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APPENDIX

-

1. INTERVIEW SCHEDULE TO ELICIT INFORMATION ON THE
' STRUCTURE OF SAVINGS IN THE RURAL HDUSEHOLDS,



INTRODUCTION

One of the major issues concerning the sconomy and its
growth is savings and investment rates. They are the most
crucial variables in the economic growth of a country,
Savings provids the basic resource for growth and savings
that go into capital formation constitute the wherewithal of
sconomic development, A country may be abls to sesk foreign
and loans in the process of economic development, yet a
ma jor portion of its investment needs must be met from
its internal saving. It must pull itself out of economic
backwardness by its bootstraps. The quantum of savings that
a country like India can generate is small as the savings
that can be mobilised out of the small income base are

necessarily limited,

While the domestic savings flow from three sectors « the
household the corporate and the government sectors, the
household sector is the most daminant of the thres. It is
not just that it is numerically larger than the other two
sectors, It also accounts for a large portion of the total
domestic savings (70 per cent in 1977-78). Sinha (1980)
found that the index of net domestic saving generated in the
household sector increased from 158,.7 in 1950-51 to 625.8
in 1975«76,



Dscisions regarding savings and its utilisation depend
in the case of corporate sector on corporate deicsions and in
the case of government aeeto:. on the consensus regarding what
kind of national economic policy is to be followed to attain
the accepted national goal of development. The bounds of their
decisions are welledefined and savings within these sectors
are motivated by larger business and national interests, In
the housshold sector, on the other hand, except for a small
proportion of unincorporated business units, the rest are
composed of individuals/households., The underlying motivation
for saving and the forms which their savings take, differ
widely across the socio economic groups. The rural or urban
characteriste of the houssholds, their economic characteristics
af income and employment, social obligations and imperatives,
and demographic features influence in one way or other their
will to save and the actual amounts saved. Since the
characteristic features of the households keep on changing, the
area of the household saving behaviour needs continuous studies
and resesarch. No inquiry on housshold saving can become
redundant for the simple reason that the present is net the sams
as the past and the current studies serve in delineating the
changing influences on savings. They help in chacking the
.validity of the received hypotheses on household savings behaviour

and also serve as sources of new hypotheses,



The rural houssholds being predominantly agricultural
oriented tend to have fluctuating incomes that vary from
one year 2o *he next out of which they must meet their current
needs and provide also for future, Unlike the salaried
classes in the urban areas which is automatically:;npod into
the contractual savings schemes like provident fund, the
rural householder is faced with the task of taking amn
independent and individual decision about how much he can
save and in what forms he should save. Thus the factors
influencing his decision to save and the forms of saving are
in a sense crucial to determining the flow of saving in the

country and also the forms of savings,

Serma (1979) who studied the structure of personal
savings in India in 1975«76 found that 69 per cent of the
rural householde had positive savings and that savings were
mors skewly distributed than income among the households
in rural sector as in urban ssctor. He also found that as
the size of the household income increased, both the absolute
amount of saving effscted and the proportion of income saved
steadily increased in the rural sector, According to him, the
activity status persehad some influencs on household savings

behaviour,

While analyaing the trends in saving over the period ths
1967-68 and 1975«76, the same author noticed that significant
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changes in average propégienty to save had occured at all

the three levels, rural, urbal and All India, The average
propensity to save of rural sector in 1975-76 was 16.4 per cent
in 1975-76 as against 12,3 per cent in 1967=68., The

wmarginal propensity to save (39 per cent) was much higher

than its average propensity to save, which implied that with
inereasing incomes, the rural houssholds sector would bs able
to effect a relative highsr proportion and greater volume of
savings in future., During this period, investmant of the rural
sector in land, livestock, irrigation and other agricultural
agsets had increaased from 4T7.6 per cent to 74,9 per cent of
their total physical assets. Inveztment in agriculture would
have had favourable sffacts on employment and capital formation

in the rural sector.

Thus there is a possibility of higher savings income
ratio for the rural housshold sector ss its real income increases.
L.oganathan (1?60} had found income to be the most important
factor in determining savings rather than occupation and
education. The incomes position of the rural households
had increased considerably thanks to the modernisation in the

methods of cultivation and rational attitudes of ths farmers

towards cultivagion due to sxtension education methods. In



this context, an analysis of the savings bshaviour of ths
rural familiss would not only throw light on the determinants
of savings but also probe into the motivation for saving and

attitudes to saving by the rural families.

The present study on the 'structure of savings among
the Rural Households' done in the four villages of Vellamadai,
Agraharam, Kottaipalayam and Kovilpalayam located
continguously in Sarkarsamakulam Panchayat Union of Coimbatore

district aims at

1. finding out the extent of savings effected in rural
hougshold s, other than agricultural labour
houssholds;

2. analysing the relationship betwsen household
income and saving, and

3. ddentifying the determinants of their saving and
investment behaviour.

The specific hypothesis investigated in the study are that

savings are more highly skewly distributed than income among
the rural households and that the socio~sconomic characteristics
of the households influence their savings and investment

behaviour,

The study, it is hoped, will throw light on the behaviour



patterns of the rural families in respect of savings and
give insights on the policy measures required to mobiliss
savings in the rural areas in the context of increascd

personal incomes and prospects for savingas.



REVIEW OF LITERATURE

The Review of Literature relating to the study on
savings behaviour of Rural households is di scussed undex

the following heads:s

a, Role of Savings in economic development
b. Determinants of Savings Behaviour of household s;

and €« Studies on Savings and savings Behaviour,

a., Ro of Sa E n D 1 ]

India, like other developing countries, is sngaged
in a battls to raise the standard of living of her people.
S5avings provide the basic impatus for growth and savings
that lead to capital formation constitute ths wherewithal
of economic development. Though the rate of sawgngs of a
developing country may compare favourably with that of much
richer countries, what matters more is the Quantum of savings
Ths quantum of savings that a poor country can generate is

comparatively small observe Bhatty and Sarma (1978).

Nurkse suggssted that a developing country like outs
that suffers from disguised unemployment could resort to

to collective saving, for the sake of augmenting her capital



formationes In his wards, "whatever the machinery employed
may be, some form of colloctivi saving enforced by the
State may prove to be indispensable for the mobilisation
of the saving potantial implidt in disguised unemployment.
The purpose of collective saving is to check consumption
expenditure®, Government aims at augmenting savings by

two sets of policies,

1. By offering a variety of incentives to households

as well as corporations to encourags them to
savej and

2, By curbing ostentatious living and hencs

consumption of these goods which according to
Indian standards ars luxuries,

Datazminante of Savings Behaviours

Wilhelms and Heimerl 1975 remark that as soon as
the person begins to save, hs has a silent partner working
with him. Savings make a big difference is one's life,
It gives him a security even in times of troubls; it makes
it possible for him to take advantage of unusual opportunities;
it gives him an investment in ths future, Several factors
motivate and influence the savings behaviour of an individual,

and hence that of the household sector as a whole, They ares



quality of the individual, his education, desire for gain

#r security, social imperatives and availability of fgcilities
for savings. Nurkse holds:s "Nothing magters so much as the
quality of the people. The personal habits and traits,

the people's inifiative. prudence, ingenuity and foresighted=
ness give a deeper and surer base for saving and capital

formation",

One's propensity to save is determined to some extent
by his educational status. According to Senior (1928)
"The qualities which favour the accumulation of capital
are perhaps more dependent on education and example, than
any other moral excellencies. The clear perception of the
value of a future good, and the desire to provide for the
future happiness of our descendents, the two great motives of
bstience are genserally weak, in proportion to the absence
of education®, Goel (1975) had studied the impact of
sducation on propensity to save, using NCAER survey date on
household income, saving and consumer expenditure of the
year 1967=68, According to this survey, the propensity
to save increased with evary level of education in both the
rural and urban sectors. In the urban sector the saving
income ratio was 5.8 per cent for the no formal education
group, 28 per cent for post-graduate and above; 40 per cent

for professional and technical degree holders, The corresponding
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figures for the rural ssctor wers 12.7 sn 37 and 30 per cent.
sarma(1980) also arrived at similar results on the influence
of sducation on saving in his study of household saving in
shares and securitiss. He found that the proportion of
houssholds saving in sharss and securitiss rose with the level

of aducation attained both for urban and rural areas,

Motivation to save is one of the influential determinants
of savings. Among housesholds motivation for saving may arise
not only from the desirs for gain, and deaire for security
but may also arise ocut of social obligations and imperatives,
The need to provide a dowry in India for instance, has been
a strong motivationiﬂaving in particular communities. As
far as the motivation generates savings it is immaterial
from what need it arises but ons should state that the manner
of the dispoeal of such savings is less gainful tg society.
savings for large dowries is among the less gainful methods

of disposal of savings.

