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Editorial

The world has started rethinking the oft-debated modules of development.

Though the word 'Socialism' is out of currency now, yet the focus on optimum

utilization of the natural resources, sustainable growth of various sectors of

economy and judicious distribution of resources and opportunities has once
,

again zeroed the debate on growth versus inclusiveness. Issues like marginality,

deprivation and displacement have stormed the houses of several democracies

causing serious problems of governance in the developing nations. Argentina,

Mexico and more recently Libya, Syria and Tunisia have felt the heat of huge

upsurge due to the neglect of such social and economic issues.

The current volume of the journal talks of some ofthese issues and the

learned authors of the articles in this number have taken up some ofthese issues

for debate. We' hope serious deliberations will follow the publication ofthis

number.

Dr. Suman Pamecha
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/
Soli? Waste Management in India: Issue~and Challenges

Prof Anju Kohli*
Dr Deepa Soni**

Abstract
Solid waste management is the major component of ecological sustainable economic

development throughout the world. Solid-waste management is a major challenge, especially in the
urban areas of India. The sources of solid waste include domestic waste, commercial waste, hospital
waste, and hazardous waste. Without an effective and efficient solid-waste management program, the
waste generated from various sources can result in health hazards and have a negative impact on the
environment. The paper studies the main disposal methods for managing municipal solid waste such as
open dumping and sanitary landfill, composting while that Green Productivity (GP) measures such as
reduction, recycling, reuse, and recovery are also essential elements in solid-waste management as a
form of checking the rapid growth rate of waste. Study found that although India's green house emission
from sol id waste is low but still India is able to manage only abouy60% of the total sol id waste being
generated. So, India reeds to manage its solid waste effectively ~nd efficiency by lIsing eco-friendly
techniques and by incorporating proactive policy measures.

Introduction
Rising the levels of greenhouse gases in the earth's atmosphere are causing changes in our

climate, and some of these changes can be taken place by the disposal of solid waste. Solid waste has
been a problem since mankind decided to live in communities. Solid-waste management is a major
challenge especially in the urban areas throughout the world. In the purview of management and legal
aspects, solid waste in Asian countries can be broadly defined as waste other than liquid or gaseous
waste. The sources of solid waste include: domestic waste, commercial waste, agriculture waste,
hospital waste and hazardous waste. The sources and quantities of solid waste depend on various factors
such as economics, culture, heritage, industrialization, and season.

The paper can be studied in six sections. Section one explain the introduction and concept of
solid waste. Section two contains the review of the earlier studies. ,Section three describes the sources,
amount of solid was'f generation and green house emission from( solid waste in India. Section four
explains the management of solid waste processing in India. Section five pertain the future strategy and
practices which can be adopted for the waste management in India. Section six is concluding part and

suggestions are also put forth for better solid waste management in India.

SECTION-2
Rapid industrialization and population explosion in India has led to the migration of people from

villages to cities, which generate thousands of tons of Municipal Solid Waste (MSW) daily. The MSW
amount is expected to increase significantly in the near future as the country strives to attain an
industrialized nation status by the year 2020, Sharma and Shah (2005) CPCB (2004) Shekdar et aI., ,

(1992). Poor collection and inadequate transportation are responsible for the accumulation of MSW at
every nook and corner. Unscientific disposal causes an adverse impact on all components of the
environment and human health Rathi, (2006) Sharholy et aI., , .(2005) Ray et aI., ,(2005) lha et aI., ,
(2003) Kansal (2002) Kansal et aI., , (1998) Singh and Singh (A998)Gupta et aI., , (1998). The
management of MS1 requires proper infrastructure, maintenance at\d upgrade for all activities.

* Emeritus professor in Dept. of Economics, Mohanlal Sukhadia University, Udaipur, (Raj.)
**Assistant professor in Dept. of Economics, Mohanlal Sukhadia University, Udaipur, (Raj.)
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(
This becomes increasingly expensive and complex due to the continuous and unplanned growth

of urban centers. The difficulties in providing the desired level of public service in the urban centers are
often attributed to the poor financial status of the managing municipal corporations Mol' et a!., , (2006)

Siddiqui et a!." (2006) Raje et a!." (2001).
According to Canellas et al., ,(2001), the use ofMSW in agricultural lands can be justified by the

need of finding an appropriate destination for waste recycling. However, agricultural application of
MS W may present a potential threat to the environment due to the presence of pathogens andseveral

pollutants (i.e., heavy metals or organic pollutants). An attractive alternative to recycling such wastes is
composting. Composting is a stabilization process through aerobic decomposition of waste, which has
been widely used for different types of wastes Cai et aI., , (2007). During composting, through microbial
action organic nutrients present in the wastes are converted into plants available forms Ndegwa and

Thompson (2001). Application of MSW compost in agricultural soils can directly improve soil
physicochemical properties such as: soil structure, water retentii{l capacity, buffering capacity and
nutrient status Reevesl (1997).

A High Powered Committee was constituted in 1995 headed by Dr. Bajaj. The objective of the
committee was to suggest a long-term strategy for the collection, loading, transportation, composting,
treatment, and disposal of solid waste using appropriate technology. Similarly, Dr. Burman's committee
(2000) was constituted to review all aspects of solid-waste management and directed the
central/state/local bodies to review solid-waste management practices. This consisted of a survey that
was carried out in Class I and II cities. In addition, the Supreme Court directed the formation of a
technology advisory group (TAG) to update SWM practices. To prepare future plans and policies, a
SWOT (strength/weakness /opportunity/threat) analysis ofSWM was carried out.

The Present paper studies the management of solid waste material in India, various techniques
associated with it, various issues and challenges faced in managing solid waste and future strategy to be

adopted so as to minimize the solid waste in India.

SECTION-3 !
India's total gl·een house gas (GHG) emission was 1727.701million tons in 2007. Out of which

the share of total waste is 57.73 million tons (3%) which includes waste from municipal solid waste,
domestic waste water and industrial waste water. The share of solid waste in total waste is 12.69 million

tons (22%) in 2007 as shown in the figure 1.
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The growth in the amount of solid-waste generation, in India poses many threats to the
environment and to occupational health. As per the status repOli on ,Municipal Solid waste Management
by Central Pollution pontrol Board (CPCS) total MSW generated (during 1999-2000 was about 30058
tons per day which rose up to 39034 tons per day in 2004-05. Further during the year 2010-11 total
MSW generated was 50574 tons per day as shown in the figure 2. During the year 2009-2012 Municipal
solid waste generation was 96726 metric tons per day. The amount of solid waste generated in the cities
is much higher than in rural areas. The generation rate in rural areas can be as low as 0.15 kg/cap/day,
while in the urban areas the solid waste generation is 0.47 kg/cap/day.

100000 I MS~;',-g~~~~atiOn-lIOnS_peLdaY) 1

50000 I---..~---_ ...

a l
The composition of solid waste varies significantly in the different cities in the region. Even

within a city the composition varies with location and time. In general, the solid waste contains more

organic components than other materials.. Solid municipal solid waste has the following composition
percentages: inert matter (54%), vegetative matter (31 %), paper, cardboard, and plastics (6%), glass and
crockery (0.94%), metal scrap (0.8%), bioresistant, e.g., leather and rubber (0.28%), and other (7%) as
shown in figure 3. Composition of Municipal Solid Waste in India

GI d Metal and scrap
ass an 0.8%

Crockery 0.94% _.::::=----:::;;;
Paper,

Cardboard,
Plastics 6%

Other 7% _----Bio-resist
(leather

and
rubber
0.28%)

I

Glass and
Crockery 0.94%

Paper, Cardboard,
Plastics 6%

Metal an~ scrap~ther 7% Bio-resist
(leather

andrubber 0.28%)

This rise in the SWM poses a threat especially to our em/ironment and health. Resources in
urbanized cities canntt meet the ever increasing quantity of waste (The main greenhouse gases emitted
from waste management is methane (CH4). The carbon emission from the solid waste for the year 2004
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is shown in table I. Table I exhibit that although India's carbon eq:iission is 1.02 metric tons which is

least among all the ~ountries but it needs to be manage efficiently and effectively and eco-friendly
manner. It also requires incorporation of various rules and regulations rigorously by the Govt.

Table-I: Per-capita Carbon-di-Oxide emissions from MSW for different countries

ICountry Peflo.Capita Carbon..dioxide

emissions (metric tons)

IUSA 20.01

EU 9.40

! Japan 9.87

IChina 3.60

I Russia 11.71

I India 1.02

IWorld Average 4.25
,---~_._--~-----------~,_.~--~~~~-

Source: A Report on National Action plan on Climate Change in-India..
I

Natioual Frameworl~for Solid Waste Management. I
The rules pertaining to solid-waste management are as follows.

1. Hazardous Waste (Management and Handling) Rules (1989, amended January 2003): These

rules deal with controlling the generation, collection, treatment, disposal import, storage, transport,

and handling of hazardous waste.

2. Biomedical Waste (Management and Handling) Rnles (1998): These rules are legally binding on

healthcare institutions to streamline the process of proper handling (segregation, collection, treatment,

and disposal) of hospital waste.

3. Municipal Solid Waste (Management and Handling) Rules, 2000: These rules deal with the

scientific management of municipal solid waste by ensuring proper collection, segregation, storage,

transportation, processing, and disposal of municipal solid waste.
4. The Batteries (Management and Handling) Rules (2001): These rules apply to every

manufacturer, importer, assembler, dealer, recycler, auctioneer,. consumer and bulk consumer

involved in the marufacture, processing, sale, purchase, and userbatteries or components thereof.

SECTION- 4 SOLlD-WASTE MANAGEMENT PROCESS IN INDIA
Solid-waste management may be defined as the discipline associated with controlling the

generation, storage, collection, transfer and transport, processing, and disposal of solid waste in a
manner that is in accordance with the best principles of health, economics, engineering, conservation,

aesthetics, and other environmental considerations, and that is also responsive to public attitudes. In its

scope, solid-waste management includes all administrative, financial, legal, planning, and engineering

functions involved in the solutions to all problems of solid waste. The 74th constitutional Amendment

(1992) transferred the responsibility for collection, treatment and disposal of MSW from state

Governments to the Urban Local Bodies (ULBs).

The key elements for managing the solid waste start with sweeping and collection, followed by

segregation, storage, transport, and waste processing or disposal of waste. The disposal methods being

carried out in India are open dumping, composting, incineration and landfill.
I

Sweeping and Colle~tion .
Solid-waste generation per capita is described in Table 2. Tible 2 shows SWM generation of 35

cities as shown in the Asian Productivity Report. The solid-waste collection system consists of house-to-
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house collection by private collectors, municipal workers, or self-help groups. As per the report,
mechanical sweeping is practiced only in cities having populations of more than 2 million, whereas
sweepers from private companies are working only in cities having populations of2-10 million.
Table-2 Comparison of Solid-Waste Generation and Waste-Collection Efficiency

PODulation of cities ~in millions) Number Cities Garbage (kg/capita/day) Collection efficiency
Above 10 3 0.43-0.58 90-92%
2-10 10 0.35-0.71 80-100%
1-2 22 0.14-0.52 62-100%

Source: Report of ASian Productivity ASSOCiation (2007)

Segregation, Storage, and Intermediate Collection
Segregation of waste is done at the source or at the disposal site. The storage system is provided

at street corners or at the places where house-to-house collection is not practiced. Intermediate collection
is a transfer station where solid waste is collected from street-corner bins, containers, handcarts,
wheelbarrows, and auto-tippers and transferred into dumper placers, long-haul trucks, and tractor

trolleys at transfer points for transport to the final treatment and disposal site.
Transportation

The transportation system comprises hauling solid waste/from intermediate collection and
storage points to the rnal disposal site for treatment and disposal. (The transportation system is,~;lostly
owned by the city governments, but in cities with populations of 2-10 million, private companies also
have a sizable share in the transportation of waste. The cities use tipper trucks, refuse collectors, dumper
placers, long-haul trucks, and tractor trolleys.

Waste Treatment or Disposal Methods
The most common processing technology currently adopted are open dumping, or disposal by

landfill. Apart from it, composting and incineration is also practiced in India. Although the landfill sites
are government owned, the operation of landfills in some cities is a public-private partnership, whereas
in other cities it is by the government only. The machinery used at landfills consists of bulldozers,
excavators, and weighbridges. But the infrastructure for landfill sites, such as leachate management, gas
management, compaction, leveling, and liner systems with covers are provided in few cities only.
Financially-capable cities with land scarcity have opted for incineration for municipal solid-waste
disposal. Extensive air-pollution-control facilities are installed in the incinerators. Composting
technology is also used in many cities. The amount of MSW generapon, collection efficiency and waste

treatment can be exhipited in figure 4. It shows that out of the total(solid waste generated; only 60-70%
is collected while only 25-30% of the collected waste can be sent for disposal treatment.

Figure-4: MSW Generation and treatment data (as on 31 st July 2012)

Source: Status Report on MSW Management, CPCB /



GREEN PRODUCTIVITY (GP) PRACTICES FOR SOLID-WASTE MANAGEMENT
Solid-waste management, especially in India, can be practiced efficiently and in an eco-friendly

manner through Green Productivity measures, and by considering-and incorporating various policy,
legislative, financial, [technology, and management issues_ Green fi;'oductivity (GP) measures such as
reduction, recycling, ~euse, and recovery are essential elements in sblid-waste management as a form of
checking the rapid growth rate of waste in the cities. Apart from it, National awareness campaigns on
GP measures to promote recycling activities is also an effective measure. The status of hazardous waste
generation treatment can be posed in figure 5.

Status of hazardous waste generation

1!l']!1("ril.hlr
/';'... '

---- !-

Source: CPCB, Hazardous Waste Management Division Delhi, Feb!, 2009

SECTION-S SOLID WASTE MANAGEMENT: BEST PRACTICES
Due to current lavishing lifestyle trade, continuous waste generation is an obvious Phenomenon.

For better management of solid waste, periodic review of each steps involved in waste management like
Generation, Collection, Disposal etc should be conducted & accordingly implementation of "Best
Practices" is necessary. Although it may be a difficult task to manage the solid waste in an efficient
manner but using some effective and proactive measures solid waste can be minimize. These measures
in the order of priority can be described as follow-
Step- I Green Productivity (GP) measures
» Best practices for waste management can be achieved by well known '3 Rs' principle of green

productivity. '3Rs' principle are Reduce, Reuse, Recycle.
» More items should be identified which can be reusable or recyclable.
» The gov!. should selected appropriate park locations in the northe01, central, and southern parts of the

country. These P1rks will collaborate with the specific cha~acteristics of local and peripheral
businesses and academic institutions to produce a mutually circulatory system. This will promote
district-wide ecological recirculation, and construct ecologically sustainable townships

Step- II: Collection, Transportation and segregation.
» Encourage the formulation of Public-private partnership for working on the collection,

transportation, and treatment of solid waste.
» Labour rules and Wage policies for the Employees working directly with solid-waste collection,

transportation, and treatment should be imposed.
» Waste picking should be considered a profession and frequency of municipal waste collection

should be atleast once a day.
» Impose decisive fines for violating the law on environmental protection or the regulations on urban

sanitation.
» In addition, provide proper incentive schemes to encourage ~ood habits among the citizens.

/
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~ The storage facilities set up by municipal authorities shall be daily attended for clearing of wastes.
The bins or containers wherever placed shall be cleaned before they start overflowing.

