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Economisation of Consumption: A Study in Indian States

Dr. Debottam Chakraborty1 and Dr. Niladri De2

Abstract

During the period of last decade India has experienced a lot of changes in different spheres
ranging from production and employment to growth and welfare. This change brings changes
in the consumption habits of the people. Also the household size and composition have been
changed in Indian society. In this paper, the impact of household size on the consumption
pattern has been studied at all India level and four states from the four regions of the
country separately in rural and urban areas. The changes in habits of consumption has
been tried to capture in terms of sharing tendencies of different consumption items among
the members of the same household over the last decade. This sharing tendency has been
termed as economization of consumption. This economization effect is mostly observed in
case of non-food items and different states observed it in diversified pattern, which indicates
varied pattern of changes in level of living.

Key words: Economisation of Consumption, Household Size, Engel Household
Elasticity.

JEL Classification Code : P46

I. Intr oduction

A group of persons living together and sharing a common kitchen for consumption of food
constitutes a household. This means that temporary visitors are excluded but temporary
stay-away is included. Accordingly, a son or daughter living outside the household of his or
her parents is excluded, but the servant or the paying guest residing in that house is included
in the measurement of household size.

In case of a person taking food with his family but sleeping elsewhere (say, in a shop or a
different house) due to space shortage, the household formed by such a person’s family
members is taken to include the person also. In case of a mess, hotel, boarding and lodging
house or hostel each member is considered as an household; so as many of the number of the
persons residing there, they form that number of single member household. But if a family
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residing in a hotel, they will be considered as one household. The size of a household is the
total number of persons in that household.

     Different income classes are having different household size. Household size influences
the consumption basket of the people. Large household size enhances demand for some
particular items on the one hand and economises the use of other items on the other. The
household size is an important determinant of the consumption basket of the people. For
some of the food items like cereals and pulses per capita consumption remains same with the
increase in the household size. Again for some of the nonfood items like clothing and fuel
their per capita consumption expenditure falls with the increase in the household size
(Houthakker 1957).

Changes in consumption due to changes in the size of the family3 depend on a number of
factors. For nonfood items, indivisibility of the items becomes important. For a family of
three one car is required for traveling. But if the car is five-seated, a five-member family can
also use the same car, which, in effect, reduces the per capita consumption of car. Again, for
food items a family with more members would purchase bulk quantities of goods, which
enables the family to enjoy discount rates, which again reduces the per capita consumption.

The pattern of consumption depends also on the composition of the family. The age-sex
characteristics of the family determine the consumption basket of a household. If there are
many children in the family, or if there are more female members in the household, the demand
for food items does not increase much, but probably the demand for the nonfood items may
increase. Again, another important factor, which influences the consumption basket is
relationships among the household members. The pattern of consumption basket is different
for a household where there is a couple and a child from the pattern of consumption of
another household where two couples are living together (David 1962).

It is also important to note that the influence of the household size on the per capita
consumption is not same across different expenditure classes. In case of per capita consumption
of housing space, the effect to economise consumption is more pronounced in case of the
lower expenditure class. Again the practice of consumption varies in different places as per
the local customs (David, 1962). So, it is important to find out the changes in consumption
pattern with respect to different locations and different expenditure classes. The household
size generally falls as income of the household increases. It is invariably observed in case of
rural as well as urban areas. In rural areas the practice of joint family is more pronounced
than in case of urban areas. So, in rural areas it may be found out that the household size is
comparatively high even in case of upper expenditure groups.

    As the household size changes, the per capita consumption of an item changes as a result
of change in per capita total expenditure. Thus the household size does have an impact on
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the per capita consumption of an item. To asses this impact it is required to take the household
size as a separate independent variable. This exercise has been done in this paper to find out
the impact of changes in household size on per capita consumption of different items. As
household size increases, the per capita consumption of some items falls and for some items
it increases. The items which show the falling tendency are said to have the economisation
effect with respect to household size.The more the economization effect, the less the “effective”
per capita expenditure on the item and consequently the more the level of living manifested
through the economization effect of household size. In this paper we would attempt to find
out the items which are having economisation effect of the household size.

     Households are distinguished by (a) the size and (b) the composition of a household. The
composition is again distinguished by age, sex and interrelationships of the members of the
households. Using some conversion rates the household composition can be standardised
(Houthakker, 1957 and Nelson, 1988). But in reality detailed consumption-wise data according
to age-sex of members are not available in India. So, the standard family size is not computable.
Therefore, the head-count measure of the family size is most often used in estimation. We
have used this measure.

     There are numerous studies, both national and international, available on the effects of
household size on consumption. To mention a few Tobin (1950), Houthakker (1957), David
(1962), Iyengar, Jain &Srinivasan (1967), Nelson (1988), Figini (1998), Deaton &Paxson
(1998), Meenakshi& Ray (1999 and 2000), Horowitz (2002), Blow (2003), Tasciotti (2007)
are cited. Most of the studies have taken the headcount number of the family members as the
household size. But in Houthakker’s and in Nelson’s studies the equivalent scale has been
used to determine the family size. In our study we have used the headcount measure of
family size. NSSO data of different rounds (55th round in 1999-2000, 61st round of 2004-05
and 68th round of 2011-12) has been used in the estimation.

In this paper we attempt to determine out the affects of household size on consumption. (a)
In fact we have tried to determine the economisation effects of household size on consumption
depending upon nature of the good. (b) Specifically, we attempt to single out the consumption
items which have the economization effects of household size. (c) As household size varies
across regions and over time, it is also of interest to find out the change in the consumption
behaviour across states and over time in India.

In this paper we have compared four states – Kerala, Maharastra, Punjab and West Bengal –
from different regions of the country4. Section 2 describes the model used in estimation.
Estimates are analysed in section 3. Section 4 presents concluding remarks.

Economisation of Consumption
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II. The Model

The following model is used in estimation. The model is due to Iyengar, Jain and Srinivasan
(1967-68). Suppose that Xi

his the expenditure on item i by household h, Xh is the total
expenditure of household h, and Nh is the total number of family members of household h.

Then the specific expenditure function is

X i
h=f (Xh, Nh) ——————(1)

In estimation we may take the logarithmic form or any other form of (1)

We take here the logarithmic form:

hhh
i

h uNXX +++= lnlnln 210 βββ   ———————(2)

where hu  is the random error spherically distributed.

By OLS we estimate (2) to get 0β̂  , 
1̂β  & 

2β̂

But the problem of estimation is that lnXh and lnNh are directly related. Mullticolinearity
problem appears in the estimation. Precision of estimates is reduced, it is no doubt a serious
problem. However, if one can tolerate such problem, one can get the effects of total expenditure
and family size on specific expenditure. However, to overcome the problem, we assume that

the specific expenditure function is one degree homogenous in hX and .
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Hence )()1,( hhh
i xxx ϕϕ == ————(3)

As before we take the logarithmic form:

hhh
i uxx ++= lnln 10 αα  —————(4)

which is the specific expenditure function in terms of per capita variables, in contrast to the
earlier one where total variables are used. This form does not contain, explicitly, the family
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size variable (Nh). But Nh is implicitly used in per capita terms. OLS estimates are 0α̂  and

1α̂ .

Here multicollinearity is avoided, but family size effect on specific expenditure is not explicitly
determined.

However, we can proceed further. We go back to the original functional form (2):

)5(ln)1(lnln

ln)1()ln()ln(

ln)1(lnlnlnln

lnlnlnlnlnlnln

lnlnln

2110

2110

21110

21110

210

−−−−−−−−−−−+−+++=⇒

+−+++=⇒

+−++−+=−⇒

+++−−++=⇒

+++=

hhhh
i

hh
h

h

h

h
i

hhhhh
i

h

hhhhhhh
i

h

hhh
i

h

uNxx

uN
N

X

N

X

uNNXNX

uNNNNNXX

uNXX

ββββ

ββββ

βββββ
βββββ

βββ

This contains the family size variable explicitly and other variables in per capita terms.

Comparing (5) with (4) we observe that (5) gives more information than (4). Here, the effect
of family size together with the effect of total per capita expenditure is estimated and
multicollinearity problem seems to have been minimised. Engel expenditure elasticity in form

(4) is 1α  which is different from  obtained from the Engel function (5). ). Is 1α ≥≤ / 1β ?

Theoretically if 0121 =−+ ββ , i.e., if the Engel function is homogeneous of degree 1, then

1α coincides with 1β . That is, when  0121 =−+ ββ the form reduces to (4), which is one

degree homogeneous. Thus, we can test the hypothesis, 01: 210 =−+ ββH .

against the alternative hypothesis 01: 211 ≠−+ ββH  in the form (5) and determine whether

the original form is one degree homogeneous.

So, to examine whether the household size affects consumption or not, we must test the

hypothesis 01: 210 =−+ ββH  against the hypothesis 01: 211 ≠−+ ββH . If H
0 
is true, we

can infer that the household size does not have any effect on consumption of the i-th item;
otherwise the household size affects positively or negatively the consumption of the i-th

item, depending on the sign of )1( 21 −+ ββ (positive or negative). If H1 is true and

0121 <−+ ββ , then the household size will have an economization effect on consumption:

Economisation of Consumption
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consumption rises (falls) with fall (rise) in household size. On the other hand, if H1 is true

with 0121 >−+ ββ , no economization effect is generated by the household size. The form

(5) may be called the household-size augmented Engel function in contrast to the traditional
or basic Engel function (form 4). In estimation we have used the form (5).

III. Estimates

Inter -state variations in Household Size

In Table 1 the household size data have been provided for rural and urban areas separately,
for all the three years. The statewise ranks of household size in the descending order are
given in the parenthesis. At the all-India level in rural ar eas, the household size has decreased
from 4.936 in 1999-2000 to 4.809 in 2004-05 and again decreased to 4.559. Uttar Pradesh
(5.543), Haryana (5.456) are the few states which were in the top positions in 1999-2000 in
rural areas. Uttar Pradesh (5.528), Rajasthan (5.323), and Bihar (5.184) are among the top
few states in 2004-05 in rural areas. The highest household size has been seen in Uttar
Pradesh (5.358) andBihar (5.181) in 2011-12. In 2011-12Andhra Pradesh (3.542) andTamil
Nadu (3.674) have shown the lowest household size in rural areas. In 1999-2000 West Bengal
has shown the household size greater than the national average; but in 2004-05 and in 2011-
12 the state has fallen below the national average in terms of household size.

   At the all India level in urban areas, the household size has declined from 4.461 in 1999-
2000 to 4.312 in 2004-05, and again to 4.022 in 2011-12. In 1999-2000 Bihar (5.000)
Rajasthan (4.995) and Madhya Pradesh (4.982) were among the top few states in urban
areas. In 2004-05, Madhya Pradesh (4.960), Uttar Pradesh (4.950), Bihar (4.82) have occupied
top places and Tamil Nadu (3.623), Assam (3.843), Andhra Pradesh (3.928) have occupied
the bottom places in terms of household-size in urban areas. Bihar (4.986) and Uttar Pradesh
(4.823) are the top two states in terms of household size in urban areas in 2011-12.

It follows from the above that states have different household size and the household size
varies over time. The household size has steadily declined during 2000-12 in both rural and
urban India.

    To assess the extent of inter-state variation in household-size we have computed the co-
efficient of variation (CV) for all three years for both rural and urban areas. The coefficient
of variations of household size among the states has been increasing over the years in rural as
well as urban areas. It has increased from 10.13% to 11.944% in rural areas and from 8.44%
to 11.549% in urban areas during 2000 – 2012.
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Augmented Engel Function:

a) Engel Expenditure Elasticity

    The estimates of the household size augmented Engel function for different food and non-
food items in different states are presented in Tables 2 to 16. In almost all the states per
capita total expenditure variable has shown a positive relationship with consumption of a
particular item. In case of household size in many cases it has shown a negative relationship.

The coefficient of per capita expenditure in the household-size augmented Engel function is
the Engel expenditure elasticity. It has been observed that for the overall food basket the
Engel elasticity is positive and less than unity in both rural (0.547) and urban areas (0.236) in
2011-12. Also for the overall non-food basket it is less than unity in both rural (0.874) and
urban areas (0.518) in the same year at the all-India level. Interestingly the elasticity for food
item is less than that of non-food items. In 2004-05, Engel elasticity of the overall food
basket was smaller than unity in both rural areas (0.657) and urban (0.486) areas, but for the
non-food items it was greater than unity in both rural (1.284) and urban (1.218) areas. So, it
can be said that, at the all-India level the overall non-food basket has become necessary from
luxury good.

b) Engel household size elasticity

The coefficient of  lnNh in form (8.5) is the Engel household-size elasticity. Our estimate

shows that the null hypothesis 01: 210 =−+ ββH is rejected and the alternative hypothesis

01: 211 ≠−+ ββH  is accepted indicating that the household-size (lnNh ) has become a

significant variable(i.e., the household size having sign impact) at the all-India level for the
following goods:

I. 1999-2000

i. in rural areas: cereal; pulses; milk; egg, meat & fish; food; pan, tobacco
& intoxicants; clothing; nonfood items,

ii. in urban areas: fuel & light; nonfood items.

II. 2004-05

i. in rural areas: non-food,

ii. in urban areas: none.

III. 2011-12

i. in rural areas: none,

ii. in urban areas: none.

Economisation of Consumption
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   Clearly for all those items the household size augmented Engel function has not been one
degree homogeneous. This indicates that the household size has become an important
explanatory variable in Engel function. But what’s about the nature of the effect of household
size? We consider the sign and the magnitude of the estimated coefficient. (a) If sign the term

)1( 21 −+ ββ (co-efficient of the term lnNh in (8.5)) is negative, we say that there is an

economization effect on per capita consumption of the item. This means that as the number
of members in a household increases, the per-capita expenditure on the particular item (for

which the term is negative) falls and vice-versa. (b) The magnitude of )1( 21 −+ ββ will

determine the nature of elasticity of per capita consumption with respect to household-size.

)1(1121 ><−+ ββ indicates that per capita consumption is inelastic (elastic) with respect

to household-size. The economization effect is observed in the following goods at all-India
level:

I. in 1999-2000, in both rural and urban areas: nonfood items

II. in 2004-05, in rural area: non-food; in urban area: none

III. in 2011-12, in both rural and urban areas: none

It thus follows that the economization effect was operative at the all India level in 1999-2000
in case of the overall non-food basket in both rural and urban areas and in 2004-05 only in
rural areas for non-food items. In 2011-12 it is not at all operative neither in rural nor in

urban areas. The magnitude of 121 −+ ββ , on the other hand, indicates that up to 1999-

2000, the economization for non-food item was more strong in rural areas than in urban
areas, as the absolute value of coefficient of the term lnNh in (5) is greater in rural areas than
in urban areas.