According to Bhatty and Sarma(1978) extension of
banking facilities, combined with their aggresive policy
of chasing potential saving and appropriate interest policies
have also positively influsnced the levels of savings

in financial agsets relative to tangible asssets,
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One cannot brush aside investment in tangible assets
ag irrational., For a self-employed, the most rational form
of insurance is investment in its own business because
besides providing security for the futurs, it also yields
immediate gains. Tangible agsets, thersfore, continue to be
the principal channel of saving for the households and Bhatty
and Sharma (1978) opine that this may well be the more
beneficial form of saving for the self-smploysd sector and
so even for the country. Sinha (1980) states that in countries
like India, land or building ownexrship is a means to
superior social status and prestige and conssquently the
savings of tradems, industrialists and affluent sections of
the society are traditionally devoted to a considerable sxtent

to the purchase of land, buildings and other assets.

formg of Savingss

The saving made by a household wan be used for different
purposes and can be held in many forms, It may be directly
invested in agriculture, business, house property, consumer
durables, gold and silver or kept in the form of currency
holdings. Individuals have ths choice for selecting the form
in which they could hold their savings. Household savings

are embodied either in financial or in tangible agsets,
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The relative proportion of the total household savinge in
either form depends principally on the prefersnce of the
individual saver and the prevailing state of the capital
market {organised and unorganised capital markets in the
country). As Loganathan (1960) says, the state of the
capital market represents the extent to which opportunitiss
for the acquisition of the financial assets ars available

and also their assessibility.

Approaches to Studisg on_Savings Behaviours:

A knowledge of the saving behaviour of population
would help to frame suitable instruments by which personal
savings can be mobilised by the institutions for investment,

particularly by the government.

There are two approaches to thas study of household
savings. One is the institutional approach, that uses the
aggregate data obtained from differsnt inetitutions as the
basis of study. The other is the probability sample survey
approach whers the required data is collected from scientifi-
cally selected households in the country. According to
Loganathan (1960) institutional approach ta the study of savings
can only supply global estimates of household saving in
different forms but fail to throw light on the =conomie
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and demographic characteristics of the saver and investor

groups, the most important type of information nasded for

formulation of practical policiss regarding mobilisation
f

of savings.

The survey approach has two clesar advantages over
institutional aﬁproach says Sarma (1979). First, it provides
data on saving and investment only as the rural and urban
sectors and within each of these sectors by different socio
sconomic groups. Thus, it yields details on the category
of savers, form and the quantum of saving detaile which
are primarly useful to understand the saving behaviour of
population and for using suiftable policies for mobilising
housshold saving, Second, it provides the break up of
physical investment into components which is not currently

avajilable with institutional data,

Studies on Savings and Sayingg Behavioyrt

The pioneering attempt to build up an overall sete-up
and savings data was made by a group of research workers
in the Ministry of Finance, Government of India, The NCAER
undertook a comprehensive study of savings in India inn sarly
1958, initiating new estimates of aggregate savings and their

distribution between the three sectors from which they arise,
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government, private corporate and Household sectors. The

€S0 has been releasing estimates of savings for each yeear
since 1969, beginning with 1960«61. The Resexves Bank of India
published the first set of estimuates of savings for 1950=51

to 1957«58 in 1960. Ashok Rudran has provided a
bibliographical account of the availeble estimates of savings
in the Indian sconomy and also a critical examination of

the estimates prepared by the thrse institutional agencies
namely CSO, RBI and NCAER. (Bhatty and Sarma 1978)

1. The National Council of Applied Economic Research
conducted a survay on the All India Rural Household savings.
The reference period of the survey was ths calender year

1962 and the sample size was B,655 houssholds spread over 320
places below 10,000 population, according to the 1961 census
irrespective of their status located in 60 sample districts,
The Survey was based upen a three stage sample design with
#istricts ag the firat sample, with places within the sample
digtricts as the second stage with and with household in the
sampia places as the 3 stage unita., This survey found that
the distribution of rural housshold incowe was characterieed by
marked skewneas, The bottom 60 per cent of ths households
had only a share of 31 per cent. While remaining 40 per cent

shared 69 per cent. The net investment in physical assets
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by all rural households was Rs., 514 crores. The net increase
in financial assets of the rural households sxcluding change

in currency during 1962 amounted to Rs. 148 croresi bank
deposgits, shares and securities Rs. 38 croress small savings
and postal savings Rs, 33 crors . Life insurance grnss mremium
Rs.22 croresy provident fund gross contributions Rs, 16

croresy gold and silver Rs. 39 crores.

2. One of the major issues concerning the economy and
its growth in the country is savings and investment rates.
Adiseshiah (1979) who examined the savings and investment
rates over the seventiss in India had arrived at certain
striking findings. He used the savings and investment of
the country as a percentage of GNP and NNP at market prices
as reportsd by the RBI and the Planning Commission as the
data base of his analysis., One of his conclusions is that
upto 1975«76 our saving was always below our investment, so
that there had to be an inflow of foreign funds to make up
the difference during these years, continuing from 75-T76

to 78~79 there had been excess of sevings over investment,
leading to an outflow of capital from the country. The main
reason for the high savings rate was the rather stesp increase
in the savings of the household sector. Yet another reason

attributed by him for this state of affairs was the increased
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insqualitiss in income distribution. Inequalities have
worgened so that the rich variable to save more., Then

there was the terms of trade in favour of the non-farm sector,
raising the non-form savings., According to Adiseshiah this

mix of factore operated to push up household savings.

3. Shamma (1979) had analysed the changss in the structure
of personal saving using the NCAER data on personal income
and saving out of its two sample surveys. On is 1967-68 and
the other in 1975«76, Thers surveys coverad 5,000 houssholds
and were conducted with more or less similar sample design
and some concepts of saving and income, so that the rssults
were comparable. Sarma had analysed the changes in the
imposition of housshold =arnings over the eight year psriod,
He found that during this period investment of the rural
sector in land, livestock irrigation and other agricultural
agsets had increased from 47.6 % to T4.9% of their total
physical assets in (1975-76). He maintains that increased i
investment in agriculture did not necessarily imply adverss
effects on employment and capital formation in the houseshold secto;
The investment in house property accounted for 15.2 % of
their total ph;sical assets that were distributed betwsen

business investment and purchase of consumer durablss,
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The household investment in all the fiancial assesta
taken together increased by about 130% over this period.
Insurance fund as an item of financial assets retained its
relative importance in the rural sectors accounting for 15% and 16,
16.2 % of the total financial assets in the two years respecti-
vely., Bank deposits also retained their importance among
the financial agssets of the rural sector accounting for 45,2%

and 45,8% of the total financial assets.

Sarma also analyeed the variations in the savings propen-
sity of household sector. He found that the average propensity
to save of the rural sector was less than that of the urban
sector in both the years and it had increased from 12.3% in
1967=-68, 16.4% in 1975«76.for the rural ssctor as against 16.6%
and 22,3% in the urban sector., The All India estimates of
the Average propensity to save wsrs 13.5% and 18,4%
respectively. He considered this change as significant becauss

it had occured over to short a period as 8 years.

Sarma (1979) studied the saving behaviour of household
sector using the report of the nation wide probability sampls
survey conductsd by NCAER for which data wers collected from
5100 households for the reference period July 1975 June 1976.
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Ons of Ris findings was that one fifth of the housesholds

at all levels~rural, urban and All India were zero savers,

while about 75% of the urban housesholds and 69% of the rural
households had positive gaving, the rest of the houssholds

wers negative savers, He also analysed ths households by ths
aize of their savings and found that the urbam household

saved two and a half times more than the rural household, Hs
algo found that savings were highly more skewly distributed than
income among the houssholds both in the urban and rural
households, through his analysis of the size distribution of

household saving and income,

As part of this study, Sarma examined the influence of
household incoms, educational status of the chief earner and
activity statue of the chief earner of the housshold, and
hausehold size and number of earners on the savings behaviour
of the households as indicated by their sverage property to

save. His findinge wers:

{1, As the size of the household income increased, both
the absolute amount of saving effected and the
proportion of income saved steadily and consistently
increased both in the urban and rural household
sectors.

2., Wage earners at all levels of income saved a relatively
small fraction of their incoms, 0On the otherhand
self-employed group and salary group of hougeholds
had saved a relatively much higher fraction of their
income, Sarma found that the activity status per
se had some influence on the saving behaviour of
the houssholds,
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3. The propensity to save did not very much between
the rural and urban housshold sector, given the
level of education.,

4, The self-employed group of household in the urban
area saved a higher fraction of income than their
counterpart in rural arsas,

S5, Irrespective of the size of the household, an urban
hougehold saved on an average a higher fraction of
its income than its counterpart in rural areas.

