



THE SOCIO-ECONOMIC IMPLICATIONS OF GOLD PRICE INFLATION FOR RURAL HOUSEHOLDS IN INDIA

ABSTRACT
This paper examines The Socio-Economic Implications of Gold Price Inflation for Rural Households in India, focusing specifically on Tamil Nadu as a case study. Gold is considered a vital asset for economically disadvantaged families due to its accessibility, liquidity, cultural significance particularly in matrimonial customs and its tendency to yield higher returns compared to assets like land or bank savings. The problem is acute because while gold prices have experienced tremendous inflation over the past 10 years, increasing from ₹27,445 to ₹85,300, the income of poor people in India has remained stagnant. This disparity has left the desire of many rural households to own gold unfulfilled. The study’s primary objectives were to examine the impact of rising gold prices on purchasing behavior and financial planning, assess the effect on the socio-economic aspirations and emotional well-being of low-income families, and analyze the coping strategies adopted by these households. The methodology employed both primary and secondary data, with primary data collected from a purposive sample of 56 households in Mailam Village, Villupuram District. Empirical evidence shows that gold holds significant socio-economic and cultural value for the majority of respondents. A large proportion (67.9 percent) of respondents reported experiencing pressure to buy gold for their daughter’s marriage. Due to price hikes, 68 percent of respondents reported that their ability to purchase gold was affected, leading them primarily to reduce the quantity purchased or delay the purchase. Overall, 59 percent of respondents had postponed or cancelled planned gold purchases. Furthermore, 75 percent of respondents felt that rising gold prices have widened the gap between their aspirations and reality, and 60.7 percent reported experiencing emotional stress or social discomfort due to their inability to afford gold. To manage inflation, the most common strategies adopted were delaying purchases until prices stabilize (53.6 percent) and buying smaller quantities of gold (46.4 percent).
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INTRODUCTION 
Gold remains a vital asset for economically disadvantaged families in India, particularly due to its accessibility and cultural significance. Unlike other forms of property such as land or vehicles, the purchase of physical gold involves minimal documentation and procedural requirements. In many Indian states especially in the southern regions including Kerala, Karnataka, Andhra Pradesh, Telangana, and Tamil Nadu gold plays a central role in matrimonial customs. It is often regarded as a symbol of prestige and a determinant of the social standing of a marriage. The liquidity of gold further enhances its appeal, as it can be easily sold compared to other assets. In contrast, investments such as land, automobiles, or bank savings typically yield lower returns. With gold prices reaching historic highs during 2024 and 2025, families from lower-middle-class backgrounds increasingly prioritize gold accumulation, particularly when preparing for the marriage of female children. Although the Dowry Prohibition Act of 1961 criminalizes the exchange of property or valuable security between parties before or after marriage, the practice of dowry continues to persist in subtle and culturally embedded forms. This paper examines the socio-economic impact of rising gold prices on rural women and their families in India, with a specific focus on Tamil Nadu as a case study.
STATEMENT OF THE PROBLEM
	Gold is a common asset for all income groups. It is easily accessible and widely accepted. Over the past 10 years, the price of gold has increased tremendously from ₹27,445 to ₹85,300.[footnoteRef:1] This reflects high inflation in the gold market in India. At the same time, the income of poor people in India has remained stagnant. Gold is an important determinant in the marriage arrangements of daughters in poor households. Due to the rising price of gold, it has been observed that the majority of rural households are unable to purchase new gold. Their desire to own gold remains unfulfilled. Hence, the study needs to focus on The Socio-Economic Implications of Gold Price Inflation for Rural Households in India. [1:  As of August 2025.] 