~ Pneumatic Refuse System should be adopted for transportation. Under this method, refuse is
transpolted through underground pipe networks by vacuum suction to central collection station where
it is compacted and stored in container for segregation. .. I

~ Thereafter, garbag1 be segregated on the basis of reuse, recycle a~d remaining for waste treatment.
Step-III '

Disposal of Municipal Solid Waste
Disposal of Municipal Solid waste is most important function of solid waste management. It is

also known as 'solid waste treatment'. Success of Solid waste Management System is directly related to
Disposal efficiency. To dispose the waste in an efficient way advance technology, knowledge, trained
Manpower, appropriate infrastructure & availability of land is required. Several methods can be adopted
for disposal of solid waste like composting, incineration, open dumping! landfill. In order to reduce
waste at dumping site, Incinerators, composting methods can be used. Selection of proper disposal
method is necessary & primarily it depends on the 'quantity of MSW generated & type of waste to be
disposed'. Future strategies and practices that can be adopted for treatment of waste management can be

explained in the following flow chart.

I"

I 0 For biodegradable waste '.
i oVermiComposting technique I............ . ..•=~-=J=_ __.....1

oFor infectious waste
oRefuse incineration plant
o Fly Ash reclamation plant be set up
o J~e2~;:'.2£g().!lomA~h...a"l1.cl FIL~~b.... _..•.._... ....'

r i
oSanitary landfill be constructed for largersi~--"-
oLandfill sites be away from community sites
oLandfill should be provided with liner so as to avoid
JeakageoGe.acllille~.. .

Composting ofMSW
Composting is a spontaneous biological decomposition ·process of organic materials in which

bacteria, fungi and other microorganisms, including micro arthrop~ds, break down organic materials to
stable, usable organicl substances called compost. Compost is rich ih organic matter and is an important
source plants nutrient Compost represent an important resource which maintain and restore soil fertility

and are of great values nowadays, particularly in those countries where the organic matter content of the
soil is low. Vermicomposting can be effectively used to process wastes even at the community level in

both urban and rural areas due to the simplicity and low cost of the process.
Incineration

Incineration method is helpful for non biodegradable waste which cannot be reuse or recyclable.
It is specially use for the infectious waste from clinics and small hospitals. The treatment and disposal
methods used include: stream sterilization or autoclaving, incineration, thermal inactivation, gas or
vapor sterilization, sterilization by irradiation, and chemical disinfecting. Incineration plant be placed
away from residential community sites as it could be dangerous to human health. Further the bottom ash

and fly ash which remains after incineration process can be treated as follows·



Bottom Ash Sorting Plant
Bottom ashes should be categorized into different classes according to their particle sizes.

Classified bottom ash can be used as supplemental materials for cement and tile production. Bottom ash
can also be added in roadbeds. The potentially harmful microscopic particles can be treated along with
fly ash. Metal substances can be recycled. Bulky substances or-other miscellaneous substances will be
sent to either incinerator plants or landfills for final disposal. I

Fly Ash Reclamatio~ Plant I
Fly ash can be solidified prior to being sent to landfills_ Through detoxification treatment fly ash

can be transformed into construction materials or some other reusable materials. It can also be utilized as
fusing dregs. The rest of the ash will be disposed of in landfills.

Landfill
Landfill is the final step for waste management. All the residues (non biodegradable, non

recyclable and unusable items, residues of incineration) should be placed in the landfill. Sanitary landfill
is the most common method of disposing waste today. It is necessary to construct new sanitary landfills
away from the residential community sites, with large capacities that can be used for at least 15-20
years. These landfills should also include an area designed specifically for toxic and hazardous waste
disposal. The construction of a toxic-waste disposal plant should conform to international standards.
There should be proper treatment of Leachate from open dumping or sanitary landfill otherwise it may

cause serious water Pi"ution. (

SECTION-6: SUMMARY AND CONCLUDING REMARKS
Solid-waste management practices in developing countries like India are far from satisfactory.

Generally, in cities household waste is collecting once a day. The collection area coverage in a city is as
low as 60%. The frequency and area coverage for solid-waste collection are limited by the municipal
budget and the associated problems are due to a lack of technical expertise, financial constraints, and legal
provisions. State and municipal governments consider solid waste a low priority, and consequently give
less budgetary support to this field. Slow decision-making processes in the municipalities create an
additional hindrance. In a broader sense, municipal solid-waste management is a very complex task, as the
social, economic, and cultural cooperation among households, communities, enterprises, and municipal
authorities is minimal and a lack of awareness of the rules and regulations, as well as environmental
concerns with poor resources, have created a chaotic situation.

Although Government of India has introduce several ~ncentive schemes to improve the
environmental perforlnance of solid waste management like the en(ironmentalmanagement system (ISO
14001) in the small sector to the extent of75% of the certification cost or INR75,000, whichever is less.
Similarly, the Ministry of Nonconventional Energy Sources offers incentive to entrepreneurs for setting

up plants to process solid waste into fuel/energy recovery and a subsidy of INR5 million for setting up a
composting plant was offered by the the Ministry of Agriculture . The government had stalied offering
health check-ups and providing safety kits and housing to its waste collectors and sweepers. The
government is also promoting Public Private Partnership (PPP). Municipal governments are offering land
for setting up processing plants for solid-waste management at a very low rate on a license fee basis.

But apart from it, India's collection efficiency is only 60-70% while only 25-30% of the collected
waste can be sent for disposal treatment. Thus, it is essential to promote proactive and eco-friendly
measures specially 3 R's (Reduce, Reuse, Recycle) of GP measures in public as well as in industrial
sector. Not only this Waste Audit Scheme and Environmental Impact Scheme should be implemented.



Without an effective and efficient solid-waste management program, the waste generated from various
sources can result in health hazards and have a negative impact on the environment. Thus, the
Management of solid waste is a social responsibility which requires the cooperation all the sectors of
society.
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INDUSTRIAL LOCATION AND PHYSICAL PLANNING: A GEOSPATIAL
ANALYSIS OF ALLAHABAD DISTRICT

Dr. Dilip Singh *
ABSTRACT

It is said that primary cause of spatial income inequality is spatial inequality of industrial

location in developing countries. This study focuses on spatial analysis in terms of major factors which
influence decision of where should a new industrial unit be set up. In order to ensure the healthy

environment for industrial development in a region it is essential to undertake a geospatial analysis from
macro level to micro level, which prevents haphazard growth of mJnufacturing industries. Main trust of

this paper is to find out the potential region for industrial development by using block-level data.

Geographical information system is employed as atool in this study. In line with this some critical
location factors are identified with help of existing literature. This study also constructs the composite

index of 20 important indicators of industrial location for industrial growth by using principal

component analysis method. Finally this study finds potential region for industrial location in central

eastern region, which is delineated in the map given in conclusion part.

KEY WORD: [ndustrial Location, Geospatial, Industrial Locational Factor, Industria[ization, Potential

Region, Market, [ndustrial Corridor

1. INTRODUCTION
'Where do a new industrial unit locate, and what all do· major factors influence the industrial

location decisions?'has been subject of great debate among induftrial economist. Industries tend to

locate in some specific Centre. Alfred Weber laid down the principal of industrial location sixty years

ago, which is taken as fundamental in industrial location theories. Weberian approach gives

greatimpetus to relative transport cost of raw material and final output of a firm. This approach ignores

other important variables such as labour cost, market availability and agglomeration economy

(Kristensson 1968, Krumme 1969, Cyert and March 1963).Greenhut(1956), Pred( 1967) and many others
criticized Weberian approach. With development of research on increasing return to scale, technological

externalities, pecuniary externality, and imperfect competition have brought new economic geography

(Redding 2009, Fujita et al 1999, Krugman 1993). Structural reforms in 1ndia liberalize regulatory

structure of incentive and disincentive which tended to favour of lagging and unindustrialized region,
have been discarded, the new systems profess to have little geographical orientation, but, as many have

argued, may be biased towards advanced, industrialized, metropolitan regions (Chakravorty, 2000,

Saikia 2011)
Spatial income inequality is major concern in our country wh.ere some states are growing very

rapidly whereas some are lagging behind. It is expected that iftel' regional inequality (expressed
typically in terms of ~er capita regional income or output) increasd during the early phase of industrial

development, being concentrated in metropolitan areas, and after achieving a certain level of growth
begins to decline at some later indeterminate point (Perroux 1950, Myl'dal 1957, and Hirschman 1958,

Williamson 1965, Friedmann 1973, and Alonso 1980 Krugman 1996,Sala-i-Martin 1996, and Fujita,

Krugman and Venables 1999). In India, industries tend to locate in some specific region. Coastal region

always has been attractive destination for industries (i.e. Gujarat, Maharashtra, Tamilnadu, Karnataka).
[n recent years/decade India achieved high rate of growth after trade liberalization but the benefit from

higher growth rate could not spread to industrially backward region which spur interregional inequality.

" Research Associate, Sardar Patel Institute of Economics & Social Research, Ahemdabad, (Guj.)
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Uttar Pradesh is the largest state of India in terms of population in spite of favorable climate
fertile land and natural resources, it has been fail to attract industries In Uttar Pradesh industries are
concentrated in mainly two centres one is the surrounding area of NCR in which Gautam Buddh Nagar,
Gaziabad, Bulandshahar, Aligarh, Meerut, Mathura, Agra fall under this region and Lucknow, Raibareli,
Sultanpur,Ftehpur, Pratapgarh, Kaushambi and Allahabad fall under 2nd zone. Concentration of
Industries in U.P.

If region wise scenario is seen in Uttar Pradesh, it is found thatwestern region of the state of Uttar
Pradesh has witnessedof good rate of industrialization. In Uttitr Pradesh there has been two major
regions for industrial development both have shown good growth rale of industrialization and have been
witness for fastest gr~wing region not only in the state but also in1lndia. One region is situated in the
proximity of National Capital Region and another region comprises some part of central region and
some part of the eastern region. If all four regions of Uttar Pradesh are comparatively analyzed, western
region is growing rapidly which is getting an advantage of proximity of NCR. In central region,
Lucknow is taking a leading role which has emerged as IT hub. Bundelkhand Region as different
scenario there is issues of water availability and some other factors even government has been

promoting and giving good amount of incentive for betterment of quality of life of the people there. In
eastern Region Allahabad has immense power to grow in future more rapidly which has shown
tremendous growth in industrial sector.AlIahabad has achieved higher growth in per capita Net District
Domestic Product, number of secondary sector worker, good length of road and railway, water
availability and power generation. It shows a good potential for industrial development in the district.

2. DYNAMICS OF INDUSTRIAL LOCATIONAL FACTORS
Some import~nt factors for industrial development and tI-y~ir suitability have been examined

separately i.e. role oflJndustrial sector in the districts income, induhrial agglomeration, investment and

employment scenario, transportation, power, land use pattern, water availability, cropping pattern,
labour and market. Further an industrial development potential index is constructed by combing the 20
identified factors (Appedix-1) together in the district with the help of principal component analysis
method

2.1. ROLE OF INDUSTRIAL SECTOR IN THE DISTRICT'S INCOME
To some extent growth phenomenon of industries also influences decision of industrial location

for new firms. If growth pattern is seen in Allahabad only sector which has grown rapidly from 25.39 in
2001-02 to 31.28 in 2009-10 is industrial sector. Service sector has been prominent in the district, more

than 50 percent income of the district comes from this sector. In recent service sector and primary sector
both have declined from 54.78, 19.83 in 2001-02 to 50.74, 17.98 in 2009-10 respectively. Growing
pattern of industry sector always shows the positive indication to attract the new firm in the region.
Fig. 1: Sectoral Share in Incom
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2.2. INDUSTRIAL AGGLOMERATION
Allahabad has strong industrial base where more than 4000 SSls are registered as per third all

India census for industry and more than 10000 units are unregistered in 2010. There are 18 Medium and

large scale industries, some of them are Indian Telephone Industries Ltd., BPCL, Triveni Structural Ltd.,

Areva T&0 India Ltd., SAIL, Cotton Mills subsidiary of central govt. Most of industries in the district
are concentrated along with railway. Naini has been an attractive destination for industries because of

access of railway line and proximity of major railway crossing junction that is separated from the main

junction for the uninterrupted movement of cargos followed by Soraon and Phoolpur. Both side of the

Delhi - Kolkata Industrial Corridor is being another destination ~or industries except the kaudihar block

because of main city of Allahabad is situated in this block. Loc~1 govt. has been avoiding for the

industrialization in thrs part of the city. In future city will grow f~' commerce and residential purpose

there would be required more area for city expansion.
Mapl: Industrial Concentration
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2.3. INVESTMENT AND EMPLOYMENT SCENARIO
Employment and investment scenario is more important phenomenon than number of industries,

which reveals the dynamics of industrial sector. District has been.witnessed insignificant development in

medium and large industries. Investment rate has been 3.1 per annum from 200 I to 20 IO.There is

inconsiderable employment generation in MUs whichis 10 percen~ in last decade. Unlikely to medium

and large-scale industries, SSls has shown very significant development. Investment has increased more

than 100percentand employment generation has been around 24 percent in 2000s. Growth in

employment is less than growth in investment, which reflects that new investments are capital intensive

and labour saving in nature. Entrepreneurs prefersuch a technology, which required less labour which

results less operation cost.
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2.4TRANSPORTAnON
Transportation is a key factor in driving industrial, economic and social growth. develop a

strong economy, Uttar Pradesh has been making serious and conscious efforts in the development of

infrastructure and inviting private patiicipation on a large. scale. Allahabad offers excellent
infrastructural facilities for setting up industrial units. Various PPP projects have been undertaken in the

sectors such as expre~sways, roads, energy, transportation, educatio~, urban rejuvenation etc. The city of

Allahabad is well connected to other major cities in nearby Lucknow, Varanasi, Kanpur, Sultanpur,
Mirzapur, Fatehpur etc. by road and rail. Connectivity of city with metros are via air, rail. Being center

of North Central Zone, most of the rail routes are touching Allahabad for Delhi, Mumbai and Kolkatta.

Latest announcement of government of Uttar Pradesh, the Ganga Express Way is also touching the city

alongside the river Ganga. Delhi-Kolkata corridor also passes through Allahabad.

Road density is highest in the Soraon block that is the around 1800 km /1 000 sq.km. followed by

Chaka, Mauaima, Holagarh, Handia and Dhanupur. Road network is very poor in southern and western

part of the district whereas nOlihern and eastern part of the district has a good connectivity of road and

railway both. Both side of the national highway 2 has higher road density than other part of the district.

Road length of the state highway in the district has increased 102 km from 2007-08 to 2008-09 within a

year.Various mega road projects have been implemented and some are being implemented under PPP.

2.5. POWER I

Power has betn an issue so far in the district but three mfga power plants are coming in the

district. NTPC and Ultar Pradesh Rajya Vidyut Utpadan Nigam signed a 50:50 joint venture agreement
to set up a 1,320 MW coal-based power plant at Meja in Allahabad district of Uttar Pradesh. Land has

been acquired Meja power plant and process for other two plants is going on. When these power plants

will come under operation then gap would befulfilled and it wouldencourage industrial development in

the district private share. The installed power capacity in the state has increased fi'om 9,207.2 MW in
2006-07 to 10,457.63 MW during 2010-11. The state is in the process of implementing and testing the

-.~ ._.~. ... _._~.__ .--~-~.~-_.~.~ Page 13 ... _~.
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public private partnership model in the power sector with an input-based franchisee system. Demand for

power is driven by, both, the agricultural and industrial sectors.

Composition pattern of electricity consumptionin the district has undergone significant changes.

50 percent of total consumption goes to domestic. Other than domestic, Rail! traction and agriculture

consume 19and 15 percent respectively. One thing isremarkableyears. Phoolpur industrial area has 132

KY. SS and UPSIDC Industrial Area Naini which has 400 KY. SS. In the district all villages are

electrified. Share of industries in total power consumption has increased 100 percent within four

2.6. LAND USE PATTERN

Land is the most important and the least mobile factor needed for industrial development. Plain

areas are comparatively more accessible and therefore more like~y to develop. Moreover, availability of

suitable land is prerequisite condition for any plan for industrial set;: up. Land use pattern of Allahabad

district has been chanping substantially since 2001. Land under ind~strial use has increased 100 percent

from 2001-02 to 2008-09 due to rapid industrialization and the area under barren land has increased

during the same period.