6. Marginal savings income ratio i.e. MP6 was much
higher at all levels rural (49%) urban (48%) and
All India (42%) than the Average propensity to
save (26, 22%, and 18% respectively). Sarma
therefore infered that with increasing incomes the
household sector would be abls to effect even a
relatively higher proportion and a reslatively greater
volume of gsavings in future,

Gothorkur and Venkatasalam (1979) studied that the
household saving and investment rates in the Indian economy,
using the RBl estimates of financial savings of ths households
and CS0 estimates of physical capital formation of households.
They found that investment in the household durables goods had
increased at a much faster rate as compared with the net
physical capital of the households, while the net financial
saving increased nearly 7 times during the pesriod 60«61 to 75~7
saving in the form of physical assets increased, As an
outcome of his study he advocats the macro level studies

based cn gstimates obtained from different regions in the

country and for different socio economic strata of population,
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Hence the current study is an attempt to analyse the
savings behaviour of rural households, It is hoped that this
field survey would be useful in deriving estimates at macro

level,

Sinha (1980) had studied thas growth of net domestiu
savings of the household sector in relation to consumption,
using thas data collected by the National Sample Survey
Organisation for consumption expenditure, and the RBI, including
its rasports on currencys finance and similar other publications
generated by the institutional approach, Sinha found that
between 1550«51, and 1975«-76 the index of saving generation

in the country increased from 158.7 to 625.8.

Sarma (198+) stusied the volume and dbtribution of house-
hold saving in the form of shares and securities for 197576
since household savings in this form doubled our the 8 year
period 1967-68 to 1975«76, He used the NCAER Sample Survey
of houssholds for this purpose. He found that the average per
household saving in the form of shares andsecurities for the
urban arcag was roughly four times the corresponding figure

for rural,



METHODOLOGY

The methodology adopted for the study on the structure
of savings among the rural households is dédscussed under the

following headss

1, Selection of the houssholds

2. Method of data collsction

3, Preparation of ths intervisw schedule

4, Field work and data collection

5. Definition of the terms and concepts used

6. Analysis and presentation of results

1. e (") { 8 Hougsh 3

The villages of Vellamadai, Agraharam, Kottaipalayam
and Kovilpalayam of Sarkarsamakulam Panchayat Union, Coimbeatore
District were selected for the purpose of the study, These
villages are contiguously situated and form a compact rural
area, They were purposively selacted as the investigator
already had good rapport in these villages by virue of her
nativity. A random sample of all the houssholds, other than
the agricultural labour houssholds in these villages were

covered for the study. The study covered 200 households,
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Subsequently five households were excluded, as they came from

very poor income group and did not constitute a big enough
group for statistical purposes., The agricultural labour
households wers sxcluded from the coverage of the study for

a specific reason. These households are largely poor income
houssholds. Their poor incomes derive from their inadequate
asset and land base and uncertain and irregular manual
employment, If anything, they are deficit houssholds with
their expenditures in excess of incomes, Their margin of
savings is very narrow. 1f we were to mobilise larger savings
from this group, we should first raise their incomes by
giving them assured employment year round and also opening up
copportunities for their sslfeemployment., The thrust should be
mors on raising their saving viva en increase in their incomes,

rather than devising spacific measures for reaching them,

2 strod of data ons

The investigator decided that personal interview
me thod would be the most suitable method for the purpose
of data collection. The study called for information on very
sensitive areas of households income, consumption, savings
and invsstment pattern. In the face to face interview situation,

the investigator was in a position to probe the respondents
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and collect internally consistent and reliable data on these
agpects. Hence, the choice of the interview method for data

collection,

Yet another reason for the selection of interview method
for data collection was the rural characteristics of the house-
hoids themselves., Literacy in rural areas, being low, not
all housesholds were in a position to fill up the schedules
themselves, Further, they had to be convinced of the genuine
research purpose behind the collection of data and assured
that the data would bs used and kept confidentially and would
not be diyulged to others under any eircumstances, For all
these reasons, interview method suggested itself as the best

method for data collsction,

3. Preparation of the Interview gchedules

The interview schedule prepared for ths purposs

consisted of queations ont

a., Family background
be Income and expenditure pattern

c. Ownership of assets and the methods of their
acquisition

de Currsnt savings practices, and

e, Attitudes to saving
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The schedule was pretested in the month of January
1980 on a similar group of households. The objectivity,
specificity and clarity of the particular questions were verified
The ambiguous questions were replaced by specific and clear
ones, The schedule was modified and finalised on the basis

of the reactions and expressions obtained during pretesting.

4, F d work and data cgll

The survey work was dones in the months of February
and March and lasted throughout the two months. The reference

period of the survey wae January 1981,

5. Def ﬁ t a -] H

The terms and concepts as used in the study had the

following operational definitionss

8. !!DUSB!!Q;Q‘

Household was defined as a group of persons related
by blood, marriags or adoption living under the game poof

and sharing a common kitchan.
ba me g

Income stands for the housshold disposable incoma., In
the case of farm and business houssholds, it was the balance
of their gross farm or business incomes left after meating

the farm coste or business costs.
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Cs ving:

The concept of saving was defined as the accounting

difference between current incoms and current consumption.
d. hygica etgs

Physical asgets comprised the productive assets used in
agricultural and allied activities, housshold businsss,

regidential and nonerssidential housing and selected consumer

durables,

e. financial agsetsg:

Financial assata.were defined to inciude all kinds of
deposits, shares, bonds and securities, gold jewellery and

silver ware,
f. Ave en BavVe1

Average propenaity to save was defined as the ratio of
savings to current income. In other words, it was the saving

income2 ratio of the househodd.
6. An and Pre at f R ltgs

The data collected for the study were cross-classified

by such chosen variable as activity status, income status,
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sducational status of the houssholds, size and number of earners

and analysed to assess the impact of the particular variable

on the saving and investment beshaviour of the households, The
results of the analysis are presented and discussed in the following

chapter on Results and Discussion,



RESULTS AND DISCUSSION

The results af the study 'structure of saving among

rural households' ars discussed and pressnted under the
L ]

following headas

A
B.

C.

D.

Socio~economic characteristics of housgeholds

Analysis of household savings

1.
2,
3.

Size distribution of household savings

Housshold savings by income wlass

Concsntration of incomss and savings among

households

Analysis of savings bshaviour

1.

2.

3.

5.

Average propensity to save by

Average propensity to save by
groups

Average propsnsity to save by
within Activity status groups

Average propensity to save by
status groups and

Average propensity to save by
household

Analysis of investment bshaviour

income groups

activity status

number of sarners

aducational

the size of the
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1. Ovsrall structure of investment in rural
households
2. Relationghip betwsen investment behaviour and

activity status of the households

3. Relationghip betwsen investment behaviour and
income of households

4+ Relationship between investment behaviour and
the hsads sducational level in households and

5« Relationghip betwasn investment behaviour and
highest educational level attained in the
households.

E. Attitudes towards saving

A, Socio~Egono ax igti f -] ds

Ths socio~economic characteristies of the surveyed
hougeholds are described by their household types; sizej
incoms groups activity status of heads of households; educational
level of the heads and the highest level of education
attained in the households.

Family Type

0f the houssholds surveyed, 97 per cent were nuclear

households and 3 per cent remained as joint households.

Size.aof tha Housshold

The distribution of the households by size is shown
in Table I.



29

TABLE 1
DISTRIBUTION OF HOUSEHOLDS BY SIZE

“‘ﬂ“‘ﬂ*--“‘--ﬂ--‘--““-Q‘QO‘Q--‘

S.No. Number of As percentags Cumulative Cunulative
Size . houss- %0 total total percentage
holds

.---ﬁﬂ--ﬂ-ﬂ‘-Q--"‘-.’“‘O““-‘O-.

