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Abstract:
[bookmark: _Hlk195218330][bookmark: _Hlk207363413]This paper examines the indebtedness among rural labour households in Punjab and Bihar. Rural labour households are often engaged in seasonal, low-paid wage employment, resulting in an irregular income stream and making them financially vulnerable. Due to a lack of collateral to offer, they usually avail debt from non-institutional financial sources at a high rate of interest, which further perpetuates their financial vulnerability and debt trap. Therefore, this paper examines the incidence and extent of indebtedness, the sources and purposes of debt, and the rate of interest. The paper also attempts to compare the variations and contrasts in indebtedness among rural labour households in Punjab and Bihar. This study is based on the primary data collected from 300 rural labour households from Punjab and Bihar. The analysis revealed that most of rural labour households are in debt, and the incidence and extent of indebtedness are significantly higher in Bihar. Among socially and economically disadvantaged groups, SC and OBC labour households have a higher incidence and burden of debt across both states. The majority of RLHs in Bihar incurred debt from non-institutional sources. About 93 per cent of RLHs from Punjab and Bihar used debt for unproductive purposes. The greater reliance of RLHs on non-institutional financial sources at exorbitant interest rates results in exploitation through surplus extraction, making RLHs more vulnerable, especially in Bihar. Therefore, strengthening access to rural banking and financial literacy is crucial to reducing indebtedness among rural labour households and curbing high dependence on high-interest non-institutional sources of finance. 
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Introduction
Rural Labour Households (RLHs) constitute a significant portion of the country’s labour force. As of 2009-10, RLHs accounted for over 40 per cent of rural homes, with most households engaged specifically in agriculture. Wage-paid employment is the primary source of livelihood for RLHs. As per the Rural Labour Enquiry (2009-10), RLHs are those whose primary source of income is wages from manual labour, either in agriculture or non-agricultural activities. Among these RLHs, where at least 50 percent or more of the household income comes form wage paid labour in agricultural activities are classified as Agricultural Labour Households (ALHs) and those where the primary income comes from wage labour in non-agricultural activities are classified as Non-agricultural Labour Households (NALHs). Post-independence economic reforms and structural shifts have fundamentally reshaped the Indian economy, resulting in faster economic growth. Despite that, Agricultural labour households (Rural) are the most vulnerable among economic groups, with the highest poverty indicators in their respective population segment (Sundaram & Tendulkar, 2003). The incidence of poverty was highest among casual labourers in rural areas (Radhakrishna, 2015). In India, the rural population, especially RLHs, faces various socio-economic challenges such as unemployment or underemployment, low income, illiteracy, and a high incidence of indebtedness (GoI, 2017). These socio-economic challenges result in low incomes and a higher marginal propensity to consume, which in turn leads to indebtedness among RLHs. According to Rural Labour Enquiry (2009-10), “A household is considered to be indebted if it has some debt outstanding against any loan incurred by it as on the date of reference. The loan includes borrowings in cash and/or kind as well as credit purchase evaluated at retail prices current in the local market”. Studies have found that the marginal propensity to consume for small and marginal farmers and agricultural labour households is greater than one (R. Kaur et al., 2018; G. Singh & Singh, 2015). The majority of farmers and ALHs are unable to meet their consumption needs with their earnings, forcing them to rely heavily on borrowing to sustain a minimum level of consumption (Singh et al., 2017). However, rural indebtedness has remained an important area of research for researchers and policymakers in India. Literature suggests that most studies on rural indebtedness in India focus on farmers and agricultural labour (H. Kaur, 2016; M. Kaur et al., 2018; G. Singh et al., 2017, 2019; G. Singh & Singh, 2015). There is a lack of empirical research that focuses on indebtedness among casual and rural labour households in India. Very few studies focus specifically on the indebtedness of causal and rural labour households (H. Kaur, 2016; Vani & Das, 2008).  According to NABARD’s All India Rural Financial Inclusion Survey (NAFIS) 2021-22, 52 per cent of rural households had some outstanding debt, with agricultural households (55%) having the highest incidence compared to non-agricultural households (48%). Indebtedness is more widespread and severe in states with higher agricultural growth, particularly among Scheduled Castes (SCs) agricultural labourers across all states (Deshpande et al., 2001). Although the share of indebted agricultural labour households declined in most states, the average debt per household increased across both the pre- and post-reform periods, with non-institutional financial sources accounting for more than 80 per cent of total debt in nearly half of the states (Sharma, 2005). About half of rural labour households in India were in debt, with a debt-to-income ratio of 1.7 and a greater share of non-productive loans in backward states, highlighting the widespread and deep-rooted nature of rural indebtedness (Vani & Das, 2008). Singh et al. (2017) concluded that more than 80 per cent of farming and agricultural labour households in rural Punjab were indebted, and that debt increased with farm size. About 80 per cent of ALHs were indebted, but the greater burden was on contractual workers than on casual workers (Desh et al., 2018). Therefore, this study examines the various aspects of indebtedness among rural labour households, including the incidence and extent of indebtedness, sources, purposes, and the rates of interest charged by different credit sources. Also, an attempt is made to study the variations and contrasts of indebtedness among rural labour households in Punjab and Bihar.
Research Methodology 
This study uses a multistage purposive and random sample design to examine indebtedness among rural labour households in two Indian states. Using the RBI’s Handbook of Statistics, an agricultural development index was constructed to categorize Indian states as agriculturally developed or agriculturally backward, leading to the selection of Punjab (agriculturally advanced) and Bihar (agriculturally backward). Further, two districts from each state were purposively selected following consultation with experts. Considering the agricultural advancement, Patiala district was selected from an agriculturally advanced state of Punjab, and Madhubani district was chosen from an agriculturally backward state of Bihar. After selecting the districts for both states, one block from each district, Rajpura from Patiala and Laukahi from Madhubani, was chosen through discussions with experts and district-level functionaries. Furthermore, two panchayats were randomly selected from each selected block. A cluster of villages from each panchayat was chosen randomly. In the Rajpura block, data were collected from the villages of Pilkhani, Kotla, Badal Colony, Jansua, Sadror, Dhabali, and Khanpur, which represent diverse socio-economic and agricultural conditions of rural labour households. In the Laukahi block, data were collected from the villages of Lakhsmipur, Balua, Sonversha, Piprahi, Sanpatah, Mansapur, and Dhobiya. Finally, a sample of 300 rural labour households, 150 from each of two states, was randomly selected for the study. The interview schedule was used to collect data. The primary data were collected in two phases due to COVID-19-related delays. The primary data was collected from Punjab in October 2021 and from Bihar in February 2023. For the analysis, descriptive statistics, such as averages and percentages, were employed. 
Results
Incidence and Extent of Indebtedness Among Rural Labour Households
The distribution of incidence and extent of indebtedness among RLHs in Punjab and Bihar is shown in Table 1. The data reveal that 59 per cent of RLHs are in debt; the incidence of indebtedness is slightly higher among ALHs than NALHs. The state-wise analysis shows that the incidence of indebtedness is significantly higher among RLHs from Bihar (68.67%) than among those from Punjab (49.33%). Across both states, the majority of NALHs are in debt, whereas the incidence of indebtedness among ALHs is significantly higher in Bihar compared to Punjab. The analysis of the average debt per indebted RLH reveals significant regional variation between Punjab and Bihar. The analysis reveals that the average debt per indebted RLH is significantly higher in Bihar at Rs. 84,670.39 than in Punjab at Rs. 52606.22. The same is true for ALHs and NALHs. Across both states, the average debt per indebted RLH is Rs. 71265.03, comprising Rs. 93,090.91 for ALHs and Rs. 69818.73 for NALHs. Among all sampled households, the average amount of debt per sampled labour household is Rs. 42046.37, comprising Rs. 56888.89 for ALHs and Rs. 41098.97 for NALHs. This highlights that the incidence and extent of indebtedness among RLHs are significantly higher in Bihar than in Punjab.  