Table I'Land use pattern (in %)

Industrial Barren
Other

Uncultivable Cultivable FallowKaurihar Forest
Land Land

Barren
Land Land Land

Medows
Land

Holagarh 0.51 1.41 39.03 14.51 5.27 36.64 0.33 2.30
Mauaima 0.00 3.40 21.33 16.78 7.20 38.19 2.23 10.88
Soraon 0.24 4.72 23.80 13.63 11.21 38.56 1.42 6.41

~hulpur 0.23 4.71 32.46 7.35 3.10 43.69 0.42 8.04
Bahadurpur 0.00 8.20 26.60 6.80 11.16 42.31 2.27 2.67
Pratappur 0.00 6.55 9.96 10.57 21.97 40.72 0.02 10.20

I-'Saidabad 0.01 1.12 40.29 12.24 ,1.85 36.45 0.38 4.66
Dhanupur 0.04 2.35 19.16 8.02 7.63/ 48.55 0.14 14.12

I-Handia 0.39 2.57 21.95 13.93 3.5)) 44.24 0.26 13.14

rl.asra 0.00 4.72 21.35 11.38 7.01 47.75 0.20 7.60
Shankargarh 0.00 5.63 19.20 16.80 14.13 43.21 0.06 0.97
Chaka 17.50 14.08 31.51 11.93 4.88 19.40 0.04 0.66
Karchhana 0.00 6.16 6.37 10.93 25.69 45.42 0.00 5.43

~Idhiyara 0.00 6.35 12.52 12.27 2.15 52.23 0.04 14.44
Uruwan 0.00 6.69 19.21 19.55 2.63 44.47 1.24 6.22

f-;t:1 e.ta 0.00 1.76 13.32 11.45 5.29 56.11 0.04 12.03
K.oraon 23.73 5.40 17.31 8.39 13.82 30.31 .01 1.01
Manda 23.74 3.30 49.04 5.91 0.48 12.91 3.40 1.21
Bahria 27.53 8.83 27.28 12.55 1.92 19.35 0.02 2.52
Total 0.00 3.33 10.49 6.53 19.09 50.84 2.13 7.59
Source: Economics and Statistics Department Allahabad, 2011

Cultivable land has also increased it means most of land, which is being used for industrial

purpose, are barren land or uncultivable land. Further, most of >and that is covered by upcoming

industries is also baren land. Area under cultivable land also lias increased where as area under

uncultivable land has decreased during the same period. Forest land, Meadow land and Fallow land are

remained same. 27 percent land is still remained unutilized that shows potential industrial activities.

Before highlighting any potential region for industrial development, it is essential to look into the

availability and nature of land in particular region. While industrialization is taking place, at the same

time it is imperative to underpin the agricultural prosperity by bringing balance and proper integration
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between agriculture and industrial growth. In the view of this, this study has examined the land use
patter on the block level. Table I reveals that Bahadupur, Chaka and Bahria are showing huge
availability of barren land around 26.6, 31.5 and 27.3 percent respectively and substantiated by existing
industrial base of8.2, 14.0 and 8.9 percent respectively.

2.7. WATER AVAILABILITY
Water availability is a very essential precondition for many of the manufacturing operations.

Those industries whose manufacturing operations require very less amount of water may also require
water for workers and other normal day to day operations. The ind ustry may pump the ground water if
it's available; otherwise, a regular water supply is necessary.Main source of surface water in the district
is Ganga and Ymuna.The rivers of the district belong to the mai!1 system of Ganga and comprise several
subsystems of which the most important are theYamuna and the Tons, other including the minor systems
of the Varuna and th1 Sai. Ground water availability is higher in t~e in the northern and central part of
the district. All the blocks fall under safe zone. Dhanupur and Baharia have highest availability ofground
water followed by Karchhan and Holagarh blocks within the district.

2.8. CROPPING PATTERN
The cropping pattern in the district has vastly changed during the last 30 years. The only crop

which continues to be important during all these years is paddy. Area underpaddy cultivation increased
from around 30.7 per cent of net sown area in 1960-61 to around 57.06 per cent during 2000-01. Area
under wheat cultivation increased from 11.60 per cent in 1960-61 to 57.31 per cent of netLsown area in
2000-01. But area under different coarse grains declined during this period, for example area under
barley declined from 18.7 per cent to 2.87 per cent, gram cultivation declined from 20.7 per cent to
10.07 per cent, and peas cultivation declined from 6.84 percent to 1.76 per cent during 1960-61 to 2000­
01.

Block wise cropping pattern confirms same trend, except that in some blocks pulses and
sugarcane and oil s~ed were also grown at significant level. The blocks where are; under pulse
cultivation as percen'tage of net s~wn area was above 15 per cent are Kaurihar (16.4 per cent),

Bahadurpur (19.47 per cent), Jasra (31.52 per cent) Shankargarh (28.82 per cent), Karchhana (17.79 per
cent), Meja (18.94 per cent), Koraon (26.85 per cent) and Manda (18.64 per cent).Similarly blocks
where area under oilseeds was above 5 per cent of net sown are are: Shankargarh (9.46 per cent), Meja
(8.35 per cent) and Manda (6.81 per cent).Even though area under potato cultivation has increased in the

district, blocks were area under potato cultivation was above 5 per cent of net sown area are only few.
These include Kaurihar (5.46 per cent), Holagarh (19.48 per cent), Mauaima (16.81 per cent) and Soraon
(19.59 per cent).

2.9. LABOUR
Labour is distinguish factor, Karl Marx says laboour is the only factor which added the value in

production process. Lobour mobility is possible for Medium ana layge scale industry which can impel
immigration but it is ~uite difficult to small scale industry because they generally do not have power to
attract labor force frolin outside. In recent years demand for skilled labour has risen. Technical education
and literacy rate has become important indicator. Allahabad is the main education centre in eastern
region.Literacy Rateof Allahabad district is 74.2 that is much higher than state literacy rate 56 percent
even that is also higher than national literacy rate 64 percent. In 200 I Allahabad is not only the major
centres of education in the state but also for economic activitieS. Allahabad city is the main centre for
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labour market skilledl and non skilled both. Work participation ratf is 45 percent which is higher than

state average even national average also.Each block has good work participation rate. Shankargarh,

Karchhana, Koraon, Mauaima are witnessed of the highest percentage of main worker more than

25percent.Dhanupur, Handia, Saidabad are the blocks where 22.6, 18.1, 17.9 percentage of people are

engaged in household industries. Koraon,Bahria, Holagarh and Mauaima are the very prominent blocks

in terms of agriculture where 86.2, 75.2, 74.3 and 73.3 percentage of people are engaged in agriculture

Table 2: Labour Force (in 'Yo)

Block name Main Worker Marginal Worker Agri. Worker Worker in H.I.
Kaurihar 23 13 62.7 5.1
Holagarh 21.2 18 74.3 4.8
Mauaima 26 17.2 73.3 5.8
Soraon 24.1 14 55.6 4.9
Phulpur 28.2 14 68.9 9. I
Bahadurpur 20 13.6 - 46.5 11.9
Pratappur 20.7 12 66.8 13.4
Saidabad I 23.2 17 I 54.8 18.1
Dhanupur ! 21.5 22

,
57.6 22.6

Handia 19.5 17 59.7 17.9
Jasra 23.4 18 67 7.8
Shankargarh 32.1 20.4 63.4 3.5
Chaka 19.3 I I 31.8 12.2
Karchhana 29.6 12 62.3 8.6
Kaudhiyara 23.9 19 69.1 14.9
Uruwan 17.9 21 56.8 14.3
Meia 23.1 18 78.8 4.4
Koraon 27.9 22 86.2 4.9
Manda 22.3 15 69.4 7.7
Bahria 23.2 18 75.4 6.2
Total Block 22.7 NA 64.8 9.5

Source: Economics and Statistics Department Allahabad, 20 II

2.10 MARKET /

In recent the ~hare of public sector units to total no of u(1its has substantially declined after

economic reform. Private sector units always adopt profit-oriented strategy. To reduce the transportation

cost some of industries tend to set up their unit near market. Therefore market is very important

phenomenon for industrialization. There is two kind of market one is consumer goods market and

second is capital goods market. The consumergoods market are generally urban agglomerations, while

the capital goods markets can be taken as existing medium or large industry in a region, which may

purchase primary processed products from ancillary and small scale industries. Both market capital

goods and consumer goods exist in the district, Areva Transmission and Distribution Pvt. Ltd. playing as

mother industry because of this so many ancillary unit has been established. They supply their final

capital goods to industry. Within Allahabad district boundary there are II urban centres. Most of them

are concentrated in central and northern part of the district along the railway line. Allahabad is the only

one town that is the class I town and two towns Mauaima and Phoolpur are the class III town. Seven

towns are class IV town and town is class V. This picture shows go.od strength of market scenario and

these urban centres could playa very important role as market and ;treate a huge demand of goods and

services produced by local industries. l
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3. POTENTIAL INdEX FOR INDUSTRIAL DEVELOPMENT
1

Principal component analysis method has been employed to construct the composite index for
industrial development potential. Twenty important indicators have been used to formulate the

Industrial Development Potential Index (lNDPI). INDPI further classified into four categories. Map 2
shows that Chaka, Bahadurpur, Dhanupur, Handia and Uruwan have revealed high potential for
industrial development followed by Karchhana, Saidabad, Phoolpur, SOl'aon and Holagarh. Southern
part of the district have shown very low value of potential for industrialization.
Map 2: Industrial Development Potential Index
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4 CONCLUSION AND SUGGESTION /
The st"dY finds that Industrial development potentIal index is high in Central-Eastern

region of the district. Furthermore this region has an advantage of existence of Delhi-Kolkata Industrial
Corridor, which has a 3 parallel railway line and this area also has a good availability of groundwater
and surface water availability road density, work participation rate and market availability etc. Southern
blocks of the district are dominant in the production of oil seed and other coarse crops that can be used
as resources for agro based industries major resource of agro based industries. In Southern blocks,
connectivity is very poor.

The study suggests that Central-Eastern part of the district, which is prominent in major
factors, in influencing the decision of an industry to set up its plant should be developed as an industrial
corridor which is highlighted in map. This region has shown veryhigh value of INDPI, which is the
combined measure of all 20 identified factors in the district. Southern blocks have poor connectivity
with other part of the district and are rich in coarse crops and these blocks have also accommodated
more than 70 percent of its population in agriculture, which shO\ys the disguised employment. Southern
blocks have potential to supply raw material for agro-based industrills and labourers ti'OlTI agriculture by
connecting to propos1d industrial region through proper road netw~rk. Skilled human resources should
be exploited by establishing information Technology Park in the region.LocalEntrepreneurship should
be promoted to exploit the existing resource and make them more productive.
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Map 3: Potential Region for Industrial Location
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Appendix 1: Industrial Development Potential Index (INDPI)

Indicator
--

Sr. No. Blocks INDPI

I Kaurihar 0.98 Density of Industries

2 Holagarh 4.03 Percentage ofInd. worker to total Population

3 Mauaima 4.00 Length of total pakki roads per thousands sq. Km.

4 Soraon 4.43 Distance from Railway Station (km.)

5 Phulpur 4.25 Ground Water Availability

6 Bahadurpur 5.73 Percentage of net area irrigateq by public canalsonnet irrigated area

7 Pratapp~r 4.01 Irrigation Intensity /

8 Saidaba~ 5.44 Number of Biogas plants in villag~S per 100 population

9 Dhanupur 6.14 Percentage of Barren Land to the total area

10 Handia 6.73 Fallow Land to the total Area

II Jasra 2.38 Percentage of main worker

12 Shankargarh -1.87 Literacy rate

13 Chaka 5.97 Population Density per km'

14 Karchhana 5.16 Ratio of urban population to total population

IS Kaudhiyara 3.26 Cropping Intensity

16 Uruwan 5.45 Percentage of net irrigated area to net area sown

17 Meja 0.78 Net Sown Area

18 Koraon -1.41 Number of primary health centre~per lakh population

19 Manda I 0.95 Number of primary schools per lakh population

20 Bahria 3.28 Population per commercial bank branch

" ,
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ECONOMIC GROWTH, LAND DEGRADATION AND HUMAN
DEVELOPMENT INDICATORS IN RAJASTHAN

Dr. Ransa Jain*
Abstract !

Nowadays, ~uman resource development is considered t~ be the end result of all the socio­
economic polices. Human resource development means the people of a country should be educated and
healthy and should have access to resources needed for a decent standard of living. If the human
resource is developed, it could prove to be an important input for balanced regional development. But if
the human being lacks in terms of education, health and access to resources, then it is said to be human
deprivation. Today India is competing with most of the developed countries of the world with a growth
rate of about 9 percent (2006-07). But there is a high degree of lopsidedness in this economic growth.
Some states like Punjab, Maharasthra, Haryana and Gujarat are enjoying a very high level of per capita
income, and there are the states like Orissa, Uttar Pradesh, Rajasthan, Madhya Pradesh and Bihar where
per capita income is so low that they are categorized as the BIMARU states of India. Not only this, these
states are also very poor in terms of their human development indicators. Studies have shown that due to
high level of industrialization and extensive and intensive use of natural resources, land degradation has
affected the agricultural activities in most of the states. The present paper examines the pattern of
economic growth, sectoral shifts in employment, changes in rural ind urban poverty and the extent of
land degradation in IRajasthan during the past few decades. It (analyses the impact income, land
degradation, basic amenities and female literacy rate on human development indicators. Land
degradation is found to have a negligible impact on human development indicators as it has occurred
mainly in desert and hilly areas of Rajasthan. In these areas, the agricultural activities are meagre and
livelihood mainly depends on migration. Income, basic amenities and female literacy rates are found to
be important variables for human development. The paper suggests to explore opportunities in the non­
farm sector especially in deseart and hilly areas. This would raise human development index and

decrease migration rate and thus would lead the part for sustained economic growth. I-Iuman
development is considered to be the only panacea of all problems like poverty, unemployment,
population pressure, high infant and child mortality rate, illiteracy, child labour, women empowerment,
regional disparity, environmental degradation, and political instability. It is thus an end in itself as well
as a means of higher productivity and earnings. Human development is defined as the process of
'enlarging the range of people's choices' and formation of human.cap"bilities through investing in people
(UNDP, 1990). This measure differs from Physical Quality of Life Ir\dex in that it includes income as an
indicator of purchas,ng power along with attainment in edudtion and health. Human resource
development involves upgradation of skill to achieve technological progress. Human development
implies the formation of human capabilities such as improved health, knowledge and skills and the use
people make of their capabilities for leisure, productive purpose and being active in cultural, social and
political affairs (UNDP, 1990). Hence human development not only contributes to well being and
improving quality but also contributes to economic growth. A well nourished, healthy, educated, skilled,
alelt labour force is an important productive asset. Therefore, investing in social sectors for raising the
educational and health status becomes important. The concept of human development signifies
improvement in the quality of life of the people in terms of various health and educational indicators.
Through betterment of health, education and skills, human development creates human capabilities that
can lead to productivity enhancement and acceleration in economic growth. In a broader sense, human
development implies improvements in terms of human rights and paIticipation and freedom of choice.

*Associate Professor, Sardar Patel Institute of Economic and Social Reseat;ch, Ahmedabad, (Guj.)