1 1 3 1.54 3 1.54
2 2 20 10,26 23 11.80
3 3 87 29,23 ed 44,03
4 4 22 11,28 102 52.31
-] 5 90 46,15 192 98,46
6 6 3 1.54 195 100,00

“‘-~“---‘~-“-u‘ﬂ‘-ﬁ~‘u-‘

Total 195 100,00

.”"---"‘-Q------‘-ﬂ---“-‘-‘”‘

¢
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Households having up to four members constituted
$52.31 per cent of the total and 98,46 per cent of the houssholds
had up to five members per household. The size of the house-
holds thus, in the sample surveyed, was in accordance with

the natural averags,

IHCDMB EI‘DHE 8t

The households wers classifisd into differsnt income
groups using the classification given by shahjahan (1981).
He clagsified the households based on their per capita houge-

|
hold income into the following groupss

Percapita monthly Designagdon of the
household income class classe

upto Rs, 64 Very poor group

Ra., 64 = 100 Low incoms group

Rse. 100 « 200 Lower middle income group
Rese 200 - 400 Upper middle income group
Above Rs, 400 High income group

Households getting an income of less than Re,64
percapita per month were classified under the very poor goup
with others coming under guccessively high denomiations. This
classification was considered to be better than the clasgifi=-
cation based on household income alone as it controlled the
families both for their income and for their family size.
Therefore, the houssholds under study were classified under

the income groups as given in Table II.
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TABLE I1
DISTRIBUTION OF HOUSEHOLDS BY INCOME GROUPS

'-“---—o,-"-‘-.-‘hﬂ---ﬁﬂ-‘ﬂﬂﬂﬁﬁ
s.No. Per capite Number As percent~ Cumula- Cumulative
household of house~ age of tive total percentage

incoms {(Rs.) holds total

O-“ﬂ-ﬂ--‘--ﬂ.‘------“---‘..--‘

1. 100 - 200 45 23.08 45 23,08

e 200 -« 400 113 57.95 158 81.03
3. Above 400 37 18,97 198 100,00

.0‘--------ﬁ“ﬂ-Q"-‘““‘-‘-“-.
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The household s were found distributed betwsen the
middle incoms group (lowsr end upper) and high incoms

groups.

The largest proportion of the houssholds (57.95
per cent) belonged to the upper middle income group, their

per capita housshold income being Rs. 200«400 per month.

A i stat 0 he He of the ehold

The activity status of the heads of the houssholds
was categoriesed wunder four groupss self employed farming
group, self-employed non-farming group, salary earners and
wage sarners. Ths distribution of the houssholds by the

activity status of the hesad is given in Table III,
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TABLE 1IIl

ACTIVITY STATUS OF THE HEADS OF THE HOUSEHOLDS

W s MR Ab Am AR W SR W TR as Wb G W A GF AR W A W W A B W S W A e

S.No.

Number of As percentage

Activity etatus households to total

- e @ W WS B B A 4 W WP G W W W s @ G A @ G W a W B N B s W

1.

2.

4,

Self-smployed farming 129 66.15

Self-amployed non

farming 19 19.74
Salary earnsrx 20 10,26
Wage sarner 27 13.85

- an e W e @ W W W S ™ & G W W

Tat.l '95 ’00000

A e GR W Y Gr W TR A T W G ST A ar WD A AN W W @ e W R s W W B
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Except for 24.21 per cent of the householda, where the
head of the household was working esither as a salary earner
or as a wage earner, all others belonged to the self-
employed group., Farming families numbersd 66.15% of the
total, with non-farming sslf-employed families constituting

19.74 pexr cant,

Two aspects bf ths educational status of the houssholds
were analysed:s sducational status of the head of the housshold
and the highest educational attainment of any one member in

the household,

Educational status of the heads of the households to-
gether with the highsst sducational attainments in the

households are given in Tabls 1IV.
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TABLE IV
EDUCATIONAL STATUS OF THE HOUSEHOLDS

-..‘-..nmﬂ‘ﬂ‘wQOunQhnn-d‘oﬁu“‘--”

Educational Heads As Percent~ Number As Percent-
of ags total with the age to
S-No. level house- highest. total
holds sducation

‘-Q“ﬂ‘-.“‘ﬂﬂ-ﬂﬂ‘---‘ﬂ-'-‘~~~ﬂn-‘-.

1. No formal sducation 89 45,64 22 11.28

2, Primary education 15 7.70 17 8.72

3., Middles level

aducatiun 35 11. 95 20 10. 27

4, Matriculation 44 22,56 90 46,15
S, Graduate and above 12 6.15 46 23,56
Total 198 100,00 195 100.00

“-“‘”ﬁ“‘-“”*“"‘.ﬂ”“‘ﬂ.--ﬁ""
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While the heads in 45,64 per cent of the households
were found illiterate, the number of totally illiterate
families was only 11,28 per cent, As against the relatively
smaller number of heads who were esducated upto and bsyond matricu-
lation (28.71 per cent) 69.73 per cent of their childern

have received secondary and higher education.

Analvsig of d Savin

Sixty one per cent of the Rural households rsported
that they saved regularly, as against others whose savings
Just occurred and who did not make any deliberate attempts to
save., In the former group 32 per cent of the households
contributed to the poindent fund (the numbexr of salary wage
earners in these houssholds being 47)3 37 per cent saved
through post office savings banky 22 per cent saved through
recurring deposits in banks and contributions to the life
insurance fund were made in 7 per cent households., Only 2 per
cent subscribed to chit fundd. By and large, the rural
household savings fflowed through recognised financial

ingtitutions,

Analysis of housshold savings was carried aut in three

aspactst
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{1, Size distribution of housshold savings
2, Digtribution of savings by income class; and

3. Congentration of aav‘nga and incomes among

households.

The amount of ths household savings was inferred
from the difference between household income and household
concentration. This method of obtaining information on
pavings was resorted ta, in order that figures on savings
could be checked for consistency and dependability. The
families were cglassified by their savings into different
savings classes and the size distribution of the household
savings were comparsd against the NCAER study of 1975«76
on rural household savings. Table V gives the size
distribution of housshold savings in the sample as against

that of the NCAER study.



- e - o - - . - . - - . - = - U - - e - - o - an o W= - - e an @S o - eNeh - o - e

S.No. Savings class Number Percentage
of of houge=
houss- holds
haolds

1. (=) 501 and less Nil -

2. (=251-(~) 500 Nil -

3. (w)le(=) 250 Nil -

4, 0 4 2.08

S. Upto 750 44 22.56

6, 751 « 1500 43 22.05

To 1501-3000 42 21.54

9, 6001-12,000 20 10,26

{10, 12001-18,000 3 1.54

11. 18001-30,000 2 1.03

All classes 195

TABLE V
SIZE DISTRIBUTION OF HOUSEHOLD SAVING PER ANNUM

Cumulatiwe Total Cumulative Awverage NCAER STUDY (1975~
. _percentage saving 76)
tozgahousa :BVL" of savings per house Percent- Average
9 hold age of saving
house- per house-
uuuuu -— @ OB ap W aw s aF @B W G W @ @ = - L]ol_d- - - -hglg ——
- - - - 2e7 (=) 372
2005 b - 0 200D 0
24.61 28,715 4.82 653 18,7 467
46,66 47,500 12.78 11058 10,0 1,081
68.20 1,03,315 3o.10 2460 5.8 2,068
87.17 1.50,137 55,28 4058 3.2 4,167
97.43 1,711,940 4,11 8597 1.5 8,265
98.97 46,775 91.958 15,592 0.3 14,764
100,00 47,980 100,00 23.9%990 0.1 27,793
5,96,362 3058 100.00 640

17
-

.-“—-‘-‘------'---"----C-ﬁ-“‘-‘--ﬂ---’-------‘--
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In the sample, no households wers found to dissave and
only 2 per cent rsported zerc savings as against 20 percent
in the NCAER study on the rural savings. This differencs
arose because the sample exgluded ths agricultural labour
households from its coverage wheresas the NCAER study

related to a cross ssetion of the entirse rural sector.

A part .of variation between these two levels of
oavingé is explained also by inflation cduring the intervening
pariod. As in the All India study, the proportion of the
houssholds in the higher savings classes steadily declined,
Small savers were more in number than the household that

saved larger amounts.

The average annual savings per household ranged from
R8.653 is ths lowest savings class is Rs8.23,990 per annum
in the highest savings class., Mean savings per household
was Rs. 3058, The mean savings of the households undsrstudy
were 4,78 times the mean rural savings at All India level
in 1975«76, By and large the averags savings of the sample
houscholds in all classes were greater than the average

savings raeported in the NCAER study.

Size distribution of housshold savings showed that

the top 13 per cent of the households saved over Rs,6000
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per annum &nd they accounted for 45 per cent of savings.
Whils bottom 25 per cent of houssholds accounted for about
5 per cent of savings only., Thus it was clear that savings
propengities were unsvenly distributed over the rural
households, Since savings wsre heavily concentrated in

the top savingas classes the distribution of savings was

also analysed against distribution of incomes.

