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I = ditorial

In our renewed efforts at improving the quality of articles and expanding
the reach of the Orissa Economioumal several stgps have been talken,
including the increase the frequency of issues per year and changing the
layout to suit to standads of refereed academic jounals These hae taken
some time and required much deeper attention. With the introduction of a
stricter review process articles go through the scrutiny of experts in the
relevant areas as chosen from across the country and even abroad. Articles
are typically revised before being accepted.This issue of tBeissa Economic
Journalincludes articles of diverse foci and authors from across Indian
states.

The opening aticle (by K.T. Rammohan and Abitha Ramakrishnan) tales

a journey,of over one-and-a-half century through the emegence and
consolidation of economics as an independent discipline in Indian colleges
and universities. The painstaking enquiry into the challenges facing this
rather complex and evidently less-researched process of adapting a largely
occidental academic discipline to suit to the Indian local and national contexts
brings forth interesting dimensions of curriculum-building in colonial India.
The discipline that was groomed within influences of the colonial and
nationalistic fervours seemed to hee lost substance Y the 1960s § when
studies of local, rural and agrarian economies had come to be studied with
a strong political economy approach that reemphasized the relevance of
inter disciplinarity. However, similar process vas also noticed in other
developing economies.

The article (by Hastimal Sagara) examining the introduction and implications

of demonetization in India delves into the question of if this rather abrupt
policy announcement could address the removal or at least reduction of
black money in the econony. Even after bur years of this unsettling move

it is difficult to attribute its role in tackling inflation or terror funding or
black money that it originally aimed &. The atticle, based on secondar
data, holds that disbanding the two high-valued currency notes was possibly
a severely misplaced strategy that adversely affected business and jobs
especialy in an econony where the informal sector has a hug presence

Focusing on the ecent ddate if a fast pace offarm growth is commensugate
with inclusive agriculture the article (by Itishree Pattnaik) compares the
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performances of the sector in two central-western dry land states of Gujarat
and Madhya Pradesh, the former a more prospeious stde than the ldter.
Even as agricultural growth rates turned out to be impressive in both states
in recent years the anaysis of its composition and ¢ynamics drawing upon
extensive field survey and also secondary data, suggests that the gains might
have percolated a a regional level but has hadly readed the small and
marginal farmers. This brings to the fore need for a different strategy of
agricultural growth whereby interventions could be broad-based and also
sustained.

Taking into considesation the chronic neglect of the socio-economic staus

of Muslim women in the Indian context the article (by Mdisrar Alam)
brings together arguments that highlights the need for paying attention to
enhancing access to education, creating opportunities of work as well ensuring
empowerment for them. Exploring information mostly from the landmark
Sachar Committee Report (2006) and supplementing it with data from the
NSSO 68th Round the article discusses marginalisation of Muslim women
from multiple dimensions. It makes for a case for using the lens of
intersectionality to examine challenges facing the particular section of the
Indian nation.

The potential of information and communication technology (ICT) in
enhancing the socio-economic status of women in India forms the content
of an article (by Prasenjit Ghosh). Using standard econometric tools as
vector autoregressive model, Augmented Dickey-Fullertest and Granger
causality test an attempt has been made to explore the relation between
ICT and women empowerment. Broadening access to ICT and also an
emphasis on social sector are important steps towards improving the status
of women, the article observes.

In yet another aticle (by Arghya Kusum Mukherjee) on women's issues an
evaluation of the ‘Kanyashree Pekalpa’ of the Government of West Bengl

has been undelken through a detailed ield investigation. While the prime
purpose of the scheme has been to encourage education amongst women
to ensure that girls do not get married before the age of eighteen it is
purported to bring in elements of modernity through underscoring
individualism. The stud/ suggests tha the sdhieme might not have made
much difference in tems of promoting modeminty, but it has been &le to
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an extent in strengthening decision making at the household level. The
stereotypical gendered noms still remain, however.

In a comparative analysis in two north Indian states Uttarakhand and Uttar
Pradesh the bapter (by Tanya Nautiyal and Sda Ismail) looks into the
degree of relationship betweensocio-economic development indicators and
financial inclusion at the district level. It brings out the fact of wide disparity
in UttarPradesh where about 80 per cent of districts were classified below
averagein financial inclusion index. The situgion was everse in Uttarakhand
which showed a far better situation. The study emphasizes the role of
literacy andurbanization in contributing towards achieving a higher level of
financial inclusion.

The research note (by Somdeb Lahiri) on rational choice theory offers a
necessay and suficient condition for a binary relation on a givennon-empty
finite and fixed set of alternatives.

This issue also inludes a book eview.

Keshab Das
Executive Editor, Orissa Economi®umal
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Abstract

Economics as a university discipline in India has a history of over 150
years. Yet, there has been hatly any attempt to write a disciplinary history
documenting the agency of early institutions of teaching and research and
associded individuals, and detailing the pactices of generation and
distribution of knowledge. The peger focuses on an impatant moment in
the genealogy of economics in India —the emergence of Indian Economics.
The attempt to adapt the western discipline to the local, historical-institutional
context was not unique to India, as evidenced by the rise of Chinese
Economics occuring around the same time

Introduction

Despite the vast literature on the history of economic thought, our knowledge
of the development of economics as a discipline in India is mege. When
was economics introduced as a course of study in India? What prompted
its introduction? Which were the institutions that imparted training? What
attracted Indians to the study of economics? Who were the first teachers
and students? What was the content of the curriculum? When did economics
research begin and what were the early concerns? How was knowledge of
economics disseminated? These questions offer entry-points to writing a
disciplinary history of economics in Indial

KT Rammohan is brmer Dean, Faculty of Social SciencesMahatma Gandhi University,

Kottayam, Kerala. Email: rammohankt@gmail.com

Abitha Ramakrishnan is a freelance economist. Email: abithad4abi@gmail.com

! Disciplinary histories ae social scientiic studies ofscience A disciplinary history
of economics is therefore different from history of economic thought. Elements
of a disciplinary history of economics in India may be traced to Rosen (1985)
and Byres (1999).



Transplanting the discipline érmed in caitalist, industrial England onto the
tropical soil was anuanced process. The ‘making’ of economics as stated in
the title of this paper thus comprises the twin aspects of the trajectory of
a metropolitan discipline in the colory: that is, “the relatively simple
institutional history of transmission” and “the complex genealogy of
translaion” (Chatterjee 1995:1-29)2? The pgoer is olganised in bur sections
Section l1documentsthe early phase of transmission of the discipline in
India. It traces the if st institutions of economics leaning, teaders, courses
of study, and textbooks. Section 2 &plores aspects oftranslaion’ of the
discipline and focuses on the field of study called Indian Economics. Scholars
like Morris D Mor ris and Burton Stein, have chosen to dub Indian Economics
as a ‘peculiar field of study’ (Morris and Stein, 1961). The contrary view
considers it as a major contrilution to eary, development economics
(Krishnamurty, 2009).Witing from the pewspectve of disciplinary history
rather than history of economic thought, we do not explore the significance
— or otherwise — of the knowledge-contribution of early economic thinking
in India. Cleary yet, as the pper agues the emegence of Indian Economics
represents a significant moment in the genealogy of economics in India.
The subsequent section 3views the cental method of Indian Economics
namely, village study, and highlights its historical-sociolgical thrust. A brief
comparison is dawn with Chinese Economics tha displayed a similar
institution a list orientation and considered village as the unit of study and
experimentation. The concluding section 4 discusses the decline of Indian
Economics in the contat of the rise to dominance ofmarginalist economics
the branching out of economic histoly as a sparate domain of enquiry, and
the development of sociology as an indg@endent discipline

1 EconomicsArrives in India

1906: Speaking & the Fergusson Collge, Poona, Dinshaw Edulji Wacha
noted: “Indian Universities and Colleges are extremely backward in the
teaching of this grea subject which dominates if closely seached, all human
action and pewades the vhole domain of human ethics” (Wacha, 1906).
Was Wacha entirely right in lamenting on the ba&ward staus of economics
in India? Just aout three years eatier, Cambridge had intoduced Economics
Tripos, and Oxford had commenced Diploma in Economics Although

2 The book marks the beginning, in the Indian context, of writing disciplinary
histories. It does not explore the trajectory of political economy/economics - which
allows additional room for the present paer.



political economy was an optional subject in the Honour School of Modern
History since its esthlishment in 1872, the ‘Modern Greas’ - Philosopty,
Politics, and Economics (PPE) - in Oxérd had to wait till 1921 (Arena,
2011: 29-34). The Indian scene vas similar By the later half of the
nineteenth centuy, political economy formed a pat of the arts curiculum

in the colleges in Calcutta, Bombay, and Poona. Right from its inception in
1857, Calcutta University offered political econony for BA Honors
programme in mental and moral sciences. At least from 1871, political
economy was included in the course on ‘History of England from 1760 to
1832’ for BA Pass pogramme? In Bombay, for BA, history was a compulsoy
component,and tha included political econony. By the end ofthe nineteenth
century, the subjects dr BA examination in Allahabad induded philosophy,
political economy with political science mathematics and plysics Already

in 1898, MG Ranade a student tained in one of the eafty colleges had
authored the book Essgs on Indian Economioshich shoved consideable
awareness of economic theor. Admittedly, specialist teahers in political
economy were not appointed and the course was offered in conjunction
with other disciplines — but such then was the case even in English settlement
colonies like Australia, and in Asian countries like China and &pan.

What then eplains Wacha's impaience and sense ofirgency in advancing
the study of economics in India? The urgency was political. The central
guestion in the Indian pubic spher then was the county’s economic
backwardness and knowledge of economics was critical to the nationalist
intellectuals to en@ge in debates with colonial authorities As Wacha noted,

[How] many among our pubicists are trained in Economics and,therefore,
able to follow the facts or reasoning or both which may be embodied
therein and offer well-informed and intelligent criticism thereon?...How many
of our Indian publicists intelligently follow the anrual budget and endesour

to offer enlightened criticism thereon, and expose the fallacies underlying
the Ministerial statements or his igures?...how many were the Indians
who, in the first place clealy comprehended the signitance of that currency
revolution [divorcing Rupee from its bullion value and depreciating it], and
how many, having comprehended it, were ale to discuss the mter in a
critical spirit in the public prints? (ibid)

3 See Gol (1857) andThe Calcutta Ureéisity Calendaof various years.
6
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The colonial stde, on the other could not aford to leave economics discowse
to the Indian nationalists. It had to represent the economic problems as
specifcally Indian, with their causes intenal to the country. As a British
colony, a good part of economic knavledge flowed into India first through
the conduit of colonial governance The East India Collge a Haileybury,
where the English East India Company trained its officials for employment
in India contributed greatly to this knowledge-flow. The Haileybury
curriculum comprised ‘Orientals’ and ‘European Subjects’. The latter included,
among othess, political economy — taught ty TR Malthus, during the ealy
decades ofthe nineteenth centuy (Ambirajan, 2007). From the 1870s
Trinity College, Dublin offered special couses in political econony for
students preparing for Indian Civil Services examination.

Economics learning in India began in the schools. During the latter half of
the nineteenth centuy, the must-read in sdools acioss India was Richard
Whately’s Easy Lessons on Myndatters. Drummond Professor of Political
Economy at Oxford, Whately was “the great evangelist of political economy
in nineteenth-century”* The book was a condensed version of his Oxford
lectures delivered in 1831, which had aimed at acquainting the Oxford
community with political economy, most of whose membes were either
ignorant of the discipline or distrustful of it, under the impression that it
challenged Christian momals (Whately, 1831). When pulished asEasy Lessons
in 1836, it was addressed to a different audience: comprising mostly children
in elementaly schools, and working classes and wmen in Engand and
Ireland, who lacked access to uniersity educdion (Boylan and Foley, 2005).

In India, as in other British colonies Whately’'s book was translaed for use
in local language schools. Sometimes it was near-verbatim like
Panakkayanglude Varnana in Malayalam undertaken by Anglican
missionaries in Travancore in 1862. A second translation,
Dhanaatvanirupanamwas biought out by Keralavarma Valiyakoyitamburan.

In Bangla too, at least two versions of Whatley’'s book were in circulation:
the first, Artha Byabohaby Rajkrishna Raychowdhury was published in the

4 Subsequent to his Oxdrd tenure, Whately was Archbishop in Dublin. He
estalished the Whately Chair in Political Economy at Trinity Colle ge, Dublin
in 1832. Whately stood with the English movement to make political economy
more ‘scientific’ and opined thd the discipline should hae been calledcatallactics’
or the ‘science of exchange’'. His book on Rhetoric was also a mandatory reading
in Indian schools.




1860s; the second, Nrisinha Chandra Mukhurji's Arthaniti-o-Athavywahai,
published in 1875,also caried extracts fom James Mill's Elements ofolitical
Economg. By its twelfth edition of 1875, Raychowdhury’s work too had
been “considerably improved and enlarged by incorporation of important
materials from the works of Mill, Fawcett and other standadt writers on
Political Economy”; yet, it was “adgpted to the equirements ofthis country”
(Raychowdhury, 1875: 2).

Whately’s book has been viged as an instument of social contiol over the
lower classes in England and Ireland exercised through the command of
science (Bglan and Foley, 2005). The book aoided discussing the
exploitative aspects of private property relations. “Can it be supposed that
the poor would be better of if all the property of the rich were taken avay
and divided among the pooy and so allaved to become rib for the future?

... Poor would then be nuch worse of than now...All would soon be as
miserably poor as the destitute bggars ale now. Indeed, so far worse there
would be nobod/ to beg of”.®

Whately subscribed to the uniersal lav of economic piogress disregarding
the implications of colonialism. As the book noted: “[lln any country in
which property is secue, and the people industriousthe wealth of the
country would increase”. The book erased the inequities of colonial exchange
by emphasising comparative advantage: “God has made other countries
useful to us and has made us useful to other countrig§ While in the
metropolis Whately’s book was an instument of social contiol of working
classes in the colonies by justifying both cgpitalism and colonialism, it
sewved to contol the masses talarge.

While much of political economy initially came to India through colonial
governance and shool textbooks and political econony had been a cowe

of study in Indian universities since their inception, institutionally it came
of age - with independent, university departments of teaching and research,
establishment of chairs, formation of a statum of reseachers engged in
individual and/or joint work, and a greater frequency of publication of
articles and books - ol during the twentieth centur. The recommenddions

of the Indian Universities Commission1902 formed the starting-point. The
Commission urged rationalisation of economics teaching across the five

5 As cited in Boylan and Foley (2005: 87).
6 As cited in Gore (2005: 191).
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universities then existing. It supported the then practice of offering political
economy together with history; but insisted on introducing political economy
as an optional 6r BA. The Commission ecommended ofering MA in four
streams: a) languajes; b) philosophy; c) history, political economy, and
political philosophy; d) mathematics. It also called for institution of research
degree in all four streams to be ganted “after some gars spent in original
reseach” (Gol, 1902: 34). Accordingly, Calcutta University awarded its
first doctorate in economics in 1911.

Following the Commissioris recommenddions to expand teading and
research, the first chairs in economics were instituted. It is worth recalling
the names ofeatly professos since the wailable histories of Indian economic
thought fail to acknowledge the contributions of European economists who
taught and researched in India, especially those who did not subscribe to the
Indian nationalist view of the econony. In 1908, the Minto Chair in
Economics was estalished in the Calcutta Uniersity. The first gopointee
was an Indian,Manohar Lal, who had gaduated from Cambridge. Lal taught
from 1909 to 1914. He was succeeded by CJ Hamilton, economic historian,
who had earlier taught at Cardiff and Oxford. Their efforts paid off leading
to a flourishing department of economics estalished in 1914. During the
same ear, in Allahabad, HS Jewns - who conducted eseach on sun spot
theory after his ther WS Jewons - was gpointed professor and MA
programme was launched. The government proposed a school for economic
research in Bombay University in 1912, but it materialised only by 1919.
It was set up as the University School of Economics and Sociology; the
multif aceted academicPatrick Geddes — botanist,sociologist, ethnographer,
and ciic planner — was gpointed professor In Madras the department of
economics was set up in 1912 but the appointment of professor was delayed.
First, there was dispute between pro-philology and pro-economics campers
in the administration. The question vas settled in &vour of economics lut
the government initially hesitded as the pospective professor Gilbert Slater,
formerly of Ruskin College, Oxford was a socialist.Slater joined in 1914
and served a five-year term.

Disciplines are not formed merely within the bounded walls of the classroom

7 Jajnesvar was the frst stiolar to be avarded; his thesis vas on ‘The History
of Land Tenures in Endand, France Germany and Russia and theAgrarian Question.
It was pubished under a shater title EndishTheories oRentin 1924. See Ganguli
(1977).




or around the table of the board of studies. A great deal of dissemination
of knowledge occured through journals books and mon@graphs and
professional bodies. Among the first journals exclusively concerned with
economic afairs was The Indian EconomisEstablished in Calcutta in 1870
as a monthy journal, it was as the motto stéed, “devoted to economic and
statistical inquiries concerning India”. During the first decade of the twentieth
century, R Palit launched ‘another’ Indian Economistwhich he conceved as
“the best way of helping the [Swadeshi] movement”. Th&arvajanik Sabha
Joumal in Poona caried analtical articles on the Indian econory during
1880s and 189QsBoth The Calcutta &iev and The Indian Rviev regulary
carried articles on economic méers. Besides The Social Sace Qudaety of
the Social Sevice Leaguge Bombay and the Chanalya Society Bulletins of
Patna College, published economic suveys and studies Down south, ideas
from Adam Smith’'s Wealth ofNationswere caried in a series ofarticles in
the Malayalam journal Vidyavinodiniin the 1890s. Another Malayalam
journal, Lakshmi Vilasampublished from 1906, dedicated itself solely to
economic affairs. Pioneering economic analyses of landlordism in Malabar
and coir-yarn spinning industry in Travancore gopeared in the pages of this
journal.

The first professional body of economists to be formed was the Madras
Economic Associdion estéblished in 1913. Soon after sudh associgions
were estdlished in smaller centes too — or instance in Madurai and
Kumbakonam. The association publishedJournal of the Madras Economic
Associttion. No copies seem to hee suwived hut the fact of publication is
evidenced by a brief note in theAmerican Economic Revielv September
19148 The Bengal Economic Association, founded in 1916, laid down its
central objective as “to stimulate interest in, and to promote the advancement
of economic science in India”. Towards this it identified three stategies:
“the publication of a journal”, “the organisation of periodical conferences”,
and “building up of an Economic library”. Its organ, The Berg Economic
Journa) issued thrice a year during 1916-1917, and jointly edited by CJ
Hamilton and JC Coyajee highlighted the need ér historical and feldwork-
based eseach on economic poblems of the country. An article in the
inaugural issue noted that an important aim of the association was “the
encouragement of original research ... By original research is meant the

8 “Students of Indian Economics will be interested in the first number of the
Journal of the Madras Economic Associdti@montains surveys of the economic
condition of two typical Madras villages”. ‘Notes’ (1920): American Economic
Reviewd (3): 762-770.
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collection first hand of facts and figures regarding some side of economic
life of the country which has not formed previously the subject of systematic
or, at any rate, exhaustive stud;.”

The idea of an economic association for the whole of India and a
corresponding, pan-Indian journal of economic research was mooted at the
meeting of the Ben@l Economic Associaion held in Calcutta in January
1918. The meeting proposed the formation of “an Economic Association
for the whole of India which will serve to link together all those interested
in Economic Science throughout the country and afford a medium for their
common action in promoting the study of the subject” and the launching
of “a journal of a thoroughly representdive character”. Soon, The Bergj
Economicalimal gawe way to The Indian Economioumal. In 1919, the new,
Indian Economic Associdion met in Bombay, and therafter the anrual
conferences were held in various centrés.

Besides &changes among economists within the countt there were
exchanges such as between Marshall and Lal that cut across national borders.
Further, the robust pulic spher drew in professional economistsBoth
Jewons and Slaer were in communication with Gandhi — most often, to air

a different view from his. In his letter of August 11,1918 to &wns Gandhi
strongly reacted to his sugestion of increasing the salt tax:“Y our talk of

a rise in the salt tax ... send a shudder through my body”. A visibly agitated
Gandhi ended the letter by noting, “I did not want to give you a long letter
but my pen would not be deded” (Gandhi, 1999: 188-189). Slater, who
had listened to Gandhiin a public meeting in Madras in 1921, wrote an
unsigned letter toYoung India This was to epress dissent with Gandhsg
view that the root of the political trouble owed to the British looking down
Indians as inkrior. Slater noted tha in certain respects the British wre
actually superior Gandhi published the letter with his stamp ofapproval:
“W hat my correspondent sgs is peréctly true We must improve in these
respects”. (Slater, 1936: 332).

2 Indian Economics

The early usage of the term Indian Economics may be traced tssays
on Indian Economieaithored by Ranade in 1898. The opening chapter was

9 Information and quotes dawn from ealy issues of The Bergl Economicailimal
and The Indian Economioumal.
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his lecture, ‘Indian Political Economy’, delivered a& the Deccan Collae,
Poona in 1892. The book emphasised alativity of economic anaysis in
time and space as opposed to theggumption of its universality. As Ranade
noted:

The Laws of Social Piogress inWealth must be sought in the histor of the
general Social Evolution which is different in different countries .... If in
Politics and Social Sciencetime and place and cicumstances the
endowvments and atitudes of men, their habits and customs their Laws
and Institutions, and their previous History, have to be talen into account,
it must be stange, indeed, that in the economical aspect ofour life, one set
of generl principles should hold @od everywhere for all time and place
and for all stages of Civilisation (Ranade 1906: 5).

He noted that the idea of Economic Man was inapplicable in the Indian
context, and that, such was the case with many other assumptions of
economics— like mobility of capital and labour:

With us [Indians] an average individual man is to a ery large extent, the
very antipode[s] of the economical man. The Family and the caste are
more powerful than the Individual in detemining his position in life. Self-
interest in the shape of the desire for wealth is not absent, but it is not the
only principal motor. The pursuit of Wealth is not the ony ideal aimed a

... Custom and State Regulation are far more powerful than Competition,
and staus, more decisve in its influence than Conteact. Neither Capital nor
Labour is mobile and enterprising and intelligent enough to shift from place
to place ... Population follows its ovn law ... In a society so constituted the
tendencies assumed as axiortie, are not only inoperative, but are actually
deflected from their proper direction (ibid, 10-11).

Radhakamal Mukerjee may be described as the methodadical poverhouse

of Indian Economics In 1916, he pulished Foundaions ofIndian Economics
which followed the method of “comparative and applied economics”. The
book formed the seed otis two subsequent &aises Principles oCompaative
Economic1921) andRegional Sociolo§¥926). Under his intellectual lead,
the Lucknow School formulated an gproach which involved “bridge-kuilding
between natural sciences and human sciences; between economics and
sociology; between theory-building and fact-finding; between social theory
and practical social work” (Joshi, 1986: 1458-1459).

12
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Such attempts to adapt the western discipline to the local, historical-
institutional context were not unique to India as evidenced by the rise of
Chinese Economics during the edy twentieth century. It would be tempting

to trace the roots of both fields of study to the German Historical School
but this might not be fully warranted as these were shaped as much by the
Asian context. In China, as in India, it was felt that economics instruction
had been too nuch based onWesten ideas and &perience Like Indian
Economics Chinese Economics emphasised thdthe unit [of study and
experimentation] ... will generally be the single village or group of villages”
(Trescott, 1992: 1228).

The term Indian Economics was absorbed into colonial vocabulary with the
Report of the Indian Universities Commission d@fiD2he Indian Universities
Act 1904 While the nationalists viewed Indian Economics as embodying a
socio-institutional goproacdh to the stud/ of the econony, the colonial stae
used the tem in a mere descriptie sensgto indicate the geographical focus
of study. The Commission noted tha “the study [of political economy]
might be made more intelligible and instructive if attention were directed
to the economic conditions with which the students a& more familiar, and
if they were encoumged to investigate in a scientifc manner the economic
problems of India” (Gol, 1902: 31). The Commission had recommended a
similar special bcus on India br subjects lile history and geography. To the
state, Indian Economics thus meant specialtgention being paid to economic
problems of India — without acknowledging the most serious economic
problem of all, that is, colonialism. Some of the eaty professos, both
Indian and European, also subscribed to the statist-view of Indian Economics.

The Universities Commission claimed that in directing a greater emphasis
on local economic issuesit was being poactive to the sugestions made

the teaching community: “Some teachers complain that they are restricted
to the abstract doctrines of certain European and American economists and
that the students learn the subject matter of the books without grasping the
theories or compehending the illustations”. At once, however, the stae

sought to stall the entry of the harder questions of political economy into

10 Slater, a Fabian socialist,was involved with gas workers’ union. He joined Ruskin
College as Principal,immediately after a long-dewn students’ strike, which had
demanded, among others, the inclusion of Marxist political economy in the
curriculum.
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the curriculum: “economics at Ruskin [the workers’ college in Oxford]
might be too strong a meat for Indian students”, as a colonial educationist
quipped while trying to prevent the appointment of Slater as professor in
Madras University (Abitha, 2012: 44)°

The naionalist attempt to re-gopropriate Indian Economics often s& an
over-emphasis on ideolgy, as rewealed ty Radhakumud Mookerji's An
Introduction to Indian Econom{&913). Mookerji noted that the term Indian
Economics has been varyingly used to refer to “the history of Indian economic
thought”, “the history of Indian economic evolution”, and “an illustration

of universal economic principles with Indian examples”, but in its true
sense Indian Economics is “a systematic and scientific study of the principal
problems of India from the strictly Indian national standpoint” (Mookerji,
1913: 2-4).

The eaty decades ofthe twentieth centuyy sav a profusion of books on
varied aspects oindia’s econony. Besides the gowing nationalist movement,
this owed to the inceased demanddr textbooks following the spread of
economics education. The new books reflected important changes in Indian
economic thinking. While early authors like Ranade dismissed the relevance
of Westen economic theoy in India, later authors like Brij Narain were of
the view that “the principles of the [economic] science are less inapplicable
to the Indian conditions now than they were a quarter of a century ago”.
In his book Essays on Indian Economic Probjambtished in 1919, Narain
noted tha “both Political Economy and our country have much changed
since 1892 [wen Ranade delvered the lectue on ‘Indian Political
Economy]”.