Table 1: Incidence and Extent of Indebtedness among Rural Labour Households
(Mean Value in Rs.)
	Sr. 
No.
	Particular
	Punjab
	Bihar
	All Sampled Households

	
	
	ALH
	NALH
	All Households
	ALH
	NALH
	All Households
	ALH
	NALH
	All Households

	1.
	No. of Sampled Households
	6
(4.00)
	144
(96.00)
	150
(100.00)
	12
(8.00)
	138
(92.00)
	150
(100.00)
	18
(6.00)
	282
(94.00)
	300
(100.00)

	2.
	No. of Indebted Households
	2
(33.33)
	72
(50.50)
	74
(49.33)
	9
(75.00)
	94
(68.12)
	103
(68.67)
	11
(61.11)
	166
(58.87)
	177
(59.00)

	3.
	Average Amount Per Indebted Household
	37000
	53039.72
	52606.22
	105555.6
	82670.74
	84670.39
	93090.91
	69818.73
	71265.03

	4.
	Average Amount Per Sampled Household
	12333.33
	26519.86
	25952.4
	79166.67
	56311.96
	58140.34
	56888.89
	41098.97
	 42046.37


Source: Field Survey 2021-22 and 2022-23
Notes: ALHs = Agricultural Labour Household; NALH = Non-agricultural Labour Household; Figures in parentheses indicate percentage.