To examine the influence of current income earned by
a household on its saving, saving income ratio by levsl

of income has been computed as in the Table VI.
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TABLE VI
INCOME AND EVERAGE PROPENSITY TO SAVE OF RURAL HOUSEHOLDS

41

ﬂ“ﬁ’-“---“-“-““--“‘“-““--”‘-‘-‘

Number Avera

of
housse
holds

Average Saving
ge saving/ ratio

'“‘““-“-‘-‘----0"“‘---‘

Housshold

annual
s.o,L7zone

fse

1. Upto 1200
2. 1201 « 2400
3. 2401 « 3600
4, 3601 - 4800
5. 4801 « 6000
6. 6001 - 7500
T. 7501 - 10,000
8. 10,001-15,000
9. 15,001-20,000
10, 20,001-30,000
f1. 30,001-40,000
12, 40,000-60,000
13. Over 60,000

All classes

Nil
Nil
Nil
6
14
19
38?%,
68
19

Income house
Rse hold 7D
Rse

4817 390 8.83
5914 744 12.59
7073 736 10.41
6677 . 130377 19,51
12480 2549 20.42
17744 4975 28,03
240675 6725 27.94
34650 14180 40,92
43880 23280 %3.08
12708 3058 24 .06

- NCAER STUDY

Average
saving
per house

Neg
47

214
405
796
1,356

2,153
3,657
6,934

9,439
8,601

21,717

Saving
ingome
ratio

- e e e

Neg
3

7
10
15
20

25
a0
41

43
31

45
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As the gize of the housshold income increased both the
absolute amount of saving effected and the proportion of
income saved steadly increased for the rural houssholds under
study, except for the group of 19 households in the income
classes of Rs. 6001=-7500. At each level of income upto an
annual income level of Rs. 30,000 the absolute and ths relativse
savings of the sample households wereless than the correas-
ponding estimatess of All India Rural saving, Households getting
an annual incoms of atove Rs. 30,000 howsver had higher

gmount of savings, both in the absolute and relative sense.

The savings income ratio of the sample households was
found to be 24,06 per cent whereas the NCAER study estimated
the gavings income ratio in the rural sector at 16 psr cent in
1975-76. The higher propensity to save of the group follows
perhaps from their relatively high incomes.

3. oncentratio f and pavin amo House

The NCAER study on Rural SaQings showed that savings
wasg more unequally distributed than income, The distribution
of savings among the sample households wers examined against the
distribution of their household incomes to find out which of
the two was more unevenly distributed than the other in the

group under study.
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Table VII shows the concentration of income and saving

among the rural households,

TABLE VII

CONCENTRATION DF INCOME AND SAVINGS AMONG RURAL HOUSEHOLDS

.--*&*-**--‘--“ﬁﬁﬂﬁ----‘----ﬂ--‘

Total household

S.Nﬂ. clags

~“"-“‘---’--Q-‘““-'-““‘--—.

1.
2.

3.
4,
S.
6.

7.
8.
9.

Housshold Number

income of

3601 -4800 6
4801-6000 14

6001-7500 19
7501-10,000 38
10,001-15000 68

15000-20,000 19

20,000-30,000 26
30001-40,09p 4
40001-60,000 ¢

house
holds

Cumula=

ted % oundat-ed

:;1gzu°' income
3.08 26,500
10.26 82,800
20,00 1,334,400
39.50 2,40,360
74,37 8,48,680
Ba.,1t  3,37,140
97.44 6,25,700
99.49 1,39,600

100,00 43,880

CUMULILATE D

Percent-
age of
saving
income
1.07

4,41
9.83

19,83
53.78

67.38
92.63
98423
100,00

Total
tud

Saving

2340
10,416

13,990

46,900
1,73,340

94,516
1,74,860
56,720
23,280

W G M m wn W W W a W W wm e s e

24 ,78,060

5,96,362

cumula-
cad

% of
saving

«39
2.14

4,49

12,35
41,42

57.27
86.59
96,1

100.¢

- er g

-‘-Qﬂ—“—-‘-----‘-u-"‘-‘q--‘-’--.
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The table shows that the top 25 per cent of the sample
households had a share of 46 per cent in total imcome and
generated 59 per cent of savings., Savings were more unsequally
digtributed than income. This inequality is income and savings
distribution is even more pronounced among the top thres
housshold income classes constituting 16 psr cent of houssholds,
Together their share of income was 33 per cent. Whereas they
genasrated 43 per cent of the savings. The All India NCAER

study on rural savings reported that the tSp 20 par cent
of the housshalds in the rural sector had a share of 49 per cent
in rural incomes accounted for 80 pasr cent of the total savings
in the rural gector. Thus this finding about heavy concentration
of income and saving among the top incoms classes was in line

with the All India NCEAR study on Rural Savings.

The tendency towards heavy concentration of
income and savings among the top income houssholds in the rural
sector has disintegrated between 1975-76 and 1980-81, The
incomes and savings are naw more evenly distributed in the rural
sectoxr than they were in 1975-76 and dus to increase in farm
incomes during this period. Though the degree of insquality
hag legsensd, savings are still more highly skewly distributed
than income in the rural households. This is because the
savings propenaity of top income households is proportionately

mors than that of the othsrs in the lower income bracket.
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€. Ana f Sa t

Savings~incoms ratio of a houseshold depends on several
factorss its socic sconomic characteristies and demographic
factors. Among thess, the income status of a household is the
chief determinanits of its savings, followed by educational
level, smployment status, number of earners in a household and
the size of the household. The investigator examined the

effects of some of the factors on housshold savings groups.

To determine the extent to which average propesnsity
to save varied in different income groups, an analysis of

saving beshaviour by broad income groups was dons,

Table VIII gives the asaving Income Ratio (or) APS

Income group wisse,



TABLE VIII
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AVERAGE PROPENSITY TO SAVE BY INCOME GROUPS

- - - o - e an = - - - Lo L - - m ek - o - -. b R 1 g

S.NO,

Income group

Average propensity
to save

'-‘“ﬁﬂ-Q‘--‘““*‘-‘ﬂ-ﬁ‘-‘--“-'

1.

2.

3.

4.

Lowsr middla Income group

Uppexr middle Income group

High Income group

Over all

13

22

35

p~--*‘--~n~‘--bﬂq-*’-“C--ﬂ-
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' The households in higher Income groups had a higher
savings income ratio than those in the lower income groups.,
In the villages studied, the average propensity to save of
the lower middle income group was 13 per cent, that of the
upper middle incoms group 22 per cent and that of the high

income group was 35 per cent.

be Avera-.

As a proxy for the activity status of the household,
the occupztion of the head of the household or the chief sarner
in the family was taken into consideration and Table IX.

Shows the savings Income ratio of the households, clagsified

by their activity status,
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TABLE IX

AVERAGE PROPENSITY TO SAVE BY ACTIVITY STATUS OF HEADS OF
HOUSEHOLD S

"“‘--‘-‘-’----“-‘-‘----‘.

S.No. Activity status Saving Income

1. Self-smployed farming 27.4

2. Self-employed non-farming 21.0

Je Salary earner 24,2

4, Hagc earnerxr 2‘00
Aggregate 24.06

1

@ e W @ W W M W W A W W T S G W L G W R A Gh O W an e e
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The analysis of the savings income ratio of households
by ths activity status of their heads reveals that sslf=-
employed farming group, had the highest average propensity
to save (27.4 per cent) followed by salary sarners (24.2 per cent)
The groups that registered the lowest propensity to save were
that of the wage sarners and the‘self-cmploycd non farming
group. The number of self-employed non-farming familiss (19)
in the sample studied was relatively small and other business
8ctivities whereon very modest scale and by and large thay
functioned as shop keepers, tailoress and milk venders.
Consequently their Average propensity of save did not tally
with that of other self-employed farming group. The savings
bshaviour of the sample houssholds by their activity status
was in agpmement with what sharma (1979) found in the study
on the structure of personal savings in the rural sector is
1975-76. His study pointed out that the wage sarners at all
levels of income saved a relatively small fraction of their
income and that the self-smployed and salaried group of
Households have saved g relatively much higher fraction of

their income,
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How the saving behaviour varied within the activity status

groups by the number of earnere is shown in Table X,
\

TABLE X

AVERAGE PROPENSITY TO SAVE BY NUMBER OF EARNERS WITHIN
ACTIVITY STATUS GROUPS

.‘ﬂ-‘-““”-““'-‘“-““‘--*--.

Number of Self-smploy- Self-employed Salary Wage
ed farming non=-faming earner earnsr

W OGS GE W us e s W G WL N WD M WD G W W W W ™ W e W m e W =W @ e

1. 25 13 30 15
2. 26 8 24 17
3. 63 12 2 38
a. 3s - - 45.0

P

~~-~-“-“----“‘~’O-“‘“ﬂ“-ﬁd““
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Only in the wage sarners group, as the number of
earners rose, the propsnsity to save also increased, In all
other groups, it is esvident that propeneity to save was
influenced by factors othsr than the numbsr of earners
within a housshold., The gaving incoms ratio was dependent

more on the resource position,

The impact of the size of ths household on its savings
behaviour was also studied, Table XI shows the average

propansities to save of households with varying sizes.