For Narain, Indian Economics meant the stug of Indian economic life;
showing “how the laws of Economics work in India”. As he proceeded to
note, “It should not be supposed thathey will, somedg, become the basis
of a new science of Economics; their chief value consists in explaining and
illustrating the opemtion of economic lawvs in India ... [there is] no science
of Indian Economics as apart from the science of General Economics”.
Yet, as he emphasisedthere was need ér “an exclusive stud/ of Indian
problems in their historical and emironmental pespectve, though in that
study our knowledge of western economic doctrines will help us a great
deal” (Narain, 1922: 3-5).
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Indian Economics was not a monolith as it is often assumed to B&
comprises mary different, and sometimes ratually contradictory, opinions
on many different economic problems of India. In this sense it would be
more correct to speak, not of one but about a dozen “schools” of Indian
Economics” (ibid., 5). As we sift through the different perspectives of
Indian Economics, three emege prominent. These ma be called the
‘agricultural school’, the ‘industrial school’, and the ‘walking on three legs
school’.

To follow closely the rhetorical ruances ofdifferent sdools (‘rhetoric’ viewed,
as ‘the capacity of persuasion, ‘the forms and methods of reasoning
recagnised as wlid’, following Deirdre McCloskey), we shall daw passaes
from the works of the eaty mastes. Mukerjeg the leading eponent of the
agricultural school, advocated “a line of evolution not towards the so-called
‘modern’ or Westen industrialism, but towards a fuller and moe deteminate
Indian industrial order”.

The synthetic vision of India will be the sorely needed corrective of the
rigid, analytical, mechano-centric standpoint ... The large industry implies
an army of intermediaries and middlemen. The small industry by the extreme
simplicity of its organisaion diminishes economic friction and aoids the
conflicts between the diferent dasses wich share in distribution, eg.,
between the ldourers and the caitalists, which have destoyed social peace
in the West. The locale of that industry will be the cottage. The home and
the family, the caste and the social eironment humanise and socialise the
labourer. In agriculture, on account of the peasans rights in the soil,the
family as the sociological unit and the small holding of land as the economic
unit will assert their full social values ... it destroys the spell of monetarism
and militarism (Mukerjee 1916: 463-465).

Interestingy, Alfred Marshall was a leading wetary of the agricultural path
to Indian economic deselopment. In his letter of February 22, 1911 to Lal,
he noted: “I do not think that manufactures are more conducive to prosperity
than agriculture ... to try for manufactures as in themseles a emedy for
India’s ills seems to me aafal error” (Whitaker, 1996: 282-283).

There were mary variants to the aricultural scdhool. JIM Keynes upheld one
such variant which hailed the technical-economic approach to cultivation.
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[In India] a considerable part of the educdéed dass seems to desr
with patriotic favour, the industrialisgion of their country and the
greaest possilke development of manufacture. In my own opinion
such a change is not,in the future which one can breseeeither desiable

or likely. It is an unfortunate consequence othe Endish connection
that industrialism should present itself to Indians as the royal road
to prosperity and to a dignifed position among ndions ... Yet is thee
not good reason to belige tha, so far from this being the case
her future prosperity is to be sought almost entirely in the application
of more skill, and especially of more capital, to the methods of
agriculture? ... The raising of the level of comfort amongst the vast
mass of population must be brought about by the application to the
land of the brains and the caital of new India (Keynes 1911: 426-
431).

Such views as those adanced ky Mukerjee which held caste-based
organisdion as an oganic trait of Indian society and cgable of being fused
with future economic deelopment, invited severe criticism from both within
and outside the academia. Palme Dutt viewed the agricultural school as
representing “the ba&ward-looking tendeng, which seeks to hild its
programme on the basis of an idealised ancient Indian civilisation, purged
of its grosser @ils, but retaining the essential tenets and institutions of
Hinduism”.

BR Ambedkar was another staunch critic of the view that the caste-system
was meely a case ofdivision of labour and promoted economic eficiency.
As he noted,

[T]he first thing that is to be urged against this view is that the caste
system is not meely a division of labour. It is a division of labourers.
Civilised society undoubtedl needs dvision of labour. But in no
civilised society is division of labour accompanied by this unnatural
division of labourers into watertight compartments ...Social and
individual efficiency requires us to develop the capacity of an
individual to the point of competency to choose and make his own
career This principle is violaed in the caste system... (Ambedkar
2011: 233-234).
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Narain's ess& ‘Indian versus Westemn Industrialism’ challenged the
perspective of the agricultural scool and its leading adocate, Mukerjee:

Those of us who are opposed toWestein industrialism and who
want India to pursue her ancient line of economic evolution, should
remember two things —that an agricultural country means a poor
country, and tha growth of civilization with all that it implies,
depends upon the gowth of town life, which, in its turn, depends
upon the growth of industrialism. Revive the village community if
that be possilte; restore the village by all means but that is not how
the problem of Indian poverty can be solved. The lesson that history
teadhes is that so long as a county has emained a pedominantly
agricultural country, it has remained poor and in a laver stage of
civilization as compared with manufacturing countries... Industrialism
alone can s®e India. And our industrialism will, probably, have to
be of the same type as th&Vesten industrialism. We shall hae to
fight the West with the same wgoons which it employs against us
(Krishnamurty, 2009: 55-62).

Even bebre Narain wrote, Theodore Morison, had emeged as an adocate
of the industrial sdool. VM K ale was another adent suppoter. In The
EconomicTransition in Indiapublished in 1911, Morison noted:

India’s industrial transrmation is near & hand; the obstages which
have hitherto prevented the adoption of modem methods of
manufacture hare been emoved; means oftranspot have been spead
over the face of the whole country; capital for the purchase of
machinery and erection of factories may now be borrowed on easy
terms; medianics enginees and husiness mangers, may be hired
from Europe to train the future captains of Indian industry; in English
a common language has been found in which to transact business
with all the provinces of India and with a gredaer part of the Westen
World; security from foreign invasion and intenal commotion justifies
the inception of large enterprises (Morison, 1911: 242-243)

The third prominent school of Indian Economics —which we designated as

the ‘walking on three legs school’ — rejected the exclusive emphasis of the
first two schools on agriculture/industry as unrealistic. Slater and Padmanabha
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Pillai were the leading exponents of the third school. Unlike Narain and
others of the industrial school who were outright critical of the agricultural
school, Slater displayed a nuanced understanding. This is revealed in his
‘Intr oductory Note’ to Pillai’s Economic Conditions in Indiablished in 1928,

Mr Gandhi, and the small band wo accept his economic doctrine
look with horror upon the physical and moral evils engendered in
India by the massing together of helpless immigrants from the
countryside into slum-cities like Bombay and Ahmedabad to supply
labour power to factories and adsocate, instead of a more rapid
forward rush into big capitalist business a retrea to more primitive
industry and social organisation.

The problem, as Slater viewed it, was one of practicality:

If all India were resolved to wear nothing but hand-woven, hand-
spun doth of Indian manufacture, there would be work in the villages
for the many months in the year in which agricultural employment
either ceases altgether or requires ony a fraction of the available
workers. That waste of time would become productive ... [A]s the
production of food in a village is largely determined by the supply
of labour available in the week or two of maximum pressue of
work, the total output of food would be increased, and therefore the
real prosperity of the county.

There is more reason in this gospel of the Charkha — the spinning
wheel — than would be supposed by people unfamiliar with Indian
conditions. In the Gandhi programme it should be combined with
other reforms [equality of caste abolition of untouchability, non-
violence birth-control by sexual restmint etc] ... The one objection
to this programme is that it requires that the ordinary man should
become much more like Mr Gandhi than he possibly can for many
generations to come (Pillai, 1928: xi-xviii).

At once, Slaer rejected the gclusive stess on moden industrialisation as
put forth by the dominant, industrial school:

The dominant opinion in India finds the solution of the problem
[economic backwardness] in rapid industrialisation ... India had in
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1921, 3957 factories and workshops liable to inspection, employing
1,263,658 men, women and children. It would be a great achievement
if in ten years these were increased to such an extent as to double
the number of hands employed. But even this would only accomplish
the asomtion of workers, with their dependants to the number of
about a quarter of a million per annum. Certainly we must allow
also for the increased employment which such an increase in factory
activity would demand in mining, transport and distributive trade;
but on the other hand, we must also make allowance for the throwing
out of vast rumbers of hand-loom weaers and other caftsmen
whose occupdéion would be taken avay by increased &ctory
competition (ibid).

The third school advocated a “programme of simultaneous trilinear advance
in agriculture, rural handicrafts utilising the spae time of agricultural families,
and large scale industry”. It sought agricultural improvement through changes
in the distribution of land, techniques of cultivation, access to finance and
market. The third school did not rule out modern industry but did not
worship it either The role of handicraft industry was recognised br its
contribution to employment-generation and possibility of increased income-
generation through the use of better productive techniques — ‘appropriate
technology’, as it came to be subsequently called. While paying regards to
many aspects ofthe naionalist strand of Indian Economics it sought to
demystify the idea of India’s ‘glorious economic past’:“it affords no useful
precedent for guidance in a recasting of economic life on account of the
changed conditions of the present day” (ibid).

3 Through the Village Lens

Objectifying village India has a much longer history than Indian Economics.
The Orientalists projected an image of the Indian village to contrast and
place European modernity in a hierarchic relationship with India and the
rest of Asia. The idea helped colonial administrators to reduce the complex
social reality of India to the bipolarity of the stae and the village. Proclaiming
village as fundamental was a means to its incorporation in the governance
apparatus. For the eaty nationalist intellectuals based in urban cengs the
village appeared as a pristine space inhabited by simple folk and demanding
presewration, or altematively, a site polluted ly colonialism and calling br
recovery.
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Even without discounting the epresentadional aspects ofthe Indian village,
on which there has been a spe of writings, it may be noted tha the village
was indeed fundamental to Indian societyBy the twentieth century, for
both the colonial government and the naionalists, the Indian village maiked

a definitive sign of economic backwardness. Surveying the village was
therefore cental to Indian Economics Speaking ofhis work The Bunddions
of Indian EconomicdMukerjee noted: “the main source of my information

is my own first-hand stug and actual investigation on the spot of the
cottage and village industries and the systems dfade credit and transpoit”
(Mukerjeg 1916: xix-xxiii). The economic and social aganisaion of the
village was closely interwoven, necessitating the historical-sociological
approach that Mukerjee dampioned.

A remarkable spurt in village studies occurred from the second decade of
the twentieth century. It owed, among othes, to the spead of economics
education. In 1919, the Director of Public Instruction, while sanctioning the
expansion of economics faculty in a presidential university noted: “the
need for the development of the study of economics has been continually
before the public and government during the last few years” (Abitha, 2012:
39).

Following the first five universities estalished during the nineteenth centuyy,

a much larger number of universities came up in the twentieth, especially
during the period bllowing the First World War. Both Patna University,
established in 1917,and the Osmania Unversity, Hyderabad set up in 1919,
offered courses in economics. The Lucknow University established School
of Economics and Sociology in 1921; the department of economics in
Dacca University was bunded during the same gar. The University of the
Panjab established in Lahore in 1882 instituted a chair in economics in
1919. The Aligarh Muslim University instituted Badelor's degree in
economics in 1935,and Masters two years later.

During this period, the discipline expanded to a large network of colleges
as well. Further, a specialised cen& of economics teahing and reseach,
the Gokhale Institute of Politics and Economics was set up in Bona in
1930; it was recognised as a centre for MA and PhD in economics during
the next year The Indian Staistical Institute estdlished in Calcutta in
1931, prioritised, besides stastics, reseach in economics and anthopology.
Nearly all these institutions were engaged in village studies. The stride in
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village studies also owed to the emphasis on village development and
decentralised governance in the early economic programmes of the Indian
National Congress.

The most substantive among the Indian village studies of the early twentieth
century was those undertaken by Slater and his students in the Madras
University from 1915 to 1916. Slater was advantaged by his earlier research
on village: he was a student of economic history and the doctoral dissertation
he submitted & the London Sdool of Economics and Rlitical Science in
1904 was on the destuction of English village comnunities (Slaer, 1968).
Distinguished by historical-sociological method, insights of comparative
economics thoroughness offieldwork, and cautious dewing of inferences
Slater's studies of south Indian villages almost became a modelof many
subsequent village studies.

Slater's suwveys caefully avoided genemlisation. In 1913, Morison, while
delivering the inaugural address of the Madras Economic Association, had
remarked: “economic enquiry in the Madras Presidency should begin with
a sociolggical and stdistical survey of a typical village.” Slaer noted tha
“too much stress must not be laid upon the word ‘typical’ ... as no single
village can be typical”. Therefore, “instead of endeaouring to select typical
villages | made my choice on the simple principle oftaking those tha were
most available. | asked students ofthe University who were willing to help,
to make suweys of their native villages during the long acdion” (Slder,
1918: 1). Involvement of students yielded insider knaledge and fcilitated
access to information.

Slater's team compiled and anaised information on population, castes
cultivated land and commons agrarian relations, agricultural practices
dwellings trade and industrial actities, wage-rates savings and indéotedness
sanitary conditions, literacy and educdion. The suwveys also &plored the
history and speculated on the prospects of development. In South Arcot,
Slater was horified to find that the basic unit of his method, the village,
was actualy split into two: the caste villge and the pariah villge. He,
therefore, clarified: “I have used the wrd ‘village’ to signify the omganized
community ... and the land belonging to it [and connected through the
exchange of labour]. In the other sense of a collection of dwellings it was
not one village but two” (Slaer, 1936: 61-64)
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Alto gether, Slater’'s team conducted detailed sweys of 11 villages and
condensed surveys of eight others. These were published under the title
Some South India¥illagesin 1918. Twenty years after Slaer’'s suwvey, PJ
Thomas his successor in the Madrs University, re-suveyed nine of the 11
villages suweyed by Slater. The objectve was to eplore “the changes in
the social and economic life of the villages in the twenty years that elapsed
since they were first surveyed”. The re-surveys were published under the
titte Some South India¥illages:A Resuvey in 1940. To the students wo
were involved, the suweys served as a eality ched for the abstract knowledge
they acquired in the dassoom. These villages hae been subject to &-
surveys by individual reseachers and eseach teams even into the present
century, yielding thus a fascinding, long run, socio-economic histoy.

4  As Indian Economics WanesAway

Even after marginalist economics attained dominance in the curriculum,
institutional concerns continued to inspire economic thinking in India. By
the eaty twentieth century, Marshall’s Principles ofEconomicbecame the
standard text-book in universities across India; theory was increasingly equated
with neoclassical economic theoy. Teadhers like Slaer had conceved the
village surveys to liberate the students’ thinking from the oversimplifying
abstractions of neodassical economics Over time, however, faced with the
rising dominance of neodassical economicsthe historical-sociol@ical traits

of Indian Economics began eroding. This influenced village studies as well.
When PJ Thomas re-visited the Slater villages in 1936, he sought to modify
Slater's questionnaie with much less emphasis on sociotiical aspects and

a greater stress on statistical measurement (Thomas and Ramakrishnan,
1940: xi-xiv).

Alongside, there was gowing specialisgion in the Indian academia. With
the establishment of independent, university departments of sociology
beginning from 1917, sociological enquiry was left to these As economic
history emeiged as a sparate field of study, increasindy, economic anayses
of past and pesent vere de-linked** From the 1930s there was increased
consensus on the project of industrial India and the debate among different
schools of Indian Economics died down. Soon, industrial India emerged as

11 By 1929, there was enough literature on economic history of India to warrant a
bibliographic survey. The suvey was undetaken by WH Mor eland and pultished
in Economic HistprReviav. See Rammohan (2011).
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an idea shaed hy nealy all - the stde, capital, the most ocal middle and
upper dassesleadess of depressed casteshe comnunists and the leadeship
of the Indian National Congress.

Under these conditions Indian Economics was tumed into a shadev of its
former self The field increasindy indicated a descriptve treament of India’s
economic activities and problems. Methodological orientation lost, it was
reduced to meely a course of university study. The course was \aryingly
called ‘Problems of Indian Economy’, ‘Indian Economic Development’,
and ‘Indian Economy’. It earned the ill-fame of being the most monotonous
course in economicsfull of so-called &cts and fgures to be leaned by rote,
and replete with colonial clichés like ‘agriculture in India is a gamble in the
monsoons’. Casual statements like “Indian Economics ... means a mass of
statistical and other mderial which would be of invaluable help in the
solution of Indian economic problems” (Narain, 1922: 20), coming from
some of the accomplished authas of Indian Economics tended to misdiect
students teadiers, and authors. The once-pbust field of study became a
haven for writers and publishers who produced tetbooks of the most
unimaginative kind.

Behind the dedine of Indian Economics there were political reasons too —
the field of study that had originated in the context of colonialism and
nationalism waned with the exit of colonial power and the slackening of
nationalist sentiment. It was increasindy delinked from the pulic sphere.
By the eaty 1960s Indian Economics had lost all obustness Serious work
on rural Indian econony and society inspired by the principles of political
economy and broadly socialist in orientation continued to be undertaken —
like the mode of production studies ofthe 1970sthe ethnayraphies of rural
elites and subaltens and the moe recent grarian studies initidives— lut
this was no longer under the banner of Indian Economics.
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Abstract:

The labyrinth of black money is spread deeply and expansively all over the
world, albeit its extent and form may vary from country to country. In order

to clean the system fom this vice governments ae legitimately equipped
with multiple tools including demonetization of currency by a government
or its central bank. However, monetary economists acoss continents wuld
agree that demonetization could be resorted to as a strategy of the last
resort to contain the volatile and rather rare eventuality of hyper-inflation
or, as the adge goes -‘too much of money chasing too fw goods’. Whether
demonetization can deal a deadly blow to black money squarely depends
upon the nature and extent of the black practices that are carried out in the
form of currency notes or simply, cash. Dishanding a legal currency could,

in fact, be a severely misplaced strategy if the larger economic dynamics of
an economy are driven by deep-seated corruption, discrimination and
informality. Excepting in the event of a gut of currency notes
demonetization has hardly served any other purport unless the state in
guestion aims to jettison its old cuency for the new.

In India, demonetization of Rs. 500 and Rs. 1000 currency notes was
effected November 8, 2016 to fsten Back money, to abate comuption,
block terror funding, and transforming India into a cashless (Igr, less cash)
econony. It has been &out four years since demonetizaon was announced
in India, it would be interesting to look d the extent to which this endeaour
was ale to adieve its objectves With this badkdrop, an atempt is made
here to delineate as to how the demonetization in India has impacted the
Indian economy in the short run as well as long run. The discussions and
conclusions are essentially based on secondary data sources.
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Introduction

The labyrinth of black money is spread deeply and expansively all over the
world, albeit its ettent and form may vary from country to country. Black
money is generated and circulated both in the organized and unorganized
sectos through, inter alig tax evasion, bribes political and corporate frauds
under (or) over invoicing, money laundering extortions and other illegal
activities which need not be carried out usingash as in fraudulent land
deals for instance In fact, the White Rperon black money (Gol, 2012a)
provides a list of such activities generating black money in the system that
include investment in pecious metals shaes benamiproperties and bank
deposits in tax havens The siz of the Hack econony is a a stagygering 62
per cent of the GDP, about Rs 93 lakh core ($1.4 trillion). (Kumar, 2016a).
Or, in other words, rupees thee lac core bHack money would be held as
cash (Kumar, 2016b).

In order to dean the system fom the vice of black money, governments ae
legitimately equipped with multiple tools including demonetization of
currency by a government or its cental bank. However, monetary economists
across continents would agree that demonetizatibrtould be resorted to as
a strategy of the last resort to contain the volatile and rather rare eventuality
of hyper-inflation or, as the adge ges -‘too nuch of mong tasing tooefv
goods’ Whether demonetization can deal a deadly blow to black money
squarely depends upon the nature andxtent of the blackpractitest are
camied out in the form of currency notes or simply, cash. Disbanding a
legal currency could, in fact, be a severely misplaced strategy if the larger
economic dynamics of an economy are driven by deep-seated corruption,
discrimination and informality. Excepting in the event of a gut of currency
notes demonetizdion has hadly sewed ary other pumort unless the stee

in question aims to jettison its old curency for the new.? Aiyar (2016)
identifies principal cash tansactions lilke dondions to political parties cash

1 Quite a few countries like United States (1969), Britain (1971), India (1978), Ghana
(1982), Nigeria (1984), Myanmar (1987), Soviet Russia (1991), Australia (1996) and
North Korea (2010) had tried demonetization by disbanding currency of one or
more denominations.

2 The shifting over to Euro by a host of western European nations under the collective
agreement reached by the members of the European Union is a classic instance in
recent memoy.
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bribes rural trades real estée deals hawala opeitions and olganized money
market. In India, demonetization of Rs. 500 and Rs. 1000 currency notes
was efected November 8,2016 to fsten lback money, to abate corruption,
block terror funding, and transforming India into a cashless (leer, less cash)
econony. It has been &out four years since demonetizaon was announced
in India. Therefore, it would be interesting to look & the extent to which
this endeaour was ale to adieve its objectves?

Short Impact of Demonetization

Though cash dominated transactions may be an easy medium for un-
accounted tansactions however, it is important to note tha all cash
transactions are not illegal. A host of prominent countries including US
(55 per cent),China (90 per cent)Japan (86 per cent) and UK (48 per cent)
deal overwhelmingly in cash Given that in India, 78 per cent of transaction
demand and 98 per cent of consumption demand are met in cash. As
revealed by the RBI (2016), the value of the banned notes was a massive
Rs. 14179.43 billion (Rs. 500 currency notes add up to Rs. 7853.75 billion
and Rs 1000 curency notes to Rs 6325.68 billion) (Table 1) forming 86
per cent of
total money in circulation at that time. Demonetization aimed a transforming
India into a cashless later on less cashgeconony, but, it seems objective
was not materialized. The RBI in its annual report for 2017-18, pointed out
that the value of banknotes in circulation increased by 2.1 per cent at end-
March 2018 which is in shaip contrast to the g@vernment’'s push br
digitisation and a less-cash econoyr?

% Media reports suggested highlighted several instances of elderly and unwell citizens
collapsing while standing in long queuesdr long hours & banks and ATMs
to withdraw, if they could, a patt of their own cash. The most distessing vas
the claims of over 100 deaths due to demonetization made by the Opposition in the
Parliament reported widely. At http://www .dnaindia.com/india/r eport-
demonetization-government-not-mourning-over-100-deaths-due-to-cash-crunch-
says-opposition-2280902 (Accessed orebruary 8, 2017). Additionally, deahs of
11 bankers due to stress caused by dealing with demonetization demands were
also reported (Bose 2016).

4 https://mww .bloombergquint.com/b usiness/the-bginning-of-the-end-of-the-paallel-
economy-in-india#gs.jl3ip240

5 https://www .businesstodg.in/cur rent/economy-politics/rbi-says-99pc-demonetised-
notes-were-returned-10-major-points/story/281766.html
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Source: Drawn on data sourced fom RBI

Immediately after the announcement of demonetization, people rushed to
jewellery shops to buy the precious metal to get rid of it with the banned
notes For instance Hyderabad jewvellers sold Rs 2700 core ¢ld during 8-
30 November 2015 (Tol, Ahmedabad, December 18,2016). Aiyer (2016)
opined that demonetization had increased demand for imported gold leading
to balance of payments stains People thronged bank banches queuing
themsehes to cowert banned notes with curency in circulation for over a
month. Bank employees were neck-deep busy working overnight. This had
jeopardized the da to day business ofthe banking sectar

Aggrawal and Sudha (2017) estintad that demonetizaion had displaced
domestic agricultural trade in regulated markets by over 15 per cent (23 per
cent for perishable goods) in the short run settling at 7 per cent (18 per cent
for perishable goods) after recovery at the end of the 90 day period after
demonetization. Cash starved farmers lost their sowing time but agriculture
performed good during the &nuary — March quarter (Dharinipriya and
Kartikeyan, 2019). The RBI traced cases ofviolation of banking noms,
discrepancies and money laundering in the functioning of 621 Urban
Cooperative Banks (UCBs),therefore, the top regulator banned the UCBs
from accepting the banned curency.® However, this banning esulted into
small and marginal farmers - who own 73 per cent of co-operative bank
accounts - are left cashless. The government permitted payment in old

¢ https:/lindianexpress.com/article/business/banking-and-finance/urban-co-op-banks-
violations-seen-across-621-lenders-during-note-ban-reveals-rbi-5285396/
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currency against hospital bills school fees public transpott fares medical
stores bills government taxes and penaltiespetrol pumps etc with conditions
for a deinite period.” Despite these dcilitations, for millions of farmers and
low-income people paticularly in villages co-opertive banks hae been
vital credit institutions. Precise estim#on of the extent of mental torture,
physical hardship and loss of man hours for millions of people across the
country during first few weeks wuld be a colossal xercise

Demonetization appeass to have led to the accelation of the financialization

of savings in India and had induced a shift tawards formal channels of
saving by households and a noticdale downward shift in the curency demand

of public (Singh et al.,2017).The Pradhan Mantri Jan Dhan Yojana (PMJDY)

— aiming at enhancement of the scope of financial inclusion and banking
services to the citizens of the nation — found many takers after declaration
of demonetization. Singh et al. (2017) estimated ‘the unusual cash deposits
in speciic usually less actve bank accounts inliding the Jan Dhan accounts

in the range of Rs 1.6 - 1.7 trillion of demonetizzd curency’. New Jan
Dhan accounts were opened in all categories of banks including scheduled
commercial banks (SCBs), public sector banks (PSBs), Regional Rural Banks
(RRBs) and private sector banks (PrSBs) in thaorder (Table 2). Post-
demonetisation, 23.3 million new accounts were opened under the bulk of
which (80 per cent) were with public sector banks (RBI, 2017: 25) and
deposits amounted to Rs. 871 billion post-demonetization (Natasha, 2017).
Mor e precisey, for instance on November 9,2016, Jan Dhan accounts had
Rs 45,600 core, within a week, the deposits ose ty 41 per cent to Rs
64,200 core and ty December 7,these accounts had Rs 74,600k, a 63
per cent incease fom the day demonetisdion was announced,however,
depositors stated withdrawing money from their accounts and the dgosits
fell to around Rs 63,000 crore by the end of March 20E7Critiques of
demonetizaion claim that Jan Dhan bank accounts wre illegitimately used

as a means for money laundering in exchange of certain commission that
could have led to gnemtion of new black money in the econony.