REVIEW OF RELATED LITERATURE
	Pradap Singh (2013), in his study "Gold Price in India: Study of Trends and Patterns," used only secondary data. The study did not include any primary data sources. According to Vaibhav Daga and Leena James (2020), there is no significant relationship between inflation and the price of gold in the country, as evidenced by their analytical findings. Furthermore, the study indicates a weak correlation between gold prices and crude oil. Charan Singh (2015) provided a comprehensive analysis of the historical significance of gold in China, Turkey, and India, along with an overview of the gold markets in these regions. Drawing upon secondary sources, the study estimated that approximately 21,000 tonnes of gold are held by households and temples across India. According to Banhi Guha and Gautam Bandyopadhyay (2016), the predominant motive behind gold investment is speculative in nature, driven by the consistent appreciation in gold prices over time. Their study utilized secondary data and applied the ARIMA (AutoRegressive Integrated Moving Average) model to forecast future trends in gold pricing. Vanitha S. and Saravanakumar K. (2019) highlighted in their study that factors such as inflation, global market movements, government gold reserves, festive seasons, interest rate trends, stock market performance, and production costs significantly influence gold prices. The study also noted that gold and silver function as close substitute goods for one another. Rajesh Sukla & Megha Shree et al.
RESEARCH GAP
	Based on the literature review survey, it was noted that many of the studies used secondary data. No studies intensively analyze the status of household inflation of gold in India. To fulfill this lacuna, the study focused on The Socio-Economic Implications of Gold Price Inflation for Rural Households in India.
RESEARCH METHODOLOGY
	The study is based on both primary and secondary data. Primary data was collected from rural households in Milam Village, Villupuram District. To understand the ground realities of the respondents, data was gathered from 56 households in the village. The sample was chosen purposively for the study. Simple statistical methods were used to analyze the data.
OBJECTIVE OF THE STUDY
1. To examine the impact of rising gold prices on the purchasing behavior and financial planning of rural households. 
2. To assess the extent to which gold price inflation has affected the socio-economic aspirations and emotional well-being of low-income families.
3. To analyze coping strategies adopted by rural households in response to gold price inflation.
PROFILE OF THE STUDY AREA
Villuppuram District is the 23rd district of the State of Tamil Nadu. The Villuppuram district had commenced its function on 30th September 1993 with headquarters at Villuppuram that was part of erstwhile South Arcot district. It has been recently bifurcated into Villuppuram and Kallakuruchi district on 12.11.2019 which had combined extent of 7245.91Sq.Km. Villuppuram district is well connected through roadways, railways and waterways.[footnoteRef:2] There are two Revenue Divisions, Nine Revenue Taluks, Two Municipalities (Villuppuram and Tindivanam), Eight Town Panchayats, 13 Panchayat Unions and 688. [2:  Viupuram District Profile- 2025.  ] 

MAILAM VILLAGE
	Mailam is a village located in the Tindivanam Subdivision of Villupuram district, Tamil Nadu, India. This article provides a comprehensive overview of Mailam, covering its demographics, population statistics, household data, administrative structure, geographical area, connectivity, educational and medical facilities, electricity supply, drinking water sources, and nearby villages.[footnoteRef:3] Mailam has a population of 4632 as recorded in the 2011 Census. It falls under the jurisdiction of Mailam Gram Panchayat and the Mailam Block Panchayat in Tindivanam District. The village has 1078 households and is identified by village code 632714. Mailam is located in the 604304 postal area, contributing significantly to the rural administrative structure of Tindivanam Sub-District. Majority of the population engaged in agriculture and allied activities.   [3:  Villagaeinfo.org,  Mailam Village- 2025. ] 

Result and Discussion
Table No: 1- Age Group Details of the Respondents
	S. No
	Age Group
	Respondents
	Percent

	1
	25-30
	16
	28.57

	2
	31-40
	15
	26.78

	3
	41- 50
	11
	19.64

	4
	51- Abve
	14
	25

	
	Total
	56
	100


 Source: Primary Data
The study found that the majority, that is 28.57 percent of the respondents, were in the 25–30 age group, followed by 26.78 percent in the 31–40 age group, 19.64 percent of the respondents were in the 41–50 age group, and the remaining 25 percent of the respondents were in the 51 and above age group in the study area.
Table No: 2- Occupational Details of the Respondents
	S. No
	Occupation
	Respondents
	Percent

	1
	Agriculture
	30
	53.57

	2
	Manufacturing
	15
	26.78

	3
	Other
	11
	19.64

	
	
	56
	100


 Source: Primary Data

53.57 percent of the respondents were engaged in agriculture and its allied activities, the remaining 26.78 percent of the respondents were engaged in manufacturing, and 19.64 percent of the respondents were engaged in other activities in the study area.



Table No: 3- Income Details of the Respondent 
	S. No
	Monthly Income
	Respondents
	Percent 

	1
	Below 10,000
	20
	35.71

	2
	10,000- 20,000
	21
	37.5

	3
	20,000- 30,000
	7
	12.5

	4
	30,000 - Above
	8
	14.28

	
	
	56
	100


 Source: Primary Data
It is noted that 35.71 percent of the respondents' monthly income is below ₹10,000, followed by 37.5 percent earning between ₹10,000 and ₹20,000, 12.5 percent earning between ₹20,000 and ₹30,000, and the remaining 14.28 percent earning ₹30,000 and above in the study area.
Table No:4- Family Details
	S. No
	Number of Family Members
	Respondents
	Percent

	1
	3
	10
	17.85714286

	2
	4
	20
	35.71428571

	3
	5
	16
	28.57142857

	4
	6
	10
	17.85714286

	
	
	56
	100


 Source: Primary Data
	The above table shows that 17.85 percent of respondents' family members are 3. The remaining 35 percent of the family members were 4, 28.57 percent of the respondents had 5 family members, and 17.85 percent had 6 family members in the study area.