A, Averag

M

Right from the time of Nassau senior, education was
thought of as @ factor that influsenced the frugality of people.
The influence of educatiorn on savings bshaviour was assessed in
two aspacts, the impact of the educational level of the head on
the housshold saving behaviour was one aspect of it, as his
qualities as a decision maker would depend much on his level of
education. If decision making were done jointly, then the highest
level of education sttain by any one member of housahold, it was

assumsd, would have an influence on the household saving behavious

Table X gives the details on average propensity to

save by the educational status of the households,
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TABLE XI

AVERAGE PROPENSITY TO SAVE BY EDUCATIONAL STATUS OF HOUSEHOLDS

.‘---_“‘--".-------------‘-‘.

Averages propensity To save by the
Educatianal by the heads highest levsl of
S.No. level education education attained
' in the households

--n*---.--n-ﬁ--‘nwnﬁno-u‘q-ﬁu"u-

t« No-formal education 21,2 A16.1
2, Upto primary levsl 17.2 17.4
3. Upto middle level 26,0 27,4
4, Upto matriculation 28,9 42,8
5. Graduates and above 32.3 25,1

.--“--‘----“----Q‘-‘--‘-Q-‘“.
-



The Average propensity to save of the totally illeterate

families (16.1 per cent) was lowsr than the Averages
propensity to save in those fémiliua were Some one was
educated 1f not the head (21.2 per cent). This clearly shows
that education has an impact on the savings beshaviour of the

\

households.

At other levela, heads sducation appeared to influence
the average propensity to save rather than the highest
educational attainment in the household. With each advanecing,
sducational levsl of the head of the housshold, there was also
an increase in average propensity to save. No such clsar
telationship, however, was observedbetween the highsst level

of education in the household and savings.
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TABLE X1l

AVERAGE PEOPENSITY TO SAVE BY THE SIZE OF THE HOUSEHOLDS

W ep B B q B 4 W W A @ R G W W G G W D & W S G @ A N

Size of the Average Propensity
S.No. housshold toc savs

M e W W W W WS B S W S W WS G T A W W B W B ™ s W B W

1 1 22.3
2 2 17.8
3 3 16.6
4 a 36.5
5 s 34.0
6 6 41,6

- e W e s W W B W G WS G O @D W W W W W S W M A W W
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In ths first ghree groups of housshalds where the
sizs ranged from 1 to 3 members per housshold, the Average
propensity to save declined as the size became larger. In
households with 4 and more members the sverage propsnsity to
save was highesr than those of ths small sized houssholds
but no consistent relationship was discernible bstween the
change in household size and the change in propensity to save,
The larger size of the housshold apparently gaye riss to a
larger number of sarners, raissd the household incomes and
thereby their average propensity to save. In the first three
groups of household the size become a liability as far as
the savings propsnsities of the households were concerned,
In the other groups sizs became a source of more earning

power and thereby raised their savings propsnsities.

An analysis of investment behaviour or the pat tern
of utilisation of past savings gives an idea of how the
savings that had been generated by the households wasre
smploysd by them; whether they had been used in more gainful
or less gainful activities, Accordingly ths investment

of households ware classified under two headingss

1. Physical assets;

and 2. Financial asscts.
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The first group of investments namely physical
aggets consisted of the investments made in purchase of
land and its improvement for agricultural purposes and
amount invested in initiating or sxapnding a family
business. Thaege iteme of investinent come under the ones
that augment the sarnings capacity and incomes of the
families. The other items of physical assets namely
investment in house property and consumer durables ari consumpt. o
ion orientsd and they raiss the paychic incomes of the
households rather than their money incomes. They raise

their levels of living.

The sscond group of investments among others include
the investments made in the purchase of gold jewellsry
and silvsr ware., OSince there ars readily convertible into
liquid cash, though involving a little loss, delay and
inconvenience, thsy wers considered as financial assets for
all purposes of the atudy. The other group under the head,
financial assets, covered the investments made in all kinds
of deposits, short and long term bank end company deposits,
shares and debentures of businegs firms and government
bonds. The investment of the houssholds in these items
indicate the proportion of their savings that go into the

active organised money market, All other items of investment
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indicate dindicate the extent to which the savings are
locked up in assets which are immediately used by the households

and are at their command,

This segtion on Analyesis qf Investment Behaviour

is spility up into five sub dursions.

1. Overall otructurs of Inveetwent in rural households,

2. Relationship betwsen Investiwent bshaviour and
activity status of the houssholds.

3. Relationship between investment behaviour and
income of the houssholds.

4, Relationship between invsstment bahavioux and the
heade sducational level in households; and

S Relationghip betwsen investment behawiour and
highest sducaticnal level attained in the
households.

1.

The overall structure of investment in Rural houssholds

is presented in Table XIII.



TABLE XIII

OVERALL STRUCTURE OF INVESTMENT IN RURAL HOUSEHOLDS

W W R Wk W s e W R ER W up AR PP W WD T 4m W WS W B WD A e W W @ W

Total amount As Proportion
S.No. Itenms invesisd to total

W wy G W W W R W En W G W YR G P N A Gh G S W Gk U W W WP G W W

t.  Physical sggets 68.81

a, Land 8154 T4,.5%
b Improvement in Agriculture 673 6.1
¢. Investment in businsss 80 o7
d. House property 1341 12.2
e, Congumer durables 707 6.5
2. Financial Assstig 31.19

#. Gold and silver agse 80,2

ge. Deposits, shares and
depentures 984 19.8

R Ee W e D W M T @ @ - W e W

Total 15,921 100,00

W W R A AN W T U A G AR G AP B G A um W O G AW WD G WD W W an W
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An analysis of the distribution of investment betwesn
phyasical and other assets shows that 68,81 per cent of the
investment was on physical assets, with the remaining
invested in financial asssts., Sharma (1979) found that
investment of the rural ssctor in land, livestock,
irrigation and othar agricultural asscts constituted 74,9
paer cent of thair total physical assets in 1975«76., The
corregpunding proportion of ths sample housshoclds was 80.6

pex cent,

Like rational businessmen who plough back their
prafits into the business, rural households have ploughed
back their savings into land so that thsir income can further
increase in the future, This increased investment in
agriculture by the sample housesholds, ons would impact would

have favourable effects on their employment and incomes,

2. Relationghip betwesn invegtiment behaviour and activity

ta af ¢

An individuals occunational status conditions to a
large axtent his thinking and bmhaviour. The influence of the
artivity status on ths invsstment behaviour of the households
is discerned from the way thess sub=groups of households had
distributed their investment among the differsnt asssts. Table
X1V gives information on the pattern of investments and houss~

holds reporting by their activity status.



TABLE X1V
INVESTMENT BEHAVIOUR AND ACTIVITY STATUS OF RURAL HOUSEHOLDS
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Proportion of amount invested

S.No. Items of

Investment

‘--QQ-‘-----------Q-

Salary .Wags

Selfeem- Self-ome

ploysd ploysd

farming non«farming

sarner

sarnex

Overall

---CO---ﬁ“““-ﬁ-ﬁ--“"-‘n"-‘.

1.

b.

Ce

d.

2.
a,

be

Bhysical opgets
Land
Improvement in
Agricultura

Investment in
Business

House propenaity

Congumar durables

Total

Fingnecial sascts

Gold and Silver

Shares, deposits
and bonds

Total

T1.14 61,38
74.80 67.76
81,02 T1.42
6.22 3.66
81.02 77.48
- 6.06
12,7 15,20
19,46 23,52
6.76 8.32

66,114

73.18
76.45

3.32
77.02
0.87

12,38
22,98

10,63

63.80

65,56
69,94

4,38
80
1.08

17.10
29.01

11.91

68,81
T4.5

6o 1

80.6

o7

12,2
18,7

I 645

‘--~‘-‘--~QQ~Q~Q“-“-M

100,00 100.00
28.86 39,338
76.70 85.90
23,20 14,10

100,00

33.89
82,60

17.40

100,00

36,20

19.12

100,00

31.0

80.88 80,2

19.3

‘--‘ﬂ.uﬂﬂ-ﬂﬁﬂ-‘“.“-“-

100,00 100,00

100,00 100.00

100,00

----"---ﬂ“nﬂ“’-b-“-ﬁ-----ﬂ_ﬁ--‘
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The ownership of financial assets among the activity
status groups were in this orders Self smploysd non-farming
group (29 per cent); wage sarner group (36 per cent)s
salary sarner group (34 per cent) and self-smployed farming
group (29 per cent), The relatively low priority assignad
to financial assets by the self-smployed farming group
stands to reason as these houssholds would bes more interssted
is ploughing back their savings into agriculture rather

than investing tham in activities of orders.