Now let us look at the state level, to examine whether the economization effect has been
operational in different states. Our estimate shows that the household size has brought about
the effect of economization in the following states:

Kerala:

1999-2000. In rural areas: none and in urban areas: clothing; non-food items

2004-05. In rural areas: cothing and in urban areas: egg, meat, fish

2011-12.In rural areas: cothing and in urban areas: egg, meat, fish
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Maharastra:

1999-2000. In rural areas: non-food and in urban areas: none

2004-05. In rural areas: milk; food; fuel & light and in urban areas: none

2011-12.In rural areas: milk; food; fuel & light and in urban areas: none

Punjab:

1999-2000. In rural areas: none and in urban areas: milk; fuel & light

2004-05. In rural areas: clothing and in urban areas: non-food

2011-12.In rural areas: none and in urban areas: none

West Bengal:

1999-2000. In rural areas: pulses and in urban areas: milk; egg, meat, fish; fuel & light; non-
food

2004-05. In rural areas: cereal; pulses; milk; egg, fish, meat; food; fuel & light and in urban
areas: pulses; milk; egg, fish, meat; food; fuel & light, clothing, non-food

2011-12.In rural areas: fuel & light and non-food and in urban areas: none

IV. Concluding Remarks

   The household size has steadily declined during 2000-12 in both rural and urban India. The
variations of household size among the states have been increasing over the years in rural as
well as in urban areas. At the all-India level the overall non-food basket has become necessary
from luxury good.This indicates an improvement in level of living.

    With the rise in household size nonfood items are relatively more prone to economization
of consumption. The economization effect has been on the wane over time, meaning that the
tendency of sharing the non-food items with other family members in a household has been
changing over time and every person of a household tends to have separate arrangement for
themselves. This is probably due to the fact that the number of earning members of a household
is increasing as household size increases and so each member tends to spend more on non-
food items. It is definitely indicative of improvement in levels of living.

Economisation of Consumption



ARTHA BEEKSHAN12



13Economisation of Consumption



ARTHA BEEKSHAN14



15Economisation of Consumption



ARTHA BEEKSHAN16



17Economisation of Consumption



ARTHA BEEKSHAN18



19Economisation of Consumption



ARTHA BEEKSHAN20

References

1. Bhattacharyya, N. (1978): ‘Studies on Level of Living in India’, in N. S. Iyengar and N.
Bhattacharyya (ed.) A Survey in Research in Economics, Vol. 7, Econometrics, Allied
Publishers2. Blow, L. (2003): ‘Demographics in Demand Systems’, IFS Working Papers
(W03/18), Institute for Fiscal Studies, London, UK3. Chakraborty, D; Pal, D. P. (2009):
‘Changing Consumption Pattern In India’, Reforms and Structural Changes in India, Edited
by Dr. P K Pal, Regal Publications Ltd., New Delhi

4. Chakraborty, D; Pal, D.P. and Sen, J. (2004): ‘Changing Levels of Living in India in the
1990’s’, Economic Reforms in India, Edited by Ravishankar Kumar Singh, Abhijit
Publications, Delhi

5. David, M. H. (1962): Family Composition and Consumption, North Holland Publishing
Company6. Deaton, A. (1998): ‘Quality, Quantity and Spatial Variation in Price’,
American Economic Review, Vol. 78, June 19887. Deaton, A. and Paxson C. (1998):
‘Economies of Scale, Household Size, and the Demand for Food’, Journal of Political
Economy, Vol. 106, No. 5, 1998

8. Horowitz, A. W. (2002): ‘Household Size and Demand for Food: A Puzzle Resolved?’accessed
from http://www.williams.edu/Economics/neudc/papers/Horowitz.DP.Puzzle.pdf on
14.01.2019



21

9. Houthakker, H. S. (1957): ‘An International Comparison of Household Expenditure Patterns’
Econometrica, pp.159-174

10. Iyengar, N. S; Jain L. R. and Srinivasan T. N. (1967-68): ‘Economics of Scale in Household
Consumption –A Case Study’, Indian Economic Journal, Vol.15. Also in Economic Theory
and Practice in the Asian Setting, Vol. 2, Microeconomics, A Halsted Press Book, 1975

11. Meenakshi, J. V. and Ray, R. (1999): ’Regional Differences in India’s Food Expenditure
Pattern: A Complete Demand Systems Approach’, Journal of International Development,
Vol. 11

12. Meenakshi, J.V. and Ray, R. (2000): ‘Impact of Household Size and Family Composition on
Poverty in Rural India’, Australian Research Council

13. Nelson, J. A. (1988): ‘Household Economies of Scale in Consumption: Theory and Evidence’,
Econometrica, Vol. 56, No. 6, pp. 1301-1314

14. NSSO: Levels and Pattern of Consumer Expenditure 1999-2000, 2004-05, 2011-12

15. Chakraborty, D. (2010): Ph.D. Thesis submitted at University of Kalyani

16. Sandhu, H. S. (1992): ‘Consumer Demand in India’, Guru Nanak Dev University, Amritsar

17. Sen, J. and Chakraborty, D. (2003): ‘The Relationship between Income Poverty, Capability
Poverty and Social Spending: An Inter-state analysis in India’, Poverty in India, Edited by
Nageshwara Rao, Deep & Deep Publications18.Tasciotti, L. (2007): ‘Expenditure pattern
in Italy, 1875-1960: A complete quadratic demand system estimation with demographic
variables’ University of Tor Vergata, Rome accessed from http://www.ekh.lu.se/ehes/paper/
Paper%20L%20T.pdf on 18.03.2019

19. Tobin, J. (1950): ‘A Statistical Demand Function of Food in the USA’, Journal of the Royal
Statistical Society, 113

Economisation of Consumption



ARTHA BEEKSHAN22

GROWTH, BREAK AND FLUCTUA TION IN
PRODUCTIVITY  IN TOTAL FOODGRAINS IN THREE
BACKWARD DISTRICTS OF WEST BENGAL IN THE

PERIOD 1960-61 TO 2014-15

Prof.  Debasish Mondal1 and Dr. Swarup De2

Abstract

The present paper makes an attempt to estimate the nature of growth, break and
fluctuation in productivity in total foodgrains in three backward districts (Midnapur, Bankura
and Purulia) of West Bengal in the period 1960-61 to 2014-15. Breaks in the growth paths
have been evaluated by the modified Bai-Perron methodology. By using modified Cuddy-
Della Valle and modified Coppock methodologies fluctuations around the growth path have
been decomposed into year to year fluctuation and cyclical fluctuation.

Keywords: Growth, Break, Fluctuation, Foodgrains, Productivity, Backward region

JEL Classification Codes:C22, Q11,R 19.

I. Intr oduction

“VandeMataram, Sujalang Sufalang ...”, - Bankim Chandra Chatterjee composed
this famous song, in 1882, which in many ways symbolizes the beauty of Bengal. Bengal’s
rich culture binds the population together through its unique unity in diversity. It also
symbolizes the rich agricultural scenario of Bengal.

West Bengal is predominantly an agriculture driven state. The climate of West Bengal
experiences great variation. The agricultural economy of the state is heavily dependent on
the vagaries of monsoon with an average annual rainfall of 195.98 cm. However, floods, land
erosion and other natural calamities often affect crop production (Anon., 2009a).

In West Bengal, nearly 72 per cent population lives in the rural areas and they are
directly or indirectly related to the agriculture. So, agriculture is the backbone of the economy
of the state, although the share of agriculture in the state GDP is recorded to have come
down from about 34.37 percent in 1980-81 to about 18.7 per cent in 2009-10. In West
Bengal, agriculture plays a very important role in contribution to the state’s GDP as well as
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its share in total employment. Although the state is said to have witnessed a structural
transformation in recent years, as many as 45.6 percent of the total employees are absorbed
in agriculture, thus positing the significance of agriculture in the State as a major source of
livelihood (NSSO, 2006). Agriculture in West Bengal provide livelihood to about 65% of the
population of the state living in villages with over 95% as small and marginal farmers.

II.Review of Literatur e

In Indian agriculture, the nature of growth and fluctuations are very common and
contradictory issues in the national level as well as state level. Saha and Swaminathan observed
an accelerated growth in agriculture for the state of west Bengal during the eighties. With the
help of standard curve fitting technique by Chattopadhy et al and found no statistical evidence
in support of break in total foodgrain production in West Bengal in the eighties. Rawal and
Swaminathan who have used deterministic trend of exponential form, concluded on the basis
of time series data spanning about 50 years that West Bengal has experienced acceleration in
growth during and after major changes in agrarian institution and land relations. Foodgrain
dominates the cropping pattern in the state of west Bengal. According to Ghosh and Kuri in
the state of west Bengal performance of foodgrain production is well but in the recent years
there is an evidence of stagnancy in foodgrain production. Boyce has shown that the approach
for the measurement of sub-period growth rates used so far suffers from “discontinuity bias”.
To overcome this difficulty Boyce has introduced a new approach in which “kinked exponential
model” is fitted for estimating sub-period growth rates In the Indian context, Dev found that
besides variations in rainfall the differences in the extent and quality of irrigation were also
important to explain interstate disparities in growth and stability. The growth performance of
agriculture at the national level was splendid during the 1980s and its deceleration during the
1990s was attributed to the reduction in and/or stagnation of public expenditure on agricultural
infrastructure, defunct extension services and economic reforms. Parikh argued that “though
after1980’s, India achieved self sufficiency in foodgrain production but there is no surety
that this achievement would be sustained”. G. Bhala and G. Singh concluded that in the post
reform period(1990-93 to 2003-06) the growth rate of crops yields as well as total agricultural
output in most of the states have decreased than the pre reform period (1980-83 to 1990-
93). R. P. S Mallik has found that the trend of growth of the agricultural production as well
as the crops productivity has decreased after the adoption of liberalization policy. S K. Goyal
and J. P. Singh have observed that the foodgrains production has increased during the period
of 1960-1999.

An instability measure has mainly been evolved as a related issue to the growth
measurement in agriculture. In regard to the measurement of in stability in Agricultural
production we set broadly two technique, summary measure and trend measure. The summary
measure of instability was adopted by Barkeret al. Other attributed that instability in agriculture
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production had increased with the adoption of new technology. Ray found that the pattern of
growth and instability was due to an increase in the variability of rainfall and prices. Likewise,
Rao et al concluded that instability in agriculture production had increased in the post green
revolution period on account of rise in the sensitivity of output to variations in rainfall which
was traceable to high complementary of new seed-fertilizer technology with water and
inadequate expansion of irrigation facilities. But Dev reported progressive but marginally
declined instability in food grain production at the all India level and mixed result as state
level. All these studies covered the initial phase of the green revolution technology (late1970s
or mid 1980s). Larson et al concluded that the green revolution has been instrumental in
increasing production of food grain and other crops in India but this has come at a cost of
greater instability in production and yield, he covered a longer post green revolution period.
Sharma et al attributed that the production of individual crops and total food grains had
become more stable during 90’s compared to 80’s. The study by Sharma et al, started from
year 1980-81; it did not cover the initial phase of green revolution nor did cover the pre
green revolution period. According to Ramesh et al variability in yield of foodgrains as well
as that of non-foodgrains was much lower in the first phase of green revolution period.
Deviation of observed yield from trend witnessed decline during1989-2007.

The above study of literature reveals that no comprehensive study has so far been made for
measuring growth, break and fluctuation in agricultural productivity at the state or the national
level.

Therefore, the present work is done keeping in mind the following these objectives.

• To calculate the growth rate in productivity in total foodgrain throughout the
period and also for different regimes created through external and internal breaks
and to find out the difference between growth rates in different regimes.

• To examine the extent of instability using both Residual base Index and Coppock
index, for the whole period and also for different regimes.

• To estimate the length of cyclical fluctuation with the help of Coppock index and
Residual base index.

III. Methodology

Growth and fluctuations are two common elements of time series. A uniform growth
rate for the whole period is generally calculated from the log-linear regression lnXt= a + rt. (r
being the rate of exponential growth) and fluctuations are generally calculated by the residuals
obtained from the above regression. In majority of time series we observe different growth
rates in different sub periods leading to breaks in the growth path. We get break in trend or
growth path due to policy changes and this break in trend is normally estimated by separate
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regressions for different sub periods or by a single regression with dummy variables for
different sub periods or different policy regimes.

For a data set of T years, t = 1,2….T, if we have two regimes as 1,2, …, k and
k+1,k+2,…, T, we can estimate two growth rates from a single regression with dummy
variables D1 and D2such that D1=1 and D2=0 for the first sub period and D1=0 and D2=1 for
the second sub period. The regression equation cab be taken in the form,

lnX t = a +r1D1t + a2D2 +r2D2t

Here D1t and D2t are slope dummies for two sub periods and D2 is the intercept
dummy for the second sub period. In the 1st sub period when D1=1 and D2=0 the equation
reduces to lnXt =a +r1t, implying that r1 is the growth rate of the first sub period. In the
second sub period when D1=0 and D2=1 the equation reduces to lnXt =(a+a2) +r2t , implying
that r2 is the growth rate in the second sub period. D2 is accommodated or a2 is estimated to
adjust the change in the intercept with a break in between two sub periods. Intercept dummy
D1 for the first sub period cannot be used. When both D1 and D2 are used in the same model
as D1+D2 is always equal to 1 we shall be caught into a dummy variable trap because of
perfect multi-collinearity between D1 and D2.

We can reformulate the model by totally avoiding D1(Many econometricians suggest
to use dummy variable one less in number from the number of sub periods present). The new
model takes the following form,

lnX t = a + r1t + a2D2 + r2D2t

where D2 is the intercept dummy for the second sub period and D2t is the slope dummy for
the same. In the first sub period the equation reduces to ln Xt = a + r1tas before. But in the
second sub period it reduces to lnXt = (a + a2) + (r1 + r2)t. Thus (r1 + r2) is now the growth
rate for the second sub period or r2 is the difference between the growth rates of two sub
periods. The advantage of this second model over the first is that in this second model we are
able to test the significance of r2, the difference between growth rates in two sub periods.

The problem with both of the above two models is that they may create discontinuity
between the two growth paths estimated. To overcome this, restriction for continuity or kink
is posed for the double dummy model as, a + r1k = (a + a2) + r2k or a2= (r1 – r2)k. The model
now reduces to,

lnX t = a + r1D1t + (r1- r2)kD2 +r2D2t

or, lnX t = a + r1(D1t + kD2) + r2(D2t – kD2)

or, lnX t = a + rJ1 + r2J2
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Where, J1 = D1t + kD2and J2 = D2t – kD2

This model will henceforth be called the J–Model.

In the same way restriction for continuity in the single dummy model is a + r1k =
(a+a2) + (r1+r2)k or a2=–r2k. The model now reduces to,

lnX t = a + r1t  - r2kD2 +r2D2t

or, lnX t = a + r1t + r2(D2t – kD2)

or, lnX t = a + rH1 + r2H2 , where, H1 = t and H2 = D2t – kD2

This model will henceforth be called the H–Model.

