income in the year 1369=70

from farm records, in a study of determinants of finanecial
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savings in Taiwanese farmers' association.

Ong et al, (1976) provided information on rural
household savings and some of its determinants in Taiwan
during the 1960s, The household data from a farm record-
keeping project were used in the study. Saving capacities
were estimated throvgh income-consumption relationships.f
Average propensity to save was found to increase with
increase in farm size., In other words, average propensity
to save increased with increase in income., The voluntary
savings per farm family in Taiwan from 1960 to 1970 were
estimated to increase from 13 per cent in 1960 to 28 per
cent in 1968 followed by a decline to 12 per cent in 1969,
and then an increase to 20 per cent in 1970. They concluded
that very larce voluntary rural saving capacities emerged in
rural Taiwan during the 1960s.

Kalla (1977) estimated an average 17 per cent of
savinc of net farm family income of a sample of 140 farm
families in Udaipur district of Rajasthan. The marginal
propensity to save of sampled farm households was found to be
16 per cent, The direct as well as indirect methods of
measurement of savings were used in his study.

Lluch et al, (1977) used time-series and cross-section
data from a total of 286 countries spanning the development
spectrum to investigate demand and savings pattern. It was

concluded that the marginal propensity to save was markedly



for
larger for the farmers than/other socio-economic groups

identified in the study-workers, urktanities, etc, Estimates
based on cross-sectional data for farm household's indicated
a marginal propensity to save as 0.54 in Korea and 0.75
in Yugoslavia, It was argued that the rural households as
a whole exhibited savincs responses very similar to those for
urban households, The relative instability of farm income
and permanent income hypothesis of consumption behaviour have
been argued to jointly imply that the marginal propensity to
save out of the current income was likely to be higher for
farmefs than for other socio-economic groups considered in
the study. The basic tool in this study to model household
decisions on savings was a single linear demand system with
current disposakle income and prices as explanatory wvariakles.
Adams (1978) reported that substantial vpluntary rural
household savings capacities exist and that household savings
were stroncly influenced by rural financial markets,
Development from kelow in his opinion was the only way to
reach rural poor effectively., He outlined a saving
programme, which might be the first step in a bootstrap apprcach
to rural development in low income countries, which would
stimulate rural poor to increase their own capital base,
provide a more healthy environment for local organisation
(to orow and allow local financial institutions to integrate)

with national financial markets, He propounded that current
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financial market policies in most less developed countries
were an unimitigated disaster for most rural poor.
Suggestions were made for making policy adjustment so that
rural poor could ke more fairly treated by this most
important instrument of rural financial markets.

Hyun et al, (1979) studied the savings behaviour of

-
%

rural households in South Koreg from 1262 to 1976, Their
study arrived at two important conclusions, The first was
that farm households in South Korea had savea voluntarily
a remarkabtly large part of their incomes since the early
196054 During the late sixties these househglds saved, on
the mé?gin, about one-fifth of their transitorY incomes, The
seconad conclusion was that useful measures of permanent and
transitory incomes could be estimated from cross-section data
and that these estimates could be helpful in understanding
of saving behaviour, The results of their study are
optimistic about mobilising voluntary rural savings in low
income countries, Spurts in income may result in househpld
incomes with sicnificant transitory components whiéh were
hiahly susceptilkle to saving opportunities and incentives,
Shetty and Menon (1980) examined the economi¢ growth
vis-a-vis high rates of savings and investment, The rate of
growth, during the period they covered, was Eelow Qhat the
high rates of savings and investment would lead one to expect,

They concluded that somewhat increase in domestic savings could



be due to extraneous factors like compulsory deposits and
foreign inward remittances, Further, it was very likely thst
these szvings had keen ahsorked ky unprecedented increase in
the fingnhcial costs of projects, whether in the agricultural
seCtor or in the industrial sector. To this extent the
economic system had failed to take advantace of The increased
domegtic savings, The present situation, they arcued, was

one where for want of effective demand for final c¢oods-
investment goods and mass consumer coods ~ the crowth
movement was conhtained.

Chase and Lerohl (1981) provided estimates of the
economic well-feinc of Canadian farmers in agcrecate and hy
provinces. Economic well beinc was measured bty using the
notation: Economic Well-being = A(FW) + Y, where & i5 the
annuity formela, NW is total assets minus ligkilities and
Y is total money incore (independent of assets). By using
this guproach, it was concludecd that the economic well-keinc
of the canadian farmers had improved in rreal terms since 1%&7.
However, the disparity in measures of well keing among the
provinces is found to have increased. Qff-farm income angd
annuities of nmet worth seem to have increased in importance,
relative to economic well-teing measures, though at cifferent
rates in different provinces,

Krishna and Raychauvudhburi (1982) reported on trends in
a) rural household savings; k) net capital formation in

agriculture and c) the crowth and composition of tancikle net
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wealth in rural India during the -year period 1950-51 to
1973=74. They concluded that the general level of rural,
cross-sSection savings/investment ratio varied Eetween 10
per cent and 44 per cent which was clearly hicher than the
all-India time-series ratios which were of the order of 3
per cent, They reported that irn the tetter-irricated,
more rapidly innovating recicns, savings/investment rates
tended to be higher than in the country as a whole. In
spite of high saving/investment rate in some regions, the
all-India savinc/investment rate remained low because the
pooreyr, drier, and less dynamic recions dominated it,
According to them the technological improvement after the
mid-sixties was the basic explanation of the rise of saving
rate overtime after the mid-sixties,

Mody (1983) concluded that real saving rate had shown
no perceptitle secular tendency to rise during the last two
decades (1961 to 1978). The saving rate has remained 8 to
9 per cent, within the rural households, aoricultural
households have had a slightly hicher saving rate, The
capacity cf rural households to save had clearly Leen
limited, The economy-wide savings rate being significantly
hicher than the rural rate and had als¢ Leen orowing. There
‘could be prokably good reasons for a non-arowing rural
savings ra#e. The relatively steady rural savings rate was

consistent with an almost stationary rural per capita income.
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Also, at the all-lndia level, there was no acceleration in
production during the last two decades {covered by the study).

Kumar et al. (1984) analysed the determinants of savings
and capital formation in the farming sector. Specifically,
their study examined the impact of terms of trade, and rurzl
savings on the overall capital formation in farming, and
-also the impact of terms of trade and income on rural savinzs,
The terms of trade and income were found to influence the
level of savincs, It was revealed that the terms of trade
did not affect the rurzl savings in the 'pre-green revolutiont
period, However, the terms of trade factor was found to have
a significant impact on level of rural savings in the ‘post-
green revolution' period. The terms of trede factor had an
adverse effect on the rural capital formation in the 'pre-
green revolution' pericd. However, the rural saving was the
important factor determining the level of capitzal formation
in the'post-green revolution'pericd, The saving also
contrituted towards capital formation in the 'pra-green
revolution' pericad,

Rap and Kumar (1984) showed that the marcinal
brcpensity to save and averzge propensity to save of rural
household sector are 0.39 and 0,16, respectively, They
found substantial evidence in current income playing é very
important role in accounting for variaticns in saving, The

strict version of Friedman's hypothesis did not sppear to ke
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valid, thoucgh there existed a permanent income type of protlem.
The study also provided good evidence for the presence of
*"Pigou effect" and substantial support tc Katona*s habit
persistence hypothesis, The interaction bketween income azngd
wealth was found to ke significantly Qdifferent for
professional and clerical groups from that of administrative
‘groups. The same was true for matriculates as compared to
illiterates. Interaction varicble was sicnificant for other
groups classified by tenrwrial status and age., An unusual
behaviour was observed in the case of postgraduates., The
generél behaviour of home-owners was okserved to ke different
amonyg the agce group 30-59 households from that of kelow 30

and above 60 Years age aroups, They found an inverse
relationship between level of saving and size of the household
in rural India,