Indebtedness Among Rural Labour Households by Social Categories 
Table 2 highlights the indebtedness of RLHs by social category. In Punjab, the incidence of indebtedness among RLHs varies across social categories. The analysis reveals that in Punjab, general category labour households have the highest incidence of indebtedness, with 100% of households under debt, followed by Scheduled Caste (49.24%) and Other Backward Class (43.75%) labour households. The average debt per indebted household was highest for OBC households at Rs. 106857.1, followed by SC households, and general category households at Rs. 47,613.23 and Rs. 25000, respectively. Similarly, the average debt per sampled household was highest for OBC at Rs. 46,750, followed by the general and SC categories at Rs. 25,000 and Rs. 23,445.91, respectively. In Bihar, the incidence of indebtedness among RLHs is notably higher than in Punjab across all social categories. Across social categories, all labour households from the general category are in debt, followed by Extremely Backwards Caste (EBC) (85.71%), SC (71.83%), ST (61.53%), and OBC (60.78%). The average amount of debt per indebted household is highest among the general category households at Rs. 2,25000, followed by OBC, SC, ST, and EBC households with Rs. 90,677.42, Rs. 87966.67, Rs. 63125, and Rs. 57,812, respectively. 
Table 2: Incidence and Extent of Indebtedness Among Rural Labour Households by Social Categories
(Mean Value in Rs.)
	
	Punjab

	Sr.
No.
	Particular
	Social Groups

	
	
	SC
	ST
	OBC
	EBC
	Other

	1.
	No. of Sampled Households
	132
(88.00)
	--
	16
(10.67)
	--
	2
(1.33)

	2.
	No. of Indebted Households
	65
(49.24)
	--
	7
(43.75)
	--
	2
(100.00)

	3.
	Avg. Amount Per Indebted Household
	47613.23
	--
	106857.1
	--
	 25000

	4.
	Avg. Amount Per Sampled Household
	23445.91
	--
	46750
	--
	25000

	
	Bihar

	1.
	No. of Sampled Households
	71
(47.33)
	13
(8.67)
	51
(34.00)
	14
(9.33)
	1
(0.67)

	2.
	No. of Indebted Households
	51
(71.83)
	8
(61.53)
	31
(60.78)
	12
(85.71)
	1
(100.00)

	3.
	Avg. Amount Per Indebted Household
	87966.67
	63125
	90677.42
	57812.5
	225000

	4.
	Avg. Amount Per Sampled Household
	63183.32 
	38846.15
	55117.64
	49553.57
	225000 

	
	All Sampled Households

	1.
	No. of Sampled Households
	203
(67.67)
	13
(4.33)
	67
(22.33)
	14
(4.67)
	3
(1.00)

	2.
	No. of Indebted Households
	116
(57.14)
	8
(61.53)
	38
(56.71)
	12
(85.71)
	3
(100.00)

	3.
	Avg. Amount Per Indebted Household
	65354.83
	 63125
	93657.89
	57812.5
	91666.67 


	4.
	Avg. Amount Per Sampled Household
	37345.62
	38846.15
	53119.4 
	49553.57
	91666.67


Source: Field Survey 2021-22 and 2022-23
Note: (i) SC = Scheduled Castes; ST = Scheduled Tribes; OBC = Other Backward Classes; EBC = Extremely Backward Castes; (ii)Figures in parentheses indicate percentage.