In this way we can formulate dummy variable models for calculating growth rates of
three or more sub periods and for comparing growth rates between two consecutive sub
periods or between two sub periods leaving one or two small sub periods in between them.

In case of measurement of fluctuation in a time series Xt, fluctuation is frequently
interpreted in terms of fluctuation around the trend line. Fluctuation around the trend is
generally estimated by the deviation of observed values from the estimated values in the
regression mentioned above and it is denoted by et.. The fluctuation index is obtained through
the residuals sum square (RSS) =Ó et

2 in the following way.

I
RSS 

= / 
t.

The numerator of the above expression is the SD of e
t 
and the denominator is the mean of

lnX
t
. It is a measure very close to coefficient of variation of e

t
 multiplied by the square root

of (1-R2) as proposed by Cuddy-Della Valle (1978).

Coppock (1962) has advocated an important methodology of measurement of fluctuation in
a time series X

t
.Coppock measurement of the index of fluctuation is given by I

coppock
 =

Exp(SD(ln( ))), this measurement is based on year to year fluctuation.Now, in case of

comparison between the two above mention methods, we face a problem. The RSS base
measure has a zero lower limit and it can go beyond one --– actually it has no upper limit.
The coppock measure has a lower limit at one and it has no upper limit.

To overcome this difficulty, Mondal and MondalSaha(2008) have proposed some adjustment
to the above measures. The adjusted Coppock measure of fluctuation is given by Icoppock’=
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.This index is comparable to the RSS base index. The length of cyclical fluctuation

can be calculated by squaring the value of the ratio of residuals base index divided by adjusted
coppock index and then it is multiplied by 2.

The entire research work is based on the secondary data of productivity of total
foodgrain in three backward districts (Midnapur, Bankura and Purulia) of West Bengal,
since 1960-61 to 2014-15, collected from “Directorate of Economics and Statistics”, Ministry
of Agriculture, and different issues of Statistical Abstract, Govt. of West Bengal.

Many researchers, who are engaged in this type of research, use the same data set
and take breaks at the dates of policy changes, e.g., introduction of green revolution,
introduction of land reform policy and introduction of new economic policy etc. They do not
examine whether the breaks are significant or not. For this type of work, a programme was
developed by Bai and Perron (1998) to identify optimum break points in a time series data.
They proposed a minimum length of a regime or sub period of at least 5 years. We have
developed a programme, which is the modified version of Bai-Perron methodology. In this
programme, keeping minimum length of regime at 5 years or so we have allowed truncated
regime on two ends and short term fluctuations of one to two years in between two consecutive
regimes. If policy changes actually create break then it will be automatically incorporated in
our method.

Iv.Result And Discussion

Midnapur District:

The growth rate in productivity in total food grain for the district of Midnapur is
represented in table 1.1. In Midnapur since 1960-61 to 2014-15, the growth rate in productivity
in total food grain was 3.50% and it was significant at 1.55E-26 level of significance. During
regime –I (1960-61 to 1980-81) i.e. during the pre land reform regime, it is observed that the
growth rate in productivity in total food grain was very low (0.98%) and it was significant at
5% level of significance. Thus during the pre land reform regime the growth rate in productivity
in total food grain was not impressive (less than one percent). During regime – II (1983-84
to 2001-02), it is noticed that the growth rate in productivity in total food grain significantly
increased from 0.98% to 4.82% as compared to the previous regime. The difference between
two regimes’ (I and II) growth rate (3.84%) was significant. Therefore, after the adoption of
land reform policy in West Bengal the growth rate in productivity in total food grain increased
significantly. In West Bengal Landholding Revenue Act was provided for key changes in the
share of cropping system. During regime –III (2001-02 to 2014-15) i.e. in recent years, it is
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found that the growth rate in productivity decreased from 4.82% to 2.01% and it was
significant. The difference between two regimes (II and III) growth rate was also significant.

Table1.2 depicts the nature and extent of fluctuation in productivity in total food
grain for the district of Midnapur, it is observed that for the whole period (1960-61 to 2014-
15), the fluctuation in total variation in productivity in total food grain amounted to 34% and
out of this fluctuation year to year fluctuation was 53%, so the rest percentage fluctuation
arose due to break in trend, due to cyclical or irregular fluctuation. During the regime – I, it
is noticed that the fluctuation in productivity in total food grain amounted to 85% and out of
this fluctuation year to year fluctuation was 76%, so rest percentage fluctuation arose due to
cyclical of irregular fluctuation. During regime – II, i.e. after the adoption of land reform
policy in West Bengal, it is found that the fluctuation from the growth path in productivity in
total food grain amounted to 48% and it was lower than the previous regime. The year to
year fluctuation out of fluctuation in total variation was 83%, so rest 17% fluctuation arose
due to cyclical or irregular fluctuation. Therefore it is observed that after the adoption of
land reform policy in Bengal the productivity in total food grain was much stable as compared
to the pre land reform regime. It is also noticed that the length of the cycle in productivity
decreased in comparison to the previous regime. Now, during the regime – III, it is found
that the fluctuation in total variation as well as year to year fluctuation in productivity in total
food grain increased as compared to the previous regime. Thus, the productivity in total
food grain was more unstable as compared to the previous regime. It is also observed that
during this regime the length of the cycle in productivity in total food grain marginally
decreased.

Table – 1.1 : Growth in productivity in total foodgrain for  the district of Midnapur
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Table – 1.2 : Nature and extent of fluctuation in productivity in total foodgrain for  the
district of Midnapur

Figure – 1.a : Growth in productivity in total foodgrain for  the district of Midnapur

Bankura District:

Table 1.3 represents the growth rate in productivity in total food grain for the district
of Bankura. In Bankura, the growth rate in productivity in total food grain was 3.92% since
1960-61 to 2014-15 and it was significant at 1.22E-25 level of significance. During regime –
I (1960-61 to 1964-65), it is observed that the growth rate in productivity in total food grain
was 2.72% and it was significant. During regime –II (1968-69 to 1980-81) i.e. during the pre
land reform regime, the growth rate in productivity in total food grain was 1.11% but this
growth rate was insignificant. Thus, during the pre land reform regime, it is noticed that the
growth rate in productivity was very low. After the adoption of land reform policy in West
Bengal i.e. during the regime –III (1983-84 to 1996-97) it is found that the growth rate in
productivity in total food grain increased from 1.11% to 7.16% and it was highly significant.
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Now, in recent years i.e. during regime –IV (1996-97 to 2014-15), it is noticed that the
growth rate in productivity decreased significantly from 7.16% to 1.89%. The difference
between two sub periods growth rate was also significant.

Nature and extent of fluctuation in productivity in total food grain for the district of
Bankura is represented in table 1.4. In Bankura, during the full period (1960-61 to 2014-15),
the fluctuation from the growth path amounted to 20%, this fluctuation from the trend arose
due to four types of fluctuation, due to year to year fluctuation, due to break in trend,
cyclical or irregular fluctuation. The year to year fluctuation out of fluctuation in total variation
amounted to 81%, so rest 19% fluctuation arose due to break in trend, due to cyclical or
irregular fluctuation. During regime –I (1960-61 to 1964-65) it is observed that the fluctuation
in total variation amounted to 90% and out of this fluctuation in total variation year to year
fluctuation was 78%, so the rest percentage fluctuation arose due to cyclical or irregular
fluctuation. During regime –II (1968-69 to 1980-81), it is estimated that the fluctuation in
total variation as well as year to year fluctuation increased as compared to the previous
regime. Therefore, we can say that the productivity in total food grain was more unstable in
comparison to the previous regime. It is also noticed that the length of the cycle decreased
during this period in comparison to the previous period. During regime –III i.e. after the
adoption of land reform policy in West Bengal, the fluctuation in total variation decreased
from 96% to 27%. Thus the productivity in total food grain was very much stable after the
adoption of land reform policy. Now, during regime –IV (1996-97 to 2014-15), it is noticed
that the productivity in total food grain was more unstable in comparison to the previous
regime, because fluctuation from the growth path in productivity in total food grain increased
during this period from 27% to 81% in comparison to the previous regime.

Table – 1.3 : Growth in productivity in total foodgrain for  the district of Bankura
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Table – 1.4 : Nature and extent of fluctuation in productivity in total foodgrain for  the
district of Bankura

Figure – 1.b : Growth in productivity in total food grain for  the district of Bankura

Purulia District:

In the district of Purulia ( Table 1.5), it is observed that the growth rate in productivity
in total food grain during the whole period (1960-61to 2014-15) was 2.90% and it was
significant at 9.39E-18 level of significance. During regime –I (1960-61 to 1981-82), i.e.
during pre land reform regime, it is observed that the growth rate in productivity in total
food grain was minimum (0.36%) and this growth rate was insignificant. During regime –II
(1983-84 to 2000-01), it is noticed that the productivity in total food grain significantly
increased from 0.36% to 1.97%. Thus, after the adoption of land reform policy in West
Bengal the performance of growth in productivity was very impressive. The difference between
two regimes growth rate was significant. Now, during regime –III (2001-02 to 2014-5), i.e.
in the recent years, it is estimated that the productivity in total food grain was negative (-
0.53), although this negative growth rate was also not significant.  The difference between
two regimes growth rate was also insignificant.
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Table 1.6 represents the nature and extent of fluctuation in productivity in total food
grain for the district of Purulia. In Purulia, it is found that during the whole period (1960-61
to 2014-15) the fluctuation in total variation in productivity in total food grain amounted to
0.1730(50%) and out of this fluctuation year to year fluctuation was 63% so the rest percentage
fluctuation arose due to partly break in trend, partly cyclical or irregular fluctuation. During
regime –I (1960-61 to 181-82) i.e. during the pre land reform regime, it is estimated that the
fluctuation in total variation amounted to 99% and out of this fluctuation year to year
fluctuation was 83%, so the rest percentage fluctuation arose due to partly cyclical or partly
irregular fluctuation. After the adoption of land reform policy in West Bengal i.e. during
regime –II (1983-84 to 2000-01), it is found that fluctuation from the growth path amounted
to 81%, it was lesser than the previous regime. Therefore, in this regime productivity in total
food grain was more stable in comparison to the previous regime. During this regime the
length of the cycle in productivity in total food grain decreased as compared to the previous
regime, so the cycle in productivity in total food grain occurred more frequently as compared
to the previous regime. During recent years i.e. from 2001-02 to 2014-15, it is observed that
the fluctuation in total variation increased near about 19% as compared to the previous
regime and the length of the cycle also increased during this regime in comparison to the
previous regime. It is also evident that productivity in total food grain was more unstable and
cycle in productivity in total food grain occurred less frequently as compared to the previous
regime.

Table – 1.5 : Growth in productivity in total foodgrain for  the district of Purulia
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Table – 1.6 : Nature and extent of fluctuation in productivity in totalfood grain for  the
district of Purulia

Figure – 1.c: Growth in productivity in totalfood grain for  the district of purulia

V. Conclusion

In the district of Bankura the growth rate (3.92%) in productivity in total food grain
was higher in comparison to the other two districts (Midnapur and Purulia) of West Bengal
during the whole period. During the pre land reform regime, it is observed that the growth
rate in productivity in total food grain was not impressive in the districts of Midnapur, Bankura
and Purula also. It is notable that in the districts of Midnapur and Purulia the growth rate in
productivity was less than one percent. After the adoption of land reform policy in West
Bengal the growth rate in productivity increased significantly in three districts (Midnapur,
Bankura and Purula) of West Bengal, during this period the growth rate in productivity was
very impressive. During the recent years, it is found that the growth rate in productivity
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decreased significantly in the district of Midnapur and Bankura. In Purulia, during this period
the growth rate in productivity was negative although this negative growth rate was
insignificant.

Fluctuation is measured by the fluctuation form the growth path (fluctuation in total
variation), fluctuation in total variation arose due to four types of fluctuation , namely, break
in trend, year to year fluctuation, cyclical or irregular fluctuation. During the whole period
(1960-61 to 2014-15), it is observed that the fluctuation in total variation was lower in the
district of Bankura as compared to the other two districts (Midnapur and Purulia) of West
Bengal. Therefore, the productivity in total food grain was more stable in the district of
Bankura in comparison to Midnapur and Purulia districts. It is also observed that the length
of cycle was lesser in Bankura district in comparison to the other two districts (Midnapur
and Purulia) of West Bengal. Thus cycle in productivity in total food grain occurred more
frequently in Bankura than the Midnapur and Purulia districts. During post land reform
regime the fluctuation in total variation decreased in the three districts (Midnapur, Bankura
and Purulia) of West Bengal as compared to the pre land reform regime. So the productivity
in total food grain was more stable after the adoption of land reform policy in West Bengal.
It is also observed that the cycle in the productivity in total food grain occurred more frequently
during the post land reform regime.
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UNDERSTANDING THE DIMENSIONS OF
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Abstract

Though the government has been implementing various schemes for reducing the
vulnerability to poverty, it may be of little use for the people that are not ‘reported’ to be
poor in the ‘official’ estimates. Hence, the present study aims to address ‘identification of
the poor and vulnerable’ which is the most basic and first step to help the poor and vulnerable
to come out of the poverty trap. In addition to this, though the socio – economic caste
census (SECC) is in the process of identifying the poor and vulnerable households on the
basis of their residential, occupational and social vulnerabilities, the poor households have
to go through various other vulnerabilities. Hence, the study aims to identify them on the
basis of all those vulnerabilities along with the ones used for the SECC.

Using quantitative data, collected from 600 notified and non – notified slum dwellers
staying in Pune city, an attempt has been made to understand their vulnerability to poverty
and suggest context – specific measures to get out of poverty.

While framing policies for the non – notified slum dwellers and recent migrants, the
focus should be on tackling the residential vulnerability and vulnerability with respect to
the access to basic services. Moreover, importance should also be given to tackling the
occupational vulnerability and vulnerability with respect to the health care, social security,
and specifically the asset ownership and social networks at village in case of both the
notified and non – notified slum dwellers. Finally, poverty being a dynamic phenomenon
there has to be a periodic monitoring of the living conditions of the poor and the welfare
entitlements should be provided accordingly.
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I.Intr oduction

‘The extent of poverty in today’s world is unacceptable. The reason that the world
does not erupt in dissent is because a huge amount of intellectual effort goes into making it
appear acceptable’ (Basu 2010).

Poverty is a curse upon humanity. Though the national and international agencies
have been striving hard to break the shackles of poverty, it continues to remain a major
problem.