Saran {(1984) analysed some of the major determinants
of rural savings in India, Some of the factors were found to
influence savings in a positive manner while others in a
negative manner, Income was found to affect the saving in a
positive direction. The saving income ratio in higher income
brackets was not only larce, kut larger than those in the
urban sector. The difference between actual wealth and
normal wealth when sﬁfficiently large people were temgted to
save duriné thelr earning years to maintain their consumption

standard during old age, the emergence of transitory income
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facilitated savings., Low level of education and high
dependency ratio tended to pull the savings dowhward,

Borah (1985) attempted to study the behavioural
inter-relationships between income consumpticn, expenditure,
savings and investment in rural areas of Assam. 1t was
argued that for a study of household savings and expenditure
in rural areas, it was the total income received ky the
households rather than the disposable income that could Le
more important, The arguménts were ktased on the study of
data from three villages of Assam, It was observed that
the pér household income from agriculture increased as the
ferm size increased although the increase was not proportiocnate.
About 79;46 per cent of the Variations in output were
explained by variations of farm size, In general, a positive
relationship was found between family size and annual income
of the household, of course, with few exceptions. A
relatively strong relationship between investment and income
from all sources wasS also observed,

Lund and Derry (128%) attempted to identify the
effects of various household characteristics - location
(both country/recion and type of area), income, household
composition, age of housewife, housing tenure and freezer
ownership on household food consumption. The results
indicated that all the above said variables were important in

the explanation of househol's food consumption pattern. The
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study also indicated that the relatively high (per capita)
househnld food consumption and excenditure of some households
could be explained by their associated characteristics (small
household size, few children, few meals, etc,).

Pavaskar and Dhamodivala (1985) in their survey on
aaricultural savings concluded that the marcoinagl propensity
to save of the farm households was sicnificantly high
(between 0.54 and 0.72 in their case) for all income classes
akove Rs, 25,000, except for the income class 2f Rs. 1 lac to
Rs, 1.5 lac, This testified to the fact thzat the affluent
agricdltural.households value savings as much as, if not
more than, their counterparts elsewhere, they clzimed. Thus,
they arcued that growth in agricultural incomes had a
beneficial impact on savings, They used the simple accounting
technique in their study.

Henry (1986) tried to examine the variation of cost
with farm output (and farm size) in a numkber of LDC'eg, in
order to gppraise the possikbilities of land redistri*ution
from large to small farmers. This guestion was addressed
with respect to rice sector in Guyena, It was concluded
that there existed sicnificant economies of scale in rice
production. These were found to diminish with increase in
gxoss-outpﬁt‘and value-added, A farm size of rouchly 13
hectares was founcé to give optimal rice yields. All farm
sige above 13 hectares were inefficient and hence could be

redistributed,
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Kamaiah and Naidu (1986) tried to bring into focus
the differences and similarities in respect of coveraoge,
procedures, methods and approaches used ky orcanisations
like Reserve Bank of India, National Council of a.plied
Economic Research (NCAER) and other independent research
institutes in compiling and g¢enerzting data on savincs in
India. They alsoc discussed some concestual issues such as
proklem of measurement of consumption, inclusion oi durakles
in savincgs, nature of currency component and contractugl
savings and investment in human capital. Their arguments were
in thé nature of a general r=view and no concrete conclusions
had keen arrived at.

Muzumdar and Menon (1986) presented an analysis of
trends in savings and capital formationé?%e rvral sector,

'~ They noted that the net-saving-rural income ratio tended to
decline from 2.4 to 2.02 during the decade endinc 1661-62; the
ratio, however, improved stezdily thereafter tc reach 3.78
by 196o.67, In the early seventies the ratio rose
sicnificsntly touching an all-time high of 4.10 in 1272-73

elow
Even this level iséyhat Arthur Leylis has characterised as

the typical indicator of a backward economy. The szaving-
income ratio of household sector increased smoothly, on an
average, from 10 per cent in the sixties to 14 per cent in
the seventies, However, the savings of the rural househplds

in relation to GDP recorded a much smaller rise from 4 per cent
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in the sixties to 5.5 per cent in the seventies, The relative
contribution of rural savinas to agcregeste savings of the
household sector, as a whole, decreased f£rom 37 per cent in
1972-73 to 21 per cent in 1978-79, They concluded that the
prospects for improving the rates of savings and capital
formation have brichtened with the implementation of procrzmmes
such as IRDP, MNP, NREP, RLEGP, etc, in recent vears
specifizally tailored to strencthen the socig-economic
infra-structure of development in rural areas to ameliorate
rural poverty and to narrow down recional disparities.

In the developing countries, the progensities to
Save have beeﬁ found to be sukstantial. The rural saving
behaviour of rural households in these countries have been
estimated by using theories of saving behaviour developed in
the aavanced economies of the world-either by slichtly
modifyinc the theories or by adding few other variakles to
these models. The saving capacities have keen measured bty
using income method or asset accounting method, The asset
accounting method of measurement of savings is tedious
owing to scanty information on related aspects in the

developing countries,



CHAPTER - THREE



METHODOLOGY
I

The study is confined to Bhiweni district where the

- first Reclonal Rural Development Bank was opened in the
State on Qctoker 2, 197% even though the-district is not ap
acriculturally advanced part of the State, The study is
based mainly on primary data sources, Nevertheless some
secondary data from purklished ané unputlished documents of
Bhiwani district have been collected and used in the study,
A three stage stratified random sampling technigue has been
adopted for drawing the sample respondents in order to
collegt primary data for the study. The three staces of
sampling consisted of i) the selection of tlocks,

ii) the selection of sample villaces and 1iii) the selection
of reneficlary households. the ultimete sample unit, A

detailed procedure of sampling is explained telow:

a}) Selection of klocks

The first stage of sampling procedure invplved the
selection of klocks. There are eicht blocks in the
district namely Bhiwani, Bawani Khers, Loharu, Tosham,
Charkhi Dadri ;, charkhi Dadri I1I, Eadhra'and Siw;ni. Qut
of these, Charkhi bad;i II and Bhiwani blocks were randomly

selected for the study.

b) selection of wililagesg

The second stage of sampling procedure deals with the
selection of villages, A complete list of villages in the

two Selected bklocks was prepared, From the list of villicges
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of each klock, three villages were randomly selected from
each of the two klocks for the study, The selected villages
were 1) Chapar, ii) Dhoki and iii) Pantavas from klock
Dadri II, and iv) Prem Nagar, v) Nimriwali and vi) Kitlana

from Bhiwani hklock,

c) Selection of respondent keneficiaries

The beneficigries were those account holders in
different credit institutions covering the selected villzges
who were advanced loans by these credit agencies, An effort
was Mmade to prepare a complete list of beneficiaries of credit
institﬁtions in respect of each of the selected willages
even though credlt institutions are supposed to maintazin the
secrecy of the names of the beneficiaries. From this list,

a total of 100 beneficiary households were randomly selected
from six selected villages, Villace-wise break up of
sampled keneficiaries was 20 each from two villages Chhapar
and Kitlana and 15 each from the other four villaces - Dhoki,
vatanwas, Prem Naggr and Nimriwali, The keneficiaries

were classified into three catecories viz., small, medium
and large, on the basis of the size of thelr operational
holdings, The beneficiezries whose operaticnal hpoldincs

not exceed 5 acres, 5 to 16 Qpres and above 10 acres were

characterised as smill,. medium and large farmers, respectively,
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Collection of primary data

The data on income and expenditure of selected
beneficiary households were collected throuvch personal
interview with them andﬁﬁiscussion. A comprehensive
schedule was developed and convassed to the sample households
to elicit the required data for the study pertaining to
aqricultural vear 1284-87. The schedule soucht informaticn
on farm f£amily income from different sources say crops,
dairying andz:zother livestock, service, tusiness, remittances
and other‘miscellaneous sources, farm family expenditure
including farm expenditure, domesﬁic consumpticn expenditure
and other adhoc expenditure on miscellaneous items. The
difference betyeen the current farm family income and
current farm family expenditure provided the information on

the magnitude of saving or dissavings for the respondents.