The average amount of debt per sampled household is highest among general category households at Rs. 2,25,000, followed by SC, OBC, EBC, and ST households at Rs. 63,183.32, Rs. 55,117.65, Rs. 49,553.57, and Rs. 38846.15, respectively. Overall, among the sampled labour households, the incidence of indebtedness is highest in the general category, with 100% of households indebted. However, across other categories, the incidence of indebtedness is highest among EBC (85.71%), followed by ST (61.53%), SC (57.14%), and OBC (56.71%), respectively. The average amount of debt per indebted household is highest among the OBC, at Rs. 93657.89, followed by the general, SC, ST, and EBC at Rs. 91,666.67, Rs. 65,354.83, Rs. 63125, and Rs. 57,812.5, respectively. The average amount of debt per sampled labour household is the highest among general category households, at Rs. 91,666.67. Among other categories, the debt per sampled household is highest for OBC at Rs. 53,119, followed by EBC, SC, and ST households, at Rs. 49,553.57, Rs. 38,846.15, and Rs. 37,345.62, respectively. 
Indebtedness of Rural Labour Households by Different Sources of Debt
Table 3 presents the distribution of indebtedness among RLHs by debt source in Punjab and Bihar. The data reveal that, on average, an ALH in Punjab has taken a debt of Rs. 12,333.33 from institutional sources. The NALHs incurred debts of Rs. 17,493.47 from institutional sources and Rs. 9,026.39 from non-institutional sources. An average sampled labour household in Punjab has received Rs. 17,287.07 from institutional sources and Rs. 8,665.33 from non-institutional sources. However, in the case of Bihar, an average RLH has incurred the majority of debt from non-institutional financial sources. The data show that in Bihar, an average ALH has a debt of Rs. 79,166.67, comprising Rs. 15,833.33 from institutional sources and Rs. 63,333.34 from non-institutional sources. For NALH, the debt from institutional sources is Rs. 19,252.90, and from non-institutional sources, it is Rs. 36,759.06. Overall, an average sampled labour household in Bihar has borrowed Rs. 19,255.33 from institutional sources and Rs. 38,885.01 from non-institutional sources. Combined across both states, an average ALH is indebted to Rs. 14,666.67 from institutional sources and Rs. 42,222.22 from non-institutional sources. An average NALH has taken Rs. 18,501.28 from institutional and Rs. 22,597.69 from non-institutional sources. Overall, an average sampled labour household is in debt of Rs. 42,046.37, comprising Rs. 18,271.20 from institutional sources and Rs. 23,775.17 from non-institutional sources. 
The analysis of debt sources revealed that in Punjab, the majority of RLHs have incurred debt from institutional sources. At the same time, an average RLH in Bihar shows a high reliance on non-financial institutions for debt. Table 3 shows that the average RLH in Punjab has incurred 66.61 per cent of total debt from institutional sources and 33.39 per cent from non-institutional sources. The major sources of finance from which debt has been taken are microfinance agencies (45.88%), followed by commercial banks (20.08%), landlords (16.78%), relatives and friends (7.33%), moneylenders (4.84%), and other sources. It is interesting to note that ALHs only incurred debt from institutional sources. In Bihar, an average RLH has incurred more than 2/3 of its total debt from non-institutional sources. The major sources of debt are landlords (46.58%), followed by microfinance agencies (34.72%), relatives and friends (9.28%), and other sources. However, this is also true for ALHs and NALHs. Overall, an average sampled labour household from Punjab and Bihar incurred 56.66 per cent of total debt from non-institutional financial sources and 43.45 per cent from institutional sources. The major sources of debt are landlords (38.02%), followed by microfinance agencies (37.37%), relatives and friends (9.72%), commercial banks (6.08%), money lenders (2.67%), and other sources. An average ALH incurred 3/4 of its total debt from non-institutional sources, including landlords, microfinance companies, relatives, and friends. While an average NALH incurred more than 50 per cent of total debt from non-institutional finance agencies, the major sources are microfinance companies, landlords, commercial banks, relatives and friends, and other sources. 


Table 3: Indebtedness of Rural Labour Households by Different Sources of Debt
(Mean Value in Rs.)
	Sr. No.
	Source of Debt
	Punjab
	Bihar
	Total Sampled Households

	
	
	ALH
	NALH
	All Households
	ALH
	NALH
	All Households
	ALH
	NALH
	All Households

	A.

1.

2.

	Institutional Sources 
	
	
	
	
	
	
	
	
	

	
	Commercial Bank
	0.00
(0.00)
	5,326.39
(20.08)
	5,113.33
(19.70)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	2,719.86
(6.62)
	2,556.67
(6.08)

	
	Micro Finance Company
	12,333.33
(100.00)
	12,167.08
(45.88)
	12,173.73
(46.91)
	15,833.33
(20.00)
	19,552.90
(34.72)
	19,255.33
(33.12)
	14,666.67
(25.78)
	15,781.42
(38.40)
	15,714.53
(37.37)

	    Subtotal (A)
	12,333.33
(100.00)
	17,493.47
(65.96)
	17,287.07
(66.61)
	15,833.33
(20.00)
	19,552.90
(34.72)
	19,255.33
(33.12)
	14,666.67
(25.78)
	18,501.28
(45.02)
	18,271.20
(43.45)

	B.

1.

2.

3.
4.