7 https://economictimes.indiatimes.com/news/economy/policy/demonetisation-23-
places-you-can-still-use-your-old-rs-500-notes/articleshow/55604427.cms?from=mdr

8 https://scroll.in/latest/893205/centre-looking-into-60-of-deposits-in-jan-dhan-
accounts-following-note-ban-business-standard
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Source: Drawn on data sourced fom RBI

Demonetization brought some capital gains for the Government. The
Government's contempoaneous uneathing of huge stashes ofcash in nev
currency notes ly the Department of Income Tax (IT), Enforcement
Directorate (ED) and other state agencies in different corners of the country
underscored the deep nexus between black money holders and the banking
system. The government agencies in their 667 aids hare seizd Rs 3185
crore including Rs. 86 crore new currency notes and Rs. 428 crore worth
jewellery. The Income Tax department made cash seizigs of Rs 3185
crore (Gujaat Samabar, Ahmedabad, December 21,2016). As per the RBI
data, 522,783 pieces of counterfeit notes were detected in the banking
system in 2017-18

The Indian econony has long been mated by poor tax compliance
especialy given a lage informal segment, however, the tax compliance has
improved after demonetizéion. According to CRISIL (2017: 18), “After
demonetization, direct tax buoyancy has almost double from 0.6 in 2016 to
1.3 in the fiscal 2017 and direct tax collection increased to 14.3 per cent in
the fiscal 2017.” Demonetisation has benefitted the tax authorities of the
government at various levels. Indirect tax collections grew by 14.2 per cent
in December 2016, of this, while central excise gew 31.6 per cent as
compared to the corresponding year-ago period, service tax collections rose
12.4 per cent and customs duty declined by 6.3 per cent mainly on account
of a fall in gold imports®. It pushed up total tax revenue of 47 municipalities
over two and a half times the sum collected during the same month the

® https://www .businesstodgin/cur rent/economy-politics/rbi-says-99pc-demonetised-
notes-were-returned-10-major-points/story/281766.html

10 https://lwww .livemint.com/P olitics/nW92FZCx dbft3fotVbc7kO/Demonetisation-
impact-Direct-tax-collection-up-by-1201-s.html

11 https://timesofindia.indiatimes.com/india/Demonetisation-Windfall-for-
municipalities-as-47-civic-bodies-collect-Rs-13192-crore/articleshow/55571926.cms
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previous year!! The VAT collection data between October and December
2016 showed growth for the manufacturing states of Maharashtra (4.74 per
cent in 25.99 per cent) andlamil Nadu (5.96 per cent to 11 per centf.
Further, while Nagaland (133 per cent)Meghalaya (84 per cent) and @mmu

& Kashmir (82 per cent) witnessed massi increases in theVAT collection,
the combined VAT collection of 23 stdes was up ly 18.1 per cent in
November itself From Table 3, it is evident that there was a suge in direct
tax collection, number of income tax returns filed and new income tax
return filers. Theoretically, increasedVAT and direct tax collections sugests
that demonetization had no impact on production as well as on demand in
the econony. However, analysts ague tha this was more a raction of
traders to get rid of old notes in a huff rather than a sign of improved
business emironment post-demonetizéion (Sikarwar, 2017).

Table 3: Dir ect Tax Collection in India during No vember December 2016

Source: Drawn on data sourced fom RBI

Demonetization resulted into gains for the non-banking financial
intermediaries such as debt/income oriented mutual funds and insurance
companies into moderation in interest rmtes on bank deosits and detine

in the price of gold enhancing the relative attractiveness of both debt and
equity oriented mutual funds (Singh et al., 2017). Singh (2018) in his survey
in Karnataka, Andhra Pradesh andTelangana found that gold retailers who
had an inventory of gold and were ready to accept old denomination notes
made brisk lusiness after demonetizeon, however, small retailers’ business
was almost completely paralyzed due to their inability to mobilize cash thus
clearly shaking the gold business to the extent that it even impacted the
social realm afecting philanthropy.

Chodorow-Reich, et al. (2018) obseved tha ATM tr ansactions vere & its
minimum in December 2016, the GDP growth rate slipped down below six

12 https://leconomictimes.indiatimes.com/news/economy/finance/states-record-jump-
in-vat-collections-after-note-ban/articleshow/56409057.cms?from=mdr
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per cent in the fourth quarter of 2016 and the current daily and weekly
status unemployment rates were recorded highest.However, they also ound
that payments through e-wallets and POS and bank deposits were highest
in the last quarter of 2016 and the first quarter of 2017. Overcrowded bank
branches exchanging banned currency notes with the money in circulation
for more than one month indicate poor execution of the decision of
demonetization. The long queues of people waiting for their turn outside
the ATMs machines and seeral ATMs running out of cash during the ifst
two months confirmed severe shortage of funds with the banking system.
Even as official statements suggested the cash shortage was only temporary
and banks vere receving replenishments of new currency notes however,
frustration, anger and listlessness ofhe ‘common man were & their peak®?
Frequently changing of notifications by RBI or government announcements
related to limits of cash withdrawal added confusion and misundestanding
among people Banks fxing up individual cash withdrawal limits - Rs 24,000

a week, including a maximum of Rs 2,500 fom ATMs per day - eah week
proved RBI's unpreparedness to m&ch the demand and suppl gap. Reddy
(2017: 22) has rightly described the situation after announcement of
demonetizdion: “T he immediae effect, however, was tha much of the
trade froze. Electronic transactions took placebut in the absence of cash,
much of the everyday transactions in the maket ceased.Institutions and
people stuggled to adgt- some contived to use old notes dr a while,
some resorted to barter and some entered into credit arrangements.”

The short term impact of demonetization was felt by people from all walks
of life patticularly in the informal sector The reason is th& over 90 per cent
of entire work force is employed in the informal sector (Mehrotra, 2019: 1),
wherein usage of cash is enormously high. Litvack and Vigne (2017: 11) are
of the view that demonetization has clearly had a detrimental effect on
the income of casual ldourers in the tetiary sector who not only live
their lives outside ofthe formal econony, but rely on cash br their income
payments and carry out virtually all of their transactions in cashAccording

to RBI (2017: 39), ‘Demonetization impacted some segments of the export
sector sub as eadymade garments and gems and jevellery but the impact
was only transitory but it increased import of gold sharply in November
that moderated in December in 2017'. Aggarwal and Narayanan (2017)

13 Instances @lore as to hav those inATM queues spent mich of their day and night
moving from one facility to the other just because cash would be over by the time
they readhed doser to the madine.
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found that demonetization displaced domestic agricultural trade in regulated
markets by over 15 per cent and perishables by 23 per cent in the short run
which settled at 7 per cent and 18 per cent lower than usual trade at the end
of the 90 day period. There were instances of jobs loss in informal sector
due to demonetization and labourers were laid-off generally for short periods
for couple of months till sufficient cash was aailable for business (Singh,
2018). Due to non-availability of cash, the diamond industy of Surat has
not been able to do a single dealing in polished or rough diamonds since
November 8 {Tol, 2016). Kumar (2017c) ébund that due to demonetizaion,
working capital for the unorganised sector had dried upmpacting the small
and cottage industry leading to a decline in output in the affected sectors.
He concluded that due to shortage of cash and fall in velocity of circulation
of money, a forced contaction in transaction would reduce income and
production genemtion. India’s export growth, after having acceleeted in
September-October 2016, slowed in November 2016 (2.4 per cent in US$
terms on a year on \ear basis) as shipmentespecialy from some ladour-
intensive sectos, were adversely affected ly demonetizaion (RBI, 2017:
37). Housing prices in 42 major cities across India could drop by up to 30
per cent oer 6-12 months after the demonetizeon of high-value notes
wiping out over Rs. eight lakh crore worth market value of residential
properties sold and unsold by developers since 2008Luxury home rate
was estimaed to fall by 25-30 per cent after demonetizimn.®> However,
such anecdotes a not corvincing in the absence ofreliable data and reseach
studies.

Demonetization created a need to print new currency notes ones in a given
short period to replace the banned but at a big cost. And for that, the RBI
incurred Rs 4,912 crore (as against Rs 7,965 crore in 2016-17) as the cost
of printing new currency as well as transporting both the new and banned
currency all over the country. Vyas Qutlook,2016) estiméed Rs 168 billion

as total cost of demonetization recently in the form of the cost of printing
new currency notes the cost of transpotting the nev currency notes to all

14 http://www .millenniumpost.in/top-42-cities-housing-prices-mg-crash-30-in-6-12-
months-171342

15 https://m.economictimes.com/wealth/real-estate/luxury-home-rate-may-fall-by-25-
30-after-demonetisation/articleshow/55440301.cms
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required places; paying highway tolls and the costs in terms of human
resources and corresponding overheads to manage this mammoth operation.

Four Years of Demonetization

Narayana (2016) argued that long term negative impact of demonetization
would be for the common man, the unomanized and informal workers, the
small businessmen,the retail traders, and small and mico entermrises
According to the Local Circles survey on assessing the impact of
demonetization, “21 per cent people were of the view that demonetization
reduced Wack money in the econony, 12 per cent ofthem believed tha

it increased diect tax collections 42 per cent said it losught a lage number

of evaders in the tax net while 25 per cent said they felt demonetisation
had no benefits at all.

In the first few months, demonetizaion affected essentiajl all areas of
India but with varying intensity, and by summer 2017 the shdc had mostly
been undone (Chodorow-Reich et al., 2018). Regarding the long term impact
of demonetization on the pervasive black economy of India distinguished
macro economists hae made it dear that little would be adieved through
this measue. Demonetization would leave the econony in trouble and
people haassed (Ghose2016). It would fail even to ‘pinprick’ the Hack
money (Patnaik, 2017). Aiyer (2016) stated that as a stock, probably not
even two per cent of historical black hoards are held in cash - almost all
have been
converted to oold, real estéqe and fnancial investments some @ home and
much abroad and much is brought back to India (via Mauritius and other
legal routes) to be iwested in Indian shaes and eal estae.

The share of coins and currency upto Rs 100 in total money supply has
marginally decreased after demonetization. Prior to November 8, 2016,
currency in the form of Rs 500 and Rs 1000 notes formed about 85.24 per
cent of the total money supply in circulation. However, Rs. 2,000 (22.39
per cent) and Rs. 500 (60.16 per cent) and the new Rs. 200 currency note
(4.38 per cent) combined together to form 86.93 per cent of total money
supply in circulation in 2020 (Table 4). The Rs 500 notes constitute aund

60 per cent of the money supply in circulation in 2020. The high
denomination currencgy notes i.e Rs 500,Rs 1000 and Rs 20000fm around
four fifth of the total money supply in India. It is easy to hide illegal cash
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in high denomination. Therefore, Rs 2000 and Rs 500 notesould arguably
help back money holders. As per the RBI records the total money in
circulation was Rs. 1335234 crore in 2016-17 but increased by Rs 27145.15
crore to Rs. 2447280 crore in 2019-20. The Government was not successful
in achieving its goal of less cash economy as the money in circulation has
increased by almost 30 per cent since the date of announcement of
demonetization (Figure 1).

Table 4: Currency Notes and Coins in Circulation in India (per cent)

Source: Drawn on data sourced fom RBI

Figure 1: Total Money Supply in Cir culation in India (R upee Crore)

Source: Drawn on data sourced fom RBI

Due to demonetization, all forms of cash transactions were by and large
affected in first few weeks however, with continuously increase in the lbw
of money, things returned to nomalcy. However, to presume tha such

37



Orissa Economic Jour i

obnoxious and criminal actvities have been daned pemanently is to be
too naive. Having access to xactly the same printing mabine, ink, computer
software and paper and trained personnel, for them, it is only a matter of
re-think, re-design and re-distribute the fake of new Rs. 500 and Rs. 2000
currency notes. Demonetization may destroy a tiny part of the black
wealth but it would not stop Hack income genemtion (Kumar, 2016e).
Leaky and underprepared banking system helped put bulk of new currency
notes into illegal and unwarranted channels.

Demonetization aimed at less cash economy but money supply has only
augmented since demonetizion. For example, Reseve Money, Narrow
Money and Broad Money had increased by 38.93 per cent, 58.53 per cent
and 44.61 per cent respectively in India since November 2016 (Figure 2).
Hence the government could not adieve the gual of less cash econom
Bankers’ Deposits with RBI (8.38 per cent), ‘Other’ Deposits with RBI
(149.22 per cent), Demand Deposits (75.55 per cent) and Time Deposits
(40.59 per cent) had outpowd since 2015-16 (Figw 3). But interestingy,
excess liquidity with the banks and surge of bank deposits after
demonetizaion depict lack of both consumption and ivestment demand.
Despite reducing intelest mates and contiuous increase in mong suppl,
borrowings from banks seemed to ha& remained low. It indicates tha
demonetization pushed people to deposit more with banks despite falling
interest rates and this trend continued till 2019-20.

Figure 2: Indices of Select Money Stocks in India
(2014-15 as Bas&ear 100)

Source: Drawn on data sourced fom RBI
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(2014-15 as Bas&ear 100)

Source: Drawn on data sourced fom RBI

Theoretically speaking, Cash Reserve Ratio (CRR), Statutory Liquidity Ratio
(SLR), lending rate (LR), Bank Rate (BR) and call money rate (CMR) are
passve indicators of pace of economic actvities in a country. For instance
between 2012-13 and 2016-17, CMR had been high and remained above 6
per cent indicding expansionary phase of Indian economny, however it has
moved down after demonetization (Figure 4)Similar trends were observed

in case of bank rate, CRR and SLR as vell. It appeass tha the RBI had to
resort to a cheap money policy after demonetization had arguably triggered
economic slavdown in India. However, there is no empirical @idence to
substantiate this concluding statement.
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Source: Drawn on data sourced fom RBI
*Average lending iates was consideed.

Chaitip et al. (2015) in their study observed that money supply had a
positive correction with GDP growth, while demand deposits had a negative
correction on Gross Domestic Poduct (GDP) growth. However, Ahmed
and Suliman (2011) found there existed no causality between real GDP and
money supply in the case of Sudan during the period 1960-2005. Demo-
netization had reduced money supply for a couple of quarters post-November
8, 2016. Gross Value Addition (GVA) at basic prices and &r Cgpita NNP
that had already slowed even before announcement of demonetization,
further slipped downwards after November 201Bemonetization had led
to a further decline in the annual growth rate of select macro economic
aggregdes (d constant prices) intuding GVA at basic prices Net Capital
Formation and per cgita GDP (Figure 5). The adrerse impact of demo-
netization is also visibe on the GVA measured as a perentage gowth over
the previous year & basic prices The GVAs for the primary, seconday and
tertiary sectors started falling since 2016-17 (Figure 6).
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(BaseYear. 2015-16 as 100)

Source: Drawn on data sourced fom RBI

Figure 6: Share of Various Sectors in Total GVA Gr owth R ate(per cent)

Source: Drawn on data obtained flom http://www .mospi.gov.in/slider/g raph-1

Unemployment rate has been a major constraint for the Indian economy
during last half a decade or soAs per an aticle published in the Business
Standad on the Labour Bureau’s Sixth Annual Employment-Unemployment
Survey,’® ‘The unemployment rate rose to a bur-year high in 2016-17 when

16 https://www .business-standat.com/ar ticle/economy-policy/unemplo yment-
peaked-to-4-year-high-during-demonetization-govt-survey-119011001329 1.html
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the government demonetised old curengy notes at the same time as ma
people joined the labour force looking for jobs’. The International Labour
Organization report titled ‘World Employment and Social Outlook: Trends
2018’ obsewed similar developments Average unemployment rate -
calculated on the basis 0f30-dgys moving average - Por the years 2017,
2018 and February 2019 had emained 4.55 per centf.1 per cent and 7.1
per cent in India respective (Figure 7). The unemployment situation has
been much worse in the wral India. As on February 5, 2019 the
unemployment rate in the rural economy rose to 8.5 per cent. After
demonetization, the situation of unemployment has further perpetuated in
India.

Figure 7: Unemployment Rate in India(per cent)

Source: Drawn on data sourced from CMIE w ebsite

According to the fifth annual employment-unemployment survey at all-India
level, about 77 per cent ofthe households vere reported to be haing no
regular wage/salaried person. According to Roy (2016), “the surplus cash
deposited in banks would lead to RBI not being able to efficiently manage
the government securities eventually hurting the balance sheet of the central
bank”. Evidently, uncettainties caused f demonetizaion have played a
role in the fall in the flow of investments The Indian econony post-
demonetization has miserably missed the big push from black money that
had kept both entrepreneurial motivation and profit margins higher

Summary of Sectoral Impacts of Demonetization

Due to currengy withdrawal by RBI, some sectos were \ery badly affected
where as othes remained elatively insulated, however, it is difficult to say
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whether change in credit requirements was only due to demonetization.
Agriculture sector typically faced a temporary shortage in the near-term
post-demonetization but rural transactions became normal once liquidity
was infused in the rural areas (Ganesan and Gajendranayagam, 2017). Dash
(2017) is of the view that “The impact of demonetization was felt more in
the social sector and the worst affected was also the poor and the common
people”. Farmers were worst impacted by the prohibition of primary
agricultural co-operative credit societies in exchanging the demonetized notes
as more than 60 per cent rural population transacted through the co-operative
sector that led to expansion of informal credit activities in the countryside
(Dharanipriya and Karthikeyan, 2019). Demonetization had varying effects
on bank lending to \arious sectos. Total bank credit to the priority sector
post-demonetizéion remained almost the sameThe credit deployment for
agriculture and allied actvities slaoved down in the following year, however,
services sector benefitted with greater bank credit after demonetization
(Figure 8). On one hand, bank credit deployment for micro and small
enterprises and micro credit categories increased but its deployment decreased
in other caegories induding educaion loans, export credit and credit stae-
sponsored organizations for SC/ST decreased after demonetization (Figure
9). Services sector too felt the jerk of demonetization as the flow of credit
deceleated dowvn during 2017-18. Within services the worst impact was
felt by tourism, hotel and restaurants shipping wholesale tade and computer
software, however, other sewices had either modeate or no sustainale
impact of demonetization (Figure 10).

Figure 8: Indices of Sectoral Deployment of Non-Food Gross Bank Credit
(BaseYear. 2015-16 as 100)

Source: Drawn on data sourced fom RBI
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(BaseYear. 2015-16 as 100)

Source: Drawn on data sourced fom RBI

Figure 10: Indices of Bank Credit Deployment to Trade in India
(Basevear 2015-16 as 100)

Source: Drawn on data sourced fom RBI
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(BaseYear. 2015-16 as 100)

Source: Drawn on data sourced fom RBI

Figure 12: Indices of Bank Credit Deployment to Select Services
(BaseYear. 2015-16 as 100)

Source: Drawn on data sourced fom RBI
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Due to demonetizaion, the worst affected sectos induded real estae,
automobile, banking and etail trade The Society of Indian Automobile
Manufacturers (SIAM) observed that vehicle sales across categories registered
a decline and this was the highest decline across all categories since December
20007. Despite aygressve sales polig by auto firms, there was a slugish
demand for cars and commercial vehicles particularly in rural areas for first
three months at least. The real estate sector and even cement, metal, bricks
and sand industries were badly affected in top cities after November 8. Number
of real estate deals to a large extent had fallen. But in the long run, the real
estate sector is likely to benefit from a greater transparency and a fall in the
black money component in its transactions. The sector has started focussing
more on affordable housing. Ganesan and Gajendranayagam (2017) argued
that the real estée sector has been #dcted in a shot term period negatively,
whereas this sector a likely to have positive gowth in the forthcoming years.

It is important to note that the growth of volume of personal loans remained
almost same during lastive years, however, loans in the consumer duables
advances to individuals against shares and bonds experienced a decline (Figure
13). Housing loans vehicle loans and other pesonal loans lept growing even
after monetization during the post-demonetization period. Export dependent
and overwhelmingly dollar and pound based Indias IT-BPO industry and
pharmaceutical industry came out totally unaffected. The organized whole
sale lusiness vas afected minimum particularly for having limited cash
transactions.

Figure 13: Categories of Bank Loans in India
(BaseYear. 2015-16 as 100)

Source: Drawn on data sourced fom RBI

17 For details see http://www .dnaindia.com/money/r eport-demonetizaion-effect-
automobile-sales-at-16-year-low-in-december-2291031
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The digital payments in the past éw years have signifcantly expanded both

in value and wlume. For instance it increased ly 135.4 per cent fom
1,459.02 crore in 2018 to 3,434.55 crore in 2020The pace of digitalization,

as pushed by the Government after demonetization, depends on a number
of factors like access to electricityinternet and banking &cilities in econony.
India has achieved remarkable progress in most of these areas that are likely
to help acceleate the pace ofdigitalization in India. For instance a mere
0.1 per cent ofthe households a& yet to beneit from a reliable, adequde
and uninterrupted electricity suppy in India. In addition to this, mobile and
internet penetration, expansion of banking facilities and credit card usage
have increased signitantly between 2016 and 2019 @ble 5). Digitalization
would not be a passing phase as a ¢gr number of people still do not hae
access to electricitymobile and intemet connectvity and banking facilities
particularly in rural areas Moreover, despite all eforts of digitalization by
the Government, the currency in circulation rather increased from 12.1 per
cent in 2016 to 12.2 per cent of GDP in 2019-20. Demonetization had
impacted Indian economies in varying degrees differing from sector to sector
(Table 6).

Table 5: Some Factors affecting Digitalization in India

Source: Relevant data were sourced from IANS (Internet), RBI (banking), credit card
(Medianama), mobile phone (digital portal)

18 https://iwww .financialexpresscom/industr y/digital-pa yments-jump-135-during-fy18-
20-upi-cards-see-highest-volume/2103051/
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Source: Based on conlusions drawn in the eatlier sections ofthis article.
Emerging Concerns

Accordingly to Forrester Reseach, online shoppes kuy through COD in

70 per cent case would find it difficult to opt for cash option. In a Local
Circles'® survey of about 30,000 respondents from 220 districts of India, it
was observed that even after demonetization, black money has continued

19 Local Circles takes Social Media to the next level and makes it about Communities,
Governance and Utility. It enables citizens to connect with the commnity.
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dominating the real estate market and 66 per cent of real estate transactions
were done in cash®

Litvack and Vigne (2017: 10) are of the view that a cashless society or
digital payment ecosystem could potentia}i address maiy of the country’s
fiscal issuesreducing the risks oftax evasion and moneg laundering and
diminishing the costs of maintaining the infrastructures over time, not only
reduce financial exclusion, but can increase tax revenue from a more diverse
workforce Chodorow-Reich et al. (2018) contuded tha unlike in the cashless
limit of new-Keynesian models in modern India cash seves an essential
role in facilitating economic actvity. In fact, as a goup of experts deliberated
the likely impact of demonetization, it was held that not only there was
serious doubts regarding the efficacy of this move to bring back black
money, but it was ging to “damage the econony in the long tem” while
cashless digital pgment system might not be ééctive? Similar concens
have been &pressed lp at least two Nobel laureates namely, Paul Krugman
and Amartya Sen. While the former observed that “I understand the
motivation, but it is a highly disruptive way to do it. | hardly see significant
long-run gains, but there cetainly are signiicant, although tempoiary, costs”
(Prasad, 2016), the latter minced no words to denounce the move as he
opined “It is a gigantic mistake, both in tems of its objective of dealing
with corruption as well as the objective of one rapid jump of getting into
a cashless econogi (Jose 2017).

Demonetization seemed to hse little impact on economic fauds in the
country. For example, nealy 70 per cent ofthe income of political parties

in India comes from unknown sources between 2004 and 201%nd it
marginally slipped to 67 per cent in 2018-19. About 140471 cases of
cyber frauds involving about Rs 589.14 core related to usaje of credit
cards, internet banking and déit cards were reported between 2017 and
202024 Cybercrimes in India caused Rs 1.25 lakh crore loss in 2019. Recent

20 https://www .localcirclescom/a/pr ess/page/thr ee-years-of-demonetision#.X5
JrxtAzblU

2L For details see IANS (2016).

22 https://www .ndtv.com/india-news/70-palitical-funding-comes-flom-unknown-
sources-says-report-10-facts-1652293

2 https://scroll.in/latest/955666/indias-seven-national-parties-got-80-of-funds-from-
unknown-sources-in-2018-19-says-report

24 https://www .livemint.com/br and-post/financial-frauds-on-the-rise-sa&fjuard-
yourself-with-the-wallet-care-plan-11603949227292.html
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hacking of 32 lac debit cards of major Indian banks due to technology
related loopholes implies that similar crimes might reoccur in various forms
in the future as well.?®In absence of strong cyber lavs and relevant
information technology policy, a secue and tusted gberspace or India
would be a distant dream.

Interestindy, the countries tha had adopted demonetizdon completely
failed in curbing Hack money, corruption and spiralling prices On the
contrary, the economic policies tha followed demonetizdion dramatically
turned out ineffective and ambiguous and eventually led to unstable economic
ervironment there. But, that does not mean,at least d this stege tha India
would also
see a similar &te. The Government of India has been pushing digitizaon
and cashless econoynwould have an impact &lt in the medium to long
term. Announcements of tax beneits for certain sectos, subsidizd interest
rates for the housing sector and other incentives on the December 31, 2016
clearly indicate that the authorities had accepted the potential adverse effects
of demonetizaion on the econony.

Concluding Observations

Global experience including that of India, in the past has shan that the
impact of sudh measues hae been &irly short-lived as it does not tack/
plug the mechanism that gives rise to black income (Allirajan, 2017).
Demonetization arguably failed to meet most of its objectives related to
black money, cashless econol counterfeit currency and teror funding.
Despite overflowing with cash, the Indian banks found limited borrowers
during first ten weeks of demonetization. The biggest gainer was the
government(s) including local bodies that received outstanding tax dues. By
no means demonetizaion could guarantee an econom cent pecent digital
and black money free It did help acceleate digital transactions in the
econony, but it pushed people fom a costless cash-domirtad econony to

a costy digital one (Patnaik, 2017). Looking at the present stée-of-afairs,

a cashless or less cash economy is still a distant dream in India.

During this period, investment, employment and GDP were undesiably

2 For details see http://india today.intoday.in/tec hnology/stor y/32-lakh-atm-cards-
hacked-is-your-debit-card-safe-should-you-change-pin-everything-you-need-to-know/
1/791424 .html
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affected br about six months For instance production in agriculture remained
unaffected, informal sector credit market got strengthened (Dharanipriya
and Karthikeyan, 2019) but rural transactions had dwindled. The biggest
losers of demonetizaion included professionals auto industry and real estae
developers at least in the short run. Demonetization could not succeed in
unearthing the black money wholly but the new currency in high
denomination was easier to sta@. Otherwise defunct,the bank accounts of
poor people were deceitfully used to deposit disbanded cash for
remonetisation.