I r.. ---.------ Page 20 --.--:._- -



An improvement in human development index requires that Jhe country or region should have a
sufficient production of goods and services leading to growth ~n incomes and hence to povelty
eradication. Economit growth helps human development through rel:Juction in povelty, improvise access
to basic social services and building of basic capabilities in the people (Taylor Mehrotra and
Delamonica, 1997). It is only the economic growth that can reduce poverty and provide sustainable
economic security. Hence we have a positive sum game : economic growth enables human
development; and human development itself contributes to economic growth. The human development
index is an index measuring the basic dimensions of human development, namely, long and healthy life,
education and a decent standard of living. These dimensions depend upon the existing social and
economic infrastructure in a region. The Indian economy is predominantly agricultural based and about
58 per cent of population earn their livelihood directly or indirectly from the primary sector (Census of
India, 2001). [n India, agriculture itself accounts for about one-fourth of GDP and is the source of
livelihood for nearly two-third of population (Sharma, 2002). It's contribution to country's total output is
about ]2 per cent and is a major source ofpovelty alleviation, nutritional security and empowerment of
agrarian folk (Singh, 2002). India with about 17 per cent of the world's population on only 2.4 per cent

of its land area itself shows a high pressure on all its natural ;resources. The extensification and
intensification of agrifultural land not on Iy decreases the forest areal but the use of fertilizers, pesticides,
extraction of water etc. results into soil erosion, desertification, alkalinity and salinity. of soil. This
reduces the productive efficiency of land by decreasing the soil fertility. The activities of;.I)lining and
querying also result creation of waste land. Out of the total geographical area, 328.7 million hectares are
considered to be land degraded area. Decrease in agricultural productivity decreases per capita income.
Poverty enforces people to fulfill their needs from the easily accessible natural resources. This further
results into environmental degradation. The declining resource availability per capita and shrinking
economic opportunities forces the people to migrate to urban areas for livelihood. With the increase in

economic opportunities and reduction in poverty, the degradation of natural resources decreases. This
leads to increase in per capita income and hence increase in education and health status. Presently India
has achieved economic growth rate of about 9 per cent and is competing with most of the developed
countries of the world. Since economic growth results into human development through investments in

social sectors, it is necessary to determine the extent to which the economic growth is getting translated
into human development. It is also necessary to determine the im,pact of land degradation on human
development indices.IThe present study deals with Rajasthan whdl has diverse physiography ranging
from desert and semi-arid regions of western Rajasthan to the greener belt of Aravallis and the hilly

tribal tracts in the south east. More that 60 per cent of State's total area is desert, with sparsely
distributed population, entailing a very high unit cost of providing basic services (Human Development

Report of Rajasthan, 2002.

Objectives
]. To study the position of Rajasthan in Indian economy.
2. To evaluate the pattern of economic growth in the various districts of Rajasthan.
3. To determine the extent of land degradation in Rajasthan.
4. To study the human development indices in Rajasthan and to find the impact of economic

'I growth and land degradation on human development index.

(



Methodology
The human development index has three components. The first is life expectancy at birth which

reflects indirectly infant and child mortality. In this case, the goal for life expectancy is taken as 85

years. The second is the measure of educational attainment of the society. This measure itself is a
composite. It takes a weighted average of adult literacy (weighted 2/3) and a combination of enrolment
rates in primary, secondary ad teliiary education (weighted 1/3)/The last component is per capita
income adjusted for Ja threshold of 5,000 ppp dollars per capitaJ The human development index is
calculated by defining some notion of a country's achievement in each of these three components and
then taking simple average of the three indicators. The value of human development index varies
between 0 and I. Among the poorer countries it varies significantly and it flatten as one moves to rich
countries (0).

The reason for the acceptance of human development index, as a more appropriate measure of
development at international, national and sub-national levels is perhaps the incorporation of the last two
indicators. These social indicators, which along with per capita income as economic indicator have made
human development index a better measure of development of a country. Ranking the countries of the
world, or states in a country, or districts in a state in decreasing order of human development index and
juxtaposing their per capita income ranking enables one to discern how far a country's, or state's, or
district's human development index is away from its per capita income ranking. A large gap between
human development index ranking and the per capita income ranking. is actually a pointer to the need for
a speedier development of the social sector of the unit under study/Relatively better ranking in human
development index tl~an the per capita income ranking is indicative of better development of social
sector and a more pro-poor policy of public authority.

The present study is based on secondary data. The human development index of various districts
of Rajasthan is obtained from Human Development Report, 2002. The other secondary sources like
Primary Census Abstract, Census of India, Statistical Abstract, various issues of Economic Surveys,
Forest Survey of India, Waste Land Atlas of Rajasthan, 2003 are also used to obtain data on economic
growth and land degradation.

The economic growth in Rajasthan is measured through the share of primary, secondary and
tertiary sector in the state domestic product. The degraded land area is obtained by adding under utilized
degraded notified forest, under utilized notified forest land (agriculture), degraded pastures/ grazing
land, and degraded land under plantation crop. Degraded land has a maximum impact on the primary
sector activities. Therefore, the districts were categorized as high, medium and low on the basis of their
primary share in domestic product and land degradation.

In order to filld the relationship between economic growth land human development index, the
ranks were compared! It was tried to determine the extent to whicll the economic growth is able to get
translated into development of education and health index in the various districts of Rajasthan.

Further, to find the impact of economic growth and land degradation on human development
indicators, some regression models were built. Two more variables were also taken into consideration.
These are amenities index and female literacy rates. Basic amenities mainly consist of electricity, water
supply and sanitation. It was thought that economic growth leads to the development of social services
in a region and female literacy rate is an indicators of the development of the whole family.

The models are as follows:
Modell: ED = a + ~lll + B2LDG + ~3AI + ~4FLT + U,
Model II : HL = a + ~lll + B2LDG + ~3AI + ~4FLT + U,
Model III : HOI = a + ~lll + B2LDG + ~3AI + ~4FLT + U,
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Here EO refers to education index, HL refers to health index, HOI refers to human development index,
II refers to income index, LOG refers to land degradation, AI refers to amenities index, FLT refers to
female literacy rate and U refers to disturbance term.

Rajasthan in Indian Economy !
Rajasthan witll a total geographical area of 342239 sq. km, is India's largest state (Table-I). The

population of Rajasthan is over 5.6 crores recording a decadal growth rate of 28.33 percent (highest in
India) with a density of 165 persons per sq. km. Sex ratio is low as compared to the national average.
Literacy level, especially for girls, is among the lowest in the country. Infant mortality rate and child
mortality rate is very high. Life expectancy (59.1) is among the lowest in the country. Only 15.7 per cent
household have access to basic facilities. If the data of Rajasthan are compared with that of Kerala,
which has highest human development index, it can be said that Rajathan has to make many strides
towards the process of development. It has to take care of its population size, sex ratio, literacy rate,
especially female literacy, health status, basic services and poverty.

Economic Growth in Rajasthan
The economic growth in Rajasthan is represented through sectoral shares in NSOP at constant

prices (table-2). The share of agriculture and allied sector has declined from 47.3 per cent in 1990-91 to
44.3 per cent in 1997-98. The negative growth rate of -3.5 per ce(t is basically due to the decline in
growth rate ofagricuI~ure (-3.7 %). In mining and manufacture, though the growth rate has. declined, but
there is marginal increase in the share in NSOP. The growth rate of mining has declined from 3.5 per
cent to 1.1 per cent and that of manufacturing from 10.6 per cent to 1.1 per cent. The construction
activity has also shown a decline in its rate of growth from 43.1 per cent to 1.4 per cent but it has shown
only a marginal decline of 0.5 per cent in its share in NSOP. The share of electricity, gas and water
supply has increased from 0.9 per cent in 1990-91 to 2.2 per cent in 1997-98. The important point is that
the growth rate of electricity, gas and water supply was negative in 1990-91 (-25.6%) which has become
15.9 per cent in 1997-98. The share of transport and communication in NSOP has increased by 1.4 per
cent but its rate of growth has declined from 10.4 per cent to 4.6 per cent. Among the transportation and
communication, the maximum decline in rate of growth is found for railways (from 15.1 % to 2.4 %)
followed by trade, hotels and restaurants (from 12.0% to 4.2%). Other transport and storage activities
have shown a positive sign in its rate of growth from -8.0 per cent to 8.2 per cent. In the case of other
services, the share in NSDP has increased frol11 15.8 per cent to 17.3·per cent, but there is decline in the
rate of growth. AmolW other services, banking and insurance as w1{1 as real estate and ownership have
performed well. On ah average, the growth rate ofNSDP of Rajasthan has declined from 15.7 per cent
in 1990-91 to 0.4 per cent in 1997-98. The growth rate of per capita income has also declined from 13.2
per cent in 1990-91 to -1.4 per cent in 1997-98. The share of primary sector and secondary sector has
declined and that of tertiary sector has increased. The table further shows the rate of growth during the
pre 90's and post 90's period. The table broadly indicates that the growth rate of all the sectors have
declined during the post 1990's. But if it is studied minutely, one can observe the impact of information
and technology in the post reform period. The growth rate of communication has increased from 4.3 per
cent to 15.0 per cent indicating an increase of approximately 15 per cent during the last 5 years. The
growth rate of electricity, gas and water supply has also increased from 3.6 per cent to 18.8 per cent (an
increase of 11.9 per cent during the last 5 years). The mining activity has increased by 4.8 per cent. The
sectoral comparison of growth rate show that the tertiary sector has grown with a rate of 5.6 per cent
during the last 5 years.
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A district-wise performance of various sectors is presented table-3. [n Rajasthan, the share of
non-farm sector (54.3 %) to state's domestic product is high as compare to the farm sector (45.7%)
during [989/90 to 1991/92. The district wise analysis also represent the same situation except
Ganganagar, Bharatpur, Dho[pur, Sawai Madhoopur, Tonk, JaIOl'e, Chittorgarh, Bundi and Jha[awar.
The comparison of the sectoral shares of the districts in domestic product show that those districts which
have relatively better share of primary sector have relatively poor share of secondary and tertiary
sectors. Such districts are Ganganagar, Bahratpur, Sawai Madhopur,.1;onk, Nagaur, Ja[or, Bhilwara and
Chittorgarh. Dho[pur, Banswara, Jaisa[mer and Dungarpur are the If)(ceptions as they have higher share
of either primary and Isecondary sector or primary and tertiary sect~r. Jaisalmer is poor in both primary
and secondary sector but its performance is relative[y better in tertiary sector. Dungarpur has high share
in primary sector and comparatively better share in tertiary sector.

The figures of per capita income indicates that Ganganagar, Chittor and Bundi have higher share
of their primary sector in domestic product and they also have high per capita income as compared to
other states. Ganganagar has topped in per capita income as well as its share in domestic product.
Dungarpur and Banswara have a very [ow per capita income. Both of these districts constitutes the tribal
sub plan area of Rajasthan. Churu, Banner, Jaisa[mer and Jodhpur lie in the desert area where economic
opportunity is very less.

Tab[e-4 presents an employment scenario of main workers in Rajasthan from 1981 to 200 I. The
employment share for cultivators has declined from 61.6 per cent in 1981 to 44.98 per cent in 2001. The
But the agricu[tural labourers doubled during this period. Presently, about 60 per cent of the main
workers are earning their livelihood from stagnant agricultura[ sector. The more dynamic tertiary sector

is able to employ onl~ a small amount of the work force. The employment in trade and commerce has
increased by only 1.9 per cent and that in transport, storage and communication has increased by oly
0.13 per cent. The industrial sector is having a very low share in employment (approx. 9.0 per cent)

Poverty rate in Rajasthan is shown in table -5. The poverty rate in Rajasthan has always
remained lower as compared to all India average. [n 1993/94, the rural poverty in Rajasthan is nearly
half of the rural poverty in India. In Rajasthan, both rural and urban poverty have a declining trend but
the rural poverty is declining at a rapid rate as compared to urban poverty. The higher urban poverty as

compared to rural poverty indicates that people are forced to migrate to urban areas for livelihood.

Land Degradation in Rajasthan
Land degradation occurs due to both natural and man-made factors. Decline in land quality

caused by human activities is a major global issue during the 20th century because of its impact on
world food security and quality of the environment. Agricultural expansion and intensification,
subsistence agriculture, poverty and illiteracy are some of the important causes ofland degradation.

I
Table-6 reveals that Rajasthan has the maximum area of lan~ affected by soil erosion. About 199

lakh hectare land fallis in the category of land affected by soil erosion followed by Madhya Pradesh,
Maharashtra, Andhra Pradesh and Karnataka. Land degraded through other problems is also highest in
Rajasthan (174.9 lakh hecatares) and it is very high as compared to other states of India. The total
problematic land in Rajasthan is 374 lakh hectares which is about 21.6 per cent of the total land area of
the country.

The land utilization pattern of Rajasthan is shown in table-7. Net sown area, gross cropped area
and area sown more than once have increased continuously. Net sown area has increased from 44.13 per
cent in 1975-76 to 49.13 per cent in 2005-06. Similarly, total cropped area has increased from 50.15 per
cent in 1975-76 to 63.33 per cent in 2005-06. This has been made possible by diverting the barren and

Page 24 ._.



uncultivable land, permanent pasture and other grazing land, cultivable waste land and fallow land other
than current fallow into agriculture. This show that for food security, more and more land is brought into
cultivation.

Water logging, salinity/alkalinity, shifting cultivation, deforestation, degradation of crop land as
well as pastures and waste land due to mining and industrial activities are some of the common
examples of land degradation. This creates not only food insecufity but also decreases fodder for
livestock. The ultimaie impact is the decrease in per capita income! health and education. In Rajasthan,
water logging and shilfting cultivation is not the major problem for land degradation. Salinity /alkalinity
is high basically in those areas where agricultural practices are comparatively low. So, to some extent, it
could be considered as a natural phenomenon. Mining and industrial activity has resulted into wasteland
but it is not a part of the agricultural land.

Therefore, district wise land degradation is constructed by taking four types of land degradation,
namely under utilized degraded notified forest land, under utilized notified degraded forest land
(agriculture), degraded pastures/grazing land and degraded land under plantation crop (table-8). The
highest land degradation is found in Baran (26.22%) followed by Bundi (21.37%), Sawai Madhopur
(18.33%), Banswara (16.11%) and Bhilwara (14.97%). Land degradation is found to be lowest in
Jhalawar (0.38%), Ganganagar (0.41%), Jaisalmer (0.49%), Karauli (0.73%) and Tonk (0.86%).To find
that whether there is any relationship between the degradation of land and the practicing of agricultural
activities, the district are categorized into high, moderate and low in terms of their share in primary
sector and percent of land degradation (table -9). It is observed th7t Bharatpur, Ganganagar and tonk
districts have high sllare of primary sector in domestic product mid very low land degradation. Land
degradation is high ih Ajmer and Jaipur but they have less agricultural activities. Alwar, Banswara,
Bhilwara, Kota, Sikar and Sirohi also have high land degradation but these districts have comparatively
high growth of non-farm sector. Banswara is the hilly area and therefore has less economic opportunity.

Human Development Indicators in Rajasthan
Tabie-IO presents a picture of human development index in the various districts of Rajasthan.

Kota (74.45) has the highest literacy rate followed by Sikar (71.19), Jaipur (70.63) and Churu (66.97).