It is mainly because the history of poverty lines in India is a case study in the interaction
of science and politics, with political discussions often claiming a scientific basis, sometimes
with justification, more often without (Deaton and Kozel 2005). In addition to this, it is not
just the absolute lowness of the poverty line that attracts criticism, it is this lowness in relation
to the ordinary, everyday meaning one attaches to the term ‘poverty line’ and what that term
is commonly intended to convey. Hence, though the ‘resolution’ frequently resorted to is to
employ the language of a ‘poverty line’ to suggest that income is a means to an end (that of
escaping deprivation in functionings’ space), in practice, income ends up being employed as
an end in itself (Subramanian 2014). Hence, poverty should be viewed as the deprivation of
basic capabilities rather than merely as a low level of income or only in terms of the failure to
meet the ‘basic needs’ of specified commodities (Sen 1992). Finally, using the capability
deprivation approach should not imply that we abandon the income approach completely;
rather, both approaches should complement each other (Son 2011).

The urban poor are subject to market risks and it is impossible to cover that risk due
to their poor economic situation. Hence they continue to face various problems like low
levels of literacy, lack of ownership of assets and proper housing, access to basic services,
decent employment, ill health, etc. Furthermore, lack of social protection mechanisms may
increase their vulnerability to poverty. So, Gupta et al. (2014) have created an ‘Empowerment
line’. It is an estimate of the minimum economic cost for a household to fulfil eight basic
needs: food, energy, housing, drinking water, sanitation, healthcare, education, and social
security. It was found out that 56% of India’s population, i.e. 680 million Indians, (in contrast
to 29.5% of BPL population as given by the Rangarajan committee) lacks the means to meet
these essential needs.

Poverty by itself imposes a heavy tax on one’s cognitive abilities (Mani, Mullainathan,
Shafir, and Zhao 2013; Oommen 2015). This ‘cognitive tax’ in turn can lead to economic
decisions that perpetuate poverty (Oommen 2015).



39

Though the government has been implementing various schemes for reducing the
vulnerability to poverty, it may be of little use for the people that are not ‘reported’ to be
poor in the ‘official’  estimates. Rather, after counting the number of poor one has to go a
step ahead and identify the poor as there has been acrimonious discussion in India about how
many are poor, but not on the more important issue of who the poor are and how they are
being identified (Saxena 2015). Further, the measures of who is poor now are imperfect
guides to who will be poor next year, yet it is the latter that is relevant for public policies that
aim to reduce poverty. Hence, the solution is to identify those who are vulnerable to poverty
(Zhang and Wan 2008; Haughton and Khandker 2009).

Therefore, the present study aims to address ‘identification of the poor and vulnerable’
which is the most basic and first step to help the poor and vulnerable to come out of the
poverty trap. In addition to this, though the SECC is in the process of identifying the poor
and vulnerable households on the basis of their residential, occupational and social
vulnerabilities, the poor households have to go through various other vulnerabilities. Hence,
the study aims to identify them on the basis of all those vulnerabilities along with the ones
used for the SECC. Though this study has not made an attempt of providing an accurate
estimate of the poor and vulnerable people, it tries to identify the background characteristics
that are highly essential for identification of the poor and vulnerable people. Further, adopting
a multidimensional approach for identification of the poor and vulnerable is indispensable
particularly in India due to its socio – economic, cultural and ethnic diversities.

II.Methodology

Pune city was basically selected for primary data collection due to its economic growth
which has resulted in considerable growth of slums over the years. Equal proportion sample
has been considered for comparing the situation of non – notified slum dwellers with the
notified ones. Hence, primary data has been collected from 300 notified and non – notified
slum dwellers each from March to September, 2015. Further, snowballing technique has
been used for primary data collection as prior identification of the non – notified slums is not
always possible.

The information regarding the ward wise notified and non – notified slums’ population
of Pune city was collected from the PMC’s office. With the help of this data, the sample size
to be covered from each administrative ward of the city has been computed. The method of
proportionate stratified sampling has been used for the determination of sample size. In case
of the proportionate stratified random samples, the sample strata use the same sampling
fraction, i.e. have the same proportion of cases, as the population strata from which the cases
are sampled. This method of sampling is important in generalizing sample results back to the
population sampled because it ensures that no stratum in the combined sample has undue
influence on the overall results of the study (McTavish and Loether 2002). Hence, if the
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percentage of ward wise population to total slum population is 4.9, in case of the non –
notified slums of Hadapsar ward, fifteen out of the 300 households would be selected for
primary data collection from that ward.

Since a sample has to be a proper representative of the population all administrative
wards of the city were selected for the purpose of data collection. For selection of notified
and non – notified slums, information regarding names of the slums along with the population
was collected from the PMC’s office. All the information obtained from the PMC’s office
was updated up to the year 2009 – 10. In addition to this, the Spatial Slum Information
available on the website of Shelter Associates was used for the selection of slums.

III.Results and Discussion

Socio – economic and demographic profile of slum dwellers

‘As the face of urban poverty changes at the state level, differences are stark amongst
cities as well as within a city’ (Agarwal, Taneja and Patra 2006). Hence, it is highly important
to understand the living conditions of the poor and vulnerable staying in the Pune city.

                           Table 1: Category by type of slum

                         Note: 1) Figures in bracket indicate percentage
                                    2)  Pearson chi2 (5) = 25.6936   Pr = 0.000

                                                Source: Primary data
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A higher proportion of the non – notified slum dwellers staying in Pune city (47.74)
belong to SC category and the results are highly significant. Most significantly, the biggest
divide in poverty is not based on region or gender but on caste and religion; everywhere
across the country the SC, ST and Muslims are worse off than all other groups (Shah and
Lerche 2015).

A higher proportion of the non – notified slum dwellers (36.88) have been found out
to be recent migrants vis – a – vis the notified ones (24.5). Recent migrants are considered to
be the households that have migrated 20 years ago to the city. Majority of the households
have migrated either from the rural areas of Pune district or from the drought – prone districts
of Maharashtra. Since a higher proportion of non – notified slum dwellers are found out to
be recent migrants, they may find it difficult to survive in the city without their friends or
relatives. Hence, a higher proportion of these dwellers (58.75) had friends or relatives in the
city prior to migration in comparison to the notified slum dwellers (39.07).

The age dependency ratio is calculated by dividing the population 0 – 14 years and
65 years and older by the population that is in the 15 – 64 year age group. Since this age
dependency ratio (40.0973) is a combination of child and old age dependency ratio, it can be
disaggregated further to compute separate dependency ratios. The separate dependency ratios
would help us to get an idea of the age pattern of the dependents. The child dependency ratio
(33.97) is found out to be more than 5 times of that of the old age dependency ratio (6.13)
which could be because generally the elder members stay in the village and younger ones
migrate to the cities. Further, the ‘economic’ dependency ratio (128.855) has revealed that
the ‘actual’ number of dependents is much higher than what has been found out by the age
dependency ratio. It is calculated by dividing the actual number of dependents by the actual
number of earners in the sample. Interestingly, fertility rate is found out to be having a
negative impact on the choice of school. Hence, as the number of children goes up to three
and above a higher proportion are found out to be going to public school. Otherwise they go
to private school.

According to the head count ratio (HCR), the number of below poverty line (BPL)
households is slightly higher in case of the non – notified slum (11) vis – a – vis the notified
slum (9.67). However, since the HCR has serious limitations as a poverty index, poverty gap
index (PGI) and squared poverty gap index (SPGI) have also been computed. Moreover,
even the value of these two indices is slightly higher in case of the non – notified slum
dwellers in comparison to the notified ones. The level of expenditure inequality faced by the
notified slum dwellers is higher than the non – notified slum dwellers. The value of Gini
coefficient is found out to be 0.276 and 0.228 in case of the notified and non – notified slum
dwellers respectively. Hence, poverty instead of inequality seems to be a major concern in
case of the non – notified slum dwellers (unlike the notified ones). In addition to this,
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expenditure inequality might be considered as a better measure instead of income inequality
as there is a greater chance of misreporting in case of income.

A significant number of slums in any city remain non – notified and the vulnerability
in such slums is usually more acute than the notified ones (Agarwal et al. 2006). Further, the
percentage of slums lacking facilities considered necessary for a decent urban life was higher
in non – notified slums in comparison to the notified slums (National Sample Survey Office
[NSSO] 2013). In accordance with the literature, when the socio – economic and demographic
profile is taken into consideration, the non – notified slum dwellers staying in Pune city are
found out to be in the worse condition in comparison to the notified ones. On the basis of this
background, it would be interesting to examine the extent of difference between these two
types of slum dwellers with respect to their vulnerability to poverty.

IV .Dimensions of Vulnerability to Poverty

The realities of the poor are local, diverse, often complex and dynamic. However,
our views of the realities of the poor, and of what should be done, are constructed mainly
from a distance, and can be seen to be constructed mainly for our convenience (Chambers
1995).

‘Household vulnerability to poverty is affected by, and affects, vulnerability in other
dimensions and levels, such as the vulnerability of a country or region to natural hazards and
macro – economic shocks’ (Naude, Santos – Paulino and McGillivray 2008). Hence, a clear
sense of the causes of vulnerability to poverty is needed if one is to craft successful policies
to combat it (Haughton and Khandker 2009).

Asset ownership and social networks at village, health care, access to basic services,
social security, food security and corruption and harassment have been incorporated as essential
dimensions of vulnerability. In addition to these, the three sources of vulnerability given by
the SECC, namely residential, occupational and social, have also been taken into consideration.
However, it is important to note that these are very basic dimensions and do not form a
complete enough list.

Various indicators have been used for the computation of indices of these dimensions
of vulnerability (see Appendix A). The methodology used by Sathe, Klasen, Priebe, & Biniwale
(2013) has been followed for the computation of the indices. For each household and each
indicator, there are multiple responses and a score has been given for each response starting
from zero. The score of zero has been given to a worst response and one has been given to
a best response. In case of indicators having more than two responses, the other options
would lie in – between the worst and best response and have been scored accordingly. For
instance, in case of the indicator type of house, the response kutcha house gets a score of
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zero, pucca house gets a score of 1 and the response semi – kutcha house lies in – between
the two and has been given a score of 0.5. Hence, all the indicators are equally weighted. In
this manner, for every indicator, a score would be obtained. When all these scores are added
up, the individual score for the household would be obtained. Then the maximum score for
each household has been calculated by adding up the highest possible score for each indicator.
The percentage of the household’s individual score to the maximum score gives us the
individual index values in case of all the dimensions of vulnerability. The percentage of
households vulnerable to poverty has been computed as the opposite of the index value
multiplied by 100. For instance, the index value of 0.25 indicates that the percentage of
households vulnerable to poverty is 75 (1 – 0.25 = 0.75; 0.75 * 100 = 75%).

Furthermore, a composite index constructed from numerous indicators may not be
viewed as desirable, given that each indicator reflects a different dimension of wellbeing.
While a single composite index may have the virtue of being simple, measuring and monitoring
deprivation separately is more useful for policy making (Son 2011). Hence, instead of clubbing
all the dimensions into an aggregate index separate indices have been developed for all the
dimensions of vulnerability.

There is a marked difference between the notified and non – notified slum dwellers
with respect to only two dimensions of vulnerability viz., residential vulnerability and access
to basic services. However, 50% of the notified and non – notified slum dwellers are vulnerable
to poverty when occupational vulnerability, health care and social security are taken into
consideration. Furthermore, as high as 75% of the notified and non – notified slum dwellers
are vulnerable to poverty with respect to asset ownership and social networks at village.
Hence, only 25% of the dwellers can fall back upon the social networks and assets owned at
village in case they are unable to make up / survive in the city.

Since there is a significant difference between the notified and non – notified slum
dwellers with respect to the residential vulnerability and access to basic services it would be
better to analyze the indicators, which have a significant influence and are used in the
computation of the two indices, in order to be able to understand the reasons for differences
between the two types of slum dwellers. An indicator – wise analysis of the residential
vulnerability index shows that a higher proportion of non – notified slum dwellers stay in
kutcha houses, use electricity on rent, and have faced eviction / demolition and theft in the
past. Similarly, an indicator – wise analysis of the dimension access to basic services shows
that a much higher proportion of the notified slum dwellers have own taps. Moreover, it is
only the non – notified slum dwellers that have to practice open defecation and only 15% of
them have own toilets. Further, a higher proportion of the non – notified slum dwellers use
common and detached bathroom and they have to pay a higher price for the usage of
community toilet and bathroom. The proportion of non – notified slum dwellers not having
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a ration card is double than that of the notified ones. This may increase their vulnerability to
poverty to a great extent as they get exposed to open market prices. This is because they
would have probably bought subsidized food items if they had a ration card. Rather, even in
case of the non – notified slum dwellers that have a ration card, a higher proportion of them
do not have fair price shop (FPS) closer to their house. Finally, a higher proportion of these
non – notified slum dwellers had to pay to an agent to get the ration card.

The percentage of households vulnerable to poverty is presented separately for notified
and non – notified slum in Figure 1.

Figure 1: Percentage of households vulnerable to poverty by type of slum

Note: The percentages of households vulnerable to poverty are median values for both types
of slum.Source: Primary data

To summarize, the non – notified slum dwellers obviously turn out to be highly
vulnerable to poverty in comparison to the notified ones at least with respect to residential
vulnerability and access to basic services. Since type of slum has a significant impact on these
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two dimensions of vulnerability, it would be interesting to find out which other factor/s is /
are having a substantial influence on these dimensions.

The index values of the two dimensions have been used as dependent variables. In
case of residential vulnerability, the factors that may have an influence on it are type of slum,
head of the household, category, recent migrants and food expenditure out of the total
expenditure. All independent variables except the last one (food expenditure out of the total
expenditure) are dummy variables. So, the variable type of slum takes the value of 1 if it is
non – notified; 0 otherwise, the variable head of the household takes the value of 1 in case it
is headed by female; 0 otherwise, the variable category takes the value of 1 if it is SC, ST, VJ,
NT; 0 otherwise, and finally the variable recent migrants takes the value of 1 in case the
households have migrated 20 years ago; 0 otherwise. It may be hypothesized that the non –
notified slum dwellers, female headed households, households belonging to SC, ST, VJ, NT
category and recent migrants face a higher level of residential vulnerability. Similarly,
households that have to spend more on food out of the total expenses might be facing higher
level of vulnerability.

Table 2 presents results of the following regression model:

Residential vulnerability index = á0 + á1 Type of slum + á2 Head of the household + á3 Category
+ á4 Recent migrants + á5 Food expenditure out of the total expenditure + ì

Table 2: Determinants of residential vulnerability index

Source: Primary data

The value of adjusted R2 is found out to be 0.1911 which means that 19.11% of the
variation in the residential vulnerability index can be explained by the independent variables.
The variables type of slum and recent migrants have a highly significant and negative impact
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on the residential vulnerability index. Hence, the value of residential vulnerability index declines
by 0.12 and 0.04 units for non – notified slum dwellers and recent migrants respectively
which means that the vulnerability faced by both the groups increases. Therefore, as had
been expected on the basis of literature, the non – notified slum dwellers’ vulnerability turns
out to be more acute than the notified ones. Furthermore, Gupta and Mitra (2002) show that
the incidence of poverty is highest among those who migrated between 1 – 5 years, and
lowest among those who have been in Delhi for 12 – 15 years.