While populism and plditudes unfortunately, have occupied cente-staye in
vote bank politics a philistine stge’s suprises as economics could strk a
body blow to the poor and poorly employed in a full-blown informal
econony. Despite fercest opposition, the Government of India appeared
extremely firm on its stand on demonetization—seemingly for political
reasons- and promises optimistically to deliver the best out of demonetization
for the common man who had sufered quite heaily, therefore, to undo the
damage, the government had to untimely announce populist measwgs Apart
from the deahs caused in bank lines or the jobs lossedemonetizaion’s
lasting impact mg be the gneml populaces loss of faith not only in the
currency, but also in the gvernment’s ability to govemn in accordance with
the rule of law (Kumar, 2016d). The Government should hae used the
term ‘currency replacement’instead of demonetizdion. In that case it could
have found many approvers and could hae atracted less criticism.Shaken
to the hilt, the Indian citizens hare shavn remarkable tolerance hoping tha
this difficult phase would pass @er soon. Since the total money supply in
India now is more than that in 2016, demonetization has visibly no impact
on the fundamental economic variables in the long run, and of course
difficult to accurately estimae either
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A large number of studies in India hae sugested the signitant growth
inducing as well as porerty reducing impact of agricultur al growth (Ravallion,
2000; Radhakrishna, 2002). In fact, this is more or less in continuum of
the post-Green Revolution era where productivity led growth in agriculture
had eventually led to rapid reduction in rural poverty, especialy in the
states that had experienced higher growth in agriculture (Mellor & Desai,
1986). However, not only the percolation mechanism of growth in terms

of poverty reduction has weakened but the pace of poverty reduction has
dedined in the post eforms period. Moreover, the pace ofpoverty reduction

is neither consistent nor smooth (Radhakrishna & Chandrashekhar 2007;
Dev & Ravi 2007), which could mainly be &tributed to the lov and
fluctuating growth in agricultural sector since the nineties (Bhalla, 2009).
This is not entirely surprising as reducing poverty below a certain threshold
level is more complex as compared to the initial phase of poverty reduction.
In the same vein, extending similar approach, like that of Green Revolution,
for promoting agricultural growth in the remaining parts of the country is
bound to be moe difficult. For, the next phase of agricultural growth is to

be located in relatively difficult scenarios with respect to agronomic potential
(in rain-fed and semi-arid regions), agrarian relations (erstwhile feudal
belt); socio-cultural (concentrated in poverty stricken central-eastern states
with predominance of tribal communities); economic (predominantly
agrarian economies with little sectoral diversification and market development)
and spatial (remote from the western-southern part)-all these disadvantages
operating simultaneousy and also impinging on eah other.

There is havever, no guamntee thd faster gowth in agriculture, irrespective

of its locus composition and distritutive implications may necessaril reduce
poverty in the short-medium time frame and within the micro level context
of rural econony, given the weak pecolation mechanism (Panda, 2008). At

the same time it is plausible that the faster growth in agriculture may bring
in its fold a set of outcomes that may not meet the needs/aspirations of
the poor-farmers as well as wage earners. A scenario such as this may take
place owing to a number of reasons characterizing the agrarian scenarios in
the hitherto lagging where faster gowth is likely to take place in near futue.
These inter alia may include factors like: a) signifcant infrastructural gap
especially in the central-eastern regions; b) crop diversification in water
scarce dry land regions leading to a shift towards more water intensive
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crops; and ¢) concentation of the higher \alued ciops especialy in water
scace regions among [elatively (water) resource rich farmers.

An additional dimension that needs careful scrutiny is that these households
are rapidly losing their stakes in agriculture owing to a number of factors
including high level of risks and uncertainties (emanating from weather as
well as market related fluctuations); growing rural urban gaps and lifestyle
related demonstration effects; and above all more or less hopeless scenarios
on employment front-both rural and urban. It is quite likely that several of
these households hang gained from the hbuoyancy of agriculture gowth
may give up farming (Agarwal & Agarwal, 2017) by leasing out their land,

or selling it off to farmers and/or even corverting the land for non-agriculture
uses.

The two scenarios noted above thus re-instate possibility of a trade-off
between ‘faster’ and ‘inclusive’ growth in agriculture rather than the two
moving hand in hand (Bhalla, 2009). It is not entirely clear as to in what
way the sumplus eaned from the ‘fast gowth tract’ are likely to be invested
thereby creaing new jobs- tha too of what type, where, and within what
time frame In this badkground the present pger aims d& examining the
nature and pattern of agricultural growth and the implications on poverty
reduction in two Indian states Gujarat and Madhya Pradesh.

1.2 Drivers of Agricultural Growth and Challenges

The major divers of agricultural growth during the in recent past are irrigation,
fertilizer use availability of labour, crop diversification, public sector
investment and tems of trade (Chand & Rarappurathu, 2011). However
there are serval challenges that the sector is facing such as declining plot
sizes rise in food price growing costs of production, increasing caital
input, poor market access and/or contacting maikets climate. All these
together leading to stgnation of income and &en farmer suicides which is
termed asagrarian crisis by the scholars. Agrarian crisis has become all
pervasive; the manifestation of crisis is felt in different forms in different
agro-climatic and institutional context. While Bhalla and Singh (2010)
mentioned decline in yield growth rate in most of the states and at sub-
district level, Nadkarni (2018) noted that the crisis is structural in nature
which arises from the non-viable size of holdings. The need therefore is for
a policy shift to strengthen economic and social support systems to make
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small-marginal farming especially in dry land regions and to ensure that
these farmers are protected against multiple uncertainties and risks within
domestic as well as global markets (Reddy & Misra, 2008). On a similar but
somevhat different note Vaidyanathan (2006: 4013) agues tha ‘the grim
situation (in agriculture)’ is not so much due to factors like inadequate price
suppott, low public investment, and dedining size of land holdings besides
sub-nomal rainfall in large pats of the country. Rather the critical issue is
about the composition of investment tha would help ‘improve product
potential of land and water resources already under use’.

Further the income sustainability of the small/marginal landholders is a
serious concen though ther eists inverse elationship between farm size
and productivity (Bardhan 1973; Chand et al.,, 2011). Higher yield among
the small-marginal landholders does not necessarily mean higher net return
(Gaurav & Mishra, 2019). The despeate struggle of the subsistent drmers
for the survival leads to rigorous use of the natural resources. Hence the
inverse elationship does not occur due to tdmology, better quality of soll
nor due to superior management by the small farmers but rather due to the
despeate struggle of the subsistent drmers for the suwival (Dyer, 1997).

However, some stées with low potential dry land region, Gujarat, Maharastra,
Andhra Pradesh and Ryjasthan, have dtained significantly higher rates of
growth as compared to most of the states in the high potential regions in
the north east stées sud as Bihar Assam, West Ben@l and Jhakhand.
Much of the gowth in the dry land staes seem to hee come fom irrigation,
crop diversification and access to betterural infrastructure. It is important

to note tha these diferent set of regions have fairly different implications

in terms of resource use on the one hand and poverty reduction on the
other. The onging discourse need to cpture them in detail. Nevertheless
what is little explored is @out the spead, equity, and sustaindility of suc
growth and also @out the impact on poor Evidence of widening income
gap among the better-off and the poorer group of farmers suggests the
persisting inequality among the drming community (Bathal & Kumar, 2019).
This raises the serious concern on the inclusiveness of the growth especially
in the short and medium term; the full impact through percolation
medianisms mg take longer time to realize.

Given this ba&drop, the stud/ seeks to gamine the composition and pwerty
implications of the recent growth/dynamism in agriculture (crop production)
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taking place in two Indian states viz; Gujarat and Madhya Pradesh. The two
states represents diverse growth pattern, as Gujarat is mainly an industrialised
economy as compared to dominance of primary sector in Madhya Pradesh.
Gujarat in an economically advance state with per-capita income Rs. 153495
(2018-19) compared to per capita income of Rs. 56498 in Madhya Pradesh.
The miracle growth of Gujarat is being upheld as a potential ‘role model’
for several of the agriculturally lagging states in the country (Shah et al.,
2009). However after a long stagnation, Madhya Pradesh witnessed higher
growth in agricultural income in the recent period. The agricultural growth
rate in Madhya Pradesh was as high as 9.7 per cent during 2005-06 to 2014-
15 sumpassing &en record holder Gujarat’'s 7.7 per cent (Guld et al., 2017).
The phenomenally high rate of growth in the two states raises question on
the equity aspect of the growth. Gujarat, highly commercialized, Bt
technology (for cotton) led, and heaily ground water dependent, agricultural
growth poses concern about the underlying structural factors that may explain
the (weak) link between the high rate of growth and the low developmental
impacts thereof. On the other hand the wheat-soybean led agricultural growth
in Madhya Pradesh seems to ha& not adieved regional equality in
agricultural development which is further prominent in tribal dominated
regions (Kannan, 2017). Hence this present study makes an attempt to
analyse how broad-based is agriculture growth in terms of coverage of area/
regions and households in the two states? What has been the change in
intra-stae equity in gowth over time? To what extent the gowth has led

to horizontal and vertical diversification? and, what are the implications for
small and marginal farmers?

2. Methodology

The paper is constructed with help of both primary and secondary data.
The long run trend of agricultural performance of the two states is analysed
with the help of the secondary data, collected from various government
records. The detailed regional level analysis is presented by analyzing the
primary data collected fom the household suvey, conducted during 2013-
14.

2.1 Selection of Study Area

Gujarat and Madhya Pradesh, represents fairly different initial conditions
pertaining to nature and pace of agricultural growth within state specific
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context. Gujarat’s agricultural growth process augmented after 2002-03 and
recorded around 10 per cent growth till 2010 (Shah & Pattnaik, 2015).
Madhya Pradesh on the other hand, after a long stagnation withessed around
11.24 per cent gowth rate in Gross Value Added (GVA) in agriculture
during 2011-2017.Thus, it is interesting to undestand haov the recent gowth
in Madhya Pradesh hae spead over the regions and impacted the poor

Three districts in each state were considered for the primary data analysis.
The three districts represent the different agro-climatic zone of the states.
Sabarkantha, Panchmahal and Rajkot selected fom Gujarat whereas Dhar
Ujjain and Hosangabad were selected from Madhya Pradesh. One block
capturing the core feature of each of selected districts was identified for
conducting primary surveys. Six villages from each block were selected
randomly which include three with higher irigation (than the district average)
and another 3 with lowv irrigation facility. Total 36 villages in two states vere
surveyed for the analysis. A total of 360 landed households were surveyed
in each state constituting a total of 720 landed household.

2.2 Sampling and Methods

Random Sampling method was used to select households from different
landholding group. Before stating the household suvey the stuctured
guestionnaire has been prepared. A pilot survey was undertaken before
starting the actual feld and the questionnaies hae been tested.

The respondents were asked about their employment, agricultural income
and wages fom other non-farm sector The detail aricultural income and
performance were asked, such as cost of cultivation, cropping pattern,
irrigation status etc Income, employment and \alue of crop was calculded

for tow
time period; 2013-14 and 2006-07 (7 years prior to the survey) to analyse
the changes over period. The agricultural cycle or the drought cycle is about
4-5 in the selected stas (Rattnaik, 2011). However, the years 2007-08 and
2008-09 were reported as severe drought years and affected most parts
of central-western India thus we considered year 2006-07 as our recall period.
Acknowledging that recall over 7 years period is fairly long and might
affect quality of responses seral measues hae been talken sud as

62



I Pattnaik

collecting district level wage rate, farm harvest price and viholesale price of
each crop, yield of major crops for the period 2006-07 fom government
documents in order to ctoss diedck our responses The income of two
periods 2006-07 and 2013-14 &re adjusted with infection and the eal
income are presented.

3. Agricultur al Profile of the Two States: The Macro Trend

The stde, Gujarat represents scenarios ofelatively low agronomic potential
yet, high growth and commercialization of agriculture with already low
levels of poverty, Madhya Pradesh epresents better gronomic potential
yet, low growth and high incidence of poverty. However, in both the stdes
rural workforce still depends upon agriculture as their main occupation. A
relatively higher proportion of rural workforce are engaged in agriculture in
Madhya Pradesh (74.3 per cent) compared to 66.6 per cent in Gujarat
(PLFS, 2019) theeby sugyesting a higher lgel of inter-sectoal movement
along with higher rate of urbanization in Gujarat as compared to Madhya
Pradesh.

Figure 1 Index number of agricultural Net State Domestic Product (NSDP) in
Guijarat and Madhya Pradesh

Source: Statistical Abstractf Respective States, various issues.
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Over the period of 55 years the growth rate of agricultural NDSP in Gujarat
is 6.3 per cent compad to 4.4 per cent in Madlga Pradesh (Tble 1).
Guijarat experiences a phenomenal high rate of growth particularly after the
early 2000s. On the other hand the growth rate of agricultural sector in MP
was not so impessve until recently. However, though low but the trend of
agricultural NSDP is found to be less volatile in Madhya Pradesh compared
to Gujarat (Figure 1 and Table 1).

Table 1 Average Annual Growth rate of Agricultur al NDSP in Gujarat and
Madhya Pradesh

Source: Statistical Abstradf Respective States, various issues.
Note: The growth rate increases to 9.9 and 7.6 in Gujarat and MP respectively
after excluding the year 2000-01,which is a diought year

The growth in Gujarat was mainly due to the massive expansion of area
under bt-cotton (apund 25 per cent of GCA during 2016-17). This, to a
large extent, was supported by multi-pronged policy initiatives besides
increased wailability of irrigation from Saidar Saovar (Narmada) project
and large number of small water harvesting structures-all these coinciding
with consecutve years of favorable monsoon (Shah et al.,2009). Madhya
Pradesh is mainly a foodgrain and oilseed growing state with around 62 per
cent of its gross cropped area (GCA) devoted to foodgrains and 32 per cent
to oilseeds (during 2014-15). Soybean and wheat are the two main crops
grown in the state with around 25.4 per cent and 23.7 per cent of GCA
devoted to the cops respectvely. However after 2003-04 they is constant
expansion of area under wheat and provision of remunerative price for
which helped in higher growth during the recent period. The main drivers
of growth in agricultural income in the recent period in MP was explained
as increase in irigation through tube wells and canals increase in paver
supply to agriculture, development of infrastructure through public
investment (Guldi et al., 2017). The overall agricultural growth pattern in
two state shows that -a) the growth in Gujarat is more productive as well
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as water intensive as compared to Madhya Pradesh, b) Madhya Pradesh is
a late starter in growth but fast moving.

4. Evidence from Field
4.1 Emplgyment in Farm and Non-drm Sector

A total of 58 per cent in Gujarat, 66 per cent in Madhya Pradesh reported
income from agricultur e as their main souce of livelihood (Table 2).In Gujarat,

the dependence on griculture was varying much across districts the shae
being much higher in Rajkot (around 65 per cent) compared to Sabarkantha
(55 per cent) and Bnchmahal (53 per cent)However, the district wise \ariation
was not observed among the sample households in Madhya Pradesh (66, 66
and 64 per cent in Dhar Ujjain and Hosangabad respectvely). Employment

in non-farm was only 16 per cent in Madhya Pradesh compared to 20 per cent
in Gujarat. While both the state showed negative change in farm and positive
change in non-farm workforce over the period but in Gujarat it is linked with
higher urbanization and industrialization (Shah & Pattnaik, forthcoming) unlike
agricultural based RNFE in Madhya Pradesh (Som et al., 2002).

Table 2 Main Source of Income of the Landed Households

Source: Field Survey, 2013-14.

The dependence on multiple sources of income was common in both the
states. Agriculture as a single source of livelihood was not significant among
the surveyed landed households in two states. While only 8 per cent in
Guijarat, 11.4 per cent in Madhya Pradesh solely depend upon agriculture
for their livelihood. There exist hardly any marginal/small landholding

households who depend solely on agriculture as their livelihood. Multiple
source of income among family member was common, as they reported
several secondary occupations. in a way the definition of agriculturist and
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non-agriculturist households has become blurred as all most all the households
have combined income sowes The traditional grouping of the actvity
category is becoming \ague Given the demaraphic change there is a
different non-agricultural economy already developed mainly depending on
agriculture. Property right structure may actually genemate an income &en

if they like to cain but not able to as a lage part have small piece ofland.
Income diversification among the rural households was higher in Gujarat
compared to Madhya Pradesh.Rapid industrialisation of the rurban econony,

and increasing education in rural areas could be treated as prime movers of
the growth of the non-farm economy (Shah & Pattnaik, forthcoming).
However, what is not dear is hov far educdion has creaed interlinkage
between farm and non-farm sector In Gujarat what seems to hge hgopened

is the closeness to urban area (with better infrastructure) and higher net cost
of agriculture products might haie higher non-&rm employment but lower
rural non-farm employment (RNFE); hence RNFE is still scope to impove.
Education has played a ole in improving the process Gaurav & Mishra
(2019) have pointed tha educdion is associded with higher yield and eturn,
thus with weak agricultural extension among farmers formal education may
offer informational substitute

4.2 Rural Landed Households and Dependence on Agricultural Income
Income eamned from all sources vas calculded but we are avare aout the
fact it is difficult to get the exact income from each source as income is
always undewalued. However, we have tried various measues to \alidate

the data.

Table 3 Share of farm and non-farm income in Gujarat

Source: Field Survey, 2013-14.
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In Gujarat, out of the total income around 75 per cent was contributed by
agriculture and 25 per cent stm the other souces (Table 3). This implies
till recently around three fourth of the income in the rural area was earned
from the agriculture and allied sectarlt is also seen fom the daa that share

of income from agriculture was higher among the medium and large
landholders. Even though our sample specifically considered only the landed
households the share of income from non-farm sector constitutes a major
share of the total income for the small and marginal landholders. The region
wise analysis shows that the share of agricultural income out of the total
household income was highest in Sabrkantha and Rajkot in contrast to
Panchmabhal. In Panchmahal there was not much gap between agriculture
and non-ariculture income The shae of agricultural income was more
than 80 per cent out of the total household income in Sabarkantha except
among the marginal land holders. Similarly in Rajkot, income from agriculture
constitutes around 90 per cent of the total income among the medium and
large landholders. Rajkot being a dry land region it is only the well-off land
holders could ean larger shae of income from agriculture. On the other
hand in Panchmahal the share of income from agriculture out of the total
income were lesser then other regions across all the landholding groups.

Table 4 Share of Farm and Non-Farm Income among the Sample Households
in MP

Source: Field Survey, 2013-14.

In Madhya Pradesh, agriculture and allied sector constitutes around 87 per
cent of the total income of the rural landed households. Across three districts
the share of income from agriculture was highest in Hosangabad and lowest
in Dhar. It was quite &ident that Hosangabad being a highy irrigated and
adequate rainfall zone the income from agriculture constitute the major
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share of the total household income On the other hand Dhar being a tribal
region and mainly depend upon the monsoon the income from agriculture
was lowest compared to other regions.

Except the marginal landholding households rest all the category earn more
than three burth of the total income flom agriculture. This result is quite
expected that the income from the tiny piece of land would not be enough
for the households to sustain thus they depend upon the other sources for
the livelihood. Around 64 per cent of the total income among the marginal
land owing households obtained fom non-farm sector The shae even
increase to 80 in Dhar and 70 per cent in Hosangabad. The marginal land
owning households mainy work as causal laours inside or outside villge.
Around 58 per cent of the marginal land holders work as causal labours out
of the total number employed in various non-farm activities as their main
occupation. It implies the marginal land owners are even worse off as
neither are they supported by agriculture nor they are not working in better
paid non-farm activity but only as causal labours.

The dominance and dependence on agricultural income in the rural set up
in Madhya Pradesh was higher than that of Gujarat. This also highlights
that in Madhya Pradesh the opportunity of getting employment in non-
farm activity was quite lov. Thus, the rural households ae studk up in the
agricultural sector The anaysis also shws pesisting regional level disparity

in agricultural income within the states.

4.3 Per Capita Agricultural Income among the Land Holding Groups

The income earning among the various group of households shows that
the income from agriculture has increased among all the landholding size
(Table 5). However the rte of increase in income dr the weaker goups
should be higher than the rate of increase among the large landholders
for the gap to reduce among the high and low groups. The rate of increase
in income was relatively higher among the marginal and small landholding
group in Gujarat whereas reverse trend was found in Madhya Pradesh. In
Madhya Pradesh the growth rate of agricultural income among the marginal
and small landholders was lower than the increase in income for the large
and medium landholders. It is evident that in Madhya Pradesh though there

68



I Pattnaik

was spead of growth across egion but not across landholding caéegory. It
implies the vertical transformation has not taken place whereas the horizontal
spread of growth has happened in the in Madhya Pradesh.

Table 5 Average Monthly Per Capita Income from Agricultur e across landholding
Group

Source: Field Survey, 2013-14.
4.4 Cropping Pattern and Cropping Intensity

The average landholding siz among the suveyed households was 2.9 and
3.2 hectare respectively in Gujarat and Madhya Pradesh. The major crops
cultivated among the surveyed households were cotton, groundnut, bajra,
maize and wheat in Gujarat and soyabean, wheat, cotton, maize and gram
in Madhya Pradesh.

Cropping intensity* is a major indicator of the change in productivity (Chand
et al., 2011). The intensity of cropping refers to raising a number of crops
from the same ield during one ayricultural year Higher the index, greater

is the eficiency of land use According to the Socio EconomiceRav 2013-
14, the CI in Sabarkantha, Rajkot and in Panchmahal was 134, 116, and
112 respectvely. The Cl among the suveyed households vas 156 during
2013-14 in Gujaat (Table 6). It was highest in Rnchmahal and lavest in
Rajkot. Rajkot being relatively dry land region and the farmers mainly
concentrates on cotton cultivation the Cl was lower in that region compared
to others. The landholding wise analysis shows that there was decline in the
Cl with the increase in the landholding size in Sabarkanth and Panchmahal.
In Rajkot the CI was higher among the higher land holding groups.

! The intensity of cropping refers to raising a number of crops from the same field
during one aricultural year Higher the index, greaer is the eficiency of land
use
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Source: Field Survey, 2013-14.

According to the Director of Economics and Statistics during 2013-14 the
Cl of the stde was 151.The ClI was 156,185 and 179 in Dhay Ujjain and
Hosangabad, respectvely. However, the Cl among the suveyed households

in Madhya Pradesh vas little aove the stdae average (183). Among the
three regions the intensity was the highest in Hosangabad and the lowest in
Dhar. Hosangabad being griculturally developed and with higher shag of
land irrigated the practice of more than one crop in the same field was
higher. The Cl is directly related with irrigation and technology. Hosangabad

is the fifth highest district with the state with area under irrigation as a share
to the total cropped area as 56 per cent. The district has the highest land
under canal irrigation as around 52 per cent of the total irrigated area is
covered through canal and mainly government canals.

The nature of crop also defines the cropping intensity in the two states. In
Guijarat, the three regions selected for the survey were mainly dominated
with cotton cultivation, whereas the major crop among the sample
households in Madlya Pradesh vas sgbean. The average days for soybean
production being 120-130 days compared to 150-160 days in case of cotton,
in Gujarat the CI was laver.

45 Land Size and Productivity

The vyield per hectare of land among the sample households was calculated
and presented in the Figue 2 and Appendix Table 1. The yield of cotton,
groundnut, castor tobacco and ailli was higher among the maginal and
small landholdeis compaed to the lage. Thus for commercial crops the
yield per hectare was higher among the small and marginal landholders.
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However, the yield of the foodgrains: bajra, jowar and maiz was higher
among the large and medium landholders.

Figure 2: Landholding Wise Yield of Major Crops in Gujarat

Source: Field Survey, 2013-14.

The vyield analysis across region and category of landholding shows that in
Sabarkantha the yield of major crops like cotton, groundnut, maize, whea
and tur was higher among the marginal and small land holders whereas only
castor bajra and jovar experienced higher yield among the lge and medium
land holders. In Panchmahal the yield of all almost all the crops was higher
among the small and marginal landholders whereas lesser yield achieved by
the large and medium landholders except for the crops likes cumin and
maize. The cultivation of cumin was mainl concentated among the medium
farmers in Panchmahal. It implies in the tribal district there was inverse
relationship between farm size and poductivity. In the tribal region use of
technology and madinery is compaitively lower, hence the inverse
relationship does not hold true with higher level of technology but it exists
at lower technology level. Rajkot, which is considered as one of the developed
region, the yield of major crops was higher among the large and medium
landholders. The yield of cash cops like cotton, castor cumin and foodgrains
like bajra, jowar and wheat was higher among the higher landholding groups
except for groundnut. This shows the in the developed region with higher
mechanization the inverse elationship vanishes (evnership of tractor was
highest among the sample households in Rajkot). The study found three
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type of relationship in three regions i.e, in the tribal region there exist
strong inverse elationship between farm size and pioductivity. In the average
performing district like Saarkantha, the inverse elationship exists for the
cash cops and inkrior cerals like jowar, bajra. In the developed egion
Rajkot the inverse elationship between &irm size and pioductivity vanishes

Figure 3: Land holding wise yield of major crops in Madhya Pradesh

Source: Field Survey, 2013-14.

The detailed region-wise anlgsis of the yield and farm size shows that in
Dhar the inverse elationship between farm size and pioductivity holds true
for most of the crops ecept chilli and tur (Figure 3 and Appendix Table
2). The area under cultivation under these two crops was quite small
compared to others. In Ujjain except for gram all the other major crops
shows dedine in the productivity with the increase in the &rm size. Similarly

in Hosangabad the yield of the major crops where higher among the marginal
and small landholders and lower among the larger landholding groups.

The yield per hectare of land was higher among the marginal and small land
holders for the crops like sg/bean and cotton.For these two cash cops the
yield dedines with the increase in the land sie. The yield of the maminal
landholders was highest and relatively declines with the increase in
landholding size for soybean and cotton. The relationship between land size
and productivity does not show any trend when we consider the yield of
foodgrains.
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There was increase in the yield of major crops in both the states. The
cropping pattern is widely different in two states thus instead of doing a one
to one comparison of ead crop, the yield of major crops ae compaked in
the table 7. Wheat is one the most important foodgrains produced in both
the stde. The yield of whea is higher in Madhya Pradesh compaed to
Gujarat. The increase in the yield of wheat in Madhya Pradesh was almost
double of the increase in the yield in Gujaat. However, the value of whea
has declined in both the states but the rate of decline was higher in Gujarat
compared to Madhya Pradesh. This may be due to higher cost of cultivation
in Gujarat. Among foodgrains the cost of wheat was highest in both the
states which are the reason of decline in value of wheat in the two states.
However, the cost ofwhea was e/en higher in Gujalat compared to Madhya
Pradesh. Among the various input cost the cost of labour was four times
higher in Gujarat as compared to Madhya Pradesh. The water and labour
costs are too high in Gujarat which ultimately add to the total cost of
cultivation in Gujarat. The higher rate of groundwater price is one of the
factors for the higher water cost in Gujarat (Shah, 2000).

Table 7 Comparisons of Yield, Income and Cost of Major Crops (per ha)

Source: Field Survey, 2013-14.