Banswara (44.22), Jalore (46.51) and Dungarpur (40.32) are the districts which have very poor literacy
rate. Dausa district has 100 per cent children enrolment ratio. Kota (90.0) and Ajmer (86.8) are also
having a higher children enrolment in schools as compared to other districts. JalOl'e is very poor in terms
of enrolment of children in schools. The education index show that Kota (0.449) is at the highest

position followed by Ajmer (0.423), Jaipur (0.417), Jhunjhunun (0.408), Karauli (0.407) and Sawai
Madhopur (0.407). Education index is very low in Banner (0.208)fi JalOl'e (0.219), Banswara (0.231),

Jaisalmer (0.261). For' the health status, the highest life expectanc~ is achieved by Ganganagar (70.1)
and Hanumangarh (70.1) followed by Jhunjhunun (68.9) and Bikaner (68.8) while the lowest life
expectancy is achieved by Chittorgarh (57.5), Banswara (57.9), Dungarpur (58.8) and Dholpur (58.8).
The health index has also followed the same pattern with highest position in Ganganagar and
Hanumangarh (0.752) followed by Jhunjhunun (0.732) and Bikaner (0.730). The lowest health index is
in Chittorgarh (0.542), Banswara (0.548), Pali, Dholpur and Dungarpur (0.563). The poverty rate is
highest in Dungarpur (41.9) followed by Jhalawar (35.0), Kota (29.9) and Udaipur (29.1). Income index
is highest in Ganganagar (0.842) followed by Hanumangarh (0.822), Ajmer (0.758) and Jaipur (0.751).
It is lowest in Dungarpur (0.530) and Bm'mer (0.581). The last column of table -9 reveals that
Ganganagar (0.656) has achieved the highest human development index followed by Hanumagarh
(0.644), Kota (0.613), Jaipur (0.607), Ajmer (0.592) and Bikaner (0.592). The low human development
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index is achieved by Dungarpur (0.456), Barmer (0.461), Banswara (0.472) and Jalore (0.500). It seems
that there is some relationship between economic activities and the human development indices.

To make the picture more clear, the difference between the ranks of economic growth and human
development indicators is calculated. These differences show the extent to which economic growth in a
district is translated into development of education and health indices. A negative difference means that
the economic growth in the district is high and it is not getting translated into human development
indicators. This emphasizes the need to have more investment in human development. So efforts should
be made to raise the per capita income.

In table-l1, columns (5) and (6) represent such differences. The difference between income
index and education index is found to be negative for Banswara, .Baran, Barmer, Bundi, Chittorgarh,
Gangangar, HanumaI)garh, Jaisalmer, Jhalawar, Nagaur, Rajsama(1d, Sirohi and TonIc The negative
difference is very high in Baran, Bundi, Chittaurgarh, Jalore, Sirohi and Tonk districts. These districts
need special care for the development of education status. The districts with high positive difference
between ranks of income index and education index are Ajmer, Bharatpur, Churu, Jhunjhunun, Jodhpur
and Sikar. These districts require more emphasis on economic growth.

The difference between ranks of income index and health index is highly negative for Alwar,
Bhilwara, Bundi, Chittaurgarh, Pali and Rajsamand. It seems that the economic growth has not

translated into development of health status in these districts. They require more efforts for the
development of medical facilities. A high positive difference is found in Churu, Dausa, Jaisalmer,
Jhunjhunun, Jodhpur and Sikar. This indicates the need to have more efforts for economic growth.

Regression Results
The regression results of the three model are shown in table-12. All the three models were first

regressed with two ellplanatory variables namely income index and(rercent of degraded land. But the R
square obtained was ~ery low indicating that these variables are not sufficient to explain the variation in
the dependent variables. The models were further regressed by adding two more variables namely
amenities index and female literacy rate. The value of R square in all the models increased.

Model I show that all the four independent variables explains about 6 I per cent variation in

education index. The t-value show that the impact of amenity index and female literacy rate on
education index is positive and significant. The impact of income index and per cent of degraded land is
positive and insignificant. Model I1 explains about 53 per cent variation in the health status. Again the
impact of amenities index and female Iiteracy rate on health status is found to be positive and

significant. The impact of income index is negative but insignificant. The impact of land degradation is
positive and insignificant. Model !II explains about 76 per cent variation in the dependent variables. It

was found that the impact of income index, amenity index and female literacy rate is significant. The
impact of land degradation is positive and insignificant.

This reveals that the basic amenities and female literacy l'ateiis essential for the development of
human development indicators. Land degradation is not found tor have significant impact on human
development index. This is because most of the areas in Rajasthan are drought prone. Some area belongs
to deselt. ApaIt fi'om agriculture, people also have some alternative non-farm activities through which

they earn their livelihood during scarcity. Seasonal migration and rural-urban migration is common
during off-season. Therefore, there is a need to create some economic opportunities apart from
agriculture. This would stop migration on the one hand and on the other which is more important is the
human development index by providing income and social security to the people.
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Conclusion and Suggestion
The economic growth in Rajasthan is influenced by its physiography. Those districts which are

relatively better in terms of primary sector are poor in terms of secondary and tettiary sector. Agriculture
itself suffers from drought. Both rural and urban poverty are decreasing in the state, but the rate of
decrease in rural povelty is high as compared to that of urban poverty. This is mainly due to the
migration of population to urban areas during the period of scarcity. Due to poverty and extreme
climatic conditions, agricultural labourers are increasing and cultivators are decreasing. The secondary
and tertiary sector has captured a very less share of work force. Though tertiary sector is emerging, but
the rate of growth is very slow as compared to developed states of India.

Degradation or land in Rajasthan is very high. But degradation has occurred either in desert area
of the hilly areas of southern tribal region. So it has not much affected the agricultural activities.
Agricultural activities are already less in these areas. People mostly migrate to the nearest district or
state for their livelihood. Poverty is in the desert and tribal area, but these are not influenced by land

degradation. These areas already have less economic opportunity.
Human development index has presented a very complex picture. The districts which are high in

income have a low status of either education or health. There are only few districts like Banner,
Dungarpur, Banswara and Udaipur which are backward in all aspects. They either belong to desett or to
hilly area of Aravalli mountains. Development of social and economic infrastructure is a costly affair in
these districts. The regression result also show significant impact of basic amenities and female literacy
rate on education and helath index. Human development index is found to have a significant impact of

three variables: income index, amenities index and female literacy rate.
Thus it is suggested priority should be give to develop basic amenities and to create awareness

for female literacy i~ the districts of Rajasthan. Emphasis shoul' be on deselt and tribal areas for
balanced regional dev~lopment. Rajasthan is a drought prone area. t-Ience economic opportunities should
be explored in the non-farm sector. This would raise the human development index and decrease
migration rate and hence would lead the path for sustained economic growth.
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Items Raiasthah India Kerala
Area (in sq. km), 2001 342239 (10.41%) 3287240 38863
Population, 200 I 56,507,188 (5.50%) 1,028,737,436 31,841,374
Degree of Urbanization, (1991-2001) 23.38 27.81 25.96
Density of population, 2001 165 324 819
Decadal growth rate of population 28.33 21.34 9.42
Sex ratio, 200 I 920 933 1058
Literacy rate (total), 2001 60.41 64.84 90.86
Literacy rate (female), 2001 44.34 54.16 87.86
Infant mortality rate (1999) 59.1 43.8 16.4
Child MOl1ality rate (from age 1 to 5 yrs), 1996 31 24 4
Life expectancy (1991-95) 59.1 30.3 72.9
% of household having access to all three facilities 15.7 16.1
(safe drinking water, electricity and toilet), 1991
Adult literacy rate (+7),1991 61.Q3 65.16 90.92
% attending school age (6-14), after Y, 1991 72.16 ! 75.30 97.06
Per capita income, 2QO I 11978 r 16487 21046
Work PaI1icipation nite 30.89 30.55 25.87
Poverty rate (%),2001 15.28 26.1 12.72
Electricity consumption (crore kwh), 1998-99 329 360 305
Human Development Index, 2001 0.424 0.472 0.638

Table l' Ra jasthan In Indian Economy

Source: Economic Survey, 2004-05, Census of India, 2001, Pnmary Census Abstract, 2001, National
Human Development Report, 2001.
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cfR'. P dDa e- : et tate omestlc ro uct 0 a asthan at onstant Prices (in Rs.)
Sectors 1990-91 Percent 1997-98 Percent Rates of Growth (%)

Rs. in Share ROG Rs. in Share ROG 1980/81 1990's Last 5 Period
lacs lacs to yrs

1990/91
A.A~ri. & allied activity 400428 47.3 22.1 493473 44.3 -3.5 6.8 3.0 3.4 5.2

1 Agri (incl. A.H.) 385419 45.5 23.0 475939 42.7 -3.7 6.6 3.1 3.4 5.1
II Forestry 14705 1.7 3.3 16625 1.5 2.0 14.2 1.8 2.2 8.9
III Fisheries 304 0.0 -16.3 909 0.1 2.9 -11.0 16.9 6.8 -0.4

B. Mining and Manu. 168154 19.8 16.0 221378 19.9 2.7 7.4 4.0 3.6 6.0
I Mining 11747 1.4 3.5 21684 1.9 1.1 4.0 9.2 4.8 6.1
II Manufact. 95098 11.2 '10.6 97566 8.8 1.1 7.6 0.4 0.6 4.6

a. Manu. (Regd,) 58862 6.9 21.5 49957 4.5 1.6 11.4 -2.3 -1.3 5.6
b. Manu.(unreg.) I 36236 4.3 -3.4 47609 4.3 0.6 I 3.5 4.0 3.0 3.7

III Construction 1 53837 6.4 43,1 77126 6.9 1.4 \ 8.7 5,3 5.3 7.3
IV Ele. gas & water 7472 0.9 -25.6 25002 2.2 15.9 3.6 18.8 11.9 9.6

supply
C Transnprt & Comuu. 144840 17.1 10.4 206531 18.5 4.6 9.3 5.2 5.6 7.6

I Railway 5507 0.6 15.1 5206 0.5 2.4 4.7 -0.8 6.8 2.4
II transpolt & storaae 8868 1.0 -8.0 14126 1.3 8.2 5.9 6,9 7.2 6.3
l[] Commun. 2891 0.3 3.0 7676 0,7 8.5 4.3 15,0 14.9 8.5
IV Trade, Hotels 127574 15.1 12.0 179523 16.1 4.2 10.0 5.0 5.2 7.9

D Othel' Sel·v. 133838 15.8 4.3 192390 17.3 3.8 7.9 5.3 5.5 6.8
I Bank. & Insur. 30792 3.6 2.4 47680 4.3 3.2 12.1 6.4 5.4 9.7
II Real Estate 27137 3.2 2.6 34115 3.1 3.9 3.6 3.3 3.9 3.5
III Public Admin. 27832 3.3 7.8 39192 3.5 5.6 8.3 5.0 6.1 6.9
IV Other Services 48077 5.7 4.7 71403 6.4 3.3 8.5 5.8 6.2 7.4

NSDP 847260 100 15.7 1113772 100 0.4 7.5 4.0 4.2 6.0
PCI (Rs.) 1942 0.2 13.2 2215 0.2 -1.4 4.7 1.9 2.1 3.6

Primary sector 412175 48.6 21.5 515157 46.3 -3.3 6.7 3.2 3.4 5.3
Sec. sector 156407 18.5 17.1 199694 17.9 2.8 7.7 3.6 3.5 6.0

Tertiary sector 278678 32.9 7.7 398921 35.8 4.2 ' 8.6 5.3 5.6 7.2

Son~c~: Various E~ollomic Surveys of Rajasthan from 1980/81 to HJ99/2000, Directorate of Eco. &
Statistics, GOR, Jalpur
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Table - 3: District wise Domestic Product in Rajasthan: 3 year averages of Shares of Sectors (%) :
1989-90 to 1991-92

Districts jNSDP Farm Non- Primal}' Secondary Tertiary PCI Growth Rate (%)
Sec. farm Sector Sector Sector

Sec.
From 1989/90 to 1991/92 1980/81 1991192 1980/81 1986/87 1980/81

to to to
1986/87 1990/91 1990/91

Ganganagar 100.0 63.3 36.7 64.5 6.9 28.6 2039 7386 5.17 71.76 P.41
Bikaner 100.0 37.6 62.4 38.5 13.9 47.2 1126 4399 11.69 15.02 13.19
Churu 100.0 41.4 58.6 41.7 10.1 47.5 1051 3175 8.55 13.05 10.57
Jbunjhunun 100.0 29.1 70.9 36.8 23.0 40.3 996 3467 8.74 16.05 12.00
Alwar 100.0 146.0 53.8 46.5 33.2 29.0 1205 ! 5269 8.48 21.81 14.35
Sharatpur 100.0 153.2 46.8 53.6 13.6 32.9 1682 3976 2.25 15.65 8.14
Dholpur 100.0 53.4 46.6 54.1 9.8 36.2 0 3404 - 13.27 -

S.Madhopur 100.0 59.5 40.5 60.7 7.8 31.1 1144 4538 8.32 19.69 13.34
Jaipur 100.0 30.1 69.9 30.9 31.2 37.9 1352 4794 12.30 12.07 12.20
Sikar 100.0 41.3 62.2 41.5 14.6 47.4 912 2996 11.48 11.35 11.42
Ajmer 100.0 26.9 73.1 27.5 27.8 44.6 1182 4400 9.00 17.30 12.69
Tonk 100.0 54.8 45.2 55.1 12.1 32.8 1257 4711 9.60 16.68 12.76
Jaisalmer 100.0 34.9 65.1 38.4 12.6 49.0 1074 3576 12.74 10.16 11.56
Jodhpur 100.0 31.8 68.2 34.2 19.7 46.0 1131 3982 7.75 17.60 12.12
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Nagaur 100.0 146.8 53.2 56.2 12.5 31.2 947 I 4134 12.62 16.44 14.34
Pali 100.0 !42.0 58.0 42.2 21.5 36.2 1155 4496 8.55 18.92 13.15
Barmer 100.0 48.0 52.0 48.4 14.5 37.1 877 2824 5.50 18.48 11.22
Jalore 100.0 62.3 37.7 62.5 9.7 27.9 982 3825 9.63 17.53 13.15
Strohi 100.0 39.4 60.6 41.5 22.0 36.6 1095 4556 10.55 17.92 13.84
Bhilwara 100.0 47.1 52.9 52.8 19.1 28.1 1144 4391 9.57 17.28 13.01
Udaipur 100.0 35.7 64.3 43.6 22.8 33.6 1233 4038 8.63 14.79 11.39
Chittorgarh 100.0 56.5 43.5 58.2 16.4 25.5 1523 5806 7.46 19.88 -
Dungarpu 100.0 47.3 52.7 50.2 13.2 36.6 8?1 2735 9.37 14.24 11.56
Banswara 100.0 50.0 50.0 51.1 21.7 27.2 892 3739 8.63 20.59 13.91
Bundi 100.0 61.8 38.2 64.8 9.4 25.8 1492 5508 14.28 10.62 12.60
Kota 100.0 45.0 55.0 46.9 22.3 30.8 1674 5925 11.45 13.05 12.18
Jhalawar 100.0 59.9 40.1 60.1 11.1 28.8 1188 4181 9.50 15.34 12.12
Rajasthan 100.0 45.7 54.3 47.9 18.9 34.0 1222 4497 9.41 16.50 12.58

Source: Dlstnct Domestic Products Estimates by Directorate ofEco. and Statistics, GaR, JmpuL

(
fM WfSa e- : are 0 ectors In Employment 0 ain orkers (%)

Sector Employment Employment Employment
Share (2001) Share (1991) Share (1981)

Agriculture ICultivator 44.98 58.8 61.6
Agriculture Laborers 14.47 10.0 7.3
Agriculture Allied Activities 3.74 1.8 2.9
Mining and Quarrying 0.94 1.0 0.9
Household Manufacturing 2.84 2.0 3.3
Non Household Manufacturing 5.95 5.4 5.6
Construction 4.49 2.4 2.0
Trade and Commerce 8.20 6.4 5.3
Transp0l1, Storage and Communications 3.63 2.4 2.5
Other Services 8.68 9.7 8.6
All Sectors 100.0 - 100.0 100.0