Analvtical tools

The primary data collected from the respondents were
mainly subjected to takbular anglysis of averages and
percentaces to fulfil the stated okbjectives, However, the
Lorenz curve and Gini concentration ratios have also been
used to see the concentration of land holdings, farm family
ircome and expenaiture, . Gipi concentration ratio is used
to indicate the r¥lative distributional inejuality.

Gini corcentration coefficient can ke viewed in terms
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of Lorenz curve where the percentage of the population units
arranged in income classes from the poorest to the richest
are shown on the horizontal axis and the percentage of
income/expenditure, or any other variakle, of each
percentile group is shown on the verticsl axis, When each
population unit has the same percentage of income, the
Lorenz curve will coincide the diaconal showing that
income is distrituted with Lerfect eguality. In case, there
is igpeguality in the distribufion of income, the Lorenz curve
will lie kelow the diaconal (Fic. 3.1). Severe the
inequality, the farther away wil) ke the Lorenz curve from
the diaconal, Gini concentration coefficient is, then the
ratio of the difference hetween the diaconzl and the Lgreng
curve tc the region underneath the diaconal. If area inside
the Lorenz curve is A and that outside the Lorenz curve is B,
then Gini concentration coefficient is A + (A+R).

Gini coefficient is exactly one-half of the relstive
mean difference -~ arithmatic averzce of the absclute values
of differences between all pairs of a varizkle, here, x4

Equaticon £or the Gini coefficient is derived as follows:

G

tt

1 i=n 1=n
—————)
( 2n2u Z Z (Xi-xj‘) e v o (1)
i=1 j=1

J
G = L-'( % '_J Z Min (xi,xj)..... (2)
J
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= L z
G =1+5-( -;2: Fo(x)¥2x, +. ., +xn) . e (3)

for x1>/ x2>/ oo ), Xp

The value of Gini concentration coefficient (GCC)
is bounded ty zero and one-Zero value of GCC shows perfect
equality in income distrirution., On the other hand, when
GCC is one, there is perfect ineyuality in income
distribution. The higher the value of GCC more the
disparity in the distritution of income, Equaticn (3) is
used to measure the extent of inejuality in the distribution

of incore/expenditure.



11 ~ GENERAL CHARACTERISTICS OF THE EHIWANI
DISTRICT AND THE SAMPLE HOUSEHCLDS

In this section, a kroad view of the Bhiwani district
along with the socio-economic background of the sampled

household is presented.

3.1 General characteristics of the Bhiwani district

Bhiwani district has four sukdivisions - Bhiwani,
loharu, Charkhi Dadri and Siwani; five tehsils - Bhiwani,
Bawani Khera, Loharu, Charkhi Dadri ana Siwani and eicht
blocks - Bhiwani, Bawani Khera, Loharu, Tosham, Charkhi
Dadri-i, Charkhi Dadri-I1I, Badhra and Siwani. The
district Sp&Ns an area of 5099 sq. km and, has a population
of the macnitude of 9,20,052 (according to 1981 census) out
of which 83,98 per cent of the populetion live in the rural
area

The averacge size of operational holdings was 4.09
hectares in 1980-81. The numbker and area of operational

holdings by size croups in Bhiwani is given in Table 3,1.

Takle 3,1: Number and Area of QOperational Holdings by Size
Groups in Bhiwagni: 1930-81

S o

—— U

S.No. Size group t(ha) Number %%  zrea (ha)
1. 0=2 44513 452 42718
2, 2-5 22702 23l 60976
3. 510 19136 19°4 124447
a. 10-30 11633 110% 0 148112
5. Above 30 392 05 16723

Source: Statistical Abstracts of Haryana 1935-86,
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Takle 3.1 shows the extent of inejuality of
operational holdings in the Bhiwani district. A very
large chunk of the population of district owns operational
holdings of smaller sizes which are generally fragmented and
thus, invariably, economically nonvigkle, The proportion
of the population in the size group 0-5 hectares,i.e.

63,32 per cent has only 28,04 per cent of operational
holding whereas only 31.868 per cent of populatian which

owns above 5 hectaresz of operational holdings cultivates
71.96 per cent of the operational holdings. This pattern
of distribution of operational holdincs guite okviously
trigers the ineguality in the distribution of incowe, 1In
the rural areas, this is primary factor which determines
the extent of inegquality of distribution of income and
other assets. The inequality in the distrikution of
operational holding has increased OVErrtﬁe years even after
the carrying out the land reforms. ... land is gradually
paésing on to a new class of larce farm entreprenuers, ...
particularly in agriculturslly advanced regions of Punjab
and Haryana. In 1970-71 in Punjalk (including Haryana),
even thouch only 9 per cent of households did not own any
land, as much as 54 per cent did not cuitivate any land

e &

shows that inejuality in the distribution has increased

unambiguously between 1960-61 and 1970-71.1

Bardhan,P . K, (1984)., land, labor and rural poverty.
Oxford Univ, Press, Oxford.p.46
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3.2 Socio-economic background of the sampled households

3.2.1 Ponulation structure

The population structure of the sampled households
is given in the Table 3.2. It shows that the pronortion
of the population above 15 years of age is about 57.34 per
cent, This segment is cgenerally the productive constituent
of the population. The proportion of the population in the
age group below 15 1s 42,66 per cent, This secoment is
unproductive and depends, for its consumption needs, on the
productive segment of the population.

The ratic of adult male population is 32,986,
of adult female population is 24,38 per cent, of the total
sampled population. The ratio of the populetion in the
age group of 8 to 15 is 24 per cent, and that of the age
aroup below 8 is 18 .66 per cent of total population of
the sampled households, The proportion of the population
of the sampled households which i1s employed outside is
6.34 per cent, This seogment is a source of income for the
household and generally does not decenrnd on the household for
the consutption needs. The proportion of college-going
members in the population of the sampled households is only
2,24 per cent, This secment depends on the productive group
for ité consumption and other needs, Thus, akout hglf of

the populétion of the sampled households is unproductive,
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Table 3.,2: Population Structure of the Sampled Households

Particulars , Number Percentage
Male 15 255] 46! 2.96° | o 5.34
Femal . 196 24,38
~-15 - 194 24,007,
8-1 bl 15 | 19:)544 4.007) 4 o g
<8 150 13,66 |
Arove 15 461" 205 57.34"] 5o 0
Below 15 344\J 42,66
L
Memkers employed 51 6.34
el sewhere
College-going 13 2.24
members
Total 805 100.00

—— ¢ ——

3.3 Distrikution of operated area among the sampled
households

The distribution of operational holdings among the
sampled households is hichly skewed. &About 80 per cent
‘of the households own only 43.87 per cent of the total
operated area of the samled households, ©On the other
hand, only 10 per cent of the households own over 39,78
per cent of the operated area of the sampled households,
In view of such uneven distrikution of operated area, the
inequalities of in&Ome among the households are bound to
occur, The distribution of operated area in Héryana'(ané
Punjab) is hichly skewed even in the face of land reforms

which have been carried out in the State.