Cotton which was also produced in our sample villages in Dhar and Ujjain,
the yield of the crop has increased both the states. The value of cotton in
Gujarat has increased doule the increase in yield ofthe crop. The increased

in the value of cotton and soyabean also lead to increase in the yield, unlike
wheat. Overall it shows the yield of major crops has increased in two states
but the cost of cultivation was high in Gujarat compared to Madhya Pradesh
which is a matter of concern and it raises serious questions on the
sustainability of the agricultural sector as a whole in Gujarat.
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In Gujarat among the total surveyed households the major issue was related
to timely availability of fertilizer. Around 79 per cent ofthe total household
reported problems like non-availability of fertilizer when required, higher
price and lover quality of fertilizer as the major poblems (Table 8). Farmers
reported of depending upon private traders for buying fertilizer thus several
times they get cheated. The price of fertilizer is quite high thus it is really
difficult for the marginal and small farmers to buy required quantity of
fertilizer that in turn leads to laver quality of output. The timely unavailability

of fertilizer leads to delay in the application of the same which affect the
production, as reported by the farmers. Other major problem is not receiving
optimal price for the output. Out of the total households those who reported
of not getting proper output price among them around 67 per cent reported
of being deaed by the trader Labour scacity and higher wage for the
hired labour is another major problem and around 50 per cent of the
households reported it as a major problem. The poor quality and duplicate
seed and higher pricedr the seed is another major lallenge. Timely
unavailability of seed, higher price and lower quality are some of major
problem related to seed.

Table 8 Major Challenges in Farming among the Surveyed Households in Gujarat

Source: Field Survey, 2013-14.
Note: The share is calculated from multiple answers.

Out of the total 360 households surveyed around 51 per cent reported
unavailability of fertilizer and 31 per cent eported not getting optimum
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price as the major issueFarmers in Madhya Pradesh eported they took
loan and borrowed money to buy fertilizer during the required period.

Most of them bought fertilizer from black market and paid double to the
actual price (apund 25 per cent eported). Higher price of seed,unavailability
of seed and lower quality of seed are some of the major seed problem.

The major challenge of the farmers being higher price and timely
unavailability of chemical fertilizer, this raises the concer over accessing
right kind of fertiliz er which is still a bigger issuelt is essential th&promoting
and facilitating organic farming or other substitute of chemical fertilizer at
the institutional level.

4.8 Perception of Farmers @out theViability of Farming

We have asled hypothetical question to the &rmers whether they would
continue farming in future and whether they think farming would be a
viable occupdion in future. Around 47 per cent &rmers in Gujarat and 51
per cent in Madhya Pradesh responded that they might not continue farming
in future (Table 9). Across the egion in Rajkot highest umber of farmers
replied that they will not prefer to farm in future. Even though Hosangbad

is an irrigated and high rainfall region, around 66.7 per cent of farmers told
that farming will be not any more a viable option for them.

Table 9 Perception of farmers aout farming as a norviable occupdion

Source: Field Survey 2013-14

In both the state higher share of marginal and small land holders do not
wish to continue farming in future. Even among the lage land holdes as
high as 45 per cent and 39 per cent reported that they do not wish to
continue farming in future. Given other oppotunity they would like to shift
away from farming.
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Source: Field Survey 2013-14
Note: The share is calculated from multiple answers.

Reasons for not continuing farming in future and also various plans to
continue farming in future among the sample farmers are presented in the
table 10. Increase in use of fertilizer (increase in cost) was reported as one
of the major reasons reported to stop cultivating. Increase in use of fertilizer
adds to the cost ofcultivation, hence farmers wish to quit arming. Thus
those who plan to continue farming in future would like to focus on organic
fertilizer. Lack of institutional support to promote farming is reported as
one of the major reasons to quit &rming in Madhya Pradesh. However,
increase in industrialization is reported as reason to quite farming in future
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by only a few farmers. Hence in order to make farming as a pofitable
occupation the overall perspective of rural development needs to be changed.
The policies should focus on improving sustainable use of resources with
the institutional support.

5. Conclusion

The main objective of the study has been to examine the pattern of agriculture
growth in Gujarat and Madhya Pradesh and its implications for income and
poverty reduction in the shot and medium time fame The stud/ found
that there was a definite increase in the income from agriculture across
regions in two staes Gujarat's perbrmance of agricultural growth was
better compaed to tha of Madhya Pradesh. However, during the recent
period Madhya Pradesh has witnessed increase in the growth rate though its
income is lower than that in Gujarat.

Among the states there exists district level variations in income and earnings.
Some regions like Ujjain and Rajkot out-performed compared other districts
like Panchmahal and Dhar When we compaed the ayricultural performance
across landholding category of households it shows that the big landholders
gained more compared to the small and marginal especially in Madhya
Pradesh. Income from agriculture even though has increased among all the
landholding sizes the rate of increase in income among the poer goups
was less than the rate of increase in income among the richer groups especially
in Madhya Pradesh. The analysis on income shows that over a period the
income has increased and spread across regions whereas the gap between
rich and poor has widened. It has direct implications on equity The lower
income from agriculture among the marginal and small landholders brings
to the fore a very important but often neglected or missed out issue of using
land or access to land among the poor not only in terms of quantity but also
in terms of quality. Further the \alue of crops per unit of land has not
increased at the same rate as compared to the increase in the physical yield.
Even though the physical yield was higher per unit of land among the
poorer goups the \alue has not inceased similaly.

However, Madhya Pradesh has the potential to mduce bodgrains & lower

cost compared to Gujarat. Physical yield of wheat was higher in Madhya
Pradesh with the lower cost compared to Gujarat. The increasing fertilizer
uses in land in Gujarat with increase in labor cost and water cost the Gujarat
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farmers prefer to produce high value crop which has higher return. Thus
Madhya Pradesh could be the wheat-rice bowl of India due to the fact that
it has good quality of water and land for foodgrains. This state might take
care of the basic bod security of the country with less ewironmental
implications.

For long Gujarat has been suppded fairly significantly by the stde and its
econony. However, having limited natural resources the gowth pattern has
moved faster lut latter on have raised signifcant issue on the quality of
land and water which now needs to be kept in forefront in growth of
agriculture in the stde. So far the gowth pattern in agriculture in Gujarat

is yet to capture the inter-linkages between economic growth and natural
resource being affected by that. Interestingly Madhya Pradesh gives a more
positive view but the issue egarding farmer cgpacity to invest br getting
higher growth without exploiting the land and other natural resources is
important to look into. Fortunately the land has not beenwerused in Madhya
Pradesh compaed to Gujarat, thus the question arises h@ technology,
institution arrangements natural resouice management can be wrk together

in this context.

Four important major indicators need to be ecognized — tetinology
improvement, institutional support, managing natural resources and most
importantly the political support. All these need to act together for the
growth process to taks place Lack of any these will slav down the growth
process though the growth might take place for a short run but not in the
long and medium run. The political economic process should keep the
marginal-small and landless in the top of the priority thus a new way of
looking at the rural development.
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l. Introduction

Emergence of development debates raised several pertinent questions related
to the issues of poverty and marginalization which are considered as
major bottlenecks in the process of development. Search for answering
those questions has p&d ways for the adrancement of progressie values
inclusive policies and affirmative action. Series of attempts were made to
address issues ofifferent weaker, vulnerable, and maminalized goups so
that they could lead a lie with worth and dignity. One of the important
progresses in development debates is the identification of gender equality
as a ley element of development (Farpart et al., 2000). Women question

in development déates hare been gien due dtention during the 1970s
where it was realised that without focusing on women empowerment and
their contribution in the process of development, imagination of development
and happiness is an impossible task. This attempt has brought about a
paradigm shift in development thinking giving utmost importance to gender
equality as an inevitable condition for balanced growth and development of
any society or county. Countries and societies willing to agieve better
position in terms of development indicators realised the necessity to create
conducive ervironment for both men and women tha provide them equality
and equitable opportunity to prosper (Sen,1992, 1995;Kabeer 1994, 1999;
Chua et al., 2000; Robeyns, 2003; Mosedale 2005; Chant, 2006).

Bearing in mind the perspective that gender matters in development or
emphasis of women's development to adieve holistic and all-ound
development of society there is a need to see andefexamine the staus of
women with specific identities — for this case gender and religion — as two
simultaneous identities are enforcing upon Muslim women at the same
time. Therefore, a need arises to assess the tas of Muslim women who
belong to the most backward community in terms of socio-economic
conditions. In this context, we find two major landmark reports viz. Sachar
Committee Report (2006) and Ranganath Mishra Report (2007) reportedly
made public the appalling socio-economic status of Muslims. While the
first is described as the diagnostic report which shows that Muslims in
general and Muslim women in particular are faced with critical problems
related to maters of equity in social security educdion, employment and
livelihoods credit and maiket facility; the second sugests emedial measues
for ensuring inclusive reservation policy for Muslims.
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It is, therefore, required to examine how far Muslim women hae been
benefted from the development stiategies which have resulted in their
significant growth and development over the last 15 years. It is believed
that such attempts will enable us to better locate and analyze critical dynamics
restraining Muslim women to enjoy the fruits of development and inducing
well being into their life. Besides it is also &pected thd sudc attempts will
help in integrating the same with national development strategies centred on
inclusive gowth and gender equality considering Muslim vemen's upliftment

a genuine concern.

II. The Framework

Given the fact that participation in economic activities is a major indicator
of promoting women's empaverment and emancipéion an attempt is made

to understand the staus of Muslim womens access to Vielihood activities
and related challenges. The paper is based on a detailed and critical review
of data about Muslim womens access to wk and related dhallenges For

the purpose of having overall picture of Muslim women's stdus in workforce
participation at the national level, data collated from the Rajinder Sachar
Committee Report and NSSO 68th Round on Employment and
Unemployment (2012) is reviewed. Though there other micro studies as
well, but the reasons to take these two studies are- one that they are gazetted
documents;and, second,they give a ndional level staus of Muslim womerns
workforce paticipation in more detailed manner Kegping Muslim women

as central subject of the development concern, a discussion is made around
the dimensions of challenges which Muslim women encounter in access to
work with reference to women's question ofdevelopment and empaverment.
Finally, a conceptual framework is proposed to eplore and locde issues
related to Muslim womens access to wrk and economic emperment.

. Women Empowerment and Participation in Economic
Activities

Human society witnesses long-established patriarchal social structure largely
responsible for lack of power to women and restrictions on freedom for
choices This unequal @nderbased social ater gave rise to the adical
feminist movement and struggle for equal and dignified social identity during
the 1960s and 1970s. This movement was substantially influenced by the
Freirean adiocagy (Freire, 1970) to endle oppressed goups men and women
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to develop their pover to perceive critically the way they exist in the world
and to see the world not as a static reality but as a reality in the process of
transformation (p. 12). This critical perspectve along with feminist
movements led to the emergence of idea of empowerment in the field of
social work practice (Neil, Domingo, & Valters, 2014, p. 4) and moie precisey

the idea of women empowerment at the economic and political level across
nations. Subsequent, the women question in deelopment cained curency
and got significant attention in development debated especially in 1970s.
As a result of it, efforts were made to study the status of women in society
which further revealed the fact the fruits of development could not benefit
almost half the populdion, mainly women. The World Bank in its report
titted ‘Engendering Development through gender equality in rights, resources, a
voice’'says that in spite of the fact....gender inequalities undermine the
effectiveness of development policies in fundamental ways, it is an issue
that often lies only at the periphery of policy dialogue and decision making,
both in national and international arenas (World Bank, 2001).

The idea of empowerment is éout change, choice and paver. The questions
surrounding womernis empaverment is critical to the fundamental alues of
human rights and social justice approaches of development. According to
Keller & Mbewe (1991) womeris empaverment is a pocess wereby women
become #le to organise themseles to incease their an self reliance to
assert their independent rights to make choices and to control resources
which will assist in challenging and eliminating their own subordination.
Notion of empowerment in facts is embedded with power relation
framework. Various dimensions ofempowverment are embedied infollowing
four levels of power relation which help in articulating the:

1. Power from within: self- accetance and selfespect vhich extend, in
turn, to respect for and acceptance of others as equals

2. Power to: genertive or productive pover (sometimes incoporating or
manifesting as forms of resistance or manipulation) which creates
new possibilities and actions without domination!It includes increase in
skills, abilities including earning an income, access to market and network

3. Power over. controlling power, which may be responded to with
compliance resistance or manipuldon

4. Power with: a sense ofthe whole being geaer than the sum ofthe
individuals, especialy when a goup tadkles poblems together

(Rowlands, 1997: 13 Emphasis aded)
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Interwoven with the power relation, empowerment operates from three major
dimensions of personal, relational and collective domains (ibid: 15). One of
the major initiatives in recent times is the @ation of UN Women in 2011
with a view to lead great gender equality and women empowerment. In
addition, for the first time the World Bank devoted its World Development
Repoit-2012to Gender (World Bank, 2011). The report signifies the call br
unremitting efforts to guarantee gender equality in achieving better
development objectves To end gnder @gp, the report identified....end gender
gaps in access to economic opptunities, eamings and productivity and
shrinking gender differences in voice and agency within society as major
priorities. UN Women (2015) in its summay report titled ‘The Beijing
Declaration and Plateform Action Turns 20’ presents a 20-year review and
appraisal of the implementation of the Beijing Declaration and Platform for
Action (1995) and emphasises the neearf ensuring women's access and
control over productive resources (in an economic sense) and their voice
and agency in decision-making at all levels. The report also highlights the
concern for implementing gender-responsive planning and legal and policy
reforms that protect rights of women over resources and creating decent
work for women and men should be prioritied (p 44).

It has been bund that women's access to paid wrk and economic
empowerment increases wmens gency in strategic way (Robeyns, 2003;
Eyben et al., 2008; Kabeer 2009, 2015; Nussbaum, 2011). For instance
Kabeer (2009:4) finds the women's economic empaerment is critical
concern for
human rights and social justice She opines thathe cental importance of
womers economic empwerment is to strive to promote human caital and
human capabilities for women and the necessity of policy implementation
so that women can participate in, contribute to and benefit from processes
of economic gowth. According to Kabeer economic empaverment
enhances wmen's cgacity for strategic choice and aency related to
economic pursuits and also has potential to opens up for change in other
sphees of their lives (Kabeer 2009: 7).

The pespective of womens emancipéion and economic empaeverment has
recently been integrated with the Sustainable Development Goals-2030.
Particularly Goal-5, to achieve gender equality; and Goal-8, to promote full
and productive employment and decent work for all are cental to womens
empowverment. It is in this context, every woman's life and derelopment is

core concern of social and national progress and happiness.
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Gender has seeral implications on peoples lives but one of the most
consequential is that it acts as a basis for inequality between persons leading
to creaion of hierarchy between men and vemen in material resources
power and status. Categorical inequalities are created and sustained by
embedling membeship (eg., being a man or wman) in systems of
control over material resources and paver (eg, Jackman 1994; Jackson,
1998; Tilly, 1998 ascited in Ridgway, 2011: 4). The dynamics and the
processes of operationalizing women centric poverty and subsequent
marginalization can be undestood by Jefferson (2018:51-52) as dllows:

Social scientists call this disparity theeminization of poverty. It has a
multitude of causes. First, there may be discrimination against women in
the labour market. If women do not receive equal pay for equal work,
then households headed yothem will have fewer resources with which to
manage. Second, society mg channel women into occupdions that do
not pay well. Low-paying occupations effectively cap earning at levels
that may be insufficient to make ends meet. Third, workplace norms may
not easily accommodate disruptions in female labour supply due to childbirth
and child rearing. Such norms compromise the career trajectory of women.
Fourth, women do a dispoportionate amount of the unpaid cae work

in society which reduce their time @ailable for paid work. These easons
connect with the challenges facing women and girls more generally in their
struggle to graduae out of poverty.

Jeffersoris description d@out the multitude of causes pdaining to womerns
marginality in accessing livelihoods and the interrupting constraints from
social and economic structure provides us a useful outline to study and
examine the performative processes of discrimination and marginalization
in the context of Muslim women. Moreover, given the Intersectionality
perspective (Crenshav, 1989, 1991;McCall, 2005; Nash, 2008; Walby
et al., 2012) and its impact on ethnic and religious groups (Stewart, 2002;
Shepherd et al., 2014; Kabeer 2015), it is imperative to examine Muslim
womerns economic staus and their workforce paticipation.The position
of exploring any particular group/section with multiple or cross-cutting
identities from any specific vantage point can be better understood through
‘Intersectionality Approach’ that explores the intersections of various social
markers shaing individual’'s or goup’s eperience elating to their social
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location and inequalities (Censhav, 1989, 1991; Belkhir & Barnett, 2001;
McCall, 2005; Hancodk, 2007; Nash, 2008; Shields 2008; Walby et al.,
2012). The evolution of Intersectionality as a theoretical foundation is
credited to American civil rights activist and leading scholar Kimberle
William Crenshav. Crenshav (1989,1991) poposed intesectionality towvards
the study of overlapping or intersecting social identities and the related
systems of production and reproduction of inequalities dominance and
oppression. Further, Leslie McCall has also stssed intesectionality’s
importance as calling it ‘...the most important theoretical contribution that
womern's studies in conjunction with related fields, has made sodr’ (McCall,
2005: 1771). Nash (2008: 1) has also encouraged feminist and anti racist
scholars to apply intersectionality approach in ways to construct more
complex theorization of identity and oppression as it daws upon the
marginalized subjects’ vantage point providing a sound epistemological
position (ibid: 3). Intersectionality as a framework to study multiple
marginalisations has been used widely in the case of dalit women in India.
Shewli Kumar made an attempt to highlight the issues of intersectional
identities of Dalit women and their marginalization with special emphasis
on their claim for dignified livelihood. In her study she quoted findings from
Uttar Pradesh and Ryjasthan where the Dalit women have been denied
access to NREGS cards because they are dalits and are forced to carry out
their traditional caste-dehed occupdions of manual scarenging (Kumar,
2008: 161) and due to less income and unprotected work, they are more
vulnerable to physical and sexual exploitation from the upper caste men
(ibid: 163). Applying intersectionality perspective in the case of Muslim
women would help in discovering the ‘sites of oppression (Zack, 2005: 7,
cited in Nash, 2008: 10) experienced by these women.

In the subsequent section we shall review the fact-finding reports related with
Muslim womern's workforce paticipation. The Sahar Committe Report and
NSSO 68" Report will be used to hae an overall picture of Muslim womeris
access to work at the national level. After that, it will be argued the need to
see Muslim womens issues ofaccessing wrk and related challenges in a
more specific and exclusive manner incorporating different theoretical
constructs.
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The Sachar Committee Report (2006) was a landmark official document
which rewvealed the deitits, deprivation and marginalization of Muslim
community in India. The report exposed the evidences of official and
structural discrimination with Muslims and the vocabulary of ‘appeasement’
and ‘favoured treament’ attached to Muslims was und a meee illusion.
The report highlighted that as emplgees Muslims generlly work as casual
labour and they are very poorly represented in egular, salaried emplgment.

In 2004-05, total workforce participation of Muslim remained at the lowest
position of 54.9 per cent whereas the condition of Muslim women was
worst. The participation in workforce was only 25.2 per cent which was
much lower than the ndional average of 43.6 per cent. Surmprisingly, the
workforce paticipation was more than doulle among the SCs/ST i.e, 54.9
per cent (Table-1). Unemployment rate among Muslim women again
remained on the higher side amounting 9.2 per cent as equal as the national
average.

Table 1: Worker Population Ratios by Socio-Religious Categories, 2004-
05

Source: Adapted from Sachar Report, 2006: 110

Table 2. Unemployment Rate by Social Religious Categories, 2004-05

Source: Adapted from Sachar Report, 2006: 110
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27 per cent of Muslim workers in urban localities are engaged in regular
work in comparison to workers from SCs (40 per cent)STs (36 per cent)
and OBCs and Hindus (49 per cent). A large number of around 70 per cent
of Muslim women work from home than the aerage of 51 per cent.The
report finds, participation of Muslim women in the workforce in urban
areas is 18 per cent where 70 per cent work from their home typically
engaged in sub-contacted work with low level of earning. Majority of
Muslims are engaged inside their own dwelling for income generating
activities constituting 66.8 per cent as compared to 52.1 per cent Hindu
OBCs. Merely, 6.3 per cent of Muslim female hae their ovn enterprises
compared to Hindu OBCs whose holding on own enterprises is 12.4 per
cent. The Report further indicates poor access to institutional edit that is,

6 per cent took credit from banks and 1.1 per cent from credit societies.
Their share in the total outstanding credit from banks was a mere 2.8 per
cent whereas 16.2 per cent borrowed from money lenders.

Table 3:Distrib ution of Female Workers in Each Socio-religious Category
by Enterprise, 2004-05

Source: Adapted from Sachar Report, 2006: 114
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Source: Adapted from Sachar Report, 2006: 116

The committee recognises that women are trapped with the limits of social
structures sometimes due to commnity pressue and sometimes due to
experience of gender-based fear of ‘public’. Notion of ‘safe’ and ‘unsafe
spaces’ restricts women within safety of familiar orthodoxies while
confirming to the viside markers of community identity (Sachar Committeg,
2006: 13). Such life circumstances obstructing them from accessing
opportunities for development and as esult they remain avay from projects

of modemity.

2. Findings of NSSO 68th Round Report on Muslim Women
Access toWork

The NSSO 68 round (National Sample Suwey Office, 2012: 32) daa
specifes tha during 2011-12,the Labour Force Rarticipation Rate (LFPR)
was the lowest for Muslim in both rural and urban areas for both males and
females It was 51.1 per centdr rural males 15.9 per cent dér rural females
55.3 per cent for urban males and 10.9 per cent for urban females.
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Source: Adapted from NSSQ 2012:33

Table 6: LFPR According to Usual Status among Rersons of Major
ReligiousGroups in NSSO 61st, 66th and 68th Rounds

Source: Adapted from NSSQ 2012:33

The report further sgs tha the Workforce PRarticipation Rate (WPR) was
also lowest for both males and females in both rural and urban areas. It was
49.9 per cent dr rural males 15.3 per cent dr rural females 53.2
per cent br urban males and 10.5 per cenof urban females (p 34). If we
compare the status of workforce between 2004-05 and 2011-12, we find a
dedine both in urban and wral areas in Muslim womens representdion.
This decline is retrograding sign showing deepening of the gender gap in
case of Muslim women's empaverment.
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Above facts from the Sachar Committee report and the report of NSSO
68" round describes tha Muslim women's representdion in workforce is
significantly low in comparison to other socio-religious communities. At
this juncture, it is needed to evisit the views of Jafferson again to
contextualise women's centric maginalization in the case Muslim women.
Jeffersoris identification of ‘discrimination in labour market’ as detemining
factor of poor employment is evident in the case of Muslims in general and
Muslim women in particular through Sachar Committee findings and its
reflection can be seen in the NSSO report as well. Findings of Sachar
Committee (2006: 22), specifically delineates that Muslim women had
strongly felt discrimination in labour market on religious grounds. The report
notes tha the distinct patern of Muslim womens employment in home-
based work is due to discrimination in formal employment. The ability of
Muslim women to bargain for better work conditions is curtailed due to the
nature of their work being sub-contracted which leads to lesser employment
opportunities and poor monitory returns.

The cumulative impact of engagement in economically productive activities
and earning from them is directly proportionate to per capita expenditure
and savings of family. It is known fact tha family where the income is
gainful and resonant, sufficient expenditure is made on food, clothing,
educaion, health, etc to give family membes a @od and fulfilling lif e.
Besides gainful return from employment provide a fair chance br savings
and enable families in coping risks and hazards during odd and unforeseen
situations. But, since Muslim (men) are majorly concentrated in informal
and unorganised sectartheir eaming is uncetain and income is not up to
the mark leading in poor standard of living. The Kundu Committee Report
(2014), records the marginal rise in monthly per capita expenditure (MPCE)
of Muslims by 60 per cent between 2004-05 and 2011-12. Increase in
MPCE by moving into urban areas and metro cities are 40 per cent and 70
per cent br the Muslims against the ndional average of 90 per cent and
140 per cent.Hence it is obsewed tha poor saving coupled with insecue
and scanty income érms a vicious gcle of vulnerability context (Chambers,
1995) where Muslim families are exposed to more risks on the one hand
and their incgpability to confront those risks and hazalts on the other
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Participation of women in economic activities and their empowerment are
the basis ofensuring womeris rights and enaling them to have control over
their lives decision making and gerting influence in society (Boaian, 2003;
Kabeer 2009) hut this does not seem to be impactful as compad to
women belonging from other socio-religious communities. In preceding
section, we discussed that access to financial services and credit facilities
play a role as caalyst in improving women's economic stéus by creaing
better livelihoods opportunities. But Muslims as a whole community are
faced with lack of financial services and support which means that formal
financial sewices sut as bank accountsloans and insuance are not readily
available to them. The Satar Committee (2006) eports tha Muslim areas
are designated as ‘negative or red zones’ in some states in which their loan
applications are rejected. The report also finds lack of access to credit is a
more serious problem for a community whose larger proportion of workers
are enqged in self-emplgment, especialy home-based wrk. Therefore, it

is assumed thanon-availability of credit can hare compounded implicdions

for the socio-economic and edud#nal status of the Community. The Kundu
Committee (2014) suggests that given the expanse and depth of deprivation
among minorities especiay among the Muslims and siz of their
population, there is an urgent need to increase the credit amount and
number of beneficiaries.

Muslim women's restriction to family and community strictures ae
legitimised by several socio-cultural and religious factors, sometimes delaring
womernls movement outside home and meeting with people otheiarhily
members (ghair mehramas unreligious. But the major reason behind their
restricted movement, in views of poor Muslim women is their horrifying
fear of gruesome brutality on Muslim women during communal riots and
pogroms (Sabtar Committeg 2006; Khan, 2007; Nussbaum, 2007). The
increasing ghettoisation (Ghazala, 2018; Hasan & Menon, 2004; Khan, 2007;
Nussbaum, 2007; Robinson, 2007) of poor Muslims mostly due to anti
Muslim campaigns in the brm of communal violence targeting and @ping
Muslim women as weapon; typical example being Muzaffar Nagar Riots
(2013), Gujarat Riots of 2002, Bombay Riots (1992) and Bhagalpur Riots
(1989) leads to the sdwasion of home-based édmale workers, cutting them
off from channels of communication and hindering their ability to organize
into collectives. The senario like this has emerged due to repeated riots and
communal violence in and around various Muslim dominant slums location
resulting in the formation of ghettoised homogeneous neighbourhoods and
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creae the peception of greaer sakty for the comnmunity. This means tha
Muslim women not only have less ofa dhance to \enture out of community
boundaries hut also tha their movements and beha@our are more dosely
policed by their families and their community (Khan, 2007: 1529) In last
7 years, growing incidences ofviolence against Muslims in the orm of mob
lynching and hatred leads to fear in general among Muslims and specifically
among women. Jeffersoris explanation of womens centric pwerty and
marginalization on account of ‘societal processes and dynamics which
channelize women into less paid occupdon’ can dearly be inferred from
these facts in the case of Muslim women where the constraining situation
arises mosy due religious identity.