	Non-institutional 
	
	
	
	
	
	
	
	
	

	
	Landlord
	0.00
(0.00)
	4,450.00
(16.78)
	4,272.00
(16.46)
	44,583.34
(56.32)
	26,228.26
(46.58)
	27,696.68
(47.64)
	29,722.22
(52.25)
	15,107.45
(36.76)
	15,984.33
(38.02)

	
	Money Lender
	0.00
(0.00)
	1,284.72
(4.84)
	1,233.33
(4.75)
	0.00
(0.00)
	1,103.26
(1.96)
	1,015.00
(1.75)
	0.00
(0.00)
	1,195.92
(2.91)
	1,124.17
(2.67)

	
	Relatives and Friends
	0.00
(0.00)
	1,944.44
(7.33)
	1,866.67
(7.19)
	18,750.00
(23.68)
	5,224.64
(9.28)
	6,306.67
(21.97)
	12,500.00
(21.97)
	3,549.65
(8.64)
	4,086.67
(9.72)

	
	Other
	0.00
(0.00)
	1,347.22
(5.08)
	1,293.33
(4.98)
	0.00
(0.00)
	4,202.90
(7.46)
	3,866.67
(6.65)
	0.00
(0.00)
	2,744.68
(6.68)
	2,580.00
(6.14)

	   Subtotal (B)
	0.00
(0.00)
	9,026.39
(34.04)
	8,665.33
(33.39)
	63,333.34
(80.00)
	36,759.06
(65.28)
	38,885.01
(66.88)
	42,222.22
(74.22)
	22,597.69
(54.98)
	23,775.17
(56.55)

	         Total (A + B)
	12,333.33
(100.00)
	26,519.86
(100.00)
	25,952.40
(100.00)
	79,166.67
(100.00)
	56,311.96
(100.00)
	58,140.34
(100.00)
	56,888.89
(100.00)
	41,098.97
(100.00)
	42,046.37
(100.00)


Source: Field Survey 2021-22 and 2022-23
Note: Figures in parentheses indicate percentage.

The high dependence of ALHs on non-institutional sources, especially in Bihar, stems from the fact that most ALHs are landless and assetless. They do not have any collateral to offer for institutional loans, which makes them more reliant on non-institutional sources. The second reason for their high reliance on non-institutional sources of loans is the high incidence of factor market interlocking in rural areas, especially in Bihar. Therefore, the lack of collateral and the interlocking of factor markets in rural areas are the main reasons for RLHs' high reliance on non-financial institutions for loans. In conclusion, the agriculturally developed state of Punjab exhibits a high reliance on RLHs for institutional funding, with 66.61 per cent of total debt sourced from institutions and 33.39 per cent from non-institutional sources. In contrast, the agriculturally backward state of Bihar is still lagging, with about 67 per cent of its total debt sourced from non-institutional sources and only 33 per cent from institutional sources. Across both states, 56.55 per cent of the total debt is incurred from non-institutional sources, and 43.45 per cent from institutional sources. These results highlight that RLHs still incur the majority of their debt from non-institutional sources and pay higher interest rates. Non-institutional lenders charge exorbitant interest rates, leading to a debt trap and chronic indebtedness among RLHs from generation to generation. 
Indebtedness of Rural Labour Households by Different Purposes
Analysing the indebtedness of RLHs by the purpose of debt provides important insights regarding their financial vulnerabilities. It reveals whether loans are used for productive or unproductive activities, thereby determining the debt repayment potential of RLHs. The purpose-wise debt incurred by RLHs is shown in Table 4. The analysis reveals that in Punjab, an average ALH availed all the debt for unproductive purposes. An average NALH has availed only 3.06 per cent of the total debt for productive purposes and 96.94 per cent for unproductive purposes. Overall, an average RLH in Punjab has availed only 3.01 per cent of total debt for productive purposes and 96.99 per cent for unproductive purposes. The major productive purposes for which the debt was availed are purchase of livestock (2.36%), followed by education (0.39%) and purchase of farm implements (0.26%). Whereas major unproductive purpose includes construction 


Table 4: Distribution of Indebted Rural Labour Households by Purpose of Debt
(Mean Values in Rs.)
	Purpose of Debt
	Punjab
	Bihar
	Total Sampled Household

	
	ALH
	NALH
	All
Households
	ALH
	NALH
	All
Households
	ALH
	NALH
	All
Households

	1. Productive Purpose
	
	
	
	
	
	
	
	
	

	Agriculture
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	9,166.67
(11.58)
	1,311.59
(2.33)
	1,940.00
(3.34)
	6,111.11
(10.74)
	641.84
(1.56)
	970.00
(2.31)

	Purchase of Implements
	0.00
(0.00)
	69.44
(0.26)
	66.67
(0.26)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	35.46
(0.09)
	33.33
(0.08)

	Purchase of Livestock
	0.00
(0.00)
	638.89
(2.41)
	613.33
(2.36)
	0.00
(0.00)
	434.78
(0.77)
	400.00
(0.69)
	0.00
(0.00)
	539.01
(1.31)
	506.67
(1.21)