Table No: 5- Gold Purchasing Behaviour of the respondents in the Study Area.
	S. No
	Question
	Response Options
	Number of Respondents
	Percentage

	1
	Do you currently own any gold?
	Yes
	42
	75 

	
	
	No
	14
	25 

	
	If yes, how much (in grams)?
	Average: 35g
Range: 5g–150g
	
	

	2
	When was the last time you purchased gold?
	Within last 6 months
	18
	32 

	
	
	6–12 months ago
	15
	27 

	
	
	1–2 years ago
	13
	23 

	
	
	Over 2 years ago
	10
	18 

	3
	What was the purpose of that purchase?
	Savings/Investment
	24
	43 

	
	
	Marriage
	12
	21 

	
	
	Gift
	9
	16 

	
	
	Religious/Cultural Occasion
	6
	11 

	
	
	Other
	5
	9 

	4
	Has the rising price of gold affected your ability to purchase it?
	Yes
	38
	68 

	
	
	No
	18
	32 

	
	If yes, how?
	Reduced quantity
	21
	55  of “Yes” group

	
	
	Delayed purchase
	11
	29  of “Yes” group

	
	
	Switched to alternatives
	6
	16  of “Yes” group

	5
	Have you postponed or canceled planned purchases due to price hikes?
	Yes
	33
	59 

	
	
	No
	23
	41 

	
	If yes, describe
	Postponed for 6–12 months
	19
	58  of “Yes” group

	
	
	Canceled completely
	14
	42  of “Yes” group

	6
	What alternatives have you considered instead of buying gold?
	Digital Gold
	16
	29 

	
	
	Mutual Funds/Stocks
	14
	25 

	
	
	Silver
	10
	18 

	
	
	Fixed Deposits
	8
	14 

	
	
	Real Estate
	5
	9 

	
	
	None
	3
	5 


 Source: Primary Data
[bookmark: _pyf925yll7x]The above table shows that 75 percent of the respondents reported owning gold, while the remaining 25 percent did not possess any gold in the study area. Among those who owned gold, the average quantity was 35 grams, with the amount ranging from 5 grams to 150 grams, indicating considerable variation in the level of gold ownership among the respondents. The table highlights that 32 percent of the respondents had purchased gold within the last six months, while 27 percent reported making their gold purchase between 6 to 12 months ago in the study area. This shows that a considerable proportion of respondents have made relatively recent gold purchas es. The study found that 43 percent of the respondents purchased gold for savings or investment purposes, making it the most common reason for purchase. This is followed by 21 percent who bought gold for marriage, 16 percent for gifting, and 11 percent for religious or cultural occasions. The remaining 9 percent reported other reasons for their gold purchase in the study area. It is evident from the table that 68 percent of the respondents reported that the rising price of gold had affected their ability to purchase it, while the remaining 32 percent stated that it had not impacted their purchase decisions. Among those who were affected, 55 percent indicated that they had reduced the quantity of gold purchased, 29 percent had delayed their purchase, and 16 percent had shifted to alternative options. This indicates that the increase in gold prices has led to noticeable changes in purchasing behavior among a majority of the respondents in the study area. It can be observed from the table that 59 percent of the respondents had postponed or canceled their planned gold purchases due to price hikes, while 41 percent reported that they had not altered their plans. Among those who were affected, 58 percent stated that they had postponed their purchase for 6–12 months, and the remaining 42 percent had canceled their purchase completely. This indicates that rising gold prices have significantly influenced the purchasing decisions of a majority of respondents in the study area.The  table illustrates that 29 percent of the respondents considered digital gold as an alternative to purchasing physical gold, followed by 25 percent who opted for mutual funds or stocks. Additionally, 18 percent chose silver, 14 percent preferred fixed deposits, and 9 percent considered real estate as an alternative option. The remaining 5 percent reported that they had not considered any alternatives in the study area.
Table No: 6- Socio-Economic Aspirations and Emotional Impact Importance of Gold Ownership in Family’s Social Status or Traditions
	S. No
	Importance Level
	Number of Respondents
	Percentage