R LAY
CUMULATIVE PERCENTAGE OF OPERATED AREAS

100

90

80

70

60

50

40

30

20

10

-”t/l L ] | ] 1 ]

0 ¢ 20 30 40 S50 60 70 80 SO
CUMULATIVE PERCENTAGE OF HOUSEHOLDS

100

Fig.22 LORENZ CURVE FOR DISTRIBUTION OF OPERATED

AREA AMONG THE SAMPLED HOUSEHOLDS



Table 3.3% Distribution of QOperated Area Amono the
Sampled Households

——

Cumulative percentage Cumulative percentage
of households of operated area
10 1.20
20 3.70
30 727
40 | 11.64
50 | 16.63
60 23.23
70 31.061
80 | 43,87
20 61.12

100 100.00




CHAPIER - FOUR



RESULTS AND DISCUSSION

This chapter contains the main results of the present
study, We discuss kelow the magnitude and distrirtution
pattern of farm family income of respondents, the expenditure
incurred on farming and allied activities; the consumption

pattern and savings of the selected households.

4,1 Current income of the keneficiarv households

Income sources have heen catecorised into three
groups namely, (i) the crop sector, (ii) livestocl/dairyinc
and (1ii) non-farm activities and miscellanecus spurces. A
btrief description of each source is given kelow:

Income from the crop sector

The imputed value of total product-main- and kye-
products of crops produced at the farm that were consumed
at home and value of the product sold in the market less
cost A2 accounted for the income from the crop sector for
the beneficiaries., In other words, it is the farm kusiness

income from crop farming,

Income from livestock/dairying sector

Livestock is the next importalt source of income
after crop farming for rural households., Dairying is the
most important livestock activity éf farming households,
The imputed value of milk and milk products produced at the
farm that.was consumed at home and value of milk and

milk produttts sozd less expenditure on milk products. Feed
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cost, cash and hire charges for labour and other expenses for
the upkeep of other livestonck were deducted from the gross

income for other livestock if any.

Income from Non.farming activities and miscellaneous sources

The income from services. rendered by the family membker(s),
the pension received bty the family memper{s),the remittances
by other family member(s) serving out of the farm, income
from renting out of a piece of lana, building,

draft animals

and all kinds of machinery etc., income from any household
enterprise and income from gifts etc. are incliitded in this

grotp of income source.

4.1.1 Sources of the current income of the keneficiaries

The respective share of the current income of the’

beneficiaries from different sectcrs is civen in Takle 4,1,.1.

Takle 4.,1.1: Average Current Income from Various Sources

Catecory Crops Livestock/ Xon farm & Total
dairying misc. sources
(Rs.) (Rs.) {Rs,) {Rs, )
Small 4327 .82 1129.,.11 2871.63 8328.56
(51,96) (13.56) {34,48)
Medium 9200.78 1¢51.,16 2841.,20 13%03,14
(65,75) (13.95) (20.30)
L arge 17468 .55 2181 .33 40°8 .80 23748 .63
(73.56) (9.18) (17.26)
All ) 8619,6° 1660.81 3244.,44 14524 ,94
beneficiaries (66.23) (11.43) (22.34)

-t

— D —

Note: The ficures in the brackets indicate the percentzges,
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Table 4,1.1 reveals that crop sector contrirutes the
ﬁighést share of the current income of the household for all
catecories of households., ON an average crsp sector
accounts for 66,23 per cent of the total incerme €followed vy
the non-farming and miscellaneous sector (22.34%) and
livestock/dairying (11.43%). The close examination of the
tekle also reveals that as the farm size increases, so does
the share of crop sector' contribution to the householas?
current income. On the other hand, the share of non-tfarm
income declines with the increase in farm size. The treak-uz
of non-farm income has ncot been furniShéd for indgividual
non-farm activities providing supplementary income and
employment opportunities to the farming community because
the number of reporting households for the individual non.o
farm activities 1s small. However, non-farm income constitutes
more than one third of the farm family income for zmall
farme;s. They derive non-farm income mainly from salaries,
pensions, remittances, sale of lakour etc., Livestock
particularly dairying constitutes the single most important
source of non-tarm income for almost all tyoes of farmers
because almost all farmers of different farm sizes have some
milch cattles, Therefore, sale of livestock milk and
milk products has been taken as a separate source of income.
The relationship betweén farm size and relgtive share of

livestock/dairying in current income gopears to be necative



but not monotcnic. Thus livestock constitutes a major form
of non-land farm assets for smzller farmers which provide
them a regular source of income.

The crep sector contributes 51,96 per cent, livestock/
dairying 13.56 per cent and non-farm miscellaneous sources
34,48 per cent of the current income of small beneficiary
households, The medium keneficiasries get 65,75 per cent
of the current income f£rom the crop sector, 13.95 per cent
and it from livestock/dairyinc and 20.30 Per cent of it from
non-farm and miscellaneous activities, The c¢rop sector,
the livestock/dairving and non-farm and miscel aneous sources
contritute 73,56 per cent, 9,18 per cent ang 17.26 per cenht,
respectively, of the current income of larce beneficiaries,
Thus smaller a farm size, more diversified are the sources of

income.

4,1.,2 Per capita current income

The per capita current income as wellwas rer capita
farm business income of beneficiary households was also worked
out (Table 4.1.2). The per capita farm kusiness income of
beneficiaries was 1194.99 rupees while the per cgoita
current income was of macnitude of Rs, 1B04,34. The per
capita current income of small beneficizries was lowest while
those of large beneficizries were found to ke highest. The
per capita.farm btusiness income and per capita current income

of swall farmers were Rs. 689,54 and Rs.1327.74, respectivelv,
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While the medium farmers enjoyed Rs.1122,05 and Rs,1706, 48
per capita income, respectively. 1In case of the large
farmers pPer capita fzrm business income and current income
further increased to Rs,.1631.37 and Rs.2272,25, respectively,
The averace family size for small, medium and large

farmers households was 6.27, 8.20 and 10.45, respectively
showing a direct relationship with farm size, But current
income hed much more stronger positive relationship with
farm size as compared to family size, Therefore, per capita

income increased with the increase in ferm size.

Takle 4.1.2¢ Per Capita Current Income and Per Capita Farm
Business Income of Rural Beneficiary Households

~ (Rupees)

Catecory Per capita farm Per capita current
business income income

Small 689 .94 - 1327.74

Medium 1122,05 1706.48

Large 1671,37 2272,.25

All reneficieries 114,99 ' 1804, 34

4.1.3 Concentration of the total current income of
beneficiary households

The information regarding the concentration of the
total current income of the household is contained in the

Table 4.,1.3. The peweaszl of the taktle reveals that bottom
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1o per cent of the beneficiary households share only

2.48 Per cent of the total current income of the
beneficiaries,'whereas'the hichest share of income, i.e,
22,65 per cent is enjoyed by the tcp 10 per cent of the
houvseholds, Moreover, the bottom 50 per cent bf the
households are having only 26,95 per cent share of the
total current income of the rurzl heneficizries, The Gini
coefficient to show the extent of inesuality of distrikution
of the current income of the heneficiary households was
found to ke 0.3182. This extent of inedueality can be, to
some” exta2nt, explained by the fact that land, which is
the main productive asset of the rurel community, is
uneygually shared and also ky the fect that as the farm

Size increases, in general, so does the household income.