It is in this context, there is need to understand the gendered power relations
and the dynamics of women empowerment within the framework of political
econony. This need arises due to theatt that womeris ladk of power is not
merely caused ly gender hiearchies alone but also because othe fact that
political arrangement favours elite to bagain in issues of political, social
and economic affairs which reflects as well as frames the balance and
distribution of power and resources in ary given society It is important to
note that however patriarchy and gendered social institution affect women
at large but the degree and intensity of impact varies when women's
experience of patriarchy and disempowerment mediates with issues of
institutions (both official and unofficial), identity and interests. The practice
of discrimination and oppression tales place on account ofage, ethnicity,
disability, sexuality, religion, class or ideolaical preferences etclt is inferred
that when woman's singular identity of patriarchal subodination intersects
with different forms of identities and horimntal inequalities it severely
affects women of marginalised ethnic or eligious goups in haszing the least
power (Crenshay, 1989, 1991;Stewvart, 2002; Shields 2008; Shepherd et al.,
2014; Kabeer 2015). More recentl, attention have been made to angke
how intersectiobetween vertical inequality with the multiple and overlapping
horizontal inequalities of gender caste race, and ethnicity helps to &plain
the pessistence ofpoverty, discrimination, and social eclusion, over lifetimes
and genemtions (Kabeer 2015: 190).

Given the argument, it is observed that there is evident link between
intersecting identities of Muslim women and major considerations for
livelihood (i.e their complex set of deprivation, vulnerability context and
their capabilities, assets and accessibility)This form the basis of reseach

which be understood more comprehensively in the form of given framework:
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It is expected that that the above given frame would be helpful in to
understand Muslim womernis eperience of intersectionality of identities of
gender, class and eligion in order to explore and examine womens cgacity

in making choice to participate in work and the challenges faced. It is
expected that such a framework would help in locating how do Muslim
women opretionalize their agencies in negotiating access to work.

VI. Conclusion

This review gives us an oppdunity to look at the staus of Muslim womeris
workforce participation to reflect upon issues and dynamics of their socio
economic development and empowerment. Analysis of both theoretical
perspective on womens economic empwerment and dda set on Muslim
womern's workforce helped us see andkamine the critical aeas which form
unique set of vulnerability inhibiting Muslim women accessing gainful
employment. It is felt that the popular stereotypical representation of Muslim
women as ‘veiled’ and ‘entrenched by issues of tripal talag and polygamy’
frame a very narrow and incomplete narrative about them and make the
reality opaque The paoer indicates the la& of power and &ility among
Muslim women to have choices and male decisions and especialf the
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inability to have a sy at crucial junctures of one’s life. The compleity is
arguably reflects the elements most frequently associated with the notion of
agengy. From this peispectve, Muslim womeris credive self is not found

to be actualised to the level that could yield a meaningful impact on their
lives Peoples individual assets (sut as land, housing livestok, savings)
and capabilities of all types: human (such as good health and education),
social (sut as social belonginga sense ofidentity, leadeship relations)
and psyhological (self-esteemself-confdence the ability to imagine and
aspire to a better futue), and by peoples collectve assets and gabilities,
sudh as \oice, organization, representdion and identity (Samman & Santos
2009: 3) constitute inevitable areas which seeks attention in case of
comprehending Muslim women's agency and also to ceae a conducve
atmosphere to build sound agency of Muslim women to exert a positive
change in sustained manner

It is, therefore, inferred tha access to wrk and paticipation in workforce
should not merely be taken as the employment perspective or income
perspective rather; it should be seen as a process of empowerment,
emancipation and well being. It is pertinent to note that economic
empowerment of Muslim women should not merely be linked or studied
with a tapered lens of employment - income thinking or poverty line thinking
but it needs to be vieved from the pespectves of capability, equity and
sustainaility. This would pave ways to explore interactive process ofaccess
control, choices freedom and pever in more meaningful manner That is
because investigation and studies on economic empeerment of women,
specifically Muslim women needs to be engendered with the notions of
capability; agency; and accessclaim and control over resources It is also
believed that Muslim women identity of religion is also another vector that
constitutes a unique set of challenges to Muslim women. It is believed that
seeing Muslim women through intersectional lens would precisely unearth
their social position where their womanhood (already a socially dis-
advantaged position) intersect with other social positions (of class and
religion) to multiply the intensity of vulnerability. In this way the
understanding of Vulnerability Context (Chambers, 1995: 189) would be
more accurate and sound. It is very important to locate the unique context
of Muslim womernis vulnerability in terms of access to lielihood to make
the sustaindle livelihood approach more meaningful and efective. 1t is
obsewred tha very fewer studies ae available which have studied Muslim
women as intesectional subject baracterized by intersections ofvulnerability.
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So we find that the dallenges of Muslim womens livelihood needs an
intersectionality perspective as methodological standpoint to better
understand Muslim women's multiple marginalization in the pursuit of
economic freedom and improved well-being. It is strongly felt that using the
proposed framework would help in understanding how do women experience
freedom/unfreedom in life, how do women use their gency in addressing
the challenges which they face in accessing livelihood options and is there
any dynamic interplay among gender, class and eligion with regard to Muslim
womerns livelihood.
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Empowerment of women is essential to achieve improvement in economic
and social status of women in India, particularly poor women. Empowering
women indudes piogress oftheir educaional status, employment opportunity,
decision making paver in the family, health condition and their dility to
fight against various forms of violence in the society

Information and Communications Technology (ICT) helps spead knovledge,
information and skill among the peoplelt connects people though intemet,
telephones and mobile devices. Knowledge and information regarding various
economic activities are disseminated through ICT and this empowers the
poor and illiterate people as well. By creating employment and earning
opportunities, ICT changes the economic stais of women (Philip, 2018).
This modern technology also helps women to upgrade their productive
activities that improves their choice and Socio-economic status. (Suresh,
2011).

According to the United Nations Development Programme (UNDP)Jiving
standard, life expectancy and basic education are the three components of
the Human Development Index (HDI) of any country. ICT may be an
important strategy of development that contributes to the three determining
factors of HDI (Ghosh, 2018). The present study focuses on the impact of
ICT in the process of empowering women in India. The relation between
ICT and the three components of HDI in India has also been examined
here.

Education is the process that improves the economic conditions of women
and helps them to @ercome all forms of disparity, deprivation and
backwardness. Lack of schooling experience of women enhances the socio-
economic inequality in the econorg. ICT may be an impotant medanism

to allow women to acquire various types and levels of education through
distance leaning especial in rural areas In urban areas ICT also favours
women those who spend time looking after home and caring children by
providing an opportunity to access education and earn money (Chen, 2004).
ICT interface has enhanced job opportunity for women with a higher salary
in the labour market (Nikulin, 2016).

Nagamani and Veni (2016) also discuss theote of ICT in the process
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of women empowerment. ICT mainly includes internet and cell phone
and helps yung women in attaining knowledge, skill and socio-
economic security With the help of ICT, women, particularly pregnant
women, can gt medical adice from health workers through SMS In another
study, Arrawatia and Meel (2012) eplore the le of internet, television
and mobile phone in helping women to get proper price for their
handmade products in the regional, national and global markets without
exploitation by middlemen.

In this manner, ICT promotes lving standads and staus of women in
the society and increases economic activities of women. As a consequence
women become economically independent and actively participate in the
development process (Mishra & Kiran, 2012).

2. Theoretical Framework

The HDI has been deelopment, developed by UNDP. Human develop-
ment is the process to enhance the freedom of people to select various
resouices br their wellbeing (UNDP, 1990). Amartya Sers (1993)‘capability
approach’ also focused on the people doices ut people will acieve
wellbeing for themsehes if they propedy use the @ailable or selected
resouices In the same vay, women empaverment is possile if they have
freedom to access basic facilities such as education, employment and long
and healtty life. But it is difficulties for women, particularly rural women
and housavives to access theseatilities smoothly or freely with socio-
economic bariers, poor infrastructure and misplaced congations about their
role. In this regard ICT may play an important role to help women to access
the above mentioned facilities with minimum effort (Manoj, 2014).

It is clear that with the help of ICT women can access the three important
elements of empowerment and function efficiently to achieve wellbeing in
their present and futue life. The present stug concentiates on the impact

of ICT use on these three important determinants — access to basic education,
employment opportunities and long and healtly life. The study then turmns

to examine the relationship between ICT use and HDI in determining women
empowerment.
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Following objectives hae been considexd in the pesent stug.

®* To assess the impact ofCT on the process of women empaverment
in India.

* To explore the linkege between ICT and HDI in India.

3. Methodology and Data

Variable ‘Wage and salaried wrkers, female (per cent offemale emplyment)
(modeled ILO estimaté)’®, ‘Life expectancy at birth, female (years) and
‘Growth rate of Female Enwolment in Seconday Education,”® have been
considered as representing livingtandard, life expectancy and basic education
respectely in the pesent pgzer The time series d& on these thee \ariables
have been a&tracted fom World Bank’s World Development Indicators.
‘Fixed broadband subscriptions (per 100 people)’, ‘Fixed telephone
subscriptions (per 100 people)’, and ‘Mobile cellular subscriptions (per 100
people)’ have been considexd, in the present stug, as epresenting ICT use
by the people The average wvalue of these thee factors has been taén as
ICT Index to examine the impact of ICT, as bllows:

Data from seconday sources hae been takn for the econometric analsis
to establish a significant relationship between use of ICT and determining
factors of women empowerment in India. The causal relationship between
‘ICT Index’ (ICT) and ‘wage and salaried wrkers, female (% of female
employment)’ (EMP) is examined first. Then the relationship between ‘wage
and salaried vorkers, female’ (EMP) and ‘Growth rate of Female Enolment

2 International Labour Organisation, IL OSTAT database

3 Women salaried vorkers associged with “paid employment jobs” and a minimum
salary have been asswd with explicit (written or oral) or implicit employment
contracts independent of the revenue of the unit (Source: World Development
Indicators).

4 Life expectancy at birth of female indicates the number of years a female newborn
child will remain alive if mortality pattern remains unchanged throughout its life
(Source: World Development Indicaors).

5 "Total number of female students erulled at public and private seconday educaion
institutions regardless ofage.” (Source: World Development Indicaors).
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in Seconday Education’ (FER)’; and the link between FER and émales life
expectang/ at birth’, (LEB) have been g&amined. The stud/ covers the

period 1991 to 2019.Data used hae been pesented inTable 1 and Table
2.

Table 1: Three Components of ICT Use in India

Source: *World Bank Report, World Bank Indicators
**A uthor’s calculdion
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Source: World Bank Report, World Bank Indicators

Before analsing the causal elationship, the existence of ‘trend’ in ‘ICT
and ‘EMP’, ‘FER’ and ‘LEB’ series has been tested with the help of moving
average method.If ‘trend’ is found in the seriesthen the‘detrending method’

is used to eliminae the efect of trend from the series To implement the
detrending method br any series the concened series is @gressed on time
and the residual values are taken as the detrended series. Then ADF
(Augmented Dickey Fuller) has been considered to examine the stationary
status of the ‘ICT" and ‘EMP’, ‘FER’ and ‘LEB’ series. The confirmation
decision regarding the stationarity of the abovementioned series has been
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taken on the basis of the statistical significance of ADF value and the
minimum value of AIC (Akaike Information Criterion) and SBC (Schwarz
Information Criterion).

Then ‘ICT" and ‘EMP’, ‘FER’ and ‘LEB’ series hae been estimted for
examining short run interdependence ly using Vector Autoregressie
Model (VAR). The VAR model has also been used toind the optimum
lag length with the help of the following - Likelihood Ratio Test (LR),
Final Prediction Error (EPE), AIC, SC and Hannan-Quinn Information (HQ).
After taking the optimum lag length, Granger Causality Test is done to gt

a proper idea about the above mentioned causal relations. The values of
F-statistic, finally, provide the information about the direction of
causality relations between two variables. EVIEWS-9 has been deployed to
examine the direction of relationships those hae been takn in the present
analysis.

4. Analysis and Findings

The time series of ICT Index (ICT), employment (EMP), secondary
education (FER) and life expectancy (LEB) of female as displayed in
Figure 1 shows an upward trend. The detrending method has been used
by estimating the following regression: regress ‘ICT’ on time (t), regress
‘EMP’ on time (t) and egress’FER’ on time (t), respectvely, where t (time)

is a trend variable taking cronological values 1, 2,...., 26. The present
study considers residuals of the above estimations and denotes ‘dICT’,
‘dEMP’, ‘dFER’ and ‘dLEB’ as detending series of ICT’, ‘EMP, ‘FER’ and
‘LEB’ series respectvely.

Before examining the causal elationship between the concemed variables

it is necessary to check the stationary status of the series. The stationary
status of ‘dICT’, ‘dEMP’, ‘dFER’ and ‘dLEB’ series has been examined
with the help of ADF which has been preceded by estimating the following
equations.

Where u, v, . and y, are the disturbance terms and
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’

and

In Table 3, the ADF test shows tha dICT, dEMP, dLEB and dFER are
stationary series.

Figure 1: Time Series Trends of Slect Variab les
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Notes: The values in the parentheses indicate the respective t-values
*Significant at 1% level
** Significant at 5% level
*** Significant at 10% level

Table 4: Results of Granger Causality Tests

According to the Granger causality test,in Table4, dEMP Granger causes
dICT, if dICT is regressed on dEMP and lgged values of dICT. However,
dICT Granger causes dEMPwhen dEMP regressed on dICT and lgged
dEMP. Thus there is a bidiectional Granger causality betveen dEMP and
dICT, implying use of ICT significantly influences the emplgment
opportunity of female in India and everse is also tue. dICT also influences
the dFER which is suppoted by the result of Granger causality test.Thus,
use of ICT increases the access of basic education of women in India.
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According to the Granger causality test,in Table 4, dEMP Granger causes
dFER, if dFER is regressed on dEMP and Igged values of dFER. However,
dFER Granger causes dEMPThus, there is a bidiectional Granger causality
running from dEMP to dFER. The result shows that dEMP Granger Cause
dFER and rewerse is also tue. It is clear tha salaried women or economicaly
strong women can take their own decisions in case of secondary education,
and & the same time they can encounge the future genemtion to take &
least basic education.

Figure 2: Framework Showing Relationships among Role of ICT, Determining
Factors of Women Empowverment and Components of HDI

SourceAuthor's conceptualisation.

It is obsewed in Table 4 tha dLEB Granger causes dFER Wwen dFER is
regressed on dLEB and laggedd FER. And dFER Granger causes dLEB if
dLEB is regressed on dFER and lgged dLEB. Hence Granger causality
shows a bidirectional relation between dFER and dLEB Hence it may be
held that schooling experience of women or secondary education for women
magnifies the life expectancy of women in India, as education provides the
knowledge and information about healthcae and avareness helps them to
fight various types of diseases.

Figure 2 shows a framework of inter linkage between the impact of ICT
and the three factors that mostly influence the process of women
empowerment. Results of the empirical analysis show that ICT use and the
propertion of salaried women to total female employment or standard of
living of women are interdependent. Thus, there is a possibility ofincrease

of employment opportunity or financial power if women use ICT to upgrade
their skill and eficiency. As women eperience better standal, of living
they can take decisions independently regarding their basic education and
encourage the future generation to access education. Access to education is
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another determining factor of job opportunity and women empowerment.
Educated independent women are able to take decisions about their
healthcare and ICT has been enriting women by creaing knowledge, and
awareness hout various diseasesThus educaion improves the health
condition of women and in tum increases their lé expectang. It is clear
that ICT influences the employment level and financial independence; and
improves the education status and literacy level increases the longevity of
women. All these contribute to womens empaverment. This interdependence
has been shown in Figure 2. But the factors that lead to women empowerment
are the components ofHDI. Hence the study concludes tha ICT
considerably influences the process of women empowerment and through
the improvement of women's socio-economic pwer, ICT enhances the
level of economic development in India.

5. Conclusion

The use of ICT has been considered an important strategy of development
in India, as the modern technology improves the socio-economic conditions
of people particularly women. ICT enhences the knwledge, information

of various aspects and skill of women, which helps them to get a decent
job. As employed women are economicaly strong, they are more cgable

to take various decisions about their lives. Independent women can overcome
all forms of barriers in the way of accessing basic education and inspire the
future generation to enroll in the school for secondary education. Educated
and financially independent women with the help of ICT improve their
health condition which, in turn, enhances their longvity. Thus, ICT enhances
the employment opportunity or standard of living, basic education and
longevity of women; ICT empowers women in India. But these are the
components of the HDI. Hence the present stug condudes tha use of
ICT boosts the development process through the process of empowering
women in India. As ICT has been considered an important determining
factor for women empaverment it may be an efective development stiategy,
particularly for women, in India. It is necessary to improve and upgrade the
availability of ICT in rural and urban aeas;so tha womens access to ICT
and important becomes hegper and easier
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Abstract

The Government of West Ben@l has introduced ‘K anyashree Prkalpa’ to
postpone the marriage of girls till the attainment of age 18 through
encouraging education. The programme aims at delayed marriage for the
adolescent girl as well as development of a strong sense of individualism.
The sense ofindividualism is & the core of modemity. On the contrmary,
traditions put faith on collective. Therefore, our a priori expectation is that
interventions like ‘Kanyashree Prakalpa’ will widen modernity and
accommodae ‘traditions’. To investigate this hypothesis we conducted a
field investigation. Data from the field suggests tha ‘Kanyashree Pakalpa’
doesnot hae ary significant impact on‘modernity’ and ‘traditions’. However,

if we unmask the problem of sample selection, then we find that Kanyashree
girls have demonstated more autonomny or individualism compared to the
control group. But, it does not mean etrea of tradition. Modernity means
not only liberating girls, but also a moden process ofchange tha suits the
contemporary nature of society Educdion of woman is geeted so long it

is not hurting the male authority However, in traditions, there is no sut
significant difference between programme beneficiaries and non-beneficiaries.
Therefore, the intervention ‘K anyashree Pekalpa’ has widened modenity
and accommodated traditions.

Arghya Kusum Mukherjeg Assistant Pofessoy Department of Economics University
of Kalyani, Kalyani, Nadia. Email: arghya97@rediffmail.com
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Introduction

The traditional gender role has deprived women of reaping the full benefits
of economic and social participation. An intervention like access to education
can enhance the bargaining power of women in both within and off the
household. A priori expectation is that increased education will delay marriage
and change fertility preference of women.

To the literature on the deelopment of marriage maiket Bedker (1973),
Keeley (1977) and Oppenheimer (1988) la contributed signifcantly. Bedker

has «plained mariage market in terms of specializdgion of job. Marriage
occurs because the total welfare of the husband and his spouse in married
stae is more than the sum ofthe individual welfare in sinde stae. Beder
assumed that wife is efficient in household chore and husband is efficient
in market related works, i.e., both husband and wié hasze some compaative
advantages. But, gains from specialization decreases as women become
more educated.

Keeley (1977) tried to ind out age & marriage. Age & marriage is detemined

by the age of entry into the marriage market and duration of search for a
suitable partner. Gains and cost of seaching detemine the duration of
seach. In a traditional society where women are not in the labour force the
age of marriage for both men and women is determined by the time when
men's uncetainty in the career pah is resolhed. Brided and Diekmann
(1997) told that education influenced marriage decision through institutional
effect and human capital effect. Institutional observes held that marriage
and schooling are incompatible event. It is very difficult for a school student
to perform the role of an adult; schooling means engagement for a significant
portion of time; and marriage requires financial independence (Thronton,
2001). Human capital effect implies that increased education has some
impact on mariage choice Schooling can enhance consumption asmtion
which might increase the cost othild bearing, and, thus fertility pr eference

If higher education of women implies well paid job for women, education
increases oppdunity cost of rearing dildren. In this baddrop, ‘K anyashree
Prakalpa’ (KP), a conditional cash tansker programme might chedk eaty
marriage of girls. The KP has been designed to dglamarriage, through
increasing sbool enrolment and retention. If a girl is married once then she

is denied to access the benefit of stipend. It is a good signal for parents to
delay the mariage of girls. In development discouse the fertility tr ansition
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in West Bengl is an important aspect. This shheme has been adméd by
international organizations like UNESCO. The Objectve of this sheme
states that: Even if girls do get married soon after they turn 18, it is expected
that their education and enhanced social and emotional development will
give them a better foundation for in their adult lives... as entire generations
of women begin to enter marriages only after attaining some degree of
economic independence the practice of child marriage will be eradicated
(Kanyashree undaed; Chowdhury, 2018).

There is much evidence to suggest that enhanced female education can
increase household rutrition, reduce in erility rate and infant mortality
rate. These benefs might be seen as wmens paticipation as agent of
change by developing their families and communities (Gonnesekere & Silva-
De-Alwis, 2005). However, there is some doubt wether women's educdion
can reproduce the taditional social stiucture.! Using the framework of (2017¥

we have tried to investigate whether KP is being used ¥ participants for
empowerment and or accommodating traditions. The paper has been
organized as follows. Section-1l describes the concepts of tradition and
modernity; Section-lll deals with literature review; Section-IV describes
features of KP; Section-V discusses data, methodology and significance of
the study; and Section-VI presents conclusions.

Section-Il Concepts of Tradition and Moder nity

Lerner (1958) and Eisenstadt (1966) had laid the foundation of
modernisation theory on historical development. This theory addressed two
types of social systemstraditional and modem. ‘Traditions’ are defned as
stagnant, backdated, communal and non-western in nature (Eisenstadt, 1972;
Wolf, 1997). Modernity can be &plained as the notions of‘imperatives of
change and progress” and “universal norms and the promise of a better
life”. Modernization was a term typically akin with the western countries
of West; however, a country of the East can emkace modenity only if it
throws away the traditional cultures This sott of interpretation of modemity
might be impractical and a bit harsh.

On the contrary, Eisenstadt (2000) déred the idea of‘multiple modernities’.
that rejects the notions of the homogenizing and hegemonic model of the

1 Existing gender hierarchies and division of labour within the household.
2 Kohli (2017) has used the &mework of multiple modernity.
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Westen modemity in the non-Westen modemizing societies The Westen
European model of modernity transmitted to non western society through
several channels like trade transker of tednology etc, however, the non-
western society does not embrace all features of European model (Eisenstadt,
2000). Therefore, modemity is not synorymous with westenization, and
European model of modernity is not superior in any sense (Eisenstadt,
2000).

Modern practices are evolved from the existing historical and social context
(Kaviraj, 2000). For example, India had a different colonial experience fom
Latin America and other Asian countries because of different sociocultural
settings and histories (kviraj, 2005). Similarly, social mo/ements mg be
anti-western as well as modern, because they deal with current concerns
(Eisenstadt, 2000). Notion of modemity varies with culture, and in a gven
society it is formed through the interaction between historical experiences
and traditional values of that particular society Given socio-cultual and
historical settings institutions like family, educaion, economic and political
structures are shaped in the process of modernization. It signifies different
expressions of modernities both at the local and national level (Eisenstadt,
2000). We can seemultiple modernities’ in contemporary India which is
markedly different from the western modernity (Kohli, 2017). Gupta (2002)
held that India has still not adieved modennity.

There is a huge variation of modernity within western Europe itself
(Casanwa, 2011; Eisenstadt, 2000; Kaviraj, 2005). Non-westen countries
adopted some features of western modernity within their local context, and
without assuming avay their own traditions (Casanwa, 2011). On the
contrary, Gupta (2000) sugests tha there is a coaistence of patriarchy,
oppression and modenity, and true modemity can be adieved through
adherence to westen modemity. This version of modemity does not accet
the fact that each society experiences and reproduces modernity in a distinct
way and its socio-cultural structures and history cannot be completely eroded
while achieving modemity. Kohli (2017) disagreed with this \ersion of
modemity, and she thought th& Indian modernity is distinctively modem
though traditional cultural values hae profound impact on this modenity.
Modernity in India, therefore, cannot simpy be undestood as countering
patriarchal norms, nor is it simply westen and alien (Chaudhuri, 2012).

Therefore, traditions and modenity are not mutually exclusive concepts;
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rather there exists comple interactions between the tw. Many theorists
like Inglehart and Baker (2000) and DiMaggio (1994) observe that traditional
values might not lose their relevance in spite of economic and political
changes The likelihood of convergence tavards “modern” values is ‘ery
less and traditional values will have a contiruous influence on the cultual
changes caused Y economic derelopment. Oliver and Yanick (2008) hold
that in some studies emphasis is laid even more on the preservation of
strong cultural specifcities, as testifed, for instance by the debate on “the
clash of civilizations” brought about by Huntington (1996).

Section-Ill: Review of Literature

Herz et al. (1991) ind that there exists wide gender gap in adult literacy,
school enrolment and attainment in several parts of south Asia, Africa and
middle east.However, that is more pronounced & the seconday educdion
level than primary education. Economic returns to education might be greater
for women compaed to men in countries haing low income. However,
gender disparity in schooling persists in those countries (Schultz, 1987).
There are ample evidences that if mother is educated, then there will be
lower fertility and increased spending on hildren's health and educton.
Here secondary education of women has greater impact than that of primary
educdion. Herz et al., (1991) and Mannan (1988) ha seen thathe cost
of higher education is high for girls than for boys in many developing
countries.

Actor like cultural practices explains why parents may pay more for clothing
and transpotation for girls than for boys Like inferior goods as income
increases gender disparity decreases (Herz et al.,, 1991; and Schultz, 1987).

Income gowth can reduce gnder disparity signifcantly, but developing

countries require many years to achieve that desired level of growth. In this
context Khandekar et al. (2003) discuss about government intervention for
fast reduction of gender disparity There is nmuch evidence to shev that

governments of developing countries make sincere efforts for the promotion
of the education of girls. Kim et al., (1999) conducted a study about a
female fellowship programme at the primary school level in Pakistan. It
found that the programme had enhanced school enrollment of both girls
and boys. School voucher for girls had increased enrolment of both girls
and boys in Colombia. Chowdhury (2018) conducted a study in four districts
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of rural West Ben@l to see the dectiveness of KP. The stud/ highlights
the fact that rather than promoting higher education of women, the scheme
has ended up entarigd in the mariage econony of rural Bengal. However,
Sen and Dutta (2018) hee shavn that ealy marriage and dop-out both
have dedined after the introduction of KP. This study also inds enhanced
empowerment of adolescent gils. Against this ba&drop, the present stug
has tried to see whether KP has enhanced modernity or reduced traditions
or accommodated both.