T bl 4 Sh

Source: Government of India, Pnmary Census Abstract 1981, and P/llnary Census Abstract 1991,200 I,
Registrar General of I/ldia, New Delhi. (

1'able - 5: Poverty Rates in Rajasthan and India (%), 1973/74 to 1993/94
Region 1972/73 1977/78 1983/84 1987/88 1993/94 Trend in Povel1y rates over

20 years Last I0 years Last 5 years
India 54,9 51.8 44.8 39.3 33.5 -2.4 -2.9 -2.6
Rural 56.4 53.1 45.6 39.1 33.4 -2.6 -3.1 -2.6
Urban 49.2 47.4 42.2 40.1 33.7 -1.9 -2.2 -2.9
Raiasthan 46.3 38.0 35.0 34.9 20.1 -4.1 -5.4 -8.8
Rural 44.8 35.9 33.5 33.2 16.2 -5.0 -7.0 -11.3
Urban 53.2 46.4 40.4 39.0 33.1 -2.3 -2.0 -2.7

Source: Source: Columns 2 to 4: Government of India (1923), "Report of the Expert Group on
Estimation of Proportion and Number of Poor", Planning Commis~fon, Perspective Planning Division,
July, New Delhi; Coljlmns 5 and 6: Ameresh Dubey, and Shubhasl~is Gangopadhyay (1998), "Counting
the Poor - Where are the Poor in India?", Sarvekshana Analytical Report Number 1, Department of
Statistics, Government of India, New Delhi; Columns 7 to 9: calculations based on the above specified
sources.
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(Source: Forest Survey of IndIa, The State of Forest Report, 1999

Table -6: Area Affected by Soil Erosion and Land Degradation in India, 1984 (Lakh hectares)
StateslUTs Land affected by Land degraded through Total problems area Percent to all

soil erosion other problems India total
Rajasthan 199.0 174.9 373.9 21.6

Madhya Pradesh 196.1 11.1 207.2 12.0
Maharashtra 191.8 6.7 198.5 11.5
Uttar Pradesh 71.1 60.1 131.2 7.6

Gujarat 99.5 26.4 125.9 7.3
Andhra Pradesh 115.0 7.3 122.3 7.1

Karnataka 109.9 4.1 114.0 6.6
Orissa 45.8 32.3 78.1 4.5
Bihar 42.6 22.9 65.5 3.8

West Bengal 10.3 32.7 43.0 2.5
Haryana 15.9 25.7 41.6 2.4

Tamil Nadu 36.4 1.8 i 38.2 2.2
Punjab I 10.1 22.3 \ 32.4 1.9
Assam 22.2 7.8 30.0 I.7

Arunachal Pradesh 24.4 2.1 26.5 1.5
Kerala 17.6 1.8 19.4 1.1

Himachal Pradesh 19.1 - 19.1 1.1
Meghalaya 8.4 2.7 II.! 0.6

J &K 8.8 0.1 8.9 0.5
Manipur 3.7 3.6 7.3 0.4
Mizoram 4.2 1.9 6.1 0.4
Nagaland 4.1 0.8 4.9 0.3

-
Sikkim 3.0 - 3.0 0.2
Tripura 1.7 1.1 2.8 0.1

Goa 2.0 - 2.0 0.2
UT's 3.4 - 3.4 -
India 1266.2 464.9 1731.1 100.0 --

Table-7: Land Dtilis tion in Rajasthan -1975/76 to 1995/96 (in hectares)
Land Utilisation 1975-76 1985-86 1995-96 2005-06

Total Geographical area 34227113 (100.0) 34227113 (100.0) 34227113 (100.00) 34227113( I00.00)
RepOlting area for land 34188354 (99.89) 34236692 (100.03) 34242613 (100.05) 342266175
utilisation Purpose (100.11)
Forest 1874678 (5.48) 2227703 (6.51) 2458185 (7.18) 2674961(7.81)

\6..rea under non-agri. uses 1427592 (4.17) 1521012 (4.44) 1679839 (4.91) 1823361 (5.32)

Barren and uncultivable land 3132915 (915) 2816489 (8.23) 2656683 (7.76) 2438926 (7.12)
Permanent Pasture and 1803800 (5.27) 1840275 (5.38) 1745412 (5.10) 1707194(4.98)
other grazing land
Land under miscellaneous 11234 (0.03) 34208 (0.10) 15613 (0.05) 20919 (0.06)
tree crops & groves
Culturable Waste Land 6647487 (19.42) 5988033 (17.49) 5103484 (14.91) 4590098 (13.40)
Fallow Land other than 2251746 (6.58) 2228430 (6.51) 1972249 (5.76) 2264095 (6.61)
Current Fallow -
Current Fallow 1933467 (5.65) 2016922 (5.89) 2~35797 (5.95) 1909659 (5.57)

Net Area Sown I 15105435 (44.13) 15563620 (45.47) 161)75351 (48.43) 16836488 (49.13)

Total Cropped Area 17163918 (50.15) 18137404 (52.99) 19672913 (57.48) 21699341 (63.33)

Area Sown more than once 2058483 (6.01) 2573784 (7.52) 3097562 (9.05) 4862853 (14.19) .
FIgures Il1 parentheses ( ) represent the percentage of total geographIcal area.
Source: Government of Rajasthan (I979, 1987, 1996), Statistical Abstract, Directorate of Economics
and Statistics.
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Districts Under utilized Under utilize degr. Degr. pegr. land Total %of

degr. nO~i. forest noti. forest land pastures / ( under degr. degraded
la d (agri.) grazing land plantation crop land land

Ajmer 501.46 0 332.08 0 833.5 9.83 (26)
Alwar 884.88 0 0 0 884.9 10.56 (27)
Banswara 767.05 39.69 4.77 0 811.5 16.11 (29)
Baran 1266.45 116 437.93 3.03 1823 26.22 (32)
Banner 126.58 0 1382.8 0 1509 5.32 (17)
Bharatpur 45.8 0.51 0 0 46.31 1.64 (8)
Bhilwara 320.6 9.67 1230.23 5.07 1566 14.97 (28)
Bikaner 72.24 0 680.36 0 752.6 2.93 (12)
Boondi 969.01 6.5 178.37 32.03 1186 21.37 (31)
Chittaur 314.42 34.53 80.56 0 429.5 3.95(14)
Churu 33.67 1.97 328.82 0 364.5 2.17(11)
Dausa 0 218.6 2.63 44.41 265.6 8.04 (23)
Dhaulpur 92.12 11.65 0 0 103.8 3.45 (13)
Dungarpur 189.32 65.09 0 · 10.87 265.3 7.04 (20)

:Janganagar 0 0 0 ! 0 0 0.41 (2)
Hanumngarh 29\37 0 58 I 0 87.37 1.78 (9)
Jaipur 691.72 7.9 74.97 0 774.6 7.28 (21)
Jaisalmer 143.76 7.34 0 0 151.1 0.49 (3)
.TaIOJ·e 174.59 0 462.26 0 636.9 5.98 (19)
Jhalawar 0 22.47 1.03 0 23.5 0.38(1)
Jhunjhunun 48.62 2.83 17.57 0 69.02 1.16 (7)
Jodhpur 33.19 0 1093.06 0 1126 4.94 (15)I--'-C'----- _
Karauli 0 39.42 0.65 0 40.07 0.73 (4)
Kota 314.42 23.25 147.33 0 485 8.86 (24)
Nagaur 122:81 0 916.29 9.63 1049 5.92(18)

'Pall 12.42 8.42 598.88 33.95 653.7 5.24(16)
Rajsamand 40.46 0 1.45 0 41.91 0.89 (6)

S.Madhopur 692.71 30.55 182.49 11.13 916.9 18.33 (30)
Sikar 22.14 0 544.95 3.87 571 7.38 (22)
Sirohi 421.41 36.13 0 0 457.5 8.91 (25)
Tonk 25.05 1.58 8.85 26.62 62.1 0.86 (5)
Udaipur 253.65 0 0 ;' 0 253.7 2.01 (10)
Rajasthan 890P.91 710.3 8766.47 \ 181.28 18568 5.40

Source: Wasteland Atlas, Rajasthan, 2003

Table - 9: Relationship Between Share of Primary Sector in Domestic Product and Percent of
Land De<>radation

Source: Computed 1

Cateo-ories Share of Primary Sector % of Land degradation
Bharatpur, Bundi, Chittaurgarh, Dholpur, Ajmer, Alwar, Banswara, Bhilwara, Bundi.

High Ganganagar, Jalore, Jhalawar, Nagaur, S. Jaipur, Jalore, Kota, S.Madhopur, Sikar,
Madhopur and Tonk Sirohi

Alwar, Banswara, Barmer, Bhilwara, Bikaner, Banner, Bikaner, Chittorgarh, Churu,
Moderate Chunt, Dungarpur, Kota, Pali, Sikar, Sirohi, Dholpur, Dungarpur, Jodhpur, Nagaur, Pali

Udaipur
Low Ajmer, Jaipur, Jaisalmer Jhunjhunun, Jodhpur Bharatpur,Ganganagar, Jaisalmer, Jhalawar,

· .Thunjhunun,Tonk, Udaipur
Rank Correlation Coefficient: -0.007 (share of primal)' sector in descending order and % of land degradation
in ascending order) i

~- (
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oTable -1 : Human Development Indicators in Raiasthan
EDUCATION HEALTH INCOME Human

District Literacy Children's Educatio Life Health Adjusted Poverty Income Develop

Rate(%) Enrollment in n (HOI) Expectancy (HOI) per capita Rate (HOI) ment

Schools (%) Income (%) Index

Ganganagar 64.84 61.7 0.376 70.1 0.752 0.818 8.8 0.842 0.656
Hanumngar 65.72 51.5 0.358 70.1 0.752 0.818 16.5 0.822 0.644
Kota 74.45 90.0 0.449 64. I 0.652 0.750 29.6 0.739 0.613
Jaipur 70.63 66.8 0.417 66.2 0.687 0.685 18.7 0.717 0.607
Alwar 62.48 74.0 0.388 63.2 0.637 0.714 13.7 0.751 0.592
Bikaner 57.54 56.1 0.338 68.8 0.730- 0.659 14.4 0.708 0.592
Jhunjhunu 73.61 77.6 0.408 68.9 0.732 ,{).585 24.8 0.627 0.589
Karauli 64.59 67.2 0.407 62.6 0.627 10.661 10.3 0.720 0.584

S.Madhopur 57.34 71.3 0.407 62.6 0.627 0.661 11.8 0.716 0.583
Ajmer 65.06 86.8 0.423 62.6 0.627 0.659 19.7 0.695 0.581
Baran 60.37 74.3 0.324 64.1 0.652 0.775 29.0 0.758 0.578
Dausa 62.75 100.0 0.342 66.2 0.687 0.638 14.4 0.692 0.574
Jodhpur 57.38 73.0 0.347 65.8 0.680 0.628 18.8 0.674 0.567
Sikar 71.19 70.8 0.361 68.4 0.723 0.540 22.1 0.600 0.561
Bharatpur 64.24 68.6 0.371 63.0 0.633 0.627 16.9 0.678 0.561
Bundi 55.80 64.4 0.297 62. I 0.618 0.728 28.0 0.726 0.547
Nagaur 58.26 58.7 0.280 64.9 0.665 0.639 16.5 0.688 0.544
Churu 66.97 67.0 0.301 66.8 0.697 0.558 22.0 0.614 0.537
Pali 54.92 67.3 0.325 58.8 0.563 0.665 17.4 0.706 0.531
Tonk 52.39 74.2 0.302 59.2 0.570 0.680 15.6 0.721 0.531
Chittorgarh 54.37 63.6 0.299 57.5 0.542 0.744 27.0 0.741 0.527
Rajsamand 55.82 74.7 0.298 59. I 0.568. 0.706 27.0 0.712 0.526
Sirohi 54.39 74.5 0.279 59.2 0.570 ,0.670 16.5 0.711 0.520
Jaisalmer 51.40 66.1 0.261 64.0 0.650 10.595 21.9 0.641 0.517
Bhilwara 51.09 58.3 0.284 59.1 0.568 0.658 18.1 0.698 0.517
Jhalawar 57.98 64.1 0.286 61.2 0.603 0.643 35.0 0.645 0.51 I
Udaipur 59.26 62.1 0.290 59.1 0.568 0.632 29.1 0.652 0.503
Dholpur 60.77 66. I 0.306 58.8 0.563 0.580 18.4 0.639 0.503
Jalaur 46.51 45.2 0.219 61.3 0.605 0.616 14.2 0.676 0.500
Banswara 44.22 63.3 0.231 57.9 0.548 0.609 27.5 0.638 0.472
Banner 59.65 46.8 0.208 60.7 0.595 0.522 24.2 0.581 0.461
Dungarpur 48.32 70.2 0.274 58.8 0.563 0.513 41.9 0.530 0.456

Source: Human Development Report, Rajasthan, 2002
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Table -11: Difference in Ranks of Economic Growth and Hnman Development Indicators
(Education and Health) -

Districts Income Index (Rank) Education Index (Rank) Health h,dex (Rank) (2) - (3) (2) - (4)
(I) I (2) (3) 1(4) (5) (6)

Ajmer I 17 2 17 15 0
A[war 4 7 14 -3 -10
Banswara 27 30 31 -3 -4
Baran 3 16 11.5 -13 -8.5
Barmer 31 32 22 -1 9
Bharatpur 20 9 15 11 5
Bhilwara 16 25 26 -9 -10
Bikanr 14 [4 4 0 10
Boondi 7 22 19 -15 - [2
Chittaur 5 20 32 -15 -27
Churu 29 19 6 10 23
Dausa 18 13 7.5 5 10.5
Dhaulpur 26 [7 29 9 0

-0

Dungarpur 32 28 29 4 3
Ganganagar 1 8 - I.5 -7 -0.5

Hal1l~nangarh 2 II 1.5 -9 0.5
Jaipur I 10 3 17.5 7 2.5
Jaisalmer -- 25 29 13 -4 12

f-}alore 21 31 20 -10 I
Jha[awar 24 24 21 0 3
Jhunjhunun 28 4 3 24 25
Jodhpur 22 12 9 10 13
Karauli 9 5.5 17 3.5 -8
Kota 6 I 11.5 5 -5.5
Nagaur 19 26 10 -7 9
Pa[i [5 15 29 0 -14

_fajsamand 12 21 26 -9 -14
S.Madhopur 11 5.5 17 5.5 -6
Sikar 30 10 5 20 25
Sirohi 13 27 23.5 -14 -10.5
Tonk 8 18 23.5 -10 -15.5
Udaipur 23 23 - ;6 0 -3 --

Source: Computed I

R

FIgures III brackets ( ) represents t-values.
* represents 5 % level of significance
Source: Computed

Table-12: e ression Results
Dependent a. ~ coefficients R- Adjusted R-

variable Intercept [[ LOG Al FLT
ED Modell 0.102577 6.43E-06 0.001474 0.002688 0.003509 0.61 0.55

(2.10) (0.79) (I. 16) (2. 10)* (3.39)*
HL Model [[ 0.456829 -3.3E-06 0.000322 0.002412 0.003584 0.53 0.47

(8.40) (-0.36) (0.23) (1.83)* (3.11)*
HOI Model III 0.34709 1.74E-05 0.000378 0.002501 0.0021 0.76 0.72

=;--
(11.51) (3.46)* (0.48) (3.17)* (3.28)*
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An Analysis oflndian Export perf(rmance
Apurva Shrivastava*

Prof. Gyan Prakash**
Abstract

India's export performance is showcasing a very optimistic picture in front of the whole world,
which is attracting investors to invest in India and harvest the yield more than the actual. Present study is
aimed to know the difference between the pre and post WTO era's India's export performance and

understand the reasons behind the difference. The research attempted to compare the export performance
of India for total goods as well as primary and manufacturing goods separately. This scene could be
observed since 1995 i.e. the establishment of World Trade Organization (WTO). The findings reflect
that compounded annual growth rate for the post WTO period is higher than that of pre WTO period.
Similar results of primary and manufacturing goods exports have been observed. Revealed Comparative
Advantage tool has been used to know the status of Indian exporting commodities with reference to the
world. It is observed from the result that India is having comparative advantage over many other
countries like Thailand in coffee, South Africa in iron ore, Myanmar in jute and jute manufactures and

I
Chile in iron and sterl, but still has to chase long for becoming tlie first position holder in the world
market for coffee, iroh ore, iron and steel and jute and jute manufactures. Simpson index has been used
to understand the diversification in the export of Indian commodities. Although, the values of Simpson
index reflected higher diversity level in all the commodities during pre and post WTO 'periods but as
such no significant differences between the level of diversification in coffee, iron ore, iral1& steel and
jute & jute manufactures were recorded. In order to keep the momentum and accelerate Indian export,
Government of India should make such a policy which may make exporting ambience in the country and
compete the competitors of the world in their respective fields.