Table 4.1.3: Distribution of Total Current Income of
Rural Beneficiary Households

Cumulative percentage Cumclative percentage
of beneficiery of total current inccme
households ‘

10¢ 248

20 5485

30 11.95

40 16 .67

50 26,95

60 36,48

70 47.53

80" | 61.31

90 77.34

100 160.00

Gci = 0.3182

Where Gci = G}ni coefficient of dist;ibution
o? current income of the bé“@ficiaries.
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4.,1.4 Distribution of farm business income

The farm business income is the most important source
of current income of the rurzl beneficiary households, Its
distriktution among rural beneficiaries is more skewed in
comparison to that of current income of the beneficiaries,
The digtribution of farm business income is shown in the
Takle 4.1.4. The bottom 10 per cent of the beneficlaries
accbunted for only 1.53 per cent of the total farm business
income of the beneficiaries, Also the hottom 50 per cent
of the beneficiary households accounted for lesgiggngourth,
i.e, 22.77 per cent, of the total farm kbusiness incowme,

Gn the other ﬁand, the top 10 per cent of the beneficiaries
enjoyed about 25,84 per cent of the total farm business
income of the beneficiaries. Top 50 per cent of the
households cornered more than three-fourth (77.33%) of

the total farm business income. This was s0 due to the fact
that first the distribution of operational holdings was
skewed and secondly, the other sources contributed more
towards the current income of the keneficizries whose
operational holdinos were smaller. The hicher valuve of Gini
coefficient (0.3765; confirmed hicher extent of ineguality
in the distribution of farm kusiness income as compared to

total current income.
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Takle 4.1.4: Distrikution of Total Farm Business Income
of Beneficiary Households

Cumulative percentage ' Cumulative percentage of
of households tal farm business income
10 1.53
20 4,33
30 ©.34
40 15.67
S0 22,77
60 32.18
70 43.77
80 | 57407
a0 74.16
100 100.00

i Ry e Sl T i, s e N e i ! St et W ey —p =

Gfpi = 0.3758.

1.1.5 Ratio of income of different catecories of farmers

Table 4.,1.5 shows the ratios between different size
categories of farmers in respect of farm business income,
total current income, per capita farm business income and
per capita current income reflecting the maghitude of
disparity in the income of different categories of

farmers.
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Takle 4.,1.5: Ratio of Income of Different Categories of

Farmers
Farm size Farm Total Per capita Per capita
groups business current farm current
income income business income
income

Large/Small © 4,04 2.35 2.42 1.71
Large/Medium t.90 1.70 1.49 1.33
Medium/sSmall 2.13 1.68 1.63 1.29

It is gpparent from the akove takle that the disparity
between different categories of farmers is the widest in
respect of farm business income followed by total current
income, per capita farm business income and per capita
current income, respectively. The income gap is least
pronounced whnen income from all scurces are taken into
account on per capita basis, This can be explained on two
counts, Firstly smaller farmers have a more diverse income
pattern than larger ones and secondly larger farmers have
relatively larger family size, As expected the income gap
between large and small farmers is the widest as compared tn

other categories of farmers.,

Expenditure pattern
Having c¢nalysed the current farm family income of sample
households in the lasl section, it is proposed to exaline the

expenditure pattern in this section. The expenditure pattern
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includes the domestic expenditure and farm exsenditure,

4.2 Domestic consumption expenditure

Here the domesﬁic consumption expenditure, its
composition, the relative share of its different constituent
components, the extent of ineyuality in distribution of
total domestic consumption expenditure and also of the
per capita domestic consumption expenditure has been

discussed.

4,2.1 Comoosition of domestic consumption exnenditure

The expenditure incurred vy the household on food and
non-food items is included in domestic consumption
expenditure, The food items included cereals, pulses, milk
and milk products, editle oils, meat and eggs, vegetakles,
sucar/cur, salt and spices, beverages-alcohollic and non-
alcoholic. The expenditure on non—£o5d items was taken to e
composed of exwenditure on fuel and light, footwear and
clothing, education, durable coods and miscell aneous expenses

and it also included taxes and conveyance expenses,

4,2.2 Relative share of components of consumotion eyxpenditure

-

The relative share of various items of domestic
consumption expenditure is shown in Tekle 4,2.1. The food
items accounted for asvmuch as 71.21 per cent of total
consumption expenditure, The non-food items accounted for

the remaining 28.79 per cent of total domestic consumption



Table 4.2.1:
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Averace Domestic Expencditure on Verious Consumtion
Items per Beneficiary Household

—— —

Small Mediuvm Larce All tenefi-
(RS 4} (Rs,) (Rs,) ciaries
{Rs.)
Cereals 212,48 3171.93  4035.21 3082.19
(24.27) (22.83) (18 .29) (21.02)
Pyulses 265,36 367.85 671.51 417.63
(3.02) {(2.65) (2.05) (2,04}
#ilk and milk 2542.85 4342 .65 7214, 68 a441,05
o roducts (28.94) (21.29) (32.65) (31,30)
=dirle oils 135,00 175.10 182 .22 159,066
(1.54) (1.25) {(0.82) (1a13)
Meat and eggs Q,54 35,76 72,90 35.74
(0.11) (Ga27) (0.33) (0.25)
Vecetakles 284,69 465,00 815, 32 494 .44
(3.24) (3.35) (3.69) (3,48)
Salt &nd spieces 315.27 5¢2.85 812.10 516.50
' (3.59) (3.82) (3.068)} (3.64)
Sugar/cur 362.88° 586.08 54,51 602 .09
(4.113) (4.22) (4.32) (4.24)
Beveraces 327.00 5332.40 574.11 455,20
(3.72) 2.84) {2.50) {(3.21)
Frel and light 438 27 638 .96 g14,71 636.14
(4.99) (4.60) (4a14) (4,48)
Footwear 206,48 335.82 541.29 342 .87
(2.35) (2.43) (2.45) (2,42)
Dureble goods 30.68 98 .40 242,12 113.15
(0a35) (0.71) (1.10) (0.80)
Clothing 847.16 1347.40 2185.16 1387,00
(2.64) (¢.70) {9.82) (c.78)
Taxes 8.00 8.00 8'00 8.00
(0.00) (0.06) (C.04) (C.06)
Education 545.80 775 .63 1802.03 1025.85
(6.,21) (5.58) (8.64) (7.23)
Conveyance charges 173 .68 228 .52 309,35 231,65
(2,03) (1.65) (1.40) (1.63)
Miscell aneous 156,40 275,04 648 .62 338 .66
(1.78) (1.98) (2.94) (2,32)
Total 878 €, 64 13590.68 22094,93 14188 .22
{100) (100} (1C0)

(100)

Note: The figures in the *rackets indicate the percentages,

— e ——
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expenditure, Among the food items, the expenditure on milv
and milk products was the highest (31.30%) followed by
cereals (21.02%), sudar/qur (4,24%), selt and spieces
(3.54%), vegetables (3.48%), beveradges (3.21%), pulsSes
(2.94%), editle oils {(1.13%) and meat ang egos (0.25%).
While clothing constitvted the highest expenditure (9.78%)
among non food items, followed by expenditure on education
{7.23%), fdotwear (2.42%), miscellaneous expenses (2.39%),
conveyance charges (1.63%) and durable coods (C.80%),
respectively.