Section-IV-Features of Kanyashree Prakalpa
Justification for the Introduction of the Programme

In India, the legal age of marriage for boys and gits is 21 and 18respectvely.
However, child marriage is a wide{ known phenomenon in India induding
West Beng@l. District Level Household Suwey-3 (DLHS-3, 2007-08)
shows that the share of currently married women married below age 18
is 41.3 per cent. In DLHS-4 (2012-13), this figure is 31.6 per cent, however
for rural areas about 35.9 per cent. Girl child marriage is the worst form of
sexual abuse of minor girls. Low educational attainment also correlates
with high rates of child marriage, eally pregnancies and high fertility and
also poor health and nutrition for mothers and their children. Cleland and
Van Ginneken (1989) and Hobcaft (1993) used a meta-angis of available
global data to find that education is important for maternal and child survival
independent of other socioeconomic makers, although the pahways are
not always clear or consistent between different countries.

Less education and earning capability reduce the bargaining power of worried
girls within and outside the household. Early married girls are also susceptible
to trafficking. In West Beng@l, districts having higher incidence of child
marriage have witnessed higher incidence dfafficking. There is a poportional
relationship between child marriage and school dropout (Sen and Dutta,
2018). The National Family Health Survey (NFHS) report —III (2005-06)
shows that 85 per cent girls of the age group of 10 years go to school,
whereas mere 33 per cent girls of the age group 15-17 years turn out at
sdhool in West Bengl. High enrolment of girls in primary educdion might

be due to free elementary education initiative by the government of India.
However, seconday educdion is not free of cost. Parents hare to do a cost
benefit analysis for sending girl children to school. There is an interplay of
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several forces for exclusion of girls from education. One major way of
exclusion is putting restriction on the movement of girls in the public
sphee. Often a gil is harassed to and mm sdool and in the dass oom.

Traditionally, a woman in Bengal derives her staus from her family; her role
includes maintaining her family as a social institution and as an economic
entity. The gil’s reputation remains & stake due to unwanted &tention and
perceived risk in the pullic arena. Therefore, marriage is seen as a saf
avenue against seual attention and unsanctioned seual activity. In the
rural society of West Bengl it is admitted tha the main goal of a gid’s life

is a good mariage. The role of educaion is limited as the fcilitator of
marriage. Investment in daughtess educdion is seen an inestment in mariage
capital, not in daughters human caital (Arends andAmin, 2004).

The high cost ofschooling inhibits the poor from educaion in West Bengl.
Expense is often cited as the prime reason that prevents children from
attending school. The cost includes not only the cost of tuition, stationery
and books hut also the oppotunity cost of lost income The financial and
non-financial costs of schooling often are perceived to outweigh the benefits.
Therefore, there should be a tw pronged atack on the eaty marriage of
girl children. One policy should be to male girls’ educdion less cosy, and
another to change existing social norms of early marriage of girl children.

Design of the Scheme

The Kanyashree Prakalpa scheme has been designed on two principles:
(a) keeping girls at school and (b) remaining unmarried till they attain of 18
years of age. This is a conditional saéty net piogramme A girl child will
receive some financial benefits if she fulfils the above mentioned conditions.
These inancial beneits have two components: (a) an anmal grant of Rs
750 for the girl students of age group 13 to 18; and (b) one-time grant of
Rs. 25,000 after the attainment of 18 years age provided that the girl
remains unmarried and engaged in some academic activities.

The sthieme is not unversal in naure. Girls from the economicaly wealker
section ae more suscetible to child marriage. Therefore gids from the
households haing annual income Rs 1,20,000 or less & eligibe for under
the sthheme This income criterion is not gplicable to gifls with special
needs or ophans Girls with special needsbut in a dass belav class VIII,

can also gply for the anrual scolarship.
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The scheme comprises cash transfer as well as complementary measures to
augment self-confidence of adolescent girls. These measures include creating
‘Kanyashree Club’ and make adolescent gis avare regarding health and
nutrition; evils of early marriage and gender discrimination in all spheres of
life. Kanyashree gits are imparted vocational training, life-skill and matial
arts. Nadia and Bankum districts have initiated employment and
entrepreneurship oriented training for Kanyashree beneficiaries. In some
districts, out of school adolescent gils were integrated with ‘Sabla’ for
enrolment in formal or informal schools; and these beneficiaries later were
linked with the KP. District administrations have devised some social
communication methods using folklore and local festivals to engage
communities in discourse on ¢ild marriage and womernis empaverment.
The scheme has been depicted in such a way that being a Kanyashree girl
fetches social pestige. They are pat of a bigger social mavement. Kanyashree
girls are joining Kanyashree dub, peer goup; wearing Kanyashree embalmed
bangle as a mark of honour; being felicitated by state in several occasions.
Kanyashree girls can talk stridently about their desires of continuing study
or postponement of marriage. They can alone decide \mat to do with Rs.
25000, the one-time grant girls receive after the completion of 18 years.
They can spend that money for finishing their higher education, starting a
small business or something elsdt does not mdter as to where gils are
spending their mong. The shieme has widened the set afoods and sevices

for the girls from where they can choose according to their will. This
programme has inculcated a sense of individualism among Kanyashree girls
(Annual Report of Kanyashre 2015).

Section-V-Reseach Objectives Methodology and Significance
Research Objectives

The ideology of promoting female education on traditional ground assumed
that female education can reduce all forms of discrimination against women.
There are ample evidences that female education can enhance household
nutrition; reduce fertility rate and infant mortality rate; and improve health
and education of children. These benefits are viewed to be effective for
participation as agents of change by developing their families and
communities (Gonneselere and Siha-De-Alwis, 2005; Kohli, 2017).However
Kohli (2017) is sceptical about this approach, and her opinion is that in this
approach education will reproduce traditional social structures. The KP has
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been introduced to enhance education of women. In this context we are
interested to irvestigate whether this pogramme is being useddr enhancing
modernity and or for accommodating traditions.

Methodology

Profile of the sample:Census 201depicts a dismal picture of child marriage
in West Bengl: 7.8 per cent émales inWest Bengl are maried befbre the
attainment of age 18, whereas this figure is 3.7 per cent for All India
average. We have chosen Murshidabad district as it is one ofthe most
badkward districts in West Ben@l in terms of district Level Human
Development Scoe. Mur shidabad District has 26 bocks of which Bharatpur
has been hosen andomly. This block has 9 higher secondar schools and
one sdool has been bhosen fom them. We oot the entire list of students
who got the beneits of K, and K, during 2013-18.We found 53 beneitiaries
who got the beneits of KP, married and living within 2 km radius of the
school. Control group comprises 60 wmen has/ing same socio-economic
back ground but attend the age of 18 before 2013. All units of the sample
are from rural areas The sample is non&andom in naure.

Table 1. Respondents Receiving Annual Scholarship and One-time Grant.

Among 53 beneiciaries only 9 got beneft of K, in 2013-14.In 2013-14,
the school was not able to submit application for annual scholarship of all
eligible beneficiaries. All 53 beneficiaries got the benefits of Kn 2014-15.

In 2015-16, 15 of them got K and the remaining 38 beneficiaries got K
Among these 15 beneficiaries 4 were about to complete their college
education. In 2016-17, 28 out of 38 beneficiaries got,kand the remaining
10 got K,. Among these 28 benétiaries 9 @t admitted in college. In 2017-
18, the remaining 10 beneficiaries got K Among these 10 beneficiaries 5
took admission at colleges.

Measuring Traditions

We have taken two aspectsTraditional Family Custom’ and ‘Mor al rule in
Private Life’ for measuring the impact ofthe intervention KP.
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1. Traditional family customs:The idea of attachment to traditional family
values is in conformity with the idea that one must respect what comes
from the past. In the traditional family, there is hiemrchy in the
relationship: younger should respect the elder; role of male and female
are dearly eamarked. Females ae entusted to domestic hore whereas
males ae responsilte for eaming money. As domestic works is perbrmed
by mother, wife or daughter is unpaid in nture, therefore more emphasis
is put on eaning money, which is predominantly done by male membes
of the household. It is also assumed that culture of the family is
transmitted acoss @nemtions through male dild. Therefore, there exists
a strong preference for male child.

Though in our country women have right to equal shag of paternal property,
there is a strong preference within the household for greater share of ancestral
property in favour of the male tild. In south Asia, predominantly, elders

of the family decide dout the bride and bridgroom in the mariage. In
traditional family men are adjudged as superior to women. In the marriage
market it is preferred that bridegroom will earn more and be more educated
compared to the bride Marriage as an institution has been tested sincges

In a traditional family people hae deg faith in marriage as a pious institution.

We collected espondents’views on the bllowing aspects:

(a) whether gil’s opinion should gt utmost importance br selecting a lie
partner; (b) whether husband should be more educated compared to the
wife; (c) whether husband should earn more compared to wife; (d) whether
there should be specification of work for husband and wife; (e) whether
there is a preference for male children; and (f) whether it is justified that
both son and daughter hae equal right in paernal property? For ead positive
answer respondent @ts 1 scoe. Therefore, score would vary from 0 to 6.

2. Moral rules in private life: One can view moral rules in private life
from the pespective of Weber’s ‘traditional’ behaviour. ‘Mor al rules’
can be clubbed in the framework of “tradition” because moral rules
governing daily life should be obeyed today the way they were once
obeyed. It strongly opposes the idea that there is no universal set of
moral principles Therefore, individual specifc choice of moral rule is
completely rejected hee. Legitimacy does not d@end on its content,
rather it depends on permanent nature (Galand and Lamel, 2008).
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In this context respondents are asked: whether they think (a) adultery is
justified; (b) divorce is justified; (c) homosexuality is justified; (d) abortion
is justified; and (e) suicide is justied. For eah negative ansver the
respondent g@ts 1 scoe. The scoe varies fom 0 to 5.

Measuring Modernity

Modernity exists at the diametrically opposite direction of traditions. It
certainly refers to the dimensions of individualism. The concept of
“‘autonomy of the individual” negates the notion of “submission to
institutions, ideas and principles” that is the basis oftraditional behavior.

On the contrary, ‘individualism’ puts individual human being & the
centerstage of society mather than of the community, tribe, group or naion.
When we tried to measure the “autonomy of the individual” we did not
make any distinction between actual participation in decision-making and a
sense ofparticipation in the decision-making We have collected inbrmation

on: (a) decision
taken on small purchases (b) decision taken on large purchases like land,
live stok, land, etc, (c) decision talen on dildrens health and educton;

(d) decision talen on ones own self, like access to healthcar fertility
decision etc., (e) ability to stay with parents and siblings; (f) ability to go
to nearby
market, movie, bank, government offices etc, alone; and (g) can she spend
her money according to own will. For variables (a) to (d) if decision is talken
alone or jointly the respondent gets score 1, otherwise her score is 0.
Therefore, maximum score for a respondent is 7 and the minimm is O.

Measuring Impact

Empirics of this paper are based on primary data. Data collected from
January to March, 2018 in Murshidabad district of West Bengl. The sample
comprises‘treament’ group and ‘control’ group. Recipients of the beneits
of KP are considered as treatment group with all other being the control.
Impact analysis based on experimental data suffers from the problem of
‘selection bias’. Members of the treatment group might differ from the
control group in terms of the distribution of obsewable covariates To
minimize this difference we took those members as control who completed
seconday sdooling before KP had been intoduced. Therefore, they had
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the eligibility to get the benets of the programme but did not get the
benefts as the pogram was introduced lger. As we collected d&a using
‘snowball’ sampling tednique, it might suffer from the problem of selection
biases We hare used He&man's “Treament Effect Model”. The Model
comprises two equations: (a) outcome equation and (b) participation equation.
Both these equtdons are estimded simultaneously. In the present contet
dependent variable in the ‘outcome’ equation is score on two indices of
‘traditions’; and score on one index on ‘modernity’. In outcome equation
one of the explanatory variables is a binary variable which takes value 1 for
the treament households and O otherwiseThe dependent \ariables in
participation equation and treatment variable in the ‘outcome’ equation are
same This is a binay variable. Therefore, Heckman's Treament Effect
model deals with endgenous cwariate.

To explain the application of Heckman's Treament Effect Analysis we
start by identifying the outcome \ariable. Here, we hase three outcome
variables: (a) the modernity index, (b) index for traditional family customs
and (c) index of moral rules in private life. All these variables ae continuous
in nature.

We have eight obsevable covariates One covariate is dichotomous and the
remaining covariates ae continuous \ariables In what follows, we present
a detailed description of covariates.

1. Age of the respondent: Age of the individual member of treatment
and control group. Age is measued in number of years. It is a
continuous \ariable.

2. Level of education of the respondent: Education of the respondent of
treatment and contol group. It is a continuous \ariable.

3. Caste of the respondent: Caste of the individual member of treatment
and control group (dummy variable, 1= higher caste 0= lower caste)

4. Ownership of land: Ownership of cultivable land of the respondent
household. This is a contiruous \ariable. It is measued in ‘Katha®.

5. Age of the household head (continuous variable),

6. Education of the household head (continuous variable)

8 1 katha = 4 decimal
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7. Education of the mother of the respondent (continuous variable)

8. Number of family members: Number of family-members of individual
woman (continuous variable),

In addition, there is another covariate to identify the treatment effect. This
is a binaly variable. It takes walue 1 for programme beneiciary and 0
otherwise

Table 2 Descriptive Staistics of Explanatory Variable across ‘Treament’ and
‘Control’ Groups.

Notes: 1 Difference of mean between treatment and control group is statistically
significant for age of the respondent, land, age of HH, and insignificant for
level of educaion of the respondent,educaion of HH, mother’s educaion
and no. of family members.

2. Dif ference br sample poportion is stdistically significant for Caste

From Table 2 of the 8 stud/ variables 4 shoved stdistically significant
differences betwen treated cases and non #@ated cases There-fore,
assignment oftreament is not independent of the afiliation to caste land
or age of the household headWithout controlling for these selection biases
the estimdes of differences on ind& of modemity, index of traditional
family customs and index of moral rules in private life would clearly be
biased.

Table 3 shavs the estimaed differences in outcome ariables between goups
before and after adjustment for sample selection.
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Table 3 shavs the estimaed difference in the scoe for modemity and
traditions between treated and control groups before and after adjustment
of sample selection.Taking the scoe of ‘index of modemity’, ‘index of
traditional family customs’ and ‘index of moral rule in private life’, mean
score for the treated are 4.52,2.97 and 4.37,respectvely. These scoes br
control groups ae 4.63, 3.44 and 4.07,respectvely. The unadjusted mean
difference between treated and control groups for these three indices are -
A1, -.47 and .3, respectvely. Using an OLS regression we have tried to
adjust the impact of covariates In the OLS regression we hae used those
covariates which are used as covariates in the outcome equation of ‘treatment
effect with endagenous cwariate’. Compared to unadjusted mean dference
there is a sizeable increase in the regression adjusted mean difference for the
‘index of modernity’, and major decrease in the value of ‘index of moral
rule in private life’. However, both these diferences ae not stdistically
significant. So far we can conclude that being beneficiaries of KP has
insignificant impact on modernity or traditions.

The treatment effect model with endogenous covariate control heterogeneity
between treatment and control group by taking into consideration covariates
affecting selection bias. Adjusted mean difference controlling sample
selection is 2.8 for ‘index of modernity’. It implies that KP beneficiaries
have 2.8 moe scoe compaed to non beneftiaries and tha difference is
statistically significant (p<.001). Compared to regression anaysis difference

of score is higher between treated and control in treatment effect model.
However, that difference is not stéstically significant. The anaysis sugests
that significant impact on KP on modernity may be wearing a veil in simple
mean differences and even in the regression adjustments.
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Participation in KP has delayed the aye of marriage for the adolescent gis,

but respondents hee expressed their deg faith in marriage as an institution.
Beauty is an impotant attribute for the prospectve bride but there is an
increasing demand for educated bride as well. KP enables women to fulfil
social and material desires and build self-reliance; but unable to change the
patriarchal ideology. These tianges mean th&a Kanyashree gits have a range

of choices which were earlier denied to the girls from the same socio-
economic strata.

Kanyashree gils have demonstated more autonony or individualism
compared to those fom the contmol group. ‘From small purchase’to ‘number

of births’, decision making agency of the Kanyashree girls has increased
significantly within the household compaed to the contol group. But it
does not mean retreat of tradition. Modernity means not only liberating
girls, but also a moden process of change tha suits the contempoary
nature of society Educaion of a woman is geeted so long it is not huing
the male authority

The modernity that India experienced is a colonially mediated modernity
which led to a set of paradoxical responses. Educated women will play their
traditional familial role better compared to the uneducated women. Education
will help Indian women to garner traditional qualities of domestic skills and
modern virtues of socialisation and employment opportunities. Modern
abilities should be in conformity with the dominant patriarchal ideology
that marriage is quite crucial for a woman even more than education.

V. Conclusions

Huntington (1971) rightly said that traditions and modernity are not in
diametrically opposite positions. Modern society also comprises the element
of traditions. In some cases tdtudes and behaiour pattern peacefuly stay
together, and in some cases thyeblend to form singe entity. KP has increased
female educdion, delayed mamriage, and has inculcdaed a sense of
individualism for Kanyashree girls. After controlling both observed and
unobsewred hetepgeneities we can see theK anyashree gits are moe modemn
compared to non-programme participants. But this modernity is in agreement
with dominant patriarchal ideology. Kanyashre gits with more autonony
will perform traditional familial roles better compagd to the contol group.
Therefore, KP has widened modenity and accommodded tradition. There

is no trade off between traditions and modernity in colonially mediated
Indian society This paper sufers from the usual erors of sampling It
could be a better work if more dimensions of modernity and traditions
were added.
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Financial inclusion aims at providing well-functioning financial system in
an equitable and transparent manner at a reasonable cost to all the sections
of society In India, there ar wide disparities in access tdrfancial sewvices
among different sggments of the society The study is an dtempt to find
out the status of financial inclusion in the states of Uttar Pradesh (UP)
and Uttarakhand. Apart from discussing the concept of financial inclusion
the study analyzes the degree of relationship between socio-economic
development indicators and financial inclusion in the two states. The study
reveals huge disparity amongst the districts of Uttar Pradesh, where almost
60 districts were caegorized belav average as per the ihancial inclusion
index. However, in case of Uttarakhand, all the districts were caegorized
under ‘high’ and ‘above aerage’ groups The stud/ unveils tha literacy
rate and urbanization are significant factors whereas population tends to be
an insignificant factor in detemining the level of financial inclusion. Finally,
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compared to Uttar Pradesh.
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1. Introduction

A vast majority of population in India resides in rural areas and still
remains outside the ambit ofbasic fnancial sewices Various eforts have
been made by the government and the Reserve Bank of India (RBI) to
provide financial services to the rural population. Despite and commendable
progress thee is a long vay to go as banks hee not been ale to include
the underprivileged section of society into the field of basic banking
services.

The contribution of financial development in the economic development of
an econony has been estaished by many empirical studies asdr example,
Levine & Zervos (1993); and Galor & Zeira (1993). Development of the
financial sector may accelerate economic growth by reducing poverty and
income inequality In an underdeveloped fnancial econony, availability

of funds from formal sources is limited while costs of informal sources
of funds are high; this results in £wer economic actvities. Therefore,
improvement in the provision of affordable financial services can accelerate
growth, reduce income inequality and pweerty. The idea of access to
institutional finance to the excluded people and banking to all got boost
when the concept of financial inclusion was introduced in 2005 by the RBI
in its annual policy statement.

Rangarajan (2013) defined financial inclusion as the process of ensuring
access to ihancial sewices timely and adequae credit where needed B
vulnerable groups such as weaker sections and lower-income group at an
affordable cost. These include other pecuniary services such as pension,
insurance and equity products. Sarma (2008) defines financial inclusion as
a process tha ensures the ease ofaccess availability and usage of the
formal financial system or all members of an econony. This deinition
highlights several dimensions of financial inclusion, namely accessibility
availability and usability of the financial system. Financial inclusion has
become one of the most critical aspects in the context of inclusive growth
and development Goldsmith (1969). Thus, financial inclusion is important
from both the economic as well as social perspectives.

India’s position with respect to ihancial inclusion is not just poor lut in
view of the fact that the nation has nationalized commercial banks around
50 years ago to extend financial sewices to all the peoplethe position is
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still not satisfactory. Despite apid overall development in the last 20 gars
the financial sector still has not been able to bring a vast segment of society
into the ambit of basic financial services. Due to low financial inclusion,
exduded people ofthe society lose oppdunities of growth and save a pat

of their eamings for unforeseen situdons and also to borow. The broad
motive behind financial inclusion is to meet the needs of the poor through
formal financial institutions and corvert the moneylender-dependent tural
econony into formal banking goups stop the daining of resources fom
poor, encourage stong saing culture which will further boost investments
and eliminate high cost inteest egime.

The first ever index of financial inclusion (IFI) at the International level was
prepared to find the extent of banking access in 100 countries in which
India secured 50th position (Sama, 2008). Low level of literacy, lack of
awareness and high incidence ofpoverty are the major obstates in the way

of financial inclusion. Another major problem related to financial inclusion
in India is inter-district and inter-state disparity in the development of the
financial sector It would be useful to undestand the a&tent to which inter-
state and inter-district disparity exists in the India and at the same time
identify factors tha have contributed to the diferences to pepetuae. The
present research aims at studying the disparity in financial inclusion at the
district level in Uttar Pradesh and Uttarakhand and identifies the degree of
relationship between financial inclusion and other social development
variables.

The rest of the paper is organized as follows. Section 2 provides a review
of theoretical and empirical liteature and Reseach Gap. Section 3 gives
information on financial inclusion in Uttarakhand and Uttar Pradesh. Section

4 describes the dimensions of financial inclusion and research methodology
for data analsis Empirical analysis is done in Section 5Finally, Section 6
presents the concluding remarks.

2. Literature Review

Chhabra (2015) attempts to assess the relation between development and
financial inclusion with the help of IFI and Human Development Index
(HDI) and other social development variables at state level in India, and
finds that HDI has significant impact on financial inclusion. Suggestions
given by the researcher include measures to improve the institutional credit
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A region wise comparison of IFI by Nautiyal & Ismail (2018) examines the

relationship between financial development and economic growth in 13
states using per capita income (PCI). The study used Dumitrescu & Hurlin
(2012) Granger non-causality test to identify the causality between IFI and
PCI. The study concludes that the widest regional disparity is visible in all
the parameters of financial inclusion with the Southern region being far
ahead of other regions. It observes that trickling down of economic growth
depends on demand dctors more than suppy variable.

A study in Hooghly district of West Bengl found that the extent of financial
exclusion was very high among less acted SC; ST households and marginal
workers Majumdar & Gupta (2013). Ananth et al. (2013) studied the
institutional challenges of financial inclusion in Andhra Pradesh, as formal
financial institutions are unable to meet the specific needs of poor people
enabling informal sewice providers to fill the gap. They held that expanding
financial inclusion requires initiatives beyond opening bank accounts and
banks should come with poducts which are customer friendy. The primary
survey revealed that the formal banking sector lacked of knowledge on the
needs of rural masses but in a large number of districts the formal sector
had displaced inbrmal sector plyers with the help of technology. They
concluded that public sector banks should expand inclusion efforts as private
banks emphasized more on profit maximization.

A study conducted in Gubbi district of Karnataka finds that large and
medium farmers prefer banks over Self Help Groups (SHGs) whereas
marginal and small &rmers prefer SHGs; however, within inf ormal sources
the shae of moneylenders is the highest (Singh & Naik2017). To examine
the ease with vhich respondents can il banking sewices and the stug
obsewres thd a large proportion of farmers has to &ail transpott sewices to

go to bank kut MFIs, SHGs and moneylenders conduct lusiness within
short distances. Suggestions given by farmers include bank officials should
be customer friend), norms should be simple et¢ Jamal & Alam (2017)
observed that economic performance of Uttar Pradesh has been slow as
compared to other states of the country due to financial exclusion. They
institutions including microfinance institutions self help goups non-banking
financial companies non-governmental organisaions etc, should expand
their business to reach the excluded segment of the population.
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In order to analyze financial inclusion in the slums of Mumbai Bhatia &
Chatterjee (2010) 6éund that only one-third of the respondents had bank
accounts. The study also reveals that mobile penetration is higher than the
banking penetration. It found that almost 96 per cent of respondents had
valid identity proof which cancels out the identity barrier of financial
inclusion.

Mohanty (2012) discussed the economic and financial development of
Uttarakhand. Although banking penetation and average populdaion per
bank branch was bund favorable the credit-deposit ratio was lover than the
all-India average and the atio of bank credit to gross stée domestic poduct
was also lev in the stae indicating the need or credit expansion. Further,
the considerable disparity across the districts of Uttarakhand called for an
expansion of financial sewices in the hily areas of the stae.

Beck et al. (2007) discusses different views of authors about in a study on
the impact of financial development on income growth and redistribution
of income to the weaker section of the society Beck et al. (2007) used a
dynamic panel estimator model and found that financial development is
related to faster poverty alleviation.

To the best ofour knowledge and liteture reviewed no empirical stug of
financial inclusion has been done at district level, particularly in the states
of Uttarakhand and Uttar Pradesh. In this backdrop the present analysis has
made an attempt to analyze and compare the status of financial inclusion
in both the states.

3. Financial Inclusion in Uttarakhand and Uttar Pradesh

Uttarakhand state was formed on November 2000 when it was carved out
of the Himalayan districts of Uttar Pradesh in view of long-pending demand
of the local people Twenty years since its érmation Uttarakhand has been
doing fairly well on all the social and economic indicators of development
as compared to Uttar Pradesh. The HDI of Uttarakhand was 0.677 in 2017
whereas br Uttar Pradesh it was 0.583.Besides this the literacy rate of
79.63 per cent and sex ratio of 963 of Uttarkhand also indicate better
development in the state as compared to Uttar Pradesh with literacy rate
and s« ratio of 67.68 per cent and 912respectvely, as per theCensus of
India 2011.
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To compare the fnancial inclusion of different districts of Uttar Pradesh
and Uttarakhand it is worthwhile to see IFI calculated by Credit Rating
Information Services of India Limited (CRISIL) taking all three dimensions
of financial inclusion namel, branch penetiation, credit penetation and
deposit penetration. Using data for 71 districts of Uttar Pradesh and 13
districts of Uttarakhand on all three dimensions for the year 2011 districts
were caegorized as high if (IFI >55), above average if (IFl is in between
40.1-55); below average if (IFI is in between 25-40) and lw if (IFI<25) by
CRISIL. Table 1 shavs the cdegorization of the districts of Uttar Pradesh
on the basis oftheir financial scoe. It is found that only two districts belong
to the high financial inclusion category and majority of the districts belongs
to the caegory of low and belov average financial inclusion indicating low
financial development and low outreach of banking in Uttar Pradesh. In
Table 2 districts of Uttarakhand ale distributed on the basis ottheir financial
score where 3 districts belong to the category of high financial inclusion and
rest were placed in the dove average caegory showing increasing fnancial
development in the stée.