	Purchase of Land
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	2,318.84
(4.12)
	2,133.33
(3.67)
	0.00
(0.00)
	1,134.75
(2.76)
	1,066.67
(2.54)

	Small Business
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	889.86
(1.58)
	818.67
(1.41)
	0.00
(0.00)
	435.46
(0.35)
	409.33
(0.32)

	Education
	0.00
(0.00)
	104.17
(0.39)
	100.00
(0.39)
	0.00
(0.00)
	181.16
(0.32)
	166.67
(0.29)
	0.00
(0.00)
	141.84
(1.06)
	133.33
(0.97)

	Subtotal (A)
	0.00
(0.00)
	812.50
(3.06)
	780.00
(3.01)
	9,166.67
(11.58)
	5,136.23
(9.12)
	5,458.67
(9.39)
	6,111.11
(10.74)
	2,928.37
(7.13)
	3,119.33
(7.42)

	2. Unproductive Purpose
	
	
	
	
	
	
	
	
	

	Household Consumption
	0.00
(0.00)
	1,475.00
(5.56)
	1,416.00
(5.46)
	0.00
(0.00)
	978.26
(1.74)
	900.00
(1.55)
	0.00
(0.00)
	1,231.91
(3.00)
	1,158.00
(2.75)

	Social Ceremonies
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	3,000.00
(5.33)
	2,760.00
(4.75)
	0.00
(0.00)
	1,468.09
(3.57)
	1,380.00
(3.28)

	Marriage
	0.00
(0.00)
	7,755.56
(29.24)
	7,445.34
(28.69)
	35,000.00
(44.21)
	17,971.01
(31.91)
	19,333.33
(33.25)
	23,333.33
(41.02)
	12,754.61
(31.03)
	13,389.33
(31.84)

	Health
	8,333.33
(67.57)
	4,516.11
(17.03)
	4,668.80
(17.99)
	19,583.33
(24.74)
	19,269.93
(34.22)
	19,295.00
(33.19)
	15,833.33
(27.83)
	11,736.06
(28.56)
	11,981.90
(28.50)

	Construction of House
	4,000.00
(32.43)
	9,541.25
(35.98)
	9,319.60
(35.91)
	1,666.67
(2.11)
	2,565.22
(4.56)
	2,493.33
(4.29)
	2,444.44
(4.30)
	6,127.45
(14.91)
	5,906.47
(14.05)

	Repayment of Old Debt.
	0.00
(0.00)
	725.00
(2.73)
	696.00
(2.68)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	370.21
(0.90)
	348.00
(0.83)

	Purchase of Vehicle
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	0.00
(0.00)
	507.25
(0.90)
	466.67
(0.80)
	0.00
(0.00)
	248.23
(0.60)
	233.33
(0.55)

	Miscellaneous
	0.00
(0.00)
	1,694.44
(6.39)
	1,626.67
(6.27)
	13,750.00
(17.37)
	6,884.06
(12.22)
	7,433.33
(12.79)
	9,166.67
(16.11)
	4,234.04
(10.30)
	4,530.00
(10.77)

	Subtotal (B)
	12,333.33
(100.00)
	25,707.36
(96.94)
	25,172.40
(96.99)
	70,000.00
(88.42)
	51,175.73
(90.88)
	52,681.66
(90.61)
	50,777.78
(89.26)
	38,170.60
(92.87)
	38,927.03
(92.58)

	Total (A + B)
	12,333.33
(100.00)
	26,519.86
(100.00)
	25,952.40
(100.00)
	79,166.67
(100.00)
	56,311.96
(100.00)
	58,140.34
(100.00)
	56,888.89
(100.00)
	41,098.97
(100.00)
	42,046.37
(100.00)


	Source: Field Survey 2021-22 and 2022-23
	Note: Figures in parentheses indicate percentage to total debt.	