‘The milk and milk products accounted for highest
expenditure of domestic consumption expenditure in all the
catecories of the heneficlary households, i.e. 28.94 per
cent, 31.26 per cent and 32.65 per cent for small), medium
and larce beneficiaries, respectively. The relative higher
expenditure on home produced milk may be partly due to the
general tendency of sample households to avoid reporting
sale of milk. Further milk expenditure figures for higher
farm size catecories are bound to be relatively more
overestimated since they produce a mwuch larcer yuantity of
milk. The expenditure on cereals in relative terms declines
with the increase in farm size owing to increasing share
of costly protective food as we move higher on the farm size
ladder. éereals accounted for 24,27 per cent of domestic

expenditure of small heneficiaries, 22.33 per cent of medium
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beneficiaries and 13.26 per cent of consurption expenditure
of larae beneficiaries. The expenditure on clothing
constituted almost uniform share of 9.89 per cent of
consumption expenditure of larce beneficiaries, 9,70 per
cent of medium beneficiaries and 9.64 pet cent of
consumption expenditure on sméll beneficiaries. ©Not only
the absolute expenditure but also the relative share of
educetion expenditure was directly related to farm size,
The expenditure on beverages showed that even small farmers
were spending quite a lot on costly drinks (soft as well

as hard) indicating that quite a kig part of rural Harvana
has kecome an addict of alcohol. On relatively costly
non-food items like clothing, footwecar and miscell aneous
goods and services, expenditure tends to increase with farm
size even in relative terms, The share of expenditure on
education was 8.64 per cent, 6,21 per cent and 5.58 per cent
of consumption expenditure of large, small and medium
beneficiaries, respectively,

In view of the above analysis, it becomes fairly
evident that even small farming households are in a
position to arrange a square.meal. For essential food
items like cereal, salt and spieces, milk, pulses, vegetakles,
sugar/our etc. they are not much behing higher cateagories
of farm families. Also the nutritional standards of their

basic food kacket are not much inferior. Only for superior
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foods, other lvxury itens, élothing, footwear and miscellzneous
coods and services, the lower strata of farm families were

at some disadvantace. To the extent that somehpart of

the expenditure promotes human capital formation, poor

families need to be saved from further erosion in their
coﬁsumption standard through a policy of active state

intervention.

4.2.3 Distribution of total domestic consumotion expenditure

The information regarcding the distribution of
domesiic consumption is contzined in Takle 4?2.3, AT
examination of the table reveals that the b ottoin 10 per
cent beneficiary houSeholdS incurred 3.09 per cent of
the total household consumstion expPenditure, Moreover, the
bottom 50 per cent beneficiary households accounted onlyv
"for 27.05 per cent of total domestic consumption expenditure.
This is intended to show the extent of ineyuality in
householé consumption standard of keneficiary families,
The extent oflinequality of household consumption
expenditure distribution is slightly less skewed in comparison
to that of the current income of beneficizries, This can
be on account of two reasons, Firstly the consuming
households with limited land base and total current
household incowe are obliged to sgend more than their
current earnings. On the other hand, the consuming units

with tio land base are consuming less than their current
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earninecs, Deficit in a3 year ot two may be a normal fezture
vwith small farmers but if deficit occurs year after year,
it can lead to many sericus conseduences. They are
compelled to mortgage or sell their land, jewellery or

other assets when debt okligations pile up over time.

Tarcle 4.2,3: Distribution of Total Consumution Expenditure

" e — .

Percent of total Percent of total
households consumpticn expenditure
1C 3,06
20 7.51
30 | 13.06
40 19,46
50 27.05
60 37.03
70 | ' 48,92
80 62,62
90 78.80
100 100,00

) - e _—

Tarle 4,2.4 contagins the information concerning the
distrikution of per capita/domestic expenditure of
beneficiary housaholds, We see from the table that about
6415 per ?enﬁ per cap}té domestic expenditure is shared
by bottom 10 per cent of popuvlation of beneficiary

households, Also the bottom 50 per cent of the population



O
]
R

o 4 ® W
O o o @)
1 I T

9
o
T

\

CONSUMPTION EXPENDITURE

Q)
o
™
[}

N
o]
'n

CUMULATIVE PERCENTAGE OF PER CAPITA

o
T

! | ! | I . L |
0 10 20 30 40 S0 60 70 80 90 100
CUMULATIVE PERCENTAGE OF TOTAL MEMBERS

o)

Fig.#3CORENZ CURVE FOR DISTRIBUTION OF PER
CAPITA CONSUMPTICN EXPENDITURE



-46-

accounts for 32,59 per cent of perrcapita domestic
consumption expenditure, It may ke noted =t this stage
that the distrikution of per capita expenditufe is less
skewed as compared to the distrikution of total domestic
consumption expenditure of beneficiary families, This

is due to the fact that per capita consumption expenditure
distribution is free from the effect of family size.

The Gini coefficients for concentretion of total
consumption exPenditure and per capita consumption expenditure
further confirm the narrcocwing down of disparity in consurption
exsenditure on per cagpita kasis. This is mainly hecause
family size is directly related to farm size and per capita

expenditure is farm size neutral to some extent,

Table 4,2.4: Distrikution of Per Cagrita Consumption

Expenditure

Percent of total - Percent of per capita
members consumption expenditure

10 8.15

20 13.3°

30 - 21.35

40 30.19

50 39.59

60 49,.5¢

70 60,22

80 71.41

90 ' 84.19

1C0 - 10C, 00 .

Gini coefficient of distribution of total
consumption expenditurs = 0.3082.
Gini coefficient of distrikbutiin of per
Ccapita consumption expenditure = 0.16.
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4,3 Farm expenditure of the beneficiary hovseholds

The farm expenditure includes the cost of cultivation
of crops {cost Az) grown at the farm of beneficiary
households as well as the expenditure on maintenance of

milch animals, drovght animals and other livestock if any.

4,3.1 Composition of farm expenditure

The following items were included in its
i) Vvalue of hired human lakour
ii) Vvalue of hired tullock labour
iii) Value of owned bullock laﬁour
iv) Hired machinery charces
v) Valve of owned machine lakour
vi) Expenses on Mmanure
vii) GExpenses on fertilizer
viii) Expenses incurred on insecticides and pesticices
ix) Depreciation of implements and farm kuilding
x) Irrigation charages
x1) Leand revenue and rent paid for leased-in land
xii) Interest on working capital
xiii) Miscellaneous expenses, and
xiv) Cost of feed and fodder for the mairtenance of livestock.
The items from (i) to (xiv) constituted cost A, of

crop cultivaticn of the rural beneficiaries.

4,3.2 The relative share of different comoonent jtems of
cost AZ

The informc:ion regarding the share of different




Table 4.3.2: Break-up of Average Farm Expenditure (Cost A,) per Sampled Holding

Items/category Sma}ll Medium Large All keneficiaries
(Rs.) (Rs.) (Rs.) (Rs.)
VYalue of ullock labour and owned 1133.13 2008433 5067 .48 2572.22
machinery charges (38.96) (36.89) (29,65) {32.40)
Irrigation charces 508 . 69 1031.11 3173.80 1465,58
(17.49) (18.94) (18 .57) (1B .46)
Seed expenses 431.90 568,36 1948 .37 936,00
(14.85) (10.44) (11.40) (11.,79)
Expenditure on insecticides 24,72 60 .97 201.68 88 .64
Expenditure on manure 109,06 110.52 184,58 133.37
(3.75) (2,03) (1.08) (1.68)
Fertilizer expenses 269.90 685,96 1799.68 847 .88
(9.28) (12.60) (10.53) (10.68)
Hired-in labour and machinery charges 81l.44 166.05 991.28 384.64
(2.80) (3.05) (5.80) (4.84)
Interest on working capital 106,45 190.54 410.95 231.16
. (3.66) (3.50C) (2.58) (2.91)
Land revenue agnd rent on leased-in land 59,04 288 .54 505.90 254 .94
(2.03) (5, 30) (2.,96) (3.21)
Miscellaneous expPenses 32.58 66.42 316.18 128,96
(1.12) (1,22) (1.89%) (1.62)
Depreciation of lmplements and farm 151 .53 267.30 2461 .10 896.44

g

Note: The fioures in the brackets

indlcate the percentaaqes,
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Components of cost A, of crop cultivation of rural beneficiaries
is contained in Takle 4.3,2, The exanination of the takle
reveals thaf share of expenditure on bullock labour owned
and hired and owned machinery charges in cost A, of crop
cultivation is highest (32,40%) followed by irrication
charges (18.46%), seed expenses (11.79%), depreciatisn
charges (11.29%), expenditure on fertilizers (10.68%),
expenses on hired-in labour and machirery (4.84%), land
revenue and rent paid for leased-in land (3.21%), interest
on‘working Capitel (2.91%), expenditure on mahures (1,68%),
miscell aneous expenses (1,63%) and finally by exvenditure of
insecticicdes and pesticides (1.12%). The Bhiwani district,
which is not an agriculturelly advanced district of Haryana,
this pattern of farm exbPenditure can ke expected.