	1
	Extremely Important
	14
	25.0

	2
	Very Important
	18
	32.1

	3
	Moderately Important
	12
	21.4

	4
	Slightly Important
	8
	14.3

	5
	Not Important
	4
	7.2

	
	Total
	56
	100


 Source: Primary Data
The data presented in table 6 shows that 32.1 percent of the respondents considered gold ownership as very important for their family’s social status or traditions, followed by 25 percent who viewed it as extremely important. Additionally, 21.4 percent felt it was moderately important, while 14.3 percent regarded it as slightly important. Only 7.2 percent of the respondents stated that gold ownership was not important. This indicates that gold holds significant socio-economic and cultural value for a majority of the respondents in the study area.
Table No: 7- Details of Pressure to Buy Gold for Daughter’s Marriage
	S. No
	Response
	Number of Respondents
	Percentage 

	1
	Yes
	38
	67.9

	2
	No
	18
	32.1

	
	Total
	56
	100


 Source: Primary Data
According to the table  67.9 percent of the respondents reported experiencing pressure to buy gold for their daughter’s marriage, while the remaining 32.1 percent stated that they did not face such pressure. This indicates that cultural or social expectations related to gold in marriages continue to influence a majority of families in the study area.

Table No: 8- Details of Emotional Stress or Social Discomfort Due to Inability to Buy Gold
	S. No
	Response
	Number of Respondents
	Percentage 

	1
	Yes
	34
	60.7

	2
	No
	22
	39.3

	
	Total
	56
	100


 Source: Primary Data
Table 8 indicates that 60.7 percent of the respondents reported experiencing emotional stress or social discomfort due to their inability to buy gold, while 39.3 percent stated that they did not face such issues. This indicates that the inability to afford gold creates noticeable emotional or social challenges for a significant proportion of respondents in the study area.

Table No: 9- Details of Rising Gold Prices Widening Gap Between Aspirations and Reality
	S. No
	Response
	Number of Respondents
	Percentage 

	1
	Yes
	42
	75.0 

	2
	No
	14
	25.0 

	
	Total
	56
	100 


 Source: Primary Data
Table 9 reveals that 75 percent of the respondents felt that rising gold prices have widened the gap between their aspirations and reality, while the remaining 25 percent stated that they did not feel such an impact. This suggests that increasing gold prices have significantly affected the ability of many respondents to meet their cultural or personal expectations related to gold in the study area.
Table No: 10-  Strategies Adopted to Manage the Impact of Gold Price Inflation.
	S. No
	Strategy Adopted
	Number of Mentions
	Percentage 

	1
	Buying smaller quantities of gold
	26
	46.4

	2
	Switching to silver or other investments
	18
	32.1

	3
	Participating in gold saving schemes
	22
	39.3

	4
	Delaying purchases until prices stabilize
	30
	53.6

	5
	Avoiding gold purchases altogether
	12
	21.4

	
	Total
	56
	100


 Source: Primary Data
The findings reveal that table 10 respondents adopted various strategies to manage the impact of gold price inflation. Among them, 53.6 percent reported delaying purchases until prices stabilize, while 46.4 percent opted for buying smaller quantities of gold. Additionally, 39.3 percent participated in gold saving schemes, 32.1 percent switched to silver or other investments, and 21.4 percent avoided gold purchases altogether. This indicates that respondents employ multiple approaches to cope with rising gold prices in the study area.



CONCLUSION
The study observed, from empirical evidence, that there is an implication of gold inflation on rural households, especially in Mailam village in the Villupuram district of Tamil Nadu. Most of the respondents’ occupation in the study area was agricultural farming. The study highlights that even though the price of gold is increasing, people are not stopping their gold purchases; they continue buying at least small quantities. Rural households usually invest in land, livelihoods, cattle, and agricultural seeds. Apart from these, to save money and earn returns, rural people spend on gold. Gold remains a trusted investment in rural areas, offering maximum returns.

SUGGESTIONS AND RECOMMENDATIONS
The study is focused only on Mailam village in the Villupuram district of Tamil Nadu. It is a micro-level study aimed at understanding the socio-economic implications of gold inflation on rural households. The study suggests conducting a macro-level study for the entire district, state, or country using sampling methods.
It was noted that the data was collected through an interview schedule. While enquiring about gold, the respondents were scared to share information regarding their gold holdings. Therefore, researchers can conduct their study with trusted relatives to gather more accurate information.
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