and repair of house (35.91%), followed by healthcare (17.99%), household consumption (5.46%), repayment of old debt (2.68%), and other sources. In the case of Bihar, an average ALH has availed 11.58 per cent of its total debt for productive purposes and 88.42 per cent for unproductive purposes. An average NALH has incurred 9.12 per cent of total debt for productive and 90.88 per cent for unproductive purposes. Overall, an average RLH in Bihar has incurred 9.39 per cent of total debt for productive and 90.61 per cent for unproductive purposes. The major productive uses of debt are the purchase of land (3.67%), followed by agriculture (2.53%), small business (1.41%), purchase of livestock (0.69%), and education (0.32%). However, the unproductive purposes for which debt is used are marriage (33.25%), followed by healthcare (33.19%), construction and repair of house (4.29%), social ceremonies (4.75%), household consumption (1.55%), purchase of vehicle (0.32%), and other purposes. The miscellaneous purpose includes debt incurred for healthcare, agriculture, consumption, education, and the construction and repair of houses. The above analysis highlights that the majority of debt was availed by RLHs for unproductive purposes. However, an average sampled labour household has incurred a significant proportion of its total debt for marriage, healthcare, and miscellaneous purposes.  
Debt According to the Rate of Interest 
Table 5 reveals that in Punjab, an average ALH has incurred a total debt at an interest rate of between 21 and 30 per cent per annum. In the case of NALH, the maximum amount of debt is incurred at interest rates between 21 and 30 per cent, followed by 11 and 20 per cent, 31 and 40 per cent, 0 and 10 per cent, and above 51 per cent per annum. It is interesting to note that 5.45 per cent of total debt has been incurred at 0 per cent interest, reflecting debt taken from relatives and friends. An average RLH in Punjab incurred maximum debt at rates of interest ranging from 21 to 30 per cent, 11 to 20 per cent, 31 to 40 per cent, and other interest rate groups. Overall, 5.34 per cent of total debt was taken at a 0 per cent rate of interest, mainly from relatives and friends. In Bihar, an average ALH has incurred the maximum debt at a rate of interest between 41 to 50 per cent, followed by 31 to 40 per cent, above 51 per cent, and the least from 21 to 30 per cent. An average NALH has taken the maximum amount of debt at a rate of interest above 51 per cent , 41 to 50 per cent, 21 to 30 per cent, 31 to 40 per cent, and other interest groups. Overall, an average RLH in Bihar has incurred the maximum amount of debt at an interest rate above 51 per cent, followed by 41 to 50 per cent, 21 to 30 per cent, 31 to 40 per cent, and other interest groups.  The results in the table reveal that an average RLH in Bihar has incurred debt at a significantly higher rate of interest (above 51 per cent) compared to Punjab. In Bihar, labour households have incurred debt at a higher rate of interest, primarily from non-institutional sources, such as moneylenders and landlords, which typically charge exorbitant interest rates.  This suggests that greater reliance by RLHs on non-institutional sources of debt, limited access to formal financial services, and higher borrowing costs due to structural and regional disparities result in higher interest rates in Bihar. This, in turn, lead to greater financial vulnerability in the state. 
Table 5: Debt According to Rate of Interest
(Mean values in Rs.)
	Sr. No.
	Categories
	Rate of Interest

	
	
	0
	To 10
	11 to 20
	21 to 30
	31 to 40
	41 to 50
	Above 51
	Total

	
	Punjab
	
	
	
	
	
	
	
	

	1.
	ALHs
	 0.00
	 0.00
	 0.00
	12333.33
	0.00
	0.00
	0.00
	12333.33

	
	
	(0.00) 
	(0.00) 
	(0.00) 
	(100.00)
	(0.00)
	(0.00)
	(0.00)
	(100.00)

	2.
	NALHs
	1444.44
	1708.33
	8835.00
	10573.75
	3333.33
	0.00
	625.00
	26519.86

	
	
	(5.45)
	(6.44)
	(33.31)
	(39.87)
	(12.57)
	(0.00)
	(2.36)
	(100.00)

	3.
	All Sampled Households
	1386.67
	1640.00
	8481.60
	10644.13
	3200.00
	0.00
	600.00
	25952.40

	
	
	(5.34)
	(6.32)
	(32.68)
	(41.01)
	(12.33)
	(0.00)
	(2.31)
	(100.00)

	
	Bihar
	
	
	
	
	
	
	
	

	4.
	ALHs
	0.00
	0.00
	0.00
	9583.33
	28750.00
	30416.67
	10416.67
	79166.67

	
	
	(0.00) 
	(0.00) 
	(0.00) 
	(12.11)
	(36.32)
	(38.42)
	(13.16)
	(100.00)

	5.
	NALHs
	362.32
	507.25
	0.00
	16764.49
	3027.54
	15967.40
	19682.97
	56311.96

	
	
	(0.64)
	(0.90)
	(0.00)
	(29.77)
	(5.38)
	(28.36)
	(34.95)
	(100.00)

	6.
	All Sampled Households
	333.33
	466.67
	0.00
	16190.00
	5085.33
	17123.33
	18941.67
	58140.34

	
	
	(0.57)
	(0.80)
	(0.00)
	(27.85)
	(8.75)
	(29.45)
	(32.58)
	(100.00)

	
	Total
	
	
	
	
	
	
	
	

	7.
	ALHs
	0.00
	0.00
	0.00
	10500.00
	19166.67
	20277.78
	6944.44
	56888.89

	
	