The small keneficiaries in;:urred as much as 38,96
per cent of total cost A2 crop production on buliock lakour
and owned machinery charces, followed by irrigation charges
(17.49%), seed expenses (14.85%), fertilizer expenses
(0,28%), depreciation charges (5.21%), expenditure on
manures (3,75%), interest on workinc capital (3.66%),
hired-in labour and machinery charges (2.80%), land revenue
and rent on leased-in land (2,03%), miscellaheous expenses
(1.12%), and expenses on ipsecticides and pesticides (0.85%).
The pattern of expenditure on different items of cost A, in

case of wedium bheneficiaries is as follows: Highest
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expenditure on kullock lakour andg owned machinery charages
{36.89%) is followed by irrication charces (18.94%),
fertilizer expenses (12.60%), seed expenses (1C.44%),

land revenue and rent on leased-in land (5.30%), depreciation
charges (4.91%), interest on working cagpital {3.%0%),
hired-in labour and machinery charces (3.,03%), expenditure

on manures (2,03%), miscellaneous expenses (1.22%) and
expenses on ilnsecticides and pesticides (1.12%}, respectively,
On the large ferms the share of expenditure on 5ullock labour
and owned machinery charces was the hichest (29.65%.) followed
ry irrication charges (18.58%), depreciation charges
(14.40%), seed expenses (11.40%), fertiliger expenses
(10.53%), hired-in labour and machinery charges (5.80%),

land revenue (2.96%), interest on working capital (2.58%),
miscellaneous expenses (1,85%), insecticides and pesticides
charges (1.18%) and finally LY expenses on mafures (1.08%),

respectively.

4,3.3 Average cost A2 per holding

The average cost A, per household was worked out to ke
Rs.7938.94., &S expected, the average ¢ost A2 increesed
with increase in farm size, The averace cost A2 for
small beneficiary househclds was found to ke RS.2908.44.
It was Rs.5444,10 fdr’the beneficiaries charzcterised as
.medium. for the heheficiaries classified as large, the

average cost A, was of the maghitude of R5.17091.07 (Table 4.3,3)



The larce keneficiaries incur huge cost A, of crop
cultivation owing to the féct that they operate lkig
operaticnal holdings, The small teneficiary household
incur small expenditure on cost of cultivation of Croos
due To the fact that their operational hsldings are rather

small and sometimes even economically unvisktle.

Tekle 4,.3.3: Categorv-wise per Beneficiary Hovsehgld
Farm Expenditure (Cost 4, only)

(Rupees)
Catecory Average cost A2 per bousehold
Small 2008.44
Medium 5444.10
Large 17021.00
All beneficiaries 7328 .24

4,3.4 Averdade cost AZ per hectare

The averace cost A2 as well as fafm kusiness income was
calculated and the information recardinc this is shown in
Table 4.3.4. The per hectare cost b, was very close on
ezch sized farm. It was the highest i.e. Rs.1098.78 in
case of medium beneficiery households and loweét i.e,
Rs.1077.75 per hectare in case of large keneficiaries.,
Similar was the trend obtserved in case of per hectare farm
business income which was found to te hichest 1.e,

Rs.743.20 for the medium beneficiaries ang logest i.e.
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RS.604-04 for the large beneficiaries_ This SuQagests hetter

management exploiting more economies of scale by medium-
Sized farm, It gppears the o0ld inverse relationship of
average cost/return per unit of land with farm size is
hot only neutralised but also reversed by medium farms in
the study area. However, it does not provide conclusive

evidence of reversal of this o0ld relationship with the

changing technoloagy,

Table 4.3,4% Averace Farm Business Income and Cost A, per
Hectare of Various Categories of Beneficiary

Hcuseholds
(Rupees)

Category Farm business Cost per

income per hectarée

hectare
Small 645,60 108 6435
Meg@ium 743.20 1998.,78
Il.arae | 6n4,04 1077.75
All beneficiaries 641.10 1082 .68

— i

The cost A, accounted for 54.54 per cent of the total
farm expenditure of the beneficliary households whereas the
cost of maintenance of livestock accounted for as much as
45,46 per cent of the total furm expenditure. The cost of
maintenance of livestock included the imputed value of feed
and fodder which was produced at the farm and the market

value of feed and fodder which was purchased from the market.
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4.4 Surplus left over with the beneficiary households aftex

meeting farm and family needs

Here we discuss the savings potential of rural
beneficiaries after meeting farming and family needs, This
will give us an idea about the financial viability of
beneficisries of different farm size categories. The net
surplus of the beneficiaries was oktained by deducting
domestic consumption expenditure from current income of the
rural beneficiaries. The current income, in turn, was
obtained by adding farm tusiness income, net income from
livestock and income from non-farm activities and
miscellaneous sources, In eventuality, the study of the
savings potential of the keneficicries asdumes importance
to the financial institutions to mokilise savings to the
policy makers, administrators and farmers td plough back
into farm capital formation for the rapid development of the

agriculture sector which is so vital to the Indian economy.

4.4.1 Surplus left over - Category wise

The surplus left with various size aroups of
beneficiaries is shown in Takle 4.,4.1. The viakility of
various farm size categories can be established if tneir
farm business income is more than their éorresponding
domestic consumption expenditure. Agricultural surplus is
negative on all farm type categofies of the beneficiary
households. However, it does not mean that

all the farmers of the above mentioned



Table 4,1 ¢ Surplus left With the Rural Beneficiaries
Catecory Farm Current Consumption Acricul~ Total Averace Negative Positive
tusiness income expendi ture tural surplus propen- savers savers
income {Rs,) (Rs.) surplus (Rs.) sity to (%) (%)
Rs Rs 5
e @) (3 &) @-@=@ s
small 4327,.,82 8328.56 B786.64 -44%8 .82 -458 ,08 -0.0550 43 57
' . (19)
Medium 2200.78 13903.14 13890. 68 -4689,90 102.46 0.0073 40 60
{10)
l.arge 17468 ,5% 23748.68 22094.93 -4626, 38 1653,75 0.0696 35 65
(11)
All tene- 2619, 69 14524,94 14188,22 ~4568,53 336,72 0.0232 40 60
ficiarles (40)

Note:

The ficures in the krackets indicate the numkter of beneficiaries with
negative surplus,
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categories have negative acricultural savings only. About
B1.82 and 68,00 per cent of small and medium farmers and
even 48.39 per cent (not shown ip the takle) of large
farmers have negative aoriculturazl surplus/savings, On the
whole agricultural surplus for all farm size aroups was
Negative to the tune of Rs. 4568.53 per household in the
Year 1986-87. Agricultural surplus does not seem to show
any relationship with farm size, It may be seen from the
table that as the size of farm increases, so does the

total surplus left with the rural beneficiaries, The .
small beneficiaries rather dissaved to the tune of

Rs, 458.08 per household., The medium peneficiaries enjoyed
a somewhat positive surplus of the maonitude of Rs. 102.465.
The lérge beneficiaries saved to the extent of Rs. 1653.75
per family in the year 1986=-87. The overall surplus per
beneficiary household was found to be Rs, 336.72., It is
rather encouracing as the 1986-87 Year was sluggish and not a
normal year, This means that moderate saving capacities
exist in the rural areas of Bhiwani district in normal
years. As much as 40 per cent of all the rural beneficiafy
households wer2 dissavers, The remaining 60 per cent of
them enjoyed somewhat positive surplus, In case of small
5eneficiaries, as much asA43 per cent of the beneficliaries
dissaved. The medium beneficiaries to the tune of 40 per
cent were observed with negative surplus capacities, On

the other hand, only 35 per cent of the large beneficiaries
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dissaved and the remaining 65 per cent of large beneficiaries

were positive savers,

The average propensities to save of different catecgories
of beneficiary households were also worked out. 5The average
propensity to save of small beneficiaries was negative ang
was -0.0550, In other words, the small beneficiaries,
dissaved 5.30 per cent of their current income. The medium
beneficiaries saved meagrely and their average propensity to
save was found to be 0.0073, i.e. only 0.73 per cent of
the current income was saved bty the medium beneficiaries,

The average propénsity to save of large beneficiaries was
of the order of 0.0696, It means the larce beneficiaries

save 6,96 per cent of their current income.