Table 1:Distribution of Uttar Pradesh Districts on the Basis of Financial
Inclusion Score

Source: CRISIL Inclusix Report 2013

141



I N autiyal & Ismail

Source: CRISIL Inclusix Report 2013
4. Dimensions of Financial Inclusion and Research Methodology

Problems of income inequality debt trap and poverty can be ta&led
by inclusive gowth. To accomplish this the concedt of financial inclusion

is promoted by the government and various policy makers. As already
defined, financial inclusion refers to providing basic banking services to the
financially excluded people World over and in India constant eforts have
been made to achieve 100 per cent financial inclusion. CRISIL, in 2009,
in its report has stated that there are 120 million (12 crores) financially
exduded households in India. Further, the Rangarajan Committee (2009)
referming to NSSO data observed that 51.4 per cent farmer household in
the country did not have access to adit either from formal or informal
sources. There also exists huge disparity across the states in India where
developed states are more financially included in comparison to less
developed staes Thus, apart from the fact tha exclusion is large in genenl,

it also varies widely across regions which clearly portrays that poorer the
group, greder is the eclusion.

On June 2013, CRISIL launched an index to measure the status of financial
inclusion in India. The CRISIL Inclusix is an analytical tool that comprehen-
sively measues fnancial inclusion based on dur parameteis namey, branch
penetration, credit penetration, deposit penetration andinsurance penetration
and weighs these parameters against the ideal level set for each of these
parametes. The CRISIL Inclusix gives stae, districts and egion wise daa
related to financial inclusion which further helps in tracking the progress
made with respect to financial inclusion. It is measured on a scale of 0-100,
where 0 is the mininum score and 100 is the maximam score adievable.

In this report IFI score or CRISIL Inclusix Score for India in 2011 was 40.1

. Uttar Pradesh had a score of 29.6 (2009), 31.5 (2010) and 33.5 (2011)
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showing below average perbrmance of the stde whereas br Uttarakhand

the score was 45.6 (2009), 48.5 (2010) and 50.5 (2011) categorizing the
state above average. It is worth noting that most of the districts of Uttar
Pradesh €ll in the belav average caegory and in Uttarakhand all the districts

fell under high or &ove aerage caegory.

Table 3: Dimensions and Parameters to Measure Financial Inclusion

Source: CRISIL Inclusix Report 2013

The latest report of CRISIL for the year 2016 revealed the All-India IFI
score of 58; this suggests the financial growth of the nation. The score of
Uttar Pradesh has also increased to 44.1 in 2016 from 33.5 in 2011 bringing
the stde into belov average caegory whereas br Uttarakhand the IFI
score for the year 2016 had increased to 69 from 50.5 in 2011 showing
commendable progress made by the state with high financial inclusion.
In 2016 CRISIL modified the scores of the categories of financial inclusion
as follows:

IFI>65 (High)

IFI between 50.1-65 (Abwe average)
IFI between 35-50 (Beler average);
IFI<35 (Low).
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Table 4 shavs the walue of various pamlameters of financial inclusion for
Uttar Pradesh and Uttaakhand for the year 2011.As noted &ove, CRISIL
Inclusix measures financial inclusion based on three parameters branch
penetration, credit penetration and deposit penetration. Insurance penetra-
tion was further added from 2016 because it is believed that extending
insurance and social security services to the financially excluded would help
widen the financial inclusion goal. As Table 4 shavs Uttarakhand leads in
all the parmmeters of financial inclusion except credit-deposit ratio. The
credit-deposit ratio of Uttar Pradesh (44) is higher than the that of
Uttarakhand (35.4).

Table 4: Values of the Parameters of Financial Inclusion in Uttar Pr adesh and
Uttarakhand

Source: Authors’ calculaion of data accessed &ém www.indiastats.com

There is no uniersally accepted measue of financial inclusion. However,
many reseachers ha/e used mawy indicators to measue various dimensions
of financial inclusion such as number of bank accounts per population,
number of deposit accounts per populaon, credit-deposit ratio, number of
bank branches per population, number of credit accounts per population,
etc. However, eat parameter povides biased inbrmation about the indusion.
Thus, using one singge indicator leads to misleading esults of financial
inclusion.

Reseachers and polioy makers have developed \arious methods 6r
measuring financial inclusion. The method which incorporates several
dimensions of financial inclusion in one single number was first developed
by Sarma (2008) with some modifications in the approach used by UNDP
for computation of HDI, Gender Development Index (GDI) etc. Sama’s

144



Orissa Economic Jour i

index was further used by CRISIL and many researchers to measure state-
wise region-wise and district-wise ihancial inclusion in India.

As noted aove, IFI calculated by CRISIL is a composite inde that measues
financial inclusion as an @gregae of 3 dimensions (BPCP and DP). Every
dimension is normalized first by using min-max method of normalization.
The normalization is done in order to make the value fall between 0 and 1.
This normalization is further done by applying the following formula:

D= A-m /M -m (0<D,;<1)
Ai = Actual or real value of dimension i
m. = minimum or lowest value of dimension i

M, = maximum or highest value of dimension i
Greaer the \alue of D, greaer will be the stdae’s ahievement in dimension
i. Now, the IFI of the i"stae or the " district is measued by using the
following formula:

IFl =1 -Qi1- BPf + (1 — CP} + (1 — DP)
o]
(0<IFI<1),

Greater the value of IFI, higher will be the achievement of financial inclusion
in that state or district.

The present study is based on secondary data, Which is analyzed using
descriptive statistics and multiple regression models. The secondary
information for the research is collected from the following sources: Reserve
Bank of India (official website), CRISIL Inclusix Reporfsom 2011 to 2016,
District Census Handboodds Uttar Pradesh and Uttarakhand for 2011,
indiastats, Census ofndia and various reseach papers and joumals

As our data series consists of 84 observations for a single time period,
cross-sectional approach is expected to deal better with the analysis. In the
cross-sectional framework, the relation between IFl score and other social

and development indicaors sud as literacy rate, urbanizaion, and populéion

are analyzed using multiple regression model. The same has been used by
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Chhabra (2015) and Ananth and Oncu (2013) in their research; our study
follows the regression used by these researchers. The multiple regression
equation explains the relation between more than two variables and is used
to predict the dependent \ariable. The multiple regression model used in
this study examines the impact of social development variables on financial
inclusion. In this model, IFI is taken as d@endent \ariable and literacy rate,
population and urbanization as independent variables and as a proxy of
social and economic development.

LOG (IFI) = 4+4D+ & LOG(LR) + &4LOG(UR) + &LOG(POP+ §

Where fori =1, 2, ..... , Nand & is disturbance term

a is constant

D, is the Dummy variable

IFI is Index of Financial Inclusion, which is the dependent variable
LR is Literacy rate

UR is Urbanization

POP is Population

In the above regression equation, IFI is the dependent variable whereas LR,
UR, POP ar independent \ariables & is the inteccept which is the bentimark
category 0, representing districts of Uttarakhand and,Ds 1 representing
districts of Uttar Pradesh anda,, &, a, are parameters to be estimated from
the secondary data andiis the disturbance term following classical OLS
assumptions of mean 0 and variance constant. According to the literature
reviewed, the independent variables literacy rate and urbanization in the
above model ae expected to hae a signifcant and positve impact on
financial inclusion whereas br population, it is expected to hae a neative
influence on fnancial inclusion scoe.

On the basis ofthe regression anafsis the following set of hypotheses has
been tested:

1. H,: There is no significant difference in the level of financial inclusion
between Uttar Pradesh and Uttarakhand.

H,: There is a significant difference in the level of financial inclusion
between Uttar Pradesh and Uttarakhand.
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2. H,: There is no significant relationship between financial inclusion
(IFl) and independent \ariables namely literacy rate, urbanization and
population.

H,: There is a significant relationship between financial inclusion (IFI)
and independent \ariables namely literacy rate, urbanization and
population.

5.  Empirical Analysis

The descriptve stdistics for all four variables hare been calculeed and
presented inTable 5. The number of obsewations in the table represents
the number of districts in Uttarakhand and Uttar Pradesh. The mean value
of IFI of the districts of Uttarakhand is 49.14 with maximum value of
64.30 and minimum value of 41.50. In case of Uttar Pradesh districts the
mean value of IFIl is 33.52 with maximum value of 62.40 and minimum
value of 22.40 which shows that the level of financial inclusion is more in
the state of Uttarakhand as compared to that in the state of Uttar Pradesh.
The standard deviation of IFI in the districts of Uttarakhand is 7 while in
Uttar Pradesh districts it is 7.72. This indicates that the level of inequalities
among districts in case of financial inclusion is more in Uttar Pradesh as
compared to that in Uttarakhand.

Further, the mean \alue of literacy rate of the districts of Uttarakhand is
79.11 with maximum value of 84.25 and minimum value of 73.10 while
in case of Uttar Pradesh districts the mean value of literacy rate is 67.30
with maximum value of 80.10 and minimum value of 46.70 portraying a
more developed picture of Uttarakhand in education as compared to Uttar
Pradesh. Now looking at the standard deviation of literacy rate in the districts
of Uttar Pradesh and Uttarakhand the table shows standard deviation of
4.11 for Uttarakhand and 7.40 for Uttar Pradesh indicating high variation
in the level of literacy rate across the districts of Uttar Pradesh as compared
to that in Uttarakhand.

The mean value of population of the districts of Uttarakhand is 776488.7
with maximum value of 1890422 and minimum value of 242285 while
in case of Uttar Pradesh districts the mean value of population is found
to be 2781282 with maximum value of 5954391 and minimum value of
867848. This shows that Uttar Pradesh is more populated than Uttarakhand.
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Further the standard deviation of population in Uttarakhand districts
is 590704.8 and for Uttar Pradesh districts it is 1198415 showing greater
inequality across the districts of Uttar Pradesh in terms of population.

Lastly, Table 5 reveals whereas the mean alue of urbanization of the
districts of Uttarakhand as 19.81 with maximum value of 55.50 and
minimum value of 3.40, the mean value of urbanization in the districts of
Uttar Pradesh is found to be 20.52 with maximum value of 67.50 and
minimum value of 3.50. This indicates high degree of urbanization in Uttar
Pradesh as compared to Uttarakhand. The standard deviation of urbanization
in Uttarakhand districts is 16.20 whereas for Uttar Pradesh districts it is
15.07 showing more variation across the districts of Uttarakhand as compared
to Uttar Pradesh in terms of density of urban population.

Table 5: Descriptive Statistics of Uttarakhand and Uttar Pradesh

Source: Authors’ calculation

Table 6 represents esults of the regression anajsis It reweals F-stéistic
which explores the overall significance of the independent variables on
dependent \ariable. The value of F-statistic in our model is 26.36 and
statistically significant. The coefficient of determination is 0.571 or 57.16
per cent,
which means 57 per cent of variation in IFl (dependent variable) is
explained by the explanatory variables. The coefficient of dummy variable
(D) is significant but negative indicating the level of financial inclusion
low in Uttar Pradesh as compad to the bentbmark category state,
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Uttarakhand. Therefore, the null hypothesis “There is no signifcant difference
in the level of financial inclusion in Uttar Pradesh and Uttarakhand” in this
case is rejected.

Literacy rate has a “crystal clear” beneficial impact on financial inclusion.
In terms of usability aspect i.e, “use of financial sewices” the efect of
higher literacy rate reinforces the effect of greater financial depth. The
health of the country’s financial system deends upon the Aility of its
citizens to manae their own finances efectively. This causal intepretation

is suppoted by the regression esults pesented inTable 6, which show that
the coeficient of literacy rate is positve and signifcant having t value of
2.36. Therefore, the rull hypothesis “Literacy rate does not infuence fnancial
inclusion” is rejected and we can say that literacy rate has a positive impact
on financial inclusion. The results of the study reveal that 1 per cent increase
in the level of literacy leads to an increase in IFl by 0.44 per cent. Results
establish that adult literacy is associated positively and significantly with
financial inclusion implying that higher the adult literacy, higher will
be the level of financial inclusion.

Urban financial infrastructure is likely to affect the usage of formal
financial sewices as urban aeas ae more dereloped in a \ariety of forms
(i.e., physical, technological, social, informational and financial). This
infrastructure development is likely to affect financial inclusion in a positive
way. Urban populaion or the proportion of urban populdion is found
to be positively associded with financial inclusion, i.e., higher the level of
urbanization higher will be the level of financial inclusion. The null
hypothesis in this case “Urbanizéon does not hae ary impact on financial
inclusion” is rejected. The study reveals that the coefficient of urbanization
is positive and significant with t value of 4.54. The results of the study
reveal that 1 per cent increase in the urbanization (proportion of urban
population) leads to an increase in IFl by 0.13 per cent.

The coeficient of “Population” variable is insignificant at 5 per cent leel

of significance and, hence the rull hypothesis “Population does not hae
any impact on financial inclusion” is not rejected.
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Source: Authors’ calculation

6. Concluding Remarks

The study reveals that the value of IFI is low in Uttar Pradesh as compared
to that in Uttarakhand. Penetration of bank branches per lakh populéon is
low in Uttar Pradesh. Besides branch penetration, Uttar Pradesh has shown
sluggish performance in credit penetration and deposit penetration whereas
Uttarakhand has been doing fairly well in all the three dimensions of financial
inclusion. The study concludes that there exists wide disparity in IFI in
Uttarakhand and Uttar Pradesh where the districts of the former continue
to lead in all the parameters of financial as compared to that in the districts
of Uttar Pradesh. The widest disparity is witnessed in the districts of Uttar
Pradesh vhere almost 60 districts wre caegorized belawv average in the IFI.
However, in case of Uttarakhand, all the districts were caegorized as high
and above average in IFI which clearly estalishes tha Uttarakhand is moe
developed in terms of banking as compared to Uttar Pradesh. The probable
reason for this could be the presence of high literacy rate of 78.82 per cent
in Uttarakhand in comparison to 67.68 per cent literacy rate in Uttar Pradesh.
In most parts of the country, the level of financial inclusion is low because
of poor illiterate people The level of literacy rate has a positie assocition
with the level of financial inclusion. Uttarakhand, popularly known as Dev
Bhoomi due to mary pilgrimage centes, and Hindu temples has a iggat
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scope br tourism development. Tourism is one of the key sectos of
economic growth and development in the state from the point of view of
employment and income generation as well as state revenue generation
(Banday & Ismail 2017). Further, Uttarkhand has a better per gata income

of Rs 92566 as compard to Rs 33482 of Uttar Pradesh (indiastés). Per
capita income growth of Uttarakhand has been much more than that of
Uttar Pradesh in all the years.

The findings of the study show that financial inclusion and other
social development indicators like urbanization and literacy rate are significant
and positively related. Literacy rate and urbanization significantly predict
or explore financial inclusion whereas population is insignificant and
negatively related with financial inclusion. Finally, the stud/ suggests tha
the government of each state needs to make efforts to reach all the
districts of the state and increase financial literacy by setting up credit
counseling centers so that people could take advice on gaining access
to financial services and money management especially in the rural areas.
Further, more empirical reseach needs to be encowged to identify the
reasons of low financial inclusion at the micro level.
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Abstract

We provide a necessary andfgliént condition for a binary relation on a given
non-emptyfinite and fixed set of alternatives to have a non-empty set of maximal
alternatives in that set of alternatives.

Keywords: Maximal alternatives, fixed set of alternatives
1. Introduction

We provide a necessary andfsuént condition for a binary relation (at least as
good as relation) on a given nonemginite and fixed set of alternatives to have

a non-empty set of maximal alternatives in that set of alternatives. This issue was
raised for the first time in a seminal contribution on majority voting by Pattanaik
(1970). For a general and comprehensive reference on rational choice theory one
may refer to Sen (1970).

Economy of assumptions on preferences required to obtain the desirable or best
outcomes is the object of our study in this paper

2. Model

Let X be a non-empty finite set of alternatives and R be a binary relation on X
(i,e. R X X). If (x,y)I R where x,y X, then we write this simply as yRand
interpret it as “(alternative) x iat least as good dslternative) y

Somdéb Lahiri, SPM, PDEU, Gandhinagar.
Email: somdéb.lahiri@gmail.com
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Given a binary relation R, let P(R) denote the asymmetric part of R (i.e. xP(R)y
if and only if xR/ and not[yRx]). xP(R) is interpreted as “x pseferred toy”.
When there is no scope for confusion (as in the case of what follows) we will
write P instead of P(R).

Further let M(X,R) = {xI X| there does not exisi ¥ satisfying yPx}. M(X,R)
is said to be the set @haximal alternatives with respect to R in X. It is quite
possible that M(X,R) is empty

R is said to beacyclic if there does not exist a list $x.,x > of alternatives X
with K > 2, xPx , for all jl {2,...,K} and x Px.

An R-sigmais a list of K e” 2 distinct alternatives lgx.,>g<>T X such that: (a)
for all ji {2,....K}, x,Px, and (b) xPx for some k{1,....K-1}.

The reason whywe call the list an R-sigma is because while depicting the points
on a piece of papeif one begins at xand moves clock-wise through,xx,
1%, and returns to xthen one has to keep moving right through x, , etc.
to stop at x The resulting figure will then look like the lower case Greek letter

sigma §).

In particular it is possible that k = 1, and in that case the R-sigma.xx
reduces to an Rycle

An alternative k X is said to bet the end of anR-sigma, if there is an R-sigma
<Xy, X > With X = X,

3. A Result in Rational Choice Theory

In this section we prove a proposition that provides a necessary and sufficient
condition for the set of maximal elements of a given fixed set of alternatives to
be non-empty

In Sen (1970) it is shown that )4| there does not exisi YA satisfying yPx}

is non-empty for all finite subse#s of X, if and only if R is acyclic. Hence the

a cyclicity of R is a siiicient condition for M(X,R) to be non-emptjHowever

the following example shows that a cyclicity is not a necessary condition for
M(X,R) to be non-empty
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Example: Let X = {x,y,z,w} and suppose xPyPzPKius, M(X,R) = {w}, although
R is not acyclic. Howeveas required in the proposition that follows we may note
that w is not at the end of any R-sigma.

Proposition 1: M(X,R) is non-empty if and only if {k X| x is notat the end of
any R-sigma} is non-empty

Proof: For the case of X containing exactly one element, M(X,R) = X and so the
desired property is vacuously true. If X contains two elements, then by the
asymmetry of PM(X,R) is either equal to X or is a singleton, and it is easy to
see that the desired property is easily satisfied. Hence suppose X is a finite set,
containing at least three elements.

It is easy to see that if M(X,R) is non-empty then no x in M(X,R) can be at the
end of an R-sigma. Hence, supposeé X} x is notat the end ofiny R-sigmalis
non-empty Towards a contradiction suppose M(X,Rj =Let xli {x1 X| xis not

at the end ofany R-sigma}. Then since M(X,R) #, x| M(X,R). Hence there
exists xt X\{x,} such that xPx . Having found ?(With j > 2, Xl X\{x 17---’)3.1}

and XPX [M(X,R) = f implies there existssjgl(1 X such that J>+<1le].

Since X is a finite set, there existsX 2 distinct alternati\{es,xgj X such

that: (a) for allf {2,....K}, x Px , and (b) xPx, for some k {1,...,K-1}. But, then

X, is at the end of an R-sigma, contrary to hypothesis.

Hence M(X,R)¥ . Q.E.D.

Note: This is an extract from an earlier paper entitled “Generalized Sen-Coherence
and Existence of Pawise Majority Winners”.
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Are you an economics teacher taking pride and reveling in the Austrian
Sahool of Economics’ calling: “Tead the principles of economics as ifit
will be the last class your students will ever take in economics and it will
be the frst of many classes in economics the will take™ Or, are you
unhappy about teaching fictitious and useless economics? What is the right
and useful economics?

In particular, what is the economics with vhich we can undestand inhuman
capitalism as is actually found in the US or India?

It is the real-world, and not fantasy economics In other words, it is not the
academic blackboard economics that we teach, but economics with empirical
approach that we do not teat in introductory micro and macio economics
which will serve as a foundation for a new regime of capitalism with a
human face arywhere.

Even if we are not “Born in the USA’ a la the American arena ock star
Bruce Springsteen, let us consider the troubled American economy and
society as a case styd

The American economy is trapped in anaemic GDP growth, actual GDP
falling below the official potential GDP, productivity slowdown, endemic
nonemployment, stagnating or dedining wages secular stgnation in the
21 century, unjust inequality, and poor quality of life in terms of longevity,
life saisfaction, child welfare, poverty, educdional attainment, etc The
labour market is unjust with at least 10 per cent of those wanting to work

Annavajhula JC. Bose PhD, Department of Economics Shri Ram College of
Commerce, Delhi. Email: ajc.bose@stc.du.acin
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excluded from gainful full-time employment. The economy is not producing
enough full-time jobs. And the number of part-time workers has soared by
2.5 million during the Financial Crisis and then remained at that level
thereafter Around 4.9 million adults ar so flustrated tha they have given

up looking for work and dropped out of the labour force completely although
they would like to work. Moreover, the ladk of jobs afects minorities the
most whose underemployment rate is usually twice that of the whites.
Inequality has been damaging to the social fabric. The appetite of the
superrich is insaiable. The top 1 per cent ears an aerage of $900,000 per
annum after tax and has cptured 20 per cent oftotal income The top 20
per cent ofthe income distribution eams one-halfof total income American
people hare more and moe anxieties &out their health insuance college
education and a secure safety net in case of need unlike people in other
developed countries vinere taxes ae higher Emotional prosperity has eluded
most people A larger shae of the populdion is on antidepressants than &
any time in history. Some 2.3 million people ae in jail. About 13 per cent

of the populaion is living in poverty, which is goproximately what it was

in the late 1960s. Median household income is almost the same as it was
at the end of the 20" century. The typical American is nowv overweight and
deeply in debt, unable to control either his/her finances or appetite!

There is no tailvind to uplift this unkind, loveless socio-econom Instead,

it faces numerous gale-force headwinds so much so that the prospects are
becoming beaker day by day. The salient heawinds are endemic ludget
deficit (a goodly portion of which is financed by the Chinese politburo),
excessve private debt, negligible savings rate, continued trade defcit, costly
military commitments aound the dobe, political gridlock without any new
ideas financial sector decoupled with thee@al econony making considenble
profits without creating decent jobs or eal investments GNP growth
decoupled from full-time middle-class employment, mediocre primary and
secondary educational system, depreciating infrastructure and so on and so
forth.

Mainstream economists are at a loss to propose a viable policy mix to put
the economy back on the road to stable inclusive growth. Academic
economists ae divided too much ideologically and otherwise

Macroeconomics is particularly in crisis. Paul Romer has bemoaned modern
macroeconomics as unhelpful. Supply-sided economics in terms of tax cuts
has increased the wealth of the millionaires significantly so much so that
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money begets paver and lots of money begets lots moe political power,
implying that the comorate and financial oligarchy’s hold on the bog
politic will continue to increase The tax gieawvays also mean tha the
government will not have the funds to adress ay of the major heaavinds
(including global warming) and private funds will not be invested into
infrastructure, educaion, renevable enegy, health, and the like things the
econony would need to escpe from its malaise

In this milieu, students need to be exposed to the formidable challenges to
our ability to navigate through the economic system Y way of imperfect
information, opportunistic behavior, heterogeneous cagnitive ability,
externalities, safkty, nonexistent markets transaction costs uncertainty,
sustainaility, too-big-to-fail oligopolies and monopolies protection of
children, power imbalancesnonrationality, and unequal distrilution of wealth
and income These ae exactly the topics thd introductory mainstream
textbooks are silent about. Mainstream textbooks also fail to mention even
the important breakthroughs of such Nobel Prize winning economists as
Herbert Simon (satisficing), Amartya Sen (welfare economics), George
Akerlof (asymmetric information), Michael Spence (signaling), Joseph Stiglitz
(information economics), Daniel Kahneman (behsioural economics), Paul
Krugman (new trade theory), Oliver Williamson (transaction costs), Robert
Shiller (behavioural finance), and Richard Thaler (behaioural economics).
Without these ideas mainstream textbooks irresponsilly mislead students
into thinking that markets work flawlessy if only they are left to their avn
devices.

The amgumentaive bhn Komlos is sging all this, and rightly sa Instead
of singing religious hymns to the invisible hand, he takes an empirical
approach to analyse the real existing markets that deviate markedly from
the cock and bull theoretical ones. He finds that without well-designed
institutions and incentive stiuctures real matkets ae inefficient and unstdle,
and accumulate and magnify inequities. Without adequate oversight and a
regulatory structure, real makets can become dargjous unstable, even
chaatic.

He establishes these points cogently and powerfully by taking us through
eight chapters of microeconomics and five chapters of macroeconomics
loaded with real-world concepts that every economics student must now
know. According to him, teadhers should not ¢aim that introductory courses
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should not hare these comple concepts or give ladk of time as an alibi br
not teaching them. As teachers we must value “utter honesty” not to
impart wrong economics leading to wrong economic policies leading to a
troubled econony and society

Given tha most of us do not hae autonony in deciding the sylldus and
readings & the undegradnate level, we could & least cormvey to the students
the existence of alternatives to standard and even nuanced principles of
economics of the celebrated textbook writers such as Greg Mankiw (2020)
and David Colander (2016). We could & least tell the students thathe
free-maket Chicago sdhool is not the best ghicle to tell a corvincing story

of economics.

Be tha as it may, | have found it very refreshing to ead up Komlos’ book.

It empowers me to share critical thinking with my students. In his discussion
of economics from the bottom up - microeconomics - Komlos has elaborated
on the downside of free makets government as an essential component of
the econony, precedence of morality over markets psychology of
consumption underlying the extensive frustration with the system,
importance of abandoning the rational-agent utility-maximising model,
focusing on equity and sustainaility rather than eficiency, salient aspects
of imperfect competition tha affect market outcomes ér consumes,
whether factors of production receive just rewards in terms of their
opportunity cost or the value of their contribution to the firm, deviations
of real markets from ideal markets and relevant models and their
applications characterized by imperfect competition. And in his bird’s eye
view of the economy - macroeconomics - he has dealt with macroeconomic
policy void, unfair organization of the labour market, policies such as the
role of taxes national debt, and saings, impact of international trade in
the presence ofunemployment and endemic tade defcits, and the 2008
financial meltdown. The introductory and concluding chapters are sharp
and wonderful in making the case for real-world economics.

John Komlos’ book, coming from the heteodox World Economics
Association unlike the American Economic Association or even International
Economic Association, has definitely expressed the sense and sensibilities
for building up an economy that works for the 99 per cent, not just 1 per
cent. You can gprecidae the insights ofan interview with him at www.unravel
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economics.com. And | can share with you a free read-only pdf copy of this
book which he had shaed with me if you are eaer to read.
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