Though the variables head of the household and category have a negative impact on
the residential vulnerability index it is not significant. It might be because of the low sample
size of female headed households and households belonging to SC, ST, VJ, NT category out
of the total sample size.

In case of access to basic services, the factors that may have an influence on it are
type of slum, head of the household, category, recent migrants and help from a politician of
any form. All the independent variables are dummy variables. So, the variable help from a
politician takes the value of 1 in case the households have received it; 0 otherwise. It may be
hypothesized that the non – notified slum dwellers, female headed households, households
belonging to SC, ST, VJ, NT category and recent migrants face a higher level of vulnerability
with respect to access to basic services. Similarly, the households that have not received any
help from the politician in the past might be facing higher level of vulnerability.

Table 3 presents results of the following regression model:

Access to basic services index = á0 + á1 Type of slum + á2 Head of the household + á3 Category
+ á4 Recent migrants + á5 Help from politician + ì

Table 3: Determinants of access to basic services index

                              Source: Primary data
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The value of adjusted R2 is found out to be 0.1478 which means that 14.78% of the
variation in the access to basic services index can be explained by the independent variables.
As has been observed in case of the residential vulnerability index, the variables type of slum
and recent migrants have a highly significant and negative impact on the access to basic
services index. Hence, the value of the index declines by 0.05 and 0.03 units for the non –
notified slum dwellers and recent migrants respectively which means that the vulnerability
faced by both the groups increases. As has been discussed earlier, though the variables head
of the household and category have a negative impact on the access to basic services index it
is not significant which could be because of the low sample size. Similarly, the variable help
from politician has a positive impact on the index as expected. Rather, it has been widely
reported that security of tenure as well as the acquisition of basic community facilities (eg:
safe water supply, latrines, electricity) are usually acquired through informal political networks
and are often the result of political patronage especially at the time of elections (Singh and
De Souza 1980). However, the impact is again not significant may be because of the low
sample size of households, which have received help from the politician, out of the total
sample size. It is also possible that though the households have received help from the politician,
especially during elections, they may not report it out of fear.

These regression models have also been tested in stata to find out the presence /
absence of heteroscedasticity and multicollinearity. The Ramsey RESET test confirms the
absence of heteroscedasticity and there is no multicollinearity in the model since the value of
Variance Inflation Factors (VIFs) is less than ten.

V.Limitations

The sample size could have been more than 600 households as larger the sample size
more accurate the results are likely to be. Some other peculiarities of the poor could also be
studied like understanding the problems faced (for instance, working poverty) and the tactics
adopted to overcome it (renting out the houses provided by the government and returning
back to the slum) by the resettled households. Instead of analyzing the overall living conditions,
an in – depth analysis of specific variables like the pattern of food consumption and the
adjustments made to it due to the lack of affordability (for instance, curtailing the consumption
of chicken and mutton and eating eggs and preferring dal most of the times instead of
vegetables) can also be of great use for formulating specific policies. Finally, since this is a
cross – sectional study nothing can be said about the increase or decrease in poverty or
vulnerability to poverty over time but one can get an idea about the current living conditions
of the slum dwellers staying in Pune city.
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VI. Conclusion and Policy Implications

There have been innumerable studies that have tried to identify the most vulnerable
groups. Furthermore, the concerned departments of the government have also been spending
huge amounts on identifying the BPL population. However, it may be a ‘national shame’ that
even after 71 years of independence we could not identify the needy.

In this study, an attempt has been made to identify and quantify the causes of
vulnerability to poverty in addition to the ones given by the SECC. Further, the demographic
and socio – economic profile of the slum dwellers has also been presented.

The non – notified slum dwellers are found out to be in the worst position with
respect to various indicators in comparison to the notified ones. The poor people are found
out to be making various adjustments to their lives to get out of the poverty trap.

The study suggests following policy directives to bridge the gap in development
planning and program implementation:

The urban poor should be registered first so as to enable them to take advantage of
the government schemes.

There is a need to define slums in a ‘measurable’ way instead of a ‘subjective’ definition.
It is mainly because the government may not ‘declare’ a slum irrespective of the living
conditions of the slum dwellers like lack of ventilation, overcrowding, etc. due to the
subjectivity of the definition.

Just as the rural poor are provided employment during the lean period through National
Rural Employment Guarantee Act (NREGA), the urban poor, especially the construction
workers, should be provided alternative employment opportunities during the rainy season.

It was found out that though community toilets were available in majority of the
slums, the children had no choice but to practice open defecation. Further, a hole had been
made near the drainage plate so that the children can defecate over there but it may result
into spread of diseases. So, some facility has to be made in all the Community Toilet Blocks
(CTBs), specifically for the children who cannot control and wait in a queue to go to the
toilet, just as has been done in some slums. For instance, there is a separate facility for
children in the CTB at Sanjay Gandhi Vasahat, Erandwane. Further, a CTB at More Shramik
Vasahat, Erandwane has a baby channel for children less than 5 years of age.

Since poverty turns out to be a major concern in case of the non – notified slum
dwellers and inequality in case of the notified slum dwellers, both types of slum dwellers
would require different sets of policies. Moreover, while framing policies for the non – notified
slum dwellers and recent migrants, the focus should be on tackling the residential vulnerability
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and vulnerability with respect to access to basic services. Moreover, importance should also
be given to tackling the occupational vulnerability and vulnerability with respect to health
care, social security, and specifically asset ownership and social networks at village in case of
both the notified and non – notified slum dwellers staying in Pune city.

In order to tackle residential vulnerability, certain square feet should be ensured for
every family in the slum itself.

Some changes should be made to the policies according to the needs of the poor. For
instance, a respondent staying in Ramtekdi, Hadapsar had been given a house in a building
built by Slum Rehabilitation Authority (SRA) which was very close to their slum. However,
she said that she won’t be able to resettle due to a very genuine problem. She explained that
since we earn a monthly income of only around Rs. 2,500 we cannot afford to purchase a gas
cylinder. She added further that currently we can cook our food on hearth in the slum, but
once we shift to the new building how we can cook the food! Even in case of many other
slum dwellers, that have Liquefied Petroleum Gas (LPG) for cooking food but use hearth
mainly for boiling water, this challenge remains unresolved.

Poverty being a dynamic phenomenon there has to be a periodic monitoring of the
living conditions of the poor and the welfare entitlements should be provided accordingly.
For instance, the households having a yellow colored ration card may not be fulfilling the
criteria required to get the card anymore like having an annual income of up to Rs. 15,000.
Hence, the ration cards of the households should be changed periodically in accordance with
the differing living conditions. There is also a need to review the criteria that had been set to
issue the ration cards with changing times. For instance, there has to be an upward revision
of the total annual income limit from time to time.

Finally, until large differentials in earning opportunities between cities and rural areas are
reduced, the rural poor will continue to migrate and prick the conscience of the urban elite.
Hence, for eradicating urban poverty we have to speed up rural development (Jagannathan
and Halder 1989). In addition to this, for reduction of urban poverty one has to realize the
importance of urban employment measures instead of seeking its solution only in terms of
the rural employment programs (Mitra 1992). Hence, though the rural development programs
are highly essential to curb the future generation of urban poverty, the policies suggested
above are also indispensable especially to remove the poor people (already residing in the
city) out of the pool of poverty.
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WOMEN’S WORK IN INDIA

Arpita Bhowmick 1

Abstract

The paper seeks to examine the trend and pattern of women’s employment at the all-India
level during 1983 to 2011-12. The women of the rural and urban areas have been experiencing
continuous fall in their rates of work force participation over the years. Notably, enrolment
in educational institutions and engagement in domestic duties appeared as the most important
activities for the out of labour force women in rural and urban India, respectively. It can be
concluded from our econometric analysis that the income effect played a deterministic role
behind greater work force participation for the females. Further, the industries dominated
by female employment have been manufacture of textiles and wearing apparels and
educational services in the year 2011-12. Owing to the methodological discrepancies arising
in the context of employment data for the year 2017-18, we looked into the female employment
scenario, in a different section, with reference to the data available in the recently published
report.It is seen thatthe Indian economy is characterised by the existence of significant
gender inequality and low rates of work force participation for the females both in the rural
and urban areas during 2017-18.

Key Words:WPR, Sectoral Division, Periodic Labour Force Survey, Gender Inequality.

JEL Classification: J16, J21, J70, C35, E24.

I. Intr oduction

The 1960s and early 1970s saw labour economists across the globe analyzing the
discrimination, segregation and segmentation resulting in different labour markets based on
gender.Discussions took place since mid-1970s to devise the effective mechanism such that
impediments faced by the women could be eliminated. In 1971, the Government of India
constituted a national committee to review the status of the women in India since the
independence. The committee (chaired by Phulrenu Guha) compiled evidences of gender
gaps in every sector and highlighted the inequalities that the women suffered in the spheres
of employment, health and educationand argued that the women must be integrated thoroughly
in the process of development. This approach of integrating women in the overall development
of the country came to be known as the ‘Women in Development’. It was obvious that this
integration could be accomplished by imparting education and training to the women and
also by providing them with sufficient employment opportunities such that they can move
into the market economy.

1 Research Scholar, Department of Economics, University of Calcutta,
Email: arpitabhowmick.ab@gmail.com

Artha Beekshan, Volume 28, No. 2, September 2019



57

Thus, the belief that growth by itself would take care of the problems of poverty,
inequality and unemployment was replaced by the theory of direct intervention for promoting
measures to deal with the socio-economic forces that marginalize women. In this context,
the report of the ‘Committee on the Status of Women in India’ (1974) became a landmark in
establishing the stark contours of the deprived condition of the Indian women. Since then,
the issues surrounding the women’s rights (mainly impediments faced by them in accessing
gainful employment opportunities) have taken on the shape of a debate. Hence, the debate
on women’s employment is not only a social or an economic issue, but an issue with very
deep political and cultural dimensions (Majumdar, 1983).

In order to formulate an idea about the developments that have taken place with
regard to the employment scenarios for the females in the Indian economy over the years the
data available from the NSSO surveys on employment and unemployment become handy.
Using such data, this paper highlights various aspects of female employment for the period
from 1983 to 2011-12. To provide some light on the scenario beyond 2011-12, we also
consider data available from the recently released report on Periodic Labour Force Survey
for the year 2017-18. The specific questions that we seek to answer are: (1)What have been
the trends and patterns of the employment for the females’ vis-à-vis the males at the All-India
level for the period 1983 to 2011-12?Does the trend differ in the year 2017-18?(2) Which
sectors are proving themselves as the major absorbers of the female workers? What lesson
can be learnt about women’s employment by extending our discussion to the 2-digit level of
industrial classification? (3) What have been the factors influencing women’s participation in
the work forcein India?

This paper is divided into 6 sections. Section II discusses the changing employment
scenario for women in the context of the quinquennial Employment/Unemployment surveys
of NSSO for the period 1983 to 2011-12. Section III makes us acquainted with the issues
being raised with regard to the PLFS data for the year 2017-18. Section IV contains brief
discussion on females’ employment scenarios as revealed by the PLFS data. The factors
determining the women’s work force participation has been identified in Section V. Section
VI concludes.

II. Changing Employment Scenarios for Women

The estimates obtained from the various rounds of NSSO showed a continuous
declining trend of WPR for the females in the rural areas during 1983-2012. In the rural
areas, the rate of work force participation for females has declined from 34 per cent in 1983
to 24.8 per cent in 2011-12. While a declining trend similar to the rural sector was also
observed in the urban sector but it was also seen that there has been certain cases of
improvement in WPR of urban women during 1983 to 1993-94and also during 1999-00 to
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2011-12. However, this marginal rise in the WPR of urban females has been addressed as
‘distress employment’by the scholars(Abraham, 2009; Himanshu, 2011). In addition to this,
there persists significant gender inequality with regard to work force participation both in
the rural and urban areas during the period 1983 to 2011-12. In fact, the male-female difference
with respect to WPR is more persistent in the urban areas compared to the rural areas in all
the years owing to greater involvement of urban women in domestic duties.Also, the work
force participation for the rural persons has throughout remainedabove their urban peers
across the various rounds of NSSO. For the first time in the year 2011-12, it is seen that rates
of work force participation has been higher for men of the urban areas compared to their
rural peers. There has also been a significant decline in the annual compound growth rate of
the workforce, in case of rural women only, between 1999-00 and 2011-12 as compared to
the period between 1993-94 and1999-00.
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The sectoral division of female worker in rural and urban areas is summarised in Table 2.

Table 2: Percentage Distribution of UPSS workers across the Broad Economic
Sectors: All-India

Source: Same as Table 1

The primary sector of the economy is witnessing continuous decline in the proportion
of workersengaged in its domain over the years and for the first time in 2011-12 the share of
employment in the farm sector went below 50 percentage point. At the all-India level,
women’sshare of employment in the farm sector has remained above their male counterparts
in all the years indicating that they are more prone towards unskilled employment. Thus, one
possible interpretation could have been that farming operations have been the mainstay for
women in all the years. Further, disaggregating farming operations up to 2-digit level helps
us to understand that,both in the rural and urban areas, women are mostly concentrated in
agriculture, hunting and related service activities as compared to forestry, logging and fishing
operations in all the years. Also, there has been a tendency among the males and female farm
workers to withdraw themselves from farming operations and move towards industry and
services in the recent years.
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Table 3: Percentage Distribution of UPSS workers within Agricultur e, Industry and
Services: All-India
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Souce: Same as Table 1

On the other hand, at the all-India level, the employment share of industry and services
has increased continuously and has reached 24.1 per cent and 27 per cent respectively in the
year 2011-12. The quinquennial marked between 1999-00 and 2011-12 showed the highest
compound annual growth rate of employment in industry and services for both the males and
females at the all-India level. Also, the annual growth rate of employment within the secondary
sector has been higher for the males as compared to the females between 1983 and 2011-12.
However, the reverse has taken place within the domains of the service sector.