4,4.2 The survlus left over - income-daroup-wise

The surplus left with the rural beneficiaries was
also worked out income-groupwise., The beneficiaries in the
income group below Rs.6000 dissaved about 42,65 per cent of
their current income, The dissaving {deficit) for this
group was worked out to be Rs.2012.20 per household, The

beneficiaries in the income group ©6000-12000 saved a bit of

thelr current income, The average propensity to save was
only 0.0076, in other words, they could save only 0.76 per
cent of their current income, The average propensity to save
was 0.0156 of the beneficiaries lying in income oroup of

RS .12000-18000. The saving per household was R$.239.82 per



Table 4.4.2: The Surplus Left With the Beneficiaries - Income-Groupwise

Income group NumbeF of Current income Consumption Surplus per Average
benefi- per household expenditure household propensity
ciaries per household to save

0-=-6000 13 4747,.,75 6702.95 -2012,20 -0,4265

' (o)
6000-12000 31 7746 .41 7687.33 59.08 0.0076
{(15)
12000-18000 25 15367.80 15127.98 239.82 0.0156
: (8)
18000-24000 17 20631,51 19882,94 748,57 0.0363
{5) '
2 4000~ 30000 8 24753,94 22653,12 2100.82 0.0849
(2)
30000-36000 3 32825.61 29892 .93 2932.68 0.0893
L
36000-42000 3 39861.84 35421.20 4440,.64 0.1114

(1)

Note: Ficures in the brackets indicate the numkber of beneficicries with
negative surplus.
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household for these beneficiaries, The saving per household
Came to be Rs,748'.57 per beneficiaries in the income aroup
18000-24000. The average propensity to save was worked out
to be 0.0363, i.e. they saved 3.63 per cent of their
current income, The beneficiaries lying iﬁ the income
group of 24000~30000 saved to the tune of Rs. 2100.82 per
household. Thelr average propensity to save came out to

ke 0.0849. The saving per household ¢f the beneficiaries
in the income group 30000-36000 came out to be Rs, 3932,63
per household. Their average saving propensity was worked
out to be 0.0893; in other words, 8.93 Per cent of the
current income of these households was saved. The
beneficiaries lying in the income group of 36000-42000
saved to the macnitude of Rs., 4440.64 per household ang the
average propensity to save was observed to be 0.1114. wWe
see that as the income goes up so does the savings left
with the households. This means that savings are influenced

by the income of the households,
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SUMMARY AND CONCLUSIONS

This study aims at evaluating the surplus capacities
of the rural beneficiaries, their consumption expenditure,
farm expenditure and current income, The reference year is
1986-87,

The sampling design adopted consisted of multistage
random sampling technique with block as the first stace
sampling unit and keneficiary households as the third and
ultimate sampling unit, The district Bhiwani of Haryana
was purposively selected. Two blocks from the Bhiwani
district were randomly selected. From these two klocks,
six villages were randomly selected - three from each klock,
A list of beneficiaries from each of the selected villaage
was pooled and a sample of 100 beneficiaries was randomly
drawn - 15 from each of the four villages and 20 from each
of the remaining two villages,

The data as income, expenditure ang saving was
coliected through personal interviews with the selected
beneficiaries with the use of a pre-tested schedule. For
purpose of economic analysis, the use of simple tabular
analysis and percentages was made in general. The use of
Lorenz curve and Gini coefficient was also made to study
the extent of inequaliﬁy‘in the distribkution of income and

expenditure among the beneficiary households,
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It is observed in the study the crops contributed
maximum share towards current income of the rural beneficiary
households on all farm size catecories. The per cent share
of crops in the current income of the keneficiary households
varied from 51,96 per cent to 73.56 per cent on varigus farm
categories of the keneficiaries. The next highest
contribution to the current income of the beneficiary households
came from the sector characterised as nor-farm and
miscellaneous sources of current income of beneficiaries,
ranging from 17.26 per cent to 34.48 per cent, The
contribution of livestock dairyinc sector to the current
income of the beneficiary household veried from 2,18 per
cent to 13.95 per cent on different farm categories of rureal
beneficiaries, The share of farm Musiness incoms increases
while that of non-farm income declines as one move up the farm
size

The per capita income was the highest on farms
characterised as large and lowest on small farms. The
concentration of current income of beneficicries is also
studied., The Cini coefficient to show the prevalence of
ineguality in the distribution of current income among
beneficiary households is observed to be 0.3182. Thus, it

can be arcued that the distribution of income is not highly
Skewed, .But the impact of new farm technology on income

distribution of :carming community could not ke ascertained as
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the study was based on one year data only. Land is the

most important source of income in the countryside and is
most inequitably distriruted followed by farm business income,
current farm family income, per capita farm Lusiness income
and per capita current income, respectively,

The average domestic consumption expenditure per
beneficiary household increased with increase in fzrm sigze.
The skewness in the distribution of total domestic consumotion
expenditure is okserved to ke hich in comparison to that of
the per capita domestic consumption expenditure., This is
due to the fa&t that per capita distrikution is free from
the size effect of the family, The Gini coefificient of
distribution of total domestic consumption expenditure
and per capita domestic consumption expenditure are worked
out to be 0.3082 and 0,16, respectively. However, domestic
consumption expenditure is relatively less inequitious than
curcent farm family income, But guite a sustantial number of
farming households are not akle to meet their domestic
consumption needs out of thelr current farm family income,

It is a disqguiting feature of our agrarian structure that
even in the heartland of green revolution sg many farming
households are not able to earn income to meet their
consumption needs., However, small farm households also are
in a posiﬁion to arrange a syuare meal, Also the nutritional

standards of their meals are not much inrferior to those of

large farmers,
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1t is observed in the study that the farm expenRdityre
had positive relationship with farm size kut the relationship
was reversed on per hectare basis. Returns per unit of land
showed similar relationship with farm size as that shown by
farm expenditure.

The agricultural and total surplus left over with the
rural beneficieries was obtained bty deducting the domestic
consumption expenditure from farm business income snd the
current income of the beneficiaries, respectively,
Agricuvltural holdings alone are not financially viahle
entities for aimost all small farmers, majority of the
medium farmers and 4uite a few large farmers of the study
area heve been observed with necative aoricultural surplus.
Thus all proklems 9f rural poverty can not be solved
within aoricultural sector itself, It is chkserved that the
surplus increased with the increase in the farm size as well
as the current income, The beneficiaries characterised as
small are observed as negative savers, All other catecories
of the benericiaries showed positive surplus, The
beneficiaries with current income less than Xs. 6000 dissaved
and the beneficiaries with current income of Rs. 6000 or more
showed positive surplus capacities but saving rate was quite
low, The year 1986-87 was unfavourakle in the study area
while the year 1987-88 is the worst drought yvear of the last
ohe century. NégatiVe savings, negative surplus for a vear

or two for the poor farmers may ke the normal feature of
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the study area. But if deficit occurs year after vear it
can lead to more serious conseguences with the piling up

of their debt oklligations.

S1gbayy
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