I. Introduction
India is a vast South Asian country situated at a very beautiful place on this earth, from where it

has three ways open to trade with other countries. It is situated on the coast of three water bodies from
three sides: Arabian Sea in west, Indian Ocean in south and Bay of Bengal in its east. This attracted

many countries to invade it and do the trade from this country. 9n its north it is joined by several
countries through whifh people started trading in earlier times. !

There are several economic and non-economic factors those affect the economic growth and
development of the country. Foreign trade plays an important role in the economic development and

growth of a country. Trade liberation can lead to significant income increases and effectively promote
development by allowing the optional allocation of resources in an economy. India is a country which

imports various products from other nations and also exports the same amount of goods to the world too.
The government policy essentially has been to allow the export of manufactured products quite freely
but restrict export of goods of plant origin, animal origin and mineral origin. The restrictions are

essential in public interest. There are other restrictions too which because of international commitments
under multilateral and bilateral treaties are to be respected. EXpOl1S of hazardous substances are subject
to restrictions under the Basel Convention. Laws were formed to streamline the process of expol1 and
import. These laws ensured the world that our nation is firm toward the expansion of India's trade. The

laws and facilitations announced by the Government were not only concerning about the export and
import of goods and services but were also directed to up gradation o/technology integration of all the

* MBA (MS) Scholar, rl,ternational Institute of Professional Studies, DAJUniversity, Indore, (MP)
** Professor and Dean, School of Economics, DAV University, Indore, (MP)
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departments by using the latest technologies. Since then e-commerce plays a very signiticant role in

trade. The biggest trade partners of India are U.A.E. China, and U.S.A., U.K., Hong Kong, Germany,
Japan, Saudi Arabia, Singapore, Malaysia, Brazil who are also important trade partners. Region- wise,

over half of India's exports (55%) were focussed to only Asia.
The World Trade Organization commonly called as WTO came into existence in 1995. It is one

of the youngest international organizations whose predecessor is ,General Agreement on Tariffs and

Trade (GATT) which Iwas established in the wake of the Second Wdrld War.

India is one of the founding members of WTO along with 134 other countries. India's

participation in an increasingly rule based system in governance of International trade that would

ultimately lead to better prosperity for the nation. Various trade disputes of India with other nations have
been settled through WTO. India has also played an important part in effective formulation of major

trade policies. By being a member of WTO several countries are now trading with India, thus giving a
boost to production, employment, standard of living and an opportunity to maximise the use of the world

resources. According to the WTO Secretariat report, along with the policy statement by the Government

of India, India is expected to snatch most of the business deals that are presently catering the developed

nations which includes major service based industries like telecom, financial services, infrastructure

services such as transport and power.

Benefits of WTO to India

• Foreign trade has been increased
• Agriculture exports has been increased

• Inflow of foreign in~estment has increased

• Services are improved
• Clothing and textile industry are benefited

Restricts dumping

• Promotion to research on patents

Challenges faced by India due to WTO

• India lose its sovereignty as it will follow and make trade policy according to the WTO members.

• Domestic market is subjected to increased threats as lowering of trade restrictions that will allow freer

movements of goods within the country.

• Most of the negotiations under WTO are dominated by developed countries and are against the interest

of developing countries.
India's export sector which was once limping on the crutches of government subsidies, have now

started to grow and ipread wings on its own. The removal of inrumerable bans, licenses and paper
works have given the long required boost to export entrepreneurs. The composition of export basket has

changed in the right direction, comprising 51 % of dynamic goods, whose demand is rising. Service

exports are another shinning light. Primary goods exports and petroleum products exports buckled under

the pressure of recent global recession. The manufactured goods exports helped the country to keep
sailing through world recession. Exports are also spreading to newer potential markets. India is certainly

moving in the right direction, but a lot has still to be attained.

Objectives of the study

? To examine the comparative advantage and diversification 111 India's primary product (Coffee and
iron ore).

? To examine the comparative advantage and diversification in India's manufacturing product (Jute and
jute manufactures and Iron and steel).
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~ To estimate the growth of Indian total export.
~ To estimate the growth of Indian manufacturing product export.
~ To estimate the growth ofindian primary product expoli.

The paper has been divided into following sections. SectionX deals with Introduction. Section 2

consists of Literature IReview. Section 3 is related to Research MeJihodology. Empirics have been dealt

in Section 4. Section 5 comprises of Findings and conclusions.

II. Literature Review

Kanaka and Chinadurai (2012) have conducted a study of comparative advantage of Indian

agricultural exports where they found that after the post reforms era India's comparative advantage has

declined gradually in the field of expolis of spices and cashew but expOli of oil strengthened its position

in the global world.

Mukhetjee has performed a research concentrating on the trends, issues and way forward in

service sector in India. The research proved that the service sector in India is the fastest growing sector

and it has significantly contributed to the GOP, GOP growth, and trade and FOI inflows.

Shinoj and Mathur (2008) have studied the Indian agricultural expoli in the post reform era to

find out the comparative advantage where the inferences were that India has responded to the situation

differently and exports has got deteriorated with the time as a resrilt the country lost its comparative

advantage in the worl~ export. (

Burange and Chaddha (2008) have studied India's merchandise trade where the inference tells

that India enjoys a comparative advantage in the expolis of Ricardo and HO goods but the PC goods are

not having any comparative advantage in the world.

Veeramani (2012) had made a comparative study oflndia's tea and coffee export and found that

the long term export revenue of both the commodities are affected by the movement of the price in the

market and thus the analysis of international trade is important to understand the dynamics of the price

formation.

Maity (2013) has studied the Indian leather export and found that the post WTO phase shows the

exports of leather and leather products are giving a picture of good performance which is more

consistent in results rather than in the pre-WTO phase. But with the global crisis Indian leather industry

is moving towards the side of dark end.

Kumar et al (2005) have focused on the declining export cOmpetitiveness of Indian potatoes in

the post-WTO era, which requires immediate attention of the polity makers. This problem could be

resolved by increasil1g the productivity and decreasing the cost Jf production. Production of frozen

potatoes export from India has depicted competitiveness in the post-WTO era which can be encouraged

to capture the expanding market of the product.

Rao (2012) has researched on the topic which focuses on the growth and instability of the Indian

spices expOli in the world. This study has made the researcher come to the conclusion that the exports of

Indian spices have been growing and instability has also increased which shows that export value is

more than the expoli volume which is because of the increase in price of the spices.

Verma (2001) has conducted a research on Indian textile and clothing industry and the impact of

WTO agreement on the industry. The results show that the Indian textile and clothing industry has

admonished the developed nations for the ATC in letter and not in spirit.

Rastogi et al (2011) have focused their topic on the Indian pharmaceutical industry and found

that the changes brought by the government in the economy have not adversely affected the industry

instead the industry got itself adjusted within the changed scenariD.
/
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III. Research Methodology
The paper is based on the secondary information which has been compiled from various

published and unpublished documents of Government of India and various agencies. The information
was collected since 1990. The following statistical tools have been applied:

1. Compounded Annual Growth Rate (CAGR)
2. Revealed Comparative Advantage (RCA)
3. Simpson Index

Compounded Auuual Growth rate (
For computing compound growth rate of export- primary prdducts, manufacturing products,

Following formula has been used
Y=abte

LnY= Lna + t Lnb+e
Where,
Y- Dependent variable (export earnings)
a- Intercept
b- Regression coefficient
t- Time variable
e- Error term
The compound growth rates were worked out as follows: CAGR= (Anitln ofLn (b)- 1)* I00

Revealed Comparative Advantage (RCA)
The revealed comparative advantage of a nation is measured by the relative weight of a

percentage of total export of commodity's in a nation over the percentage of world export in that
commodity. It is calpulated as the ratio of a country's export ~hare in world trade for a specific
commodity or a group of commodities. The formula is given as:

RCAij = (X;;IXwj) / (X/Xw)
Where,
Xij- 'i' is the country's expOit of commodity OJ'
X w.t world export of commodity OJ'
X i- total exports of country 'i'
Xw- total world export

Simpsou Index
The diversification in export has been measured by Simpson Index. The formula of the index is

given below:
Simpson Index= l-L (n// N/)

Where,
nx - Value of export of product (x) in the country /
Nx - Value oftrienniu]n sum export of product (x) in the country. I,

IV. Empirics
Compound Annual Growth Rate (CAGR)

Compound growth rate of India's total export, Indian manufacturing goods exports and Indian
primary goods exports have been worked out and given in Table No. I for most economic reforms

period.
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Table 1: Compounded Annual Growth Rate of India's Export

!

CAGR
India's total export 14.59*
India's primary goods exports 11.75*
India's manufacturing goods exports 13.50*

years.

*Significant at 1 percent level.

India's Total Expor~
The growth rate of India's total export in post economic reforms has been recorded 14.59 percent

and is significant at I percent level of significance. This reflects that new economic policy has boosted
the Indian export market. There were many changes in economic policies that encouraged the export
sector of the country. Like removal of bans, licenses and paper works have given the required boost up
to export entrepreneurs. Initially India was only Agrarian economy which after implementation of the
policy changes was broke and the manufacturing products exports were also started given equal
importance. This helped India to survive in the global recession time period. The country started
spreading its exports to new potential markets too but still the growth is slow because of some problems
like infrastructures, corruption, and inflation within the country which seeks the attention of the
government. Indian economy has changed a lot after the economic reforms made within India in 1990
and in the world in 1995 by the establishment of the World Trade Organisation. This increased openness
has enhanced productivity and competitiveness, as reflected in Inpia's export performance in recent

I
India's Primary Goods Exports

Indian primary goods exports growth rate in post WTO era has been recorded as 11.75 percent
and it is significant at I percent level of significance. This shows that new economic policies had a long

run effect on the exports of primary goods. But this growth rate did not turn out to give the picture of
current situation. Initially the growth rate of exports of primary goods of India was very slow. But later
on when economic reforms came into existence the scenario changed. India is an agrarian economy

which is also known as the fruit and vegetable basket of the world. But the agro-products are not in that
much demand as of other goods but India overcame this problem by diversifying its agro-products like
exporting frozen potatoes, etc. Marine products did show their increment in the exports. The reduction
of protection to industry and the accompanying depreciation in the exchange rate has tilted the relative
prices in favour of agriculture and helped agricultural exports.

!
India's Manufacturirg Goods Exports (

The growth rate of Indian manufacturing exports is recorded as 13.50 percent which is
significant at 1 percent level of confidence. Thus it can be said that the manufacturing goods exports has
increased and resulted in increment of the total export. There were several bans which were removed by
the government. The procedure to get licence for doing export business was simplified and this attracted
people to join the export market. The share of chemicals, machinery and equipment, electronic goods
exports have raised. But the export of leather industry, textile industry and clothing and gems and
jewellery has also gone down too. The major benefit that the sector has received is to access to new

products, technologies and skills which has lowered the cost of production.
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Revealed Comparative Advantage RCA for Primary Products Exports
Coffee

The RCA index represents that in post WTO period that India was enjoying comparative
advantage in coffee. In case of coffee RCA has increased from 7.72 percent in 1990 to 25.31 percent in
1995 and then declined to 6.98 in 2002 and further improved in 2008 and it was observed 10.42 percent.
In 2012 it was recorded 11.08 percent. Thus it can be concluded that India is enjoying comparative
advantage in export of coffee since post WTO period

Table 2: Revealed Comparative Advantage Resu[t for Coffee, Iron ore, Jute & jute manufactures and
[ron & Steel

Year Coffee Iron Ore Jute and Jute Manufactures Iron and Steel
1990 7.72 5.05 f 2.97
1991 8.42 5.29

,
2.99

1992 8.48 5.57 5.91
1993 10.02 3.24 8.36
1994 19.16 3.48 14.564 6.55
1995 25.31 2.71 23.857 7.33
1996 20.01 3.35 18.821 8.72
1997 21.85 2.88 [2.8[7 8.80
1998 21.44 3.12 22.703 6.37
1999 15.11 2.78 16.429 9.[3
2000 9.67 1.46 13.890 8.75
2001 8.58 1.89 17.102 8.29
2002 6.98 1.99 8.300 [4.12
2003 7.90 3.08 14.657 16.04
2004 7.01 2.71 . 19.167 16.23

2005 9.96 3.79 ( 14.449 10.74,
2006 I 10.65 3.24 ( 14.449 11.88
2007 10.12 2.60 10.327 10.11
2008 10.42 2.17 20.861 7.94
2009 8.66 1.32 17.631 5.71
2010 10.37 0.65 7.711 3.61
2011 12.59 0.32 14.588 3.10
2012 11.08 0.39 16.464 3.48

[ron ore

RCA was calculated for Iron ore and it has been observed that RCA was better in pre-WTO
period because the percentage of iron ore was 5.05 in 1990. [t has started deteriorating continuously and
its competitiveness has gone down up to 0.394 percent in 2012.
As it is known that RCA, if less than unity mean that country has no comparative advantage in the
export of the commodity. Finally it can be inferred that India is TosiJfg its comparative advantage in the
field of iron are.

RCA for Manufacturing Products Exports Jute and Jute manufactures
It can be observed from the table that India has been benefited initially in the matter of gaining

comparative advantage as it was recorded 23.85 percent in 1995. But slowly the downfall has been seen
in 1997, the RCA recorded for this period was 12.81 percent. [n 1998 India again regained its position in
the market and the index moved up to 22.70 percent. After this the country was unable to retain its
position and the decline of the comparative advantage could be seen until 2002 and it reached its
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minimum point i.e. 8.3 percent. After seeing this declination the country restored its image and managed
to reach up to 19.16 percent which again reduced in the successive years from 14.44 percent to 10.32
percent in 2007. In 2008 it once again regained its position to 20.86 percent. But the lowest index value
can be seen in 2010 where the value is 7.71 percent only. In 2012 it has restored its position to 16.46
percent. Thus, the inference could be drawn as that India is enjoying the comparative advantage on jute
and jute manufactures.