H@alad Ijv"‘ ;‘
of the hausesholdg

Table XV gives pattern of invsstments of

households by income groups.



62

TABLE XV
INVESTMENT BEHAVIOUR AND INCOME OF THE HOUSEHOLDS

‘QQﬁﬁﬂﬂﬂﬂﬂu\ﬁﬂﬁﬁﬁﬂw--“ﬂﬁ“*b‘-.

Proportion of amount invested

S.No, Items of P T I I N T I I S
Investment Lower Upper
.middle middle High Overall
income income income
group group group

G W YR N B W B R W Gk Y A S R A M AP AN T W Y G W W R s e W W N W

1. Physicel =agsgets 71.62 48,42 65,75 68,81

a, Land 76,64 76.08 70.86 T4.5

b. Improvement in
agriculture 5.03 .42 T.75 6.1

¢. Investment in :
business 0,99 0.58 - . |

d. House property 12.45 10,73 14,05 12,2
#. Consumer durables 4,89 T.19 T.34 6.5
2. Ffinanciel agsstp 28,38 51.58 34,25 31.19
a, Gold and silver 35007 30.‘4 83.96 80,2

b, Shares, desposits and
bands 14.93 69.36 ‘6.04 '908

W N M AR G WD W W W W N A W W G G W W W W

Total 100,00 100,00 100,00
grand total 100,00 100,00 160.00

- A W R W s G Gn R s W WS s @ G W B G W B W W W A S W W W ™ W@
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The upper middle income group was more favourably
disposed towards the possession of financial assats than
sven the high income group., It possessed 70 per cent of
ite financial asscts in the form of shares deposits and
bonds. The lower middle income and high income group showsd
a8 prefersnce for posssssion éf gold and silver. The
return on investment appeared to be the echief criterion
influencing the upper middle income group in the selection
of financial assets in preference to gold and gilver, where
@as the other two groups preferred more the segurity and
liquidity that went with ownership of gold Jewellery and

silver ware,

Table XVI gives the pattern of investment of households
by the level of education of head.



TABLE XVI
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PATTERN OF INVESTMENT OF HOUSEHOLDS BY EDUCATIONAL LEVEL OF HEAD

$.
No.

Item of
Inveatment

- e e o ap» - -

1.
e

b.

Ce

d.

2.

a,

b.

ical agee
L.and

Inprovement in
agriculture

Investment in
business

House property

Condumer
durables

Taotal
Einancial ggsets

Gold and silver

Share s, doposits

and bonds
Total

Grynd total 100.00

No for~ Primary Middle
mal edu- educa- level
cation tion sduc-
ation
89 15 35
72.54 69,91 69,14
79.76 77.38 67.91
84,53 85,83 T7.24
4. 77 T.45 9,33
85,58 85.83 T7.32
‘005 - .08
8.80 12.1% 16.09
14.42 15.17 22,68
5.62 3,06 6.59
100,00 100,00 100,00
27.46 30,09 30,86
B0, 76 75.65 82.08
19.24 24,35 19.92
100,00 100,00 100,00
100,00 100,00

Matrie

cula-
tion

44

64,65
71,60
T17.49
$.89
78,63
1.14

13,61
21.37

T.76
100,00
35,35
81.69

18,31
100,00
100.00

Gra-
duate
and

above
12

65,44
T3.46
73.46

3.39
76,85

14,12
23.15

9.03
100,00
34,56
70.08

29,95
100,00
100,00

Dver~
all

195

68,81
T4.5

31.19
80.2
19.8

100,00
100,00

@ gp W A e A R G W W R W W W W A TR W W W TP AR e TR W YR G W AR W W W W e
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Among the different educational groups, ths investment
in agriculture (a+b) variesd betwsen 77 per cent to 86 per
cent of investment in physical asssts. Investment in
consumption oriemted physical assetes namely house property,
congumer durables (e+d) ranged from 14 per cent to 23 per cent.
Investment in liquid and financial assets ranged betwsen
27 per cent and 35 per cent. The household where had the
heads had received higher education had 35 per csnt of their
$A e investment pattern declined, as the education of the
household head increased. The share of the investment in
land and its improvement was relatively higher in the first
two groups i.e. in households whers the head was sither
illiterats or educated only upto the primary level than in
other. In othsr groups with higher level of education, the
weightage given to investment in house propsrty and consumer
durable was rslatively higher than in the first two groups,
It could be inferred that education of the head becomes
functional in influencing savings behaviour only when at the
functional iﬁddi; level and mors particularly at the

maktriculation stage,

5.

Relationship betwesn investment pattern and the highest
educational level attained in the household is given in
table XVII .



TABLE XVII
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PATTERN OF INVESTMENT OF HOUSEHOLDS BY HIGHEST EDUCATIONAL
LEVEL OF THE HOUSEHOLDS

51.
No,

1.

b.

2.
a,.

b.

@ e W AR W W W W 9 W T W Em W e W e e @ ™

Middle

, No for-
Item of mal sdu=~
Invastment cation
22
Bhygical Agspkge 63.6
l.and - 73.5
79.6
Improvement in
agriculture 6.2
Investment in
busine as 2.4
House propsrty 11.7
17.9
Consumex
durables 6.3
Total 100,00
Einancial sggetg 36.4

Gold and silver 83.9

Share sand

depostis and

bonds 16.0
Total 100,00

Grand total 180,00

Primae

ry

educa«

tion
17

67.56

B83.26
88.86

5. 60

« 68

T.25
10.46

3.21
100,00
32,46
90,90

9.10
100.00
100,00

level

sdugae

tion
20

66.39

74,70
83.08

8.35

15

13.77
16,70

3.03
100.00
33.61
81.37

18,63
100.00
100,00

- - e

Matri
cula
tion

90

- - up

69.02

75,69
81.08

5.36

« 79

11,60
18,16

6.56
100,00
30,98
81,03

18.97
100.00

- m W -

Grad-
uate
and
above
46

- - wm -

66.86

Tt.24
77.18

5.94

«38

15,31
22,44

T.13
100,00
33.14
78,56

21.44

-

Over
all

198

68.8
74.5

6.1

100.0
3t.2
80,2

19.8

100,00 100,00

100,00 100.00 100,00
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The analysis of investment pattern by the highest
educational level of the houssholds showed that investment in
consumption oriented items, namely house property and
consumer durables was directly related to the level of the
highest education attained in the household. The higher the
lsvel of the sducation attained in the housshold the more
was the investment in these items. The first group of
househalds with no formal education did not fit into thie
pattern of relationship perhaps bscause they were relatively
affluent and their consumption standards were set by their

affluent position rather than by their sducational level.

Education appears to influence investment in consumption
oriented items via an increase in income rather than by

itself,

Attitudes towards savings

The attitudes of the Rural households towards saving
was inferred indirectly from their reactions to the question
why they wanted to save., The ranks assigned by them to
the di fferent purposes of saving were given weights and the
sum of thes&'uaighta was taken to represent the strength of
ths particular motive or purpose that mads these households
save. Table XVIII gives details on the purposes of saving

as mentioned by the respondents,
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TABLE XVIIl
DETAILS ON THE PURPOSES OF SAVING

W oap W SR A G AEE W T RS G YR T W O AR U R G OB W A O G W AR A

S.Na,. Items Weight Per centage

.Q-‘-'----’-“-‘----------ﬁu

1. Education 194 13.19
2¢ Oldage 192 13,08
3. Energencies 1e8 12,78
4, Conaumer durablece 184 12.5¢
5. Marriage 180 12,24
6. Jawellery 178 12,10
Te To the praoperty to
children 169 11.49
8. To build a house 143 9.72
9 Business 43 2.92
Total 1471 100, 00

ﬂ‘-‘-ﬁ“-"‘Q‘-”‘GQ’QO-"-ﬂ-‘“
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The village households saved out of their incomes

for the purpose of educating their children and for their
oldage, emergencies, consumer durables, marriage and
Jewsllery all these purposss covered equal importance in

their savings pattern,

S



V  SUMMARY AND CONCLUSION

The housshold saving studieéﬁﬂ?ﬁe a relevance and
validity as they help in delineating the impact of changing
influences on saving and Investment behaviour of households.
The current study on "structure of savings among rural households"
arrived at finding out the ex#snt of savings effected in
Rural households, other than agricultural labour houssholds,
and the determinents of their saving and investment behavioure.
Besides analysing the relationship between income and saving,
the study sought to test the hypotheses that savings are more highly
skewly distributed than income among households and that the
socio-economic characteristics of the households had some

impact of their savings arid investment behaviour.