While in the rural areas the female’s employment share in the secondary sector has
increased continuously over the years, it has declined in between the years 1993-94 and
1999-00 in urban areas. However, in 2011-12, 33.36 per cent of the urban females are found
working in industry as compared to 29.38 per cent in 1999-00. On the other hand, the
proportion of women working in the service sector has increased throughout the period
1983-2012 from 4 per cent and 37 per cent in 1983 to 8 per cent and 55 per cent in 2011-12
respectively in the rural and urban areas. Thus, the year 2011-12 has witnessed a 2-fold
increase in women employment share within the domains of industry and services in the rural
areas.
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Table 4: Annual Compound Growth Rate of Workers by Sex and Sector: All India

Source: Same as Table 1

During the year 2011-12, within the secondary sector, manufacturing and construction
is characterised to have higher concentration of female workers in the rural areas. Out of
total women workers employed in the secondary sector in rural India, 58 per cent were
engaged in activities related to manufacturing and 39 per cent were engaged in construction
related activities in 2011-12.In case of tertiary sector, the highest concentration of rural
women took place in trade followed by community, personal and social services in 2011-12.
On the other hand, among the urban women employed in industry and services, 86 per cent
are engaged in manufacturing and 64.2 per cent are working as community, personal and
social service workers (CPSS).

In the secondary sector, in both rural and urban areas, the industries dominated by
women across the years are manufacture of tobacco products, textiles, wearing apparels,
dressing and dyeing of fur. In the UPSS status, construction of utility projects like roads and
railways has also been dominated by rural women in 2011-12.In activities related to service
sector, rural women dominate in retail sale of food, beverage, tobacco, automotive fuel,
cultural and recreation goods and in educational services. On the other hand, the dominant
presence of urban women is seen in residential care activities, social work activities and in
activities of households as employers of domestic personnel.
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Table 5: Share of Women Workers in Top Five Industries in 2011-12- Rural UPSS

Source: same as Table 1
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Table 6: Share of Women Workers in Top Five Industries in 2011-12-Urban UPSS

Source: Same as Table 1

III. The Periodic Labour Force Survey (PLFS)

While the employment-unemployment surveys from NSSO have been the major
sources for assessing various aspects of employment over the years, the Task Force headed
by ArvindPanagariya(2017) argued that NSSO’s employment-unemployment surveys (EUS)
has ended up providing low-frequency data as they are conducted annually and are made
available at an interval of five years; as a result the data loses its reliability and desirability for
sound policy making. Thus, the need to develop a new data system replacing the existing 5-
year surveys which would address the issues of representation, periodicity and timeliness
was recently felt by the Task Force.

Following the recommendations of the Task Force and aiming at improving the global
compatibility and comparability of the employment estimates, MOSPI provided information
on the labour market parameters using Periodic Labour Force Surveys (PLFS) for the year
2017-18. The release of labour market statistics using PLFS showed the rate of unemployment
at its peak in the last 45 years. However, the government officials were unwilling to accept
such alarming rates of unemployment and they expressed their doubts regarding the
authenticity of the data gathered through the PLFS. Also, as the ‘Standing Committee on
Labour Statistics’, appointed to oversee the PLFS, introduced multiple changes in the
procedure of data collection, design and size of the sample and techniques of sample selection
and stratification (like, introduction of Computer Assisted Personal Interviewing Method
(CAPI), Rotational Panel Sampling Design for the urban areas and consideration of NSS
regions as the basis of forming the rural and urban stratum)the officials of Niti Aayog
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highlighted the issue of non-comparability of the PLFS data with the employment estimates
obtained from the QEUS of NSSO in the past years.However, the members of the statistical
agencies rejected the critical evaluations made by the government officials. Thus, the economy
was buzzing with the differencesin opinion and exchange of heated arguments amidst the
members of the statistical commission and the government officials regarding PLFS.
Nevertheless, it clearly appeared that the researchers and the policy makers would no longer
be able to provide long term oversights about the labour market from the current employment
statistics.

IV. Women’s Employment According to PLFS

The conclusions emerging with regard to the participation of women in the workforce
of the economy remained more or less the same irrespective of the differences aroused in the
context of the data generating methodology used by NSSO in the periodic labour force
surveys with the one used in the past EUS. In both the years – 2011-12 and 2017-18, it is
seen that the females in the rural and urban areas have recorded significantly low WPR as
compared to the males. As seen, the WPR for the males have exceeded above 50 per cent
while the same for females have remained below 20 per cent in both the years in the rural and
urban areas. Thus, both the surveys indicated at the presence of gender inequality in the
Indian labour market. Also, the rural-urban differences with regard to the female LPR and
WPR was visible in both the surveys with the rural women recording greater rates of
participation compared to their peers in the urban areas.

Table 7: Distribution of Persons (UPSS-PS+SS) in the Labour force and Work Force
of the economy in 2017-18: All India

Source:  Annual Report on PFLS 2018-19

As the distribution of workers across the three major economic sectors and the broad
status of employment are considered for the years 2011-12 and 2017-18, it is seen that, in the
rural areas, the primary sector has absorbed highest proportion of workers (55 per cent for
the males and 73.2 per cent for the females) followed by the secondary sector and tertiary
sector. In fact, the secondary and tertiary sectors have absorbed rural persons almost in equal
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proportion in the year 2017-18 (23 per cent for the males and 13 per cent for the females). It
must be noted that majority of these men and women in the rural areas are self-employed –
precisely, in the rural areas, 48 per cent of theseself-employed male workers are either own
account workers or employers and the females in greater proportion are engaged as unpaid
family helpers during 2017-18.

Table 8: Percentage Distribution of Persons (UPSS-PS+SS) across the various
sectors of the economy in 2017-18: All India

Source: Same as Table 7

Table 9: Percentage Distribution of Persons (UPSS-PS+SS) across the various modes
of employment in 2017-18: All India

Source: Same as Table 7

On the other hand, the employment share of the urban persons has been the highest in tertiary
sector and the lowest in the primary sector. Also, both the males and females of the urban
areasare engaged as regular workers in highest proportion (45.7 per cent among the males
and 52 per cent among the females) followed by self-employment and casual employment. It
must be noted here that, unlike the women in the rural areas, among the urban women
workers who are self-employed (35 per cent) nearly 23 per cent are working as own account
workers or employers.
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V. Factors Determining the Women’s Work Participation?

We discuss this issue using the unit-level data for the year 2011-12 (68th round) as
available from the EUS for that year as unit-level data from the PLFS for 2017-18 is yet to be
released. It may be noted here that the preference of a woman to participate in the work
force depends on the interplay of various socio-economic factors ranging from her household
and individual characteristics to her affiliation in a particular socio-religious community
(Majumdar, 2012; Neff, Sen and Kling, 2012; Neetha and Majumdar, 2011; Swaminathan,
2012; Sachar Committee Report, 2006; Rustagi, 2013). Aiming to identify such factors, we
have estimated a logit regression model. The detail of the empirical analysis is mentioned in
Appendix 1.

As seen from the odd ratios in Tables 10 and 11, both in rural and urban India, the
likelihood of work force participation for the females goes up with the increase in her age
(measured in years) and fall in the number of her household members implying that the non-
young women who are subjected to low burden of household work have shown greater
chances of work participation. Since the odds ratio for the poverty status dummy is seen to
be less than one and statistically significant so clearly we understand that the females who
belong to the poor households are compelled to participate in the work force in large numbersin
order to supplement the income level of their family that we designate as the ‘income effect’.

Further, it is seen that divorced women bears greater chances of work force
participation than the married or the widowed ones both in the rural and urban areas as there
is no one to look after which in turn impose a compulsion upon them to earn their livelihood
on their own. Also, lending credence to Becker’s human capital theory (1993),we see that as
a woman climbs up education ladder, her chances of participation in the workforce also rises
and amongst these educated ones those who have completed their post-graduation studies is
1.96 times (in the rural areas) and 6.22 times (in the urban areas) more likely to participate in
the work force than the non-educated ones. In addition to this, significantly greater likelihood
of female work force participation in households for which the major source of income has
been casual employmentadheres to ‘distress employment’. Also,owing to increased autonomy
and decision-making abilities in families where she herself is the head increases her chance of
participation in the work force.

Again, the estimated coefficients corresponding to the religious group and social
group dummies suggest that the women of the Hindu families and ST communitiesin the
rural areas have the highest probability of work force participation; while in the urban areas,
the women of the SC households and the Christian communities have greater likelihood of
work force participation than the non-SCs and non-Christians. However, as mentioned in the
Sachar Committee report (2006), our empirical results have also shown that women from
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the Muslim communities have low chance of work participation both in the rural and urban
areas. This could be explained in terms of their low levels of education and imposition of
higher young age dependency burden on them (Basant, 2007). Further, location of the
residence also plays an important role in determining the female work force participation and
so this factor has been controlled in our analysis. It is seen that, among the rural females,
those who reside in the Northern states have shown greater chances of work force participation
(because of the inclination of the north Indian women towards working as agricultural wage
labourer) whereas in the urban areas, her chance of work force participation goes up if she
resides in the Southern states of India.

VI. Conclusion

The methodological discrepancies arising in the context of the recent periodic labour
force surveys prevent us from providing long term oversights about the employment scenarios
for the females. Abiding by the norm of non-comparability between the current and past
surveys of NSSO, our study has highlighted the major findings about the employment
conditions for women separately for the current period. However, the conclusions emerging
with regard to the participation of women in the workforce of the economy remained more
or less the same. As indicated in our study, the Indian labour market is characterised by the
existence of significant gender inequality and low rates of work force participation for the
females both in the rural and urban areas in all the years.

Also, there has been a tendency among the male and female farm workers to withdraw
themselves from farming operations and move towards industry and services in between the
years 1983 and 2011-12. It is observed that the year 2011-12 has witnessed a 2-fold increase
in women employment share within the domains of industry and services in the rural areas.
As we disaggregate the sectors at 2-digit level for the year 2011-12, it is seen that the industries
dominated by women are manufacture of tobacco products, textiles, wearing apparels, dressing
and dyeing of fur. In addition to this, construction of utility projects like roads and railways
has also been dominated by rural women. In activities related to service sector, rural women
dominate in retail sale of food, beverage, tobacco, automotive fuel, cultural and recreation
goods and in educational services. On the other hand, the dominant presence of urban women
is seen in residential care activities, social work activities and in activities of households as
employers of domestic personnel. In the context of the PLFS data (2017-18), it is seen that,
the urban females in increasing percentage are seen getting employed in well paid regular
jobs particularly within the domains of the service sector; while the women in the rural areas
are engaged in agriculture as unpaid family helpers in maximum proportion.Also, in the
context of the recent survey, it has been seen that women’s access to regular jobs has increased
in recent times.
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Further, detailed evaluation of the results obtained from the econometric model that
was fitted to identify the determinants of work force participation for the females of the rural
and the urban areas helped us to conclude that these females are participating in the work
force out of compulsion and not by their choice. Also, it is true that women of the rural and
the urban areas, in higher proportion, are enrolling themselves in higher educational institutions
and achieving better grades; however they are seen standing in long queues seeking low
quality jobs. In fact, these educated middle-aged females have crossed the boundaries of
their households in order to meet the daily needs of their family members as their husbands’
income seems to be insufficient for meeting the daily necessities of the members of the family.

Again, as seen that the garment industry within the manufacturing sector appeared to
be female employment friendly in the different years, so, the Government must harp upon
setting new textile industries such that the employment opportunities for women gets
augmented. Also, the factors such as higher pay, home based work which is conducive for
female’s employment must be considered in the remaining industries as well aiming to improve
the overall WPR for the females in the Indian economy.
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Appendix 1

The dependent variable of our model (workf) has two categories – it assumes the value 1 if the
person participates in the work force and 0 otherwise. The relevant regressors are explained below:

a. age: This is the quantitative variable representing the age of a person in years.

b. hsize: It represents the total number of persons living in a single household.

c. landph: It shows the amount of land possessed by a person in hectares.

d. povstat: It represents the poverty status of the person; assumes the value 1 for non-
poor and zero for poor.

e. s1: it is the social dummy. It takes the value 1 for ST persons and 0 otherwise.

f. s2: it is the social dummy. It takes the value 1 for SC persons and 0 otherwise.

g. s3: it is the social dummy. It takes the value 1 for OBC persons and 0 otherwise

h. r1: it is the religion dummy. It takes the value 1 for Hindus and 0 otherwise.

i. r2: it is the religion dummy. It takes the value 1 for Muslims and 0 otherwise.

j. r3: it is the religion dummy. It takes the value 1 for Christians and 0 otherwise.

k. relh1: it assumes the value 1 if the person is the head of the family and 0 otherwise.

l. m2: it is the marital status dummy. Takes the value 1 for married and 0 otherwise.

m. m3: it is the marital status dummy. Takes the value 1 for widowed and 0 otherwise

n. m4: it is the marital status dummy. Takes the value 1 for divorced and 0 otherwise.

o. e6: it assumes the value 1 for persons who have completed primary education and 0
otherwise.

p. e8: it assumes the value 1 for persons completing who have completed secondary
education and 0 otherwise
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q. e9: it assumes the value 1 for persons who have completed higher secondary
education and 0 otherwise

r. e10:it assumes the value 1 for persons who have completed diplomas and 0
otherwise

s. e11:it assumes the value 1 for persons who have completedgraduation and 0
otherwise

t. e12: it assumes the value 1 for persons who have completed post-graduation anda b o v e
and 0 otherwise

u. states1: it assumes the value 1 for the North-Indian states and 0 otherwise.

v. htype1: takes the value 1 if the source of household income is self-employed in
agriculture; 0 otherwise.In case of urban areas, takes the value1 if thesource of
household income is self- employment and 0 otherwise.

w. htype2: takes the value 1 if the source of household income is self-employed inn o n -
agriculture; 0 otherwise (for rural areas). In case of urban areas, takesthe value1 if the
source of household income is regular employment and 0otherwise.

x. htype3: takes the value 1 if the source of household income is regular wage; 0
otherwise (for the rural areas). In case of urban areas, takes the value1 if thesou rce
of household income is casual employment and 0 otherwise.

y. htype4: takes the value 1 if the source of household income is casual labour in
agriculture; 0  otherwise

z. htype5: takes the value 1 if the source of household income is casual labour inn o n -
agriculture; 0 otherwise
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Table 10:Binary Logit Regression Result of Determinants of Female Work Force Participation
Rural India
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Table 11:Binary Logit Regression Result of Determinants of Female Work Force Participation
Urban India
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DEVELOPMENT  WITH DISPARITY

Biswajit Chatterjee*

Abstract

Economic development of nations has been characterised by  increasing disparity and
inequality across countries and between persons which has adverse consequences for social
order, peace and harmony, and questions of sustainability have cropped up in the informed
discussions.Whether such disparity has been the outcome of initial distribution of endowments
or of the growth process underway in capitalist economies are serious questions that social
scientists and policy makers face.This paper points to the analytical issues and the empirical
reality that pose threats to the inclusive development paradigm in the contemporary world,
including India.

Keywords :Inequality, Disparity, Inclusive Development

JEL Classification Codes: I32,O15, R 10.