	(0.00) 
	(0.00) 
	(0.00) 
	(18.46)
	(33.69)
	(35.64)
	(12.21)
	(100.00)

	8.
	NALHs
	914.89
	1120.57
	4511.49
	13603.26
	3183.69
	7813.83
	9951.24
	41098.97

	
	
	(2.23)
	(2.73)
	(10.98)
	(33.10)
	(7.75)
	(19.01)
	(24.21)
	(100.00)

	9.
	All Sampled Households
	860.00
	1053.33
	4240.80
	13417.07
	4142.67
	8561.67
	9770.83
	42046.37

	
	
	(2.05)
	(2.51)
	(10.09)
	(31.91)
	(9.85)
	(20.36)
	(23.24)
	(100.00)


Source: Field Survey 2021-22 and 2022-23
Note: Figures in parentheses indicate percentage to total debt.
Across both states, an average ALH has incurred the maximum amount of debt at an interest rate between 41 to 50 per cent, followed by 31 to 40 per cent and above 51 per cent per annum. In the case of NALH, the maximum debt incurred is at interest rates between 21 and 30 per cent, 41 and 50 per cent, and other interest rate groups. Overall, an average RLH has availed the maximum amount of debt at an interest rate of 21 to 30 per cent, followed by above 51 per cent, 41 to 50 per cent, and other interest rate groups. The analysis of debt amounts by interest rates highlights regional disparities between Punjab and Bihar. The RLHs in Bihar face significantly high interest rates, often exceeding 51 per cent, due to their greater dependence on non-institutional sources. In contrast, RLHs in Punjab mostly borrow at low interest rates, reflecting their better access to formal financial institutions than those in Bihar. 
Discussion and Conclusion 
The analysis of indebtedness among RLHs reveals significant regional variations in Punjab and Bihar. The majority of the sampled RLHs are in debt. The incidence and extent of indebtedness are significantly higher in Bihar, with more than two-thirds of RLHs in debt, compared to Punjab, where about half of RLHs are in debt. The ALHs exhibit a slightly higher incidence of indebtedness than NALHs, reflecting their greater financial vulnerability due to seasonal agricultural employment and income instability.  These results are consistent with the findings of previous studies (Kandikuppa, 2022; R. Kaur et al., 2018; Kumar et al., 2016; G. Singh et al., 2017; G. Singh & Singh, 2015; K. Singh et al., 2019; S. P. Singh & Bhogal, 2020; Vani & Das, 2008), who also observed a high incidence of indebtedness among ALHs and RLHs. However, the indebtedness is relatively high among socially and economically disadvantaged groups. Across both states, the incidence and burden of debt are high among SC and OBC labour households. The analysis of debt by credit source highlights the stark contrast between Punjab and Bihar. In Punjab, most of the rural labour households borrow from institutional sources, especially ALHs. In contrast, in Bihar, the majority of ALHs and NALHs depend on non-financial institutions. Overall, most sampled RLHs depend mainly on non-institutional credit sources, with key sources including landlords, microfinance companies, and relatives and friends. Similar patterns are noted in the previous studies (Kumar et al., 2016; Sarap et al., n.d.; G. Singh et al., 2017; G. Singh & Singh, 2015; S. P. Singh & Bhogal, 2020; Uppal et al., 2018), which emphasised the dominance of non-institutional credit sources among rural labour households.  Also, the credit availed through non-institutional sources is a significant means of surplus extraction and its redistribution without participating in its generation (Uppal, Kaur, and Singh, 2018). The analysis reveals that 92.58 per cent of debt is used for unproductive purposes, while only 7.42 per cent is used for productive purposes. Unproductive purposes, such as marriage, healthcare, house construction and repair, and household consumption, are the primary uses for which RLHs have taken loans. These findings align with Deshpande et al. (2001), Vani and Das (2008), Sigh and Singh (2015), Singh, Kumar, and Kingra (2019), and Uppal, Kaur, and Singh (2018). Rural labour households' access to financial institutions is usually limited due to the lack of collateral. Therefore, a majority of RLHs incurred significant loans from non-financial institutions at exorbitant interest rates, leading to exploitation, social differentiation, surplus extraction, and labour control over RLHs, especially in Bihar. These findings are consistent with previous studies (G. Singh et al., 2019; G. Singh & Singh, 2015; Uppal et al., 2018). Therefore, to reduce the incidence and burden of debt and to protect the rural labour households from exploitative lending, there is an urgent need to strengthen rural banking infrastructure through simplified credit procedures, targeted schemes, credit awareness, and financial literacy. Expanding the formal credit and promoting Self Help Group linkages in rural areas can play a crucial role in shifting the dependence of rural labour households on high-interest non-financial institutions. 
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