The study covered the four villages of Vellamadai,
Agraharam, Kottaipalayam and Kovilpalayam in Sarkarsamakulam
Panchayat Union, Coimbators Digtrict. Data were collected
from 195 households, other than agricultural labour households
in these villages. They were selected for the study by

means of random sampling.

Tha main findings of the study are summarised as followss

for i
1. The surveyed households were distributed between middle

and high income groups. The largest proportion of
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3.

5.
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households (58 per cent) bslonged to the upper middle
income group, with their percapita household income

in the range of Rs8.200 - 400 per month.

The size of the households was in accordance with the
national average Ninety eight per cent of households

had within five membears,

As for activity status, 66 per cent of the houssholds
were of self-employed farming group, with 20 psr cent
in the self employed non«farming group. @n the remaining
24 per cent of households, the heard of the household

was either a salary earner or a wage earner.

While the heads of 40 per cent of the houssholds were
illiterate, the number of totally illiterate households

was only eleven per cent.

2avingss
Regular and periodic savings were reported in 62 per cent
of Rural~houeeholds. By and large, their savings

flowed through recognised financial institutions.

In no households did the current consumption exceed
current income. Zero saver households were only two

per cente In their case, current income just equalled
current consumptione. In an NCAER earlier study on Rural

savings, however, 20 per cent were found Zero saverse



T. The average annual saving per houssehold ranged from
Rs«653 to Rse23,990 per annums Mean saving per
household was Rs+3,058, almost five times higher than

the msan rural savings at All India Level in 1975-'T6.

8. Tap 13 per cent of households saved over Rs.6000 per
annum and they accounted for 45 per cent of total savings.
Bottom 25 per cent of households accounted only for
about 5 psr cent of total savings. Savings propensities

were distributed among the households.

9. By and large as the size of household incomes increased
both the absoluis amount of savings affected and the

proportion of income saved staedily increased.

10. The sample's average propensity to save was 24 per cent,
against 10 per cent estimated for the rural sector

in the NCAER study.

1. The hypothesis that savings were more unequally
distributed than income was confirmed. Top 25 per cent
of the sample houssholds had a share of 46 per cent
in the total income and generated 59 per cent of the
total savingse This inequality was even more pronounced
among the top three income classes, constituting 10 per cent
of households. Together their share of income was

33 per cent, whereas they generated 43 per cent of the
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12.

13.

14,

1S.

16.
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savings. However, the rural incomes and savings
are now more equally distributed than they were in

1975«76 though skewness in distribution still persisted.

i B vi

The saving-income rationwas 13 per cent in lower middle
group, 22 per cent in upper middle income group and

35 per cent in High income groups

The group of self-employed farming households had the
highest Average properity to save 2T+4 per cent.

The saving income ratio of the totally illiterate
households (16 per cent) was lower than that of
households where someone other than the head was
educated (21 per cent) with each advancing educational
level of the head of the houseﬁuld, there was also an

increase in Average propensity to save.

Only in the wage earners group, as the number of
earners rose, the average propensity to save also

increased.

In the households of upto three members, size was a
drag on their savings propensities. In the households
with more than three members, size raised the saving

propensities via an increase in income.
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Analysis ngIgggggggéi B;h;ilnﬂﬁi

17. Investment in physical assets totalled 69 per cent

184

19.

20«

of all household investment, of which land, livestock,
irrigation and othar agricultural asssts amounted to
B80.6 per cent as against 74.9 per cent in 1975-'76.
This increased investment in agriculture was expected
to have favourable effects on their gmployment and

incomes.

Self-employed farming group assigned relatively low
priority to financial assets, with aonly 29 per cent

of its investments in theis category.

The upper middle income group was more favourably
disposed towards the possession af financial asssts.
While 52 per cent if its investments were held in
financiel assets, T0 per cent of the financial assets

fook the .form of shares, deposite and bonds.

By and large, the weightags given to physical assets

in the investment pattern declined, as the education

of the household head incressed. Education of the hecad
become functional in influencing investment behaviour
only at the middle level and more particularly at the

matriculation stage.

i il

L
P

I 9



75

21, Investment in consumption oriented items, namely,
house property and consumer durables was directly
ralated to the lsvel of the highest education attained
in the household indicating that the demonstration
effect on consumption worked through the variance of

education.

Eonclugions

Thus, the study made it clear that rural households
other than agricultural labour houssholds belonged to the
middle and high income groupss, All the households except 2
per cent had positive savings, the mean saving per household being
Rg.3,058 per annume Their saving income ratio was 24 per cent.
Savings, however, were more unevenly distributed than incomes
among the households. The educational levelof the head was
functional in influencing the household saving Behavioure.
Number of the earners had positive impact on saving only
in wage-sarner household. In the houssholds with more than
three members, size raised the saving propensities via an
increase in incomee. The rural houssholds gave a higher
priority to physical assets, and among the physical assets to
land and improvements associated with land. However, the

upper middle income group households were favourably disposed
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towards financial assets. The weightage given to physical
assets in the investment pattern declined as the education

of the household increased. Accordingly banking institutions
can endeavour to mobiliss savings from the rural housshold
sector with much the same priority as they assign to the

provision of rural credit.
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Name of the Interview $
Adress (]
Caste ]
Typs of the family Nuclea:[:::7 Joint [:::7

I. General Background

“--------‘---“--‘--.-ﬂ--.“'-ﬁ---.

Name of the Ags Sex Relestion Stu= Study~- Occu= Income
to the died 4ing pation  per
memben . Head upto. in month
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“-—-‘-‘--‘—--G‘ﬂ--ﬂ‘-uﬁ--Q““ﬁ

SeNooe Source Income per month
1. Dairy
2e Paultry =«
farming
3. Interest income
4. Others

.“-‘---“-"ﬂ---ﬂ-”----‘---ﬁ~

1I. Expendituxe patterni
Amount spent in February 1981

t» Food: Groceries meat,
deiry products fresh i
fruits, vegetables, ,
Baverages. f

2. Clothing : /

3., Housings Rent expensss /
foor owned houss, repairs
lodging at schools,

colleges $

4, Health:s (Doctors, | '
fess, medicine, diet
atc.;

S5« House keepings i /;
(slectricity, Laundry A Ny,
sexrvices paid house- o/
hold help /

6. Recreationt (Magazines, /
Cinemas, Newspaper) : /

T« Transport

Bs Others



84

I11. State the details of savings made so far and the forms in
which they have been useds

Forms of saving Inhi~ got as Pur- Its
rited gift chased pressnt
money
value

ﬂﬂ*ﬂnﬂ‘“ﬂ-ﬁ-aﬂ-'--’mnﬁl.—-‘Q‘ah-—ﬁ’

t. Investment in purchass of land
{ Area bought)

2. Investment in improvement of
agriculture

a) Construction of well

b) Agricultural equipment
bought 3

c)

d)

3, Investment in businsess
(Specify)

4. Investment in house purchase
or construction

5« Investment in consumer
durables

a) pressyre - cooker
b) Gobar gas

c) Mixe

d) wet grinder

e) fridge

f) filter

’ﬂﬂ-oh--nﬁnn“u-—nc@u--qbc’-n-n—-ﬂﬁ
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Forms of saving

- W@ g B W e T W e W W W W

b)

de

Euznitures

4« Steel Almara

2+« Steel chairs

3. Sofa set

4. Dyning = table

5 Dressing « table
6. Cots

Recraational eguipment
and_camaxai

{« Radio/Transister

2. Record playex/
Tep recorder

3. Camara

4. Others

Othex domesiic asppliancess
1« Sewing - machine

2s Electric fan

3+ Electric iron

4. Others

Dihex sssetszs

1« Life insurance policies
2. Gold jewellary

3. Silver ware

4. Deposits

5« Shares and bonds
- lokal value

Inte-
rested

got as
gift

Pure~ 1ts present
chased money value

- AR am W e B s MR AR W B G SR G A W e A e W

W as W Gh W G G M W W G R e em W SR b W W WD e e e
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Iv.

o

Earning I 1II IIT1 1V
membetl

1+« Life Insurance premia

2. Provident Fund

3. Amount deposited rscurring
deposits

4, Amount contributed to chit
funds

5« Amount contributed to public
Provident Fund

6, Amount invested in Ngtional
Saving certificates

7. Amount invested in units

B. Post office savingss
a2« Savings deposits
be Time deposits

Q‘ﬁdﬂa-‘Cﬁvﬂnaanmnnwﬁnﬂudnuumnu-O
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V. QRank the zsssgng for saving in order of importances
~Rank

f« Emergencies

2. 0ld age

3. To give gifts, donations stc.

4, Marriage

5« To buy consumer durables

6. To buy jewsllery

7. For the sducation

B To buy or build a2 house

9« Expansion of businass
10. Any other
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