I. Intr oduction.

Economic development of nations has been christened with the objectives of improving the
standard of living of its population, and ensuring justice and augmentation of welfare. It is
clear that such objectives, to be fulfilled, warrant a combination of growth with redistribution.
Both the components of this strategy is essential in the sense that without growth the size of
the pie to be distributed remains static , and without redistribution one cannot ensure justice
and improvements in welfare, which may constrain the process of economic growth in the
long run. Observed reality is that perfect enmeshing of these strategies are far from complete
and we find development in some sense to occur but with creation of disparities galore. We
need to reflect on why such puzzling results are parts of our life and also on how to counter
/tackle the problems of  disparity /inequality in the growth process. It may be noted that such
disparities are often outcomes of in-built diversity and heterogeneity of the Indian State, but
they are also driven by the type of development programmes and their implementation in
different states of India over the years. Needless to say, we are confronting the challenge of
reaching the landmark of nearly $5 trillion economy in the near future , along with being the
home of a high percentage of  world’s poor, and the top 1 % of the income earners occupying
about 26% of the national wealth in 2018.  Surely, the important example of development
with disparity in the contemporary world happens to be our Indian Economy aiming to
achieve also Sab Ka Sath Sab Ka Vikas.
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   Let us take the simple possible indicator of development , namely per capita income level.
There may be debates regarding the adequacy or otherwise of this simple indicator- and in
some sense, some of the objections are on justified grounds- yet  it is still an useful indicator.
To quote from Dutt(2014):”India’s per capita income was about Rs 64,000( for 2010),
which translates into approximately US$1400.This is considerably lower than  those of the
US (US$47,000) and Japan (US$43,000), or even Mexico (US$9,100),Brazil (US$10,700),
and China (US$4,400), and is close to the average for Sudan and Ghana.India is ranked
138, out of 190 countries listed by the World Bank...If we convert rupees into Purchasing
Power Parity (PPP) dollars [ to take account of differences in prices between
countries],India’s per capita income is US$3,400 ,compared with US$47,300  for the US,
US$34,600  for Japan, US$14,400   for Mexico, US$11,000 for Brazil and US$7,640 for
China., and closer to those for Guyana and Vietnam. India ranks 126 out of 181 listed
countries”. Clearly disparity exists in the level of development on the world scale, and within
India, between regions, between groups within a region, and above all between persons ,
disparity not only exists, but also assume accelerating proportions in some periods of Indian
history since independence. Lot of questions arise in this context of burgeoning disparity or
inequality- are these the outcome of initial differences in endowments or are there any reasons
for growth process not necessarily converging in our economy- due to domestic or external
influences? These are important questions that merit discussions among social scientists.
But to start with, let us briefly go back to the essence of the rationale of economic development
in backward or less developed economies

II. Development Economics

    The basic task of economic development is not only to improve the material conditions of
living of the people in a given society or region , and minimize or eliminate the deficiencies or
deprivations of material well being, but also to foster and promote the capabilities inherent in
human beings. How are the twin goals best achieved, whether the trade-offs that may exist
between multiple objectives could be minimized, and how governance of development
programmes in particular,  could be directed to the welfare and well being of the people—are
all debated extensively in the literature contributed by academic economists as well as by the
practitioners over the years .With shift in development paradigm from ‘growth only’ to ‘growth
with sustainable human development’, the canvas of development discourse has widened
considerably over the years, and it is now increasingly realized that efforts of development
administration to alleviate poverty through economic growth only , would be meaningless
unless it is accompanied by expansion of basic capabilities of the human beings in a given
society or region, and of the basic amenities that condition such capabilities, along with
explicit and efficient redistribution mechanisms.

DEVELOPMENT WITH DISPARITY
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Development Economics as a distinct sub-discipline of economic analysis began to take
shape in the 1950s, although the notion of economic progress of nations is as ancient as the
discipline of Economics itself . Adam Smith’s Wealth of Nations typifying the importance of
the interaction between social and economic factors for explanation of growth and opulence
of nations and the role of institutions like market-internal and external – in shaping growth,
welfare and justice of a progressive society can be viewed as a precursor of any modern
discourse of development and under-development of nations. As the subject grew, it
increasingly drew on the history of experience of some present-day developed nations and of
socialist countries to explore the possibility of economic regeneration and transformation of
so-called backward nations who attained political independence mostly after the Second
World War. However, the record of development of such backward nations, though somewhat
encouraging, has not fully lived up to the initial expectations and optimisms regarding the
speed and dimensions of change. The problem of poverty amidst plenty, and the associated
problems of malnutrition and hunger, unemployment, absence of social justice in many nations
pose serious challenges about the validity of the analysis and prescriptions of development
economics

    The second half of the 20
th 

century has witnessed significant surge in the literature on the
development in economies considered “poor” or “underdeveloped” in the 1950s.
Notwithstanding the discussions of the limits to growth, and the impact of growth on cultural
values and national wellbeing, the issues of distribution of income and inequality thereof ,
have been extensively discussed in the modern theories of economic development . In the
immediate post-war period, the focus was on rapid growth and industrialization (Rosenstein-
Rodan,1943;Mahalanobis,1963). Simon Kuznets (1955) had put forward his “inverted U
hypothesis”, that inequality first increases and then decreases as per capita income rises.
During the process of development, he visualized population shift (away from rural and non-
agricultural sectors) such  that, under certain assumptions, it  would lead to a temporary rise
in overall inequality. His famous conjecture about the (curvilinear) relationship between
inequality and development spurred an extraordinary amount of empirical research, but
Kuznets never intended to assert that inequality was a necessary condition of economic
takeoff. The 1960s and 1970s saw the culmination of concerns on the distributional
consequences of fast growth, led by the experiences of such countries as Brazil, where Fishlow
(1972) argued that distributional worsening may even have been such as to increase poverty
despite rapid growth. The Indian Third Five Year Plan also explicitly took on distributional
objectives. This was due to the realisation that  growth  per se might not benefit the poor
because of its adverse distributional consequences , and that active intervention was required
to manage the distributional consequences of growth processes . Much of the discussion of
“targeting” of transfers for poverty alleviation also originated from  this literature. The World
Bank’s (1990) World Development Report and the UNDP’s (1990) Human Development
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Report captured the consensus that  not only is growth necessary for poverty reduction but
that growth and equitable distribution of growth can indeed go hand in hand-all that is needed
are the right policies.

      One of the major stylized facts about long-run processes of economic
development is the Kuznets curve—the inverse-U shaped pattern of inequality.  In his
famous paper “Economic Growth and Income Inequality”, Simon Kuznets (1955) argued
that as countries developed, income inequality first increased, peaked , and then decreased,
and documented this using both cross-country and time-series data. Kuznets argued that
even if within-sector inequality is constant, and also the ratio of mean sectoral incomes,
the shift of population between sectors at first produced widening of income inequality
and then narrowed it. The inverted U arises in his model due to the fact that the sector(non-
agriculture) to which people migrate in the process of development is the sector with the
higher mean income as well as higher internal inequality. Varying numerical assumptions
regarding sectoral inequalities and sectoral income ratios would place the inequality in
the range of 0.6 to 0.8, he argued. Studies on inequality-development nexus based on
cross country regressions that followed were many , mostly based on heterogeneous
data and varied samples, often inclusive of developed countries, and the results were
also mixed. These studies in general assumed that the relationship between income shares
of the poorest 40 per cent and per capita GNP was quadratic in the log of per capita
GNP, and may be conditioned by a set of dummy variables capturing characteristics
such as whether the country is socialist or not, dualistic or not, or rich in resources or
not. These studies are in general supportive of the inverted U hypothesis, although some
argued that the location of the peak depended on the sample composition and the specific
functional forms used . Barro (2000), for example,  argues that  the curve reflects not
only the likely influence of the level of income per capita, but also an effect of the adoption
of new technologies-the poor sector tends to use old technologies, whereas the rich sector
uses more advanced techniques. . Eventually, however, as more people take advantage of the
new technology, inequality falls.

     The idea of Inclusive Development has surfaced in contemporary discourse on
development policy and in the Indian context, this term has been coined in the XI and XII
plan document to highlight the importance of development programmes that seek to include
those who were hitherto neglected or not included in the distribution of fruits of development
over the years. Basically, inclusive growth (IG) refers both to the pace and pattern of growth,
which is interlinked, and allows people to contribute to and benefit from economic growth.
Rapid pace of growth is a necessary prerequisite for substantial poverty reduction, but for
this growth to be sustainable in the long run, it should be broad-based across sectors, and
inclusive of the large part of the country’s labor force. Removal of inequality of distribution
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in income and wealth across persons has surfaced into the top agenda for development
policy as per this paradigm of development such that instead of rely on trickle down, there is
spread from the bottom layers itself of the fruits of development, without sacrificing
macroeconomic stability, but may be at the cost of slower yet sustained rate of economic
growth in developing nations.

   It is worth noting that sustained, high growth rates and poverty reduction can be realized
only when the sources of growth are expanding, and an increasing share of the labor force is
included in the growth process in an efficient way. This would require that growth associated
with progressive distributional changes will have a greater impact in reducing poverty
compared to growth which leaves distribution unchanged. The empirical cross-country
literature suggests that growth has neither a positive nor a negative effect on inequality, and
that the impact of inequality on growth is ambiguous. Policies on spread of education and
promotion of infrastructure seem to have both a positive effect on growth and a negative
effect on inequality.

III.Recent Studies

   Thomas Piketty’s epoch-making book Capital in the Twenty-First Century(2014), was
about the concentration of wealth and the dynamics of economic inequality in capitalist
economies. Based on two centuries of historical data from 20 countries, Piketty has  estimated
time trends for the top 10 percent and the top 1 percent of the distribution of income and
wealth in the world and predicted that” It is almost inevitable that inherited wealth will
dominate wealth amassed from a lifetime’s labor by a wide margin, and the concentration
of [wealth] will attain extremely high levels—levels potentially incompatible with the
meritocratic values and principles of social justice fundamental to modern democratic
societies”.(Piketty 2014: 26).His argument has been that as long as the rate of return to
capital is higher than the rate of growth in the economy (Piketty’s famous equation r  > g),
the owners of capital will accrue an ever larger share of the economic pie. Thus inter-temporal
rise in inequality in the distribution of income is due to the uneven distribution  of wealth and
inherited capital which has propelled the forces of generation and augmentation  of income
inequality between persons, and even between nations. In his own words, the fundamental
source of inequality is the unequal ownership of capital , more so of human capital between
persons and nations Piketty (2015).

   According to Piketty (2014) , the debate on capital –labour split and more so on the unequal
distribution of capital ownership prompts discussions on how to tackle such inequality in
income and wealth distribution. He favoured the imposition of a global tax on wealth that
might at least reduce net differences in the returns to labor and capital. Since such progressive
redistribution mechanism would benefit some and hurt some others at least in the short run,
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there are debates regarding his recommended redistribution mechanism. Among the various
critiques addressed to his analysis ,the first set points to within-factor inequality, i.e., inequalities
in the distribution of wage income across individuals, whereas Piketty’s book  for most part
is really about the relative returns to capital vis-à-vis labor, i.e., between-factor inequality. It
is also not clear how wealth inequality across people in society could be tackled by a tax on
income from capital  alone . Indeed ,  there is ample inequality in the asset holdings among
those people that do possess wealth- indeed most measures of wealth inequality, be it land
inequality or housing inequality, show higher rates of wealth inequality (by, say the Gini
measure) than hold for income inequality .The political economy of asset redistribution  appears
to be much more difficult than redistribution of income via taxation.

      Piketty’s influential narrative of  the dynamics of wealth inequality in capitalist economies
and the distribution of income between capital and labour, poses important challenges to the
researches on inequality and well –being. It must be understood that capitalism in the
contemporary world have long deviated from the idealized vision of perfect competition –
there are imperfections in markets of  commodities , factors, as well as financial instruments
, and there have been significant technological progresses in different sectors within a nation
and between nations, with varying effectiveness, such that it becomes meaningless to rely on
dynamic general equilibrium version of neoclassical economics , as has been attempted by
Piketty and his followers. Perhaps one could go back to the analysis of the dynamics of
capital accumulation and income distribution in an imperfectly competitive capitalist economy,
which is integrated to the working of the world economy in an era of globalization

    There are two important pathways to achieving inclusive development.First, is the
employment expansion which is linked with economic growth, and more particularly with
the nature of growth, , i.e., whether job creation at the micro-level is associated with economic
expansion. The rationale is that productive job creation will be associated with income
generation at the lower stratum of income distribution and will directly transfer the benefits
of growth to those who are hitherto bypassed because of variety of reasons.This will create
both demand and supply side linkages to propel growth with equity. The second alternative
is inequality mitigation through  direct and redistributive taxation, which in principle can
reduce the incidence of inequality and poverty in a growing economy , but difficult to
accomplish in practice due to political economy reasons, particularly in developing nations.
Piketty (2014, 2015) has advocated global taxation on capital, and the Indian policy makers
recently have proposed imposition of surcharge on income-tax of very high income group,
due mainly to high share of profit, but the outcome on inclusivity of the growth process seem
uncertain, particularly in the absence of well –designed additional targeted transfer mechanism,
while most of the existing redistributive mechanisms in India are either inefficient or mis-
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targeted. Let us have a close look at the inequality scenario in India , as have been brought
out through several important studies.

    Since the initiation of the economic liberalisation reforms in1991, there has been a surge in
the growth  performance  of the Indian economy , although  that this growth has been
skewed across sectors in the sense that the sluggish growth in the country’s agricultural
sector has been accompanied by spectacular impressive  growth  in the high-skilled services
sector. In such structural transformation of the Indian economy , the manufacturing sector
has grown in modest rates  due to the operation of several constraints .According to Banerjee
and Piketty( 2005) , one  of the outcomes of this unequal growth across sectors has been that
while the income of a few has grown, the majority have not benefitted much, raising income
inequality. This rise of inequality in income and wealth distribution has been accompanied by
augmentation of social and religious inequalities that persisted in India over the ages.  Available
statistics indicate that most of the Indian states have become unequal over time, consistent
with the national trend. Inequality has increased the most in faster-growing states, implying
worsening of relative economic outcomes with growth .Again , even though poverty has
reduced in faster-growing states, the intensity of poverty as indicated by the PGI has not
changed much , suggesting that the reduction in poverty in the periods of growth is brought
about by improvement in outcomes for households very close to the poverty line.  The
growth-inequality linkage therefore warrants a fresh look.

   There have been fascinating literature on poverty and inequality in India since
independence. However, most of the studies on poverty and inequali ty in India  focused on
how overall inequality in income distribution has undermined the ‘trickle down’ effect, i.e.,
the higher the inequality in the income distribution, the lower the growth elasticity of poverty.
The focus has , however, now shifted to the income disparity between the richest 1% (or
0.01 %) and the bottom 50%, following  the publication of Piketty’s(2014) magnum opus,
demonstrating that rising income inequality is a byproduct of growth in the developed world.

   Srinivasan et al (2017 reviewed poverty and inequality trends in India during the period
1951 to2012–13, and find that the  headcount ratios (HCR) rose and fell within a range of
45% and 65% in rural areas and a narrower 35% and 55% in urban areas during 1951–73.
There was a downward trend from 1977–78 to 2012–13, from about 55% to around 25% in
rural areas, and from 50% to 15% in urban areas. They argued  that reduction at varying
rates during the 1980s and from 1991 on was due to  mild and hesitant reforms during the
earlier phase and more comprehensive reforms later. They  found that the rate of decline in
HCR in rural regressions varied between 0.89% and 1.9% per year and between 0.76% and
1.9% a year in urban regressions, and similar trends were discernible in respect of the poverty
gap and poverty gap squared over the period 1951–52 and 2010 . Srinivasan (2013) also has
reported comparisons of the (nominal) MPCE Lorenz curves for different years between
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2001–02 and 2009–10:the estimated Ginis varied between0.40 and 0.51 in rural areas and
between 0.44 and 0.55 in urban areas, but  no attempt was made by him to examine the
interrelationship between poverty and inequality.

Thus,most of the literature on poverty and inequality in India  focused on how overall inequality
in income distribution has undermined the ‘trickle down’ effect, i.e., the higher the inequality
in the income distribution, the lower the growth elasticity of poverty. The focus has , however,
now shifted to the income disparity between the richest 1% (or 0.01 %) and the bottom 50%,
following  the publication of Piketty’s(2014) magnum opus, demonstrating that rising income
inequality is a byproduct of growth in the developed world. ,  Chancel and Piketty (2017)
have offered a rich and unique description of the evolution of income inequality in India since
1922, combining household survey data, tax returns and other specialised surveys, and their
major findings are :

I.  The share of national income accruing to the top 1% income earners is now at its
highest level since the launch of the Indian Income Tax Act in 1922. The top 1% of
earners captured less than 21% of total income in the late 1930s, before dropping to
6% in the early 1980s and rising to 22% today.

II.  Between 1951 and 1980, the bottom 50% captured 28% of total growth and this group’s
income group grew faster than the average, while the incomes of the top 0.1% decreased.

III. Between 1980 and 2014, the situation was reversed; the top 0.1% of earners captured a
higher share of total growth than the bottom 50% (12% versus 11%), while the top 1%
received a higher share of total growth than the middle 40% (29% versus 23%).

   Inequality has many dimensions and in India, the objective of inclusive growth and poverty
eradication call for coordination and complimentarity among alternative policy interventions
to bring about an equitable social and economic order. The process of inclusive growth
would entail if and only if the planners set out a growth process in those lines of productive
activities for which the weak, marginalized and so-called inefficient or low-skill workers are
capable of participating. The essence of achieving inclusive growth lies in reducing inequalities
in the bottom layers of income distribution, and India’s record of achieving inclusiveness is
rather poor across the states. Policy complementarity, efficiency and macroeconomic
stabilization are essential ingredients of achieving  equitable and accelerating growth process
in the Indian economy in the medium term.

III. A SUM UP

There are important dimensions of inequality and disparity in Indian society and economy. If
one looks at the historical snap shots, the important questions to be asked are why such
disparities—initial distribution or growth process that leads to such diversity , and secondly
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why convergence fails to occur , and inequality and disparity persist? In coming days social
scientists and policy makers must address these questions before lamenting that we have
burgeoning inequalities . In the Indian context, time has come to address such questions in
research domains, as our objectives of ushering in equitable and harmonious social order in
our development process are far from being achieved .Inclusive development is an important
ingredient of achieving harmonious social order and Indian policy experiments should be
freed from setting illusive milestones only.
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BOOK REVIEW

STUDIES ON ECONOMETRIC APPLICA TIONS

by Debesh Bhowmik, Synergy Books,  New Delhi, 2019,  Pp  301 pages.

  Ordinary least squares, heteroscedasticity, autocorrelation, logit model, unit roots,
autoregressive processes, impulse-response functions, vector error correction model, fixed
effects, random effects, dynamic panel data analysis, Bayesian estimation… Definitively,
econometrics is a very complex but, at the same time, very interesting aspect of economic
research. In fact, at present most of academic research in economics is dominated by
econometrics. Basically, this is because, as Samuelson says, “Econometrics may be defined
as the quantitative analysis of actual economic phenomena based on concurrent development
of theory and observation, related by appropriate methods of inference”.

  In this context, Dr. Debesh Bhowmik´s book Studies on Econometric Applications, which
is a compilation of papers, constitutes an excellent example of how econometrics can be
rigorously used to analyze different topics in economics. Indeed, it applies several econometric
methods from cross-sectional analysis, time series and panel data. Thus, it is evident that Dr.
Bhowmik masters an extensive set ofeconometric techniques, so that his work can be a very
useful reference for students and researchers (or, even better, it can inspire students to become
researchers).

    In his previous book, Applications of Econometrics in Economics (2017), Bhowmik
developed several applications of time series econometrics but did not include panel data
methods. By contrast, in this book we can find, as added value, several applications of panel
data econometrics, especially in terms of panel vector error-correction models. For example,
in the paper “Factors of Human Development Index in ASEN: Panel cointegration analysis”
Bhowmik applies a panel VECM 8 study the relationship between Human Development
Index and other variables like GDP, education expenditure, health expenditure and
unemployment rate in ASEAN countries during the period 1990-2016. Similarly, in the paper
“Sectoral employment rate in India: Panel cointegration and vector error correction analysis”
the same method is applied to investigate sectoral employment rates in males and females in
India during the period 1991-2016. Interestingly, it is found that male employment rate of all
sectors is positively related with GDP shares of sectors and growth rates of sectors and that
female employment rate of all sectors is negatively related with GDP shares of sectors and
growth rates of sectors.This result shows a clear pattern which must be studied more
thoroughly by those interested in equality of opportunities between men and women.
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   Of course, as an Indian scholar, Dr. Bhowmik is focused on economic problems of India,
which is the third largest economy in the world in terms of GDP based on PPP (purchasing
power parity). In this way, in the paper “Econometric test on growth-unemployment nexus
in India” he relates these variables during 1991-2016 in India and finds that there is a negative
relationship between unemployment and economic growth, which is significant at 10% level.
In turn, in the paper “Impact of social sector expenditure on economic growth in India” he
uses a double-log regression model for the Indian economy during the period 1990-2017 and
finds that one per cent increase in social expenditure generate 0.6374% increase in
GDP,0.48627% increase in GDP per capita,0.1166% increase in HDI,0.1679% increase in
growth rate and 0.060139% decrease in unemployment rate, so that it is clear that social
expenditure is a very important instrument to promote economic development in India.

   But there are not only studies focused on India or Asian economies. For instance, in the
paper “Linkages among global CO2 emission and world GDP” Bhowmik performs a study
at the world level. This paper is relevant because it presents econometric evidence against
climate change deniers who argue that there is no association between climate change and
human activity. Indeed, using data from 1960 to 2015 and applying Granger causality test,
Bhowmik finds that world GDP growth rate Granger causes world CO2 emission per capita.
On the other hand, in the paper “Impact of Foreign Direct Investment on trade integration in
African bloc-ECOWAS” he studies the impact of FDI on trade integration in the Economic
Community of Western African States (ECOWAS) during the period 1995-2016 and,
considering intra bloc exports and imports, finds that FDI accelerates trade integration in
this group of countries.

   Moreover, we have that econometrics has been traditionally seen as the key tool for testing
economic theories. In this vein, Bhowmik uses econometric methods to test different economic
ideas. Thus, in the paper “Econometric test for orthodox quantity theory of money” he
analyses the validity of the well-known equation MV=PT in India during the period 1960-
2015 and finds that there is a positive but not proportional relationship between price level
and money supply. In addition, in the papers “Robertsonian saving function in India” and
“Econometric test on Keynesian saving function in India” he also tests economic theories.

  So, it is clear that Dr. Bhowmik´s book constitutes a valuable contribution to economic
research since it shows the application of several sophisticated and highly technical econometric
tools and models but in a simple a direct language. In turn, it is remarkable the scope of
subjects which are discussed, including human development, GDP, economic integration,
investment, labor markets, social expenditure and climate change. All of this reminds me
Keynes´ description of the ideal economist: “The master-economist must possess a rare
combination of gifts. He must be mathematician, historian, statesman, philosopher -in some
degree. He must understand symbols and speak in words. He must contemplate the particular



85

in terms of the general and touch abstract and concrete in the same flight of thought. He must
study the present in the light of the past for the purposes of the future. No part of man’s
nature or his institutions must lie entirely outside his regard. He must be purposeful and
disinterested in a simultaneous mood; as aloof and incorruptible as an artist, yet sometimes
as near to earth as a politician.”

Prof. Dante A. Urbina
University of Lima
durbina@ulima.edu.pe

BOOK REVIEW
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ANNOUNCEMENT - I

IEA –INTERNATIONAL  ECONOMIC ASSOCIATION

Call for papers

The 19th World Congress of the International Economic Association (IEA)

As President of the International Economic Association (IEA) and Program Chair of the
Nineteenth World Congress of the IEA, we invite you to submit a paper to the contributed
sessions of this triennial congress, jointly organized with the Ministry of Finance of Indonesia,
that will be held in Bali, Indonesia from July 3 to July 7, 2020.

The 2020 IEA World Congress will be a unique academic event which, in addition to the daily
keynote lectures, numerous policy sessions and the many invited sessions, will host the latest
and most engaging research in Any Field in economics in the many contributed sessions. The
Congress will provide an excellent forum to present one’s own research results. This is why we
warmly encourage each of you to submit a paper for the congress and make a note of the
following dates:

August 12 2019 – Paper Submission Opens

November 15 2019 – Paper Submission Closes

January 15 2020 – Notification of Paper Acceptance

August 12 2019 – Registration Opens

The Local Organizing Committee (LOC) is doing a great job to ensure that the 2020 IEA
World Congress will run smoothly and in the best possible way. The Nineteenth World Congress
will be held in Bali, Indonesia. 

For questions related to paper submission please contact  contact@ieawc2020.org

Full details on the scientific program and logistics, including accommodation and how to book
rooms will be available at the congress website www.ieawc2020.org.  Please take time to look at
the website and contact iea@iea-world.org for additional information.

We do hope to see you at the IEA World Congress!

With our  best wishes, 

Kaushik Basu (Cornell University) Dani Rodrik (Harvard)
President of the IEA  Program Chair, 19th World Congress
         President Elect of the IEA
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Announcement II

40th Annual National Conference of Bangiya Ar thaniti  Parishad

(Bengal Economic Association) shall be held in collaboration with Department of Economics,
Bethune College, Kolkata, 181, Bidhan Sarani ,Kolkata 700 006, West Bengal ,India  on
29.02.2020 and 01.03.2020. The focal theme of the Conference is “Analysing the Growth
Trajectory of Indian Economy: Productivity, Efficiency, Employability & Equity”. Pr ofessor
Dilip.M.Nachane is the Conference President.

Call for Papers:

Papers are invited for presentation and publication on the following subtopics:
· Agricultur e and development
· Industr y, Labour and Emerging markets
· 50 yrs of Bank Nationalisation
· Inequality and Justice
· Social sector

Full papers (4000 words) preceded by an abstract (1000 words), keywords in MS-Word/
PDF to be submitted/ sent to the Local Organizing Secretary, 40th Annual Conference and to
the President Bangiya Ar thaniti Parishad  at :
bchatterjee.presidentbea@gmail.com , satarupabandyopadhyay17@gmail.com
maitri_ghosh@yahoo.com .

Important Dates:
· Last date for abstract submission: 10th December, 2019
· Notification of Acceptance: 31st December, 2019
· Last date for full paper submission: 15th January, 2020
· Last date for registration: 15th February, 2020

Registration Fee:
· For Life Members of BangiyaArthaniti Parishad : Rs. 500/-
· For Non-members: Rs. 600/-
· For Research scholars: Rs. 300/-
· For Students: Rs. 100/-

Venue:
Bethune College, Kolkata,181, Bidhan Sarani, Kolkata-700006.

For registration and payment details:For details visit
https://www.bethunecollege.ac.in
Contact Details: 98302898903/ 9830948110/9830877343/7044094471
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GUIDELINES FOR THE AUTHORS

1. All articles and notes submitted for publication must be in English, an abstract not more than 300
words should accompany all articles.

2. Articles published (or submitted for publication) elsewhere should not be sent. If the article has been
presented in a Conference or Seminar, which should be indicated.

3. Authors should authenticate their writings by signing their full name and furnish their address.
Institutions, if any, should be clearly stated. These details should be provided in a separate sheet and
author’s identity should not be disclosed either in the text or in the abstract.

4. Papers for publication should be sent in MS-WORD format (.doc or .docx file).

5. Matter, intended for footnotes should be indicated consecutively in the text by superscript numbers and
it should be entered serially at the end of the manuscript.

6. Bibliographical references should be given in full, in alphabetical order, after the footnotes.

7. Quotations must be carefully checked and citations in the text must read thus (Hicks 1993). References
in the bibliography should be in the form: Hicks, J.R. (1939): Value and Capital, followed by name of
publisher and place of publication. Authors should adhere to Chicago Manual of Style/ APA citation
style.

8. Tables, both in text or in appendices should be consecutively numbered using numerals on the top and
appropriately titled. Sources and explanatory notes (if any) should be given below the table.

9. Mathematical expressions should be presented in a way that will be easily printable. Proofs of
mathematical theorems should be furnished in full on a separate sheet, even if condensed in the text.

10. Diagrams should be clearly drawn in black ink on glossy white paper with all axes clearly positioned.
The width of a diagram should not normally exceed 6 cm. The legend in respect of the diagram should
be stated below the diagram. Diagrams should be inserted in the text with appropriate numbering and
should be in compatible formats as BMP, JPG, JPEG, TIF, WMF or EPS.

11. Cite sentences or words taken from other works with single quotation marks; use double quotation
marks only within quotations. Separate quotations exceeding fifty words from the text and indent them
on the left. Unless the entire sentence is part of the quotation, the punctuation must remain outside the
quotation marks.

12. Authors have latitude as regards italicisation, but italicisation needs to be consistent in the article.
Both British and American spellings are acceptable but use should be consistent throughout the paper.

13. Write numerals between one and ninety-nine in words, and 100 and above in figures. However, the
following are to be in figures only: distance: 3 km; age: 32 years old; percentage: 64 percent; century:
20th century; and years: 1990s.

14. Authors should supply art pools of their diagrams along with their articles. 

15. All materials submitted for publication should be typed in double space and 2 additional copies should
be provided for references. Manuscripts will not be returned to the author(s) unless referee suggests
revision of the contents. Revised manuscripts must be submitted in the same form as the original.

16. The Editorial Board reserves the right to edit or to reject any material submitted for publication without
assigning any reason to the author(s).
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