Iron and steel I

Initially after ,making the necessary economic reforms in [the country i.e. implementation of
liberalization, globaliZation and privatization the trade of iron and steel has increased from 2.97 percent
in 1990 to 5.9 Ipercent in 1992. In 1993 its trade gave India a comparative advantage of 8.36 percent in
the world. But in 1994 it again reduced to 6.55 percent but from next year WTO came into existence
iron and steel trade again raised t07.33 percent. This upward trend did not last for longer period in 1998
the trade of iron and steel dropped to 6.37 percent. The declination was soon recovered and 1999 and
India shared 9.13 percent of the world iron and steel export. But in 2000 the trade share again declined
to 8.75 percent. After this in 2002 it hiked up to 14.12 percent. In 2005 the trade share had fallen from
16.23 percent in 2004 to 10.74 percent in 2005. In 2006 the situation got little better the trade share
raised to 11.88 percent but after this till current year only downward trend could be seen. The value of
trade share reached to 3.48 percent in 2012. Thus, it may be concluded that the trade of iron and steel
from India got to see heavy loss due to the recession in the world economy resulting into _C[ecreasing the
comparative advantage of India in the field.

I
Simpson Diversity I1dex [

The tool is used to measure the diversification of any product. With this index, 0 represents
infinite diversity whereas I represents no diversity i.e. , the bigger the value of D, the lower the
diversity. Thus the value of this index ranges between 0 and I, formula is as below:

Simpson Index= I-I (n// N/)
Where,
nx - Value of export of product (x) in the country
N x - Value of triennium sum export of product (x) in the country
Simpson Index for Primary Product

Coffee
As per the above table it can be seen that the diversity level is higher in coffee since 1990-92. It

can be seen that the diversity index 0.652 in 1990-92 which got declined to 0.609 in 1993-95 indicating
the diversification in coffee has increased and its export was not that concentrated as it was. This change
was due to the economic reform made in the Indian economic poliqY. But after the emergence of WTO
diversification again got declined and India was able to backup and ~ble to regain its position in exports.
From then the export of coffee has showed the little change in the diversity level. Its diversification
ranged between 0.666 to 0.655 to 0.648 and back to 0.666. Initially India consumed very tiny percent of
the total production of the coffee but now the social gatherings and group networking embraced a new

practice of meeting over coffee, to discuss business and pleasure, at coffee shop. There are three major
factors contributing for the declining growth of coffee expOli market in India that include: rise in
spending among youths, lack of alternative hang-outs, and increasing number of new office complexes
and colleges. Therefore, the export percentage of total production of coffee has become 65-70 percent.
Indian coffee has created a niche in the international market by selling Arabica and Robusta in the world
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Table 3: Simpson Index for Coffee, Iron ore, Jute & jute manufactures, Iron & Steel

Year Coffee Iron Ore Jute and Jute Manufactures Iron and Steel
1990-92 0.652 0.667 0.666 0.653
1993-95 0.609 0.666 0.664 0.646
1995-98 0.666 0.666 0.664 0.664
1999-2001 0.655 0.660 0.665 0.650
2002-04 0.665 0.624 0.646 0.620
2005-07 0.648 0.665 0.666 0.657
2008-10 0.666 0.663 0.658 0.654
2011-13 0.660 0.614 0.664 0.663

Iron ore
From the table we infer that export of iron ore got more, concentrated till 2001 i.e. the index is

ranging 0.666 to 0.667 only. But after this in 2002 due to lack oCeffective policy for the iron ore its

export has also sta11e~ suffering and the diversification has increas~d in the export of iron ore and this

has led the downfall of the diversity index to 0.624. But the government soon realised its mistake and

made policy for the iron ore production and export this again brought the export to a stabilized position

to 0.663. This trend continued but in recent years due to global recession and lack of effective policy the

Indian iron export is suffering a downward trend and leading the index to move to 0.614.

Simpson Index for Manufacturing Products Jute and Jute manufactures

Jute industry is one of the oldest industries in India who was initially the market ruler of the

world and India has the bargaining power with respect to the world. But after independence the

production has lowered down as the mills making the jute were left behind in India 'and cultivation of

jute is done in Bangladesh. From the table it can be seen that there is no high change in the

concentration of the jute and jute manufactures export. Thus, the index ranges 0.666 to 0.646 to 0.667 in

1990-92 to 2002-04 to 20 11-13. Thus the expo11 of jute from India is not that much as it is from

Bangladesh and this leads to concentrate the export on the place where it is.

I I
Iron and Steel

As per above table it can be inferred that the diversity index is higher since 1990-92 to 20 I 1-13.

More or less, it may be said that there is little change which has been observed. In 1990-92 Simpson

index was calculated 0.653 which has gone up to 0.663 in 2011- I3 this was because government started

giving preference to the manufacturing sector too. But the value of the index fluctuated in between

1990-92 to 2011- I3 i.e. 0.65 to 0.66. At present the situation of iron and steel export is not that

appreciable because government was to make ce11ain policies for increasing its export but due to focus

on others the iron and steel got neglected without getting any provisions for its better future.

V. Findings and Conclusion

Compound annual growth rate for India's total export was estimated 14.59% which is significant

at 5 percent level of significance. It has been estimated for 1995 to 2013. CAGR for India's primary

goods export was worked out 11.75% for 1995 to 2013. CAGR for/india's manufacturing goods export

was estimated 13.50~ which is significant at 5 percent level. It has fueen computed for 1995 to 2013.

Revealed Comparative Advantage tool is used to know the India's position in the world for four

commodities. Firstly, coffee is chosen from the Indian Primary product expo11; through the calculation it

can be inferred that India is enjoying the comparative advantage in the export of coffee since post WTO

many countries and it has been ranked fifth in the world for exporting coffee in the world. RCA for
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coffee has increased from 7.72 percent to 11.08 percent in 2012. Similarly, iron ore is also been chosen
from the same head as of coffee and it is found that India was enjoying the comparative advantage in the
world in post WTO era, but, it has recently started losing its comparative advantage over the other
countries because of negligence of the Government of India. RCA calculated in 1990 is 5.50 which
deteriorated to 0.394 percent in 2012. In the manufacturing sector RCA for jute and jute manufactures
was observed very fluctuating and lowest value of index was calculated as 7.71 percent in 2010 and it
regained its position and reached up to 16.46 percent in 2012. Because of world recession trade of iron
and steel has got under heavy losses. This is the reason for decreasing competitive advantage has been
observed. In 2006, RCA for iron and steel was 11.88 percent which has gone down to 3.48 percent in
2012.

Further Simpson Index is calculated and Simpson index fo(coffee, jute and jute manufactures,
iron ore and iron an~ steel were observed and recorded more or1less the same. The value of index
reflects diversity in all the items. For coffee, it can be said that diversity level is higher since 1990-1992
to 2011-2013. Between 1990-1992 and 2011-2013, the value of Simpson index fluctuated between the
ranges of 0.65 to 0.66. Till 2001, iron ore was more concentrated but after this 2002 due to lack of

effective policy iron ore export stmted suffering and diversification increased as shown by the Simpson
index which recorded the value as 0.624. For jute and jute manufactures the Simpson index ranged
between the ranges 0.646 to 0.667. There is no drastic change occurred in the export of the jute since
1990-1992 to 2011-2013. For iron and steel the Simpson index was higher since 1990-1992 and
remained higher till 2011-2013 i.e. 0.65 to 0.66. But the value of the index fluctuated within the range of
two extreme time periods.

Initially India's export performance was very gloomy. For it, the expoIt policy of Government of
India was responsible. Since the adoption of WTO, the export policy has been opened and drastic
changes have been made to compete the world competitors. Consequences of these efforts have started
reflected in all the sphere of economy. India's total export perforrrytnce picture has got changed and it
has recorded the CJmpound Annual Growth rate 14.59 percei\t. Similarly, primary product and
manufacturing products have performed well. But this progress is not the end. Indian economy has
potential to grow more and export more. Right now, the export of the goods and commodities are
growing. There is a need of economic support of policies and regulations to compete the world
economy.

The major challenge the Indian export sector is facing is to enhance its productivity, share and
competitiveness in an increasingly integrated global environment. The creation of WTO has culminated
multilateralism and free trade regime through removal and reduction of trade barriers which has posed

both challenges and oppOltunities for Indian exports.
Indian agricultural exports has a significant share in country's total export but to make it more

competitive in international market there is need to have more viable agricultural policy that would
focus on all aspects of agricultural growth, mere formation of pol icy is not sufficient but its proper
implementation is more obligatory, as there still exists many'loophoies in this part, placing Indian

7
fanners at distress. li,dia has one of the lowest agriculture productivity or crop productions per acre in
the world, This is responsible for most of the maladies associated with WTO considerations. Adoption
of modern agriculture production practices and putting tools of state-of- the-art production technologies
in the hands of Indian farmers would make them competitive with the farmers of the other countries.
This will open the way for Indian farmers to significantly reduce unit cost of agriculture produce, which

is fundamental to successful competition in the world market.
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The first step towards attaining this goal would be to ;evolve a systematic approach in

understanding t.he pr9s and con~ of WT? agreement. as it ~pplies t~ the interest ~f India as a whole ~nd
the economics Its states and their croppmg systems m particular. In order to achieve thiS, the formation
of a higher-level adhoc commission consisting of agricultural professional experts with practical
experience in the science of international production agriculture involving economics of cropping
system and farming communities and professional consultants including international personnel capable
of analyzing and providing remedial measures, is necessary.

This commission will conduct a time-bound in depth investigation of the problems of Indian
agriculture through discussions with a wide spectrum of farmers, farm leader, agriculture scientists and
economists to come up with a comprehensive report containing recommendations that will meet the
challenges and provide solutions to problems posed by the WTO agreements and their repercussions on
Indian agriculture.
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THE WAY TO TURN DEVELOPMENT TOWARDS SUSTAINABILITY
Dr.Suman Pamecha*

Indu Sharma**

"You have to decide whether development means affluence or whether
development means peace, prosperity and happiness."

Suuder lal Bahuguua

When we think about development It IS related to higher Income, highly developed
infrastructure ,qualitative education for all & availability of splendid social security system for the
poorest. Somehow it is a process to develop a nation without seeing that what will happen in future if

we will exhaust all resources in present. Human race has the aptitude to make development
sustainable-to make sure that it meets the needs of the present witlJout compromising the capability of
future generations to Imeet their own needs. In the last half of the! twentieth century, four key themes
emerged on the floor' of world's aspiration peace, freedom, development, and environment. Peace
that immediately threatened by the nuclear arms race in the Second World War. But still we are fighting
because peace was sustained globally but fought locally.

The concept of 'Green Economy' was introduced to reduce the impact of the Brown Economy
modal of growth. The green economy model is represent as an opportunity to enhance ecosystem
services, and enable growth and sustainable livelihoods for the poor. Freedom of human rights and the
rights of women, indigenous peoples, and minorities are the face of world's freedom today.

Development to provide essential necessities for the poorest & finally environment in the past 40 years
that the environment has became a key focus of national and international law and institutions.

In present scenario three questions emerge in our mind -
I. Why sustainable development is vital than development?
2. How we can measure the development that is sustainable or not? /
3. How these generatipns sensibly conserve the natural resources fOI( future generation?

Development is what poor nations should do to become richer but environment is also related
with human actions, ambitions, and needs. Simply environment is where we live and development is
how we can improve our lives, both are inseparable. Environmental sustainability is a way to future
prosperity and stability. Sensible use of natural resources is not an optional issue; it must be compulsory
for all high- and low-income countries. Information, environmental friendly technology, economic

motivation and innovation can help us to conserve and efficient use our natural resources. Three
components were identified by Classical economists such as: land, labor, and capital. In 20th century
economist preferred to focus on capital. Recently sustainable development is measured by green
national accounts that is, to account for changes in natural capital in calculations of gross domestic
product and gross national product. According to recent World Bank studies-- physical capital is not the
main component of a country's wealth. Most important for all. countries are human resources, which
consist of "raw labor," determined mainly by the number of people in a country's labor force, and

human capital. Natur~1 capital is another important component of evkry nation's wealth.

• Dean, Faculty of Social Science & Humanities, JRN Rajasthan Vidyapeeth University, Udaipur, (Raj.)

** Research Scholar, JRN Rajasthan Vidyapeeth University, Udaipur, (Raj.)



What should sustain for next generation Our current development issues
1. Earth, 1. Human Resource Development

2. Biodiversity, 2. Econom.ic development

3. Natural Resources 3. Deve'(bPment of social institutions
4. EcosystemJ (against child labour, domestic violence etc.)

Development issues are related to present generation only, but not very much serious about how

future generation will suffer from the over exploitation of natural resources in present. Sustainable
development is to conserve ecosystems and reasonable use of resources .Through some indicators

we can measure that development is sustainable or not. These indicators are climatic conditions, clean

air, land productivity, ocean productivity, fresh water availability, biodiversity, health, education &

housing for all, security, stabilized population. To conserve resources for future generation we can use

some measures like economic punishment, political & social pressure, eco-friendly technology and

awareness programme.

Sustainable development & Development

Basic Goal of Development & Sustainable development is different For example, when there is

a ten-car crash on the highway, the GOP goes up because of the' money spent on medical, money spent

on medical fees and IJpair costs. On the other hand, if ten people de(ide not to buy cars and instead walk
to work, their health, and wealth may increase but the GOP gods down. There are some issues of

Development & Sustainable development:

• Development is continues growth which can be indicated by GOP where as sustainable development
is concerned with human and environmental well being which we can indicate by HOI.

• Sustainable development is a social movement related to a group of people with a common ideology
where as development is economic Strategy in which focus is on GOP & per capita income.

• Sustainable development is broad concept then development.

• Benefits of sustainable development can be avail by all people but in development attention is given

only towards some group, peoples & nations.

• Sustainable development is related to future prospect & development is related to present situation.

• Key issue of sustainable development is rational use of recourses but development is a way towards

lavishness & high mass consumption.

• When the word sustainable adds with development, it turns into ixifluential processes of development
and modernizationj (

Requirement of sustainable development

Health, safety and education are related to economic growth. When a child is not healthy he can't

receive a quality education, does not feel safe & not to be able to fulfil their potential and

responsibilities as a parent, employee, consumer and citizen. So investment in children is a basic need to

eradicate poverty, boost prosperity, and enhance inter-generational equity. Sustainable development

starts and ends with safe, healthy and well-educated children. So it is essential to take a path of

sustainable development for overall development of society.

Path towards sustainable development:

When a economy take a path of sustainability it should try to protect natural resource, long-term

thinking, should try to Understand ecosystems within we live ,be aware of limits, practicing fairness &
acceptance creativity .Sustainable development issues are not onlY;l'elated to material goods but more

I (
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important is to make social and human resources sustainable. Colnbined effort for healthy & prosperous
environment for qualitative development of human being is essent(al to achieve these goals we should
focus on issues like lawareness, judiciary limits & economic pre~sures .Most of time we think that

sustainability creates hurdle for hasty development .But all the time sustainability is not an obstacle for
development. It is possible to design an ideal combination of development & sustainability,

• There is a trade-off between economic growth and availability of basic needs for all. It create slow
growth in initial phase &when basic facility spread to all it generates speedy growth.

• Idea of sustainable development is treatment of social inequities and environmental damage, which is
revolutionary approach towards development.

• The conservation of natural capital is essential for sustainability & further development.

• From an ecological perspective, resource demand must be limited, and the integrity of ecosystems
and diversity of species must be maintained to improve the Happy Planet Index (HPI).

Social equity, the fulfilment of basic health and educational needs, and participatory democracy
are crucial elements of development, and are interrelated with environmental sustainability.

As we define the nature of sustainable development more pre;:isely, it may be advisable to take a
path of production-ol1iented sustainability ,technological managen~ent for dangerous and irreversible
consequences, major shift from existing techniques and organization of production which can be
explained as follows.

• Agriculture Sustainability: The need to feed an expanding population at higher per-capita levels of
consumption is damaging global soil and water systems. High-input techniques are important cause
for soil degradation and water pollution. It must be replaced by organic soil rebuilding, integrated
pest management, and efficient irrigation.

• Energy Sustainability: It is opportunity only when we increase the use of environmental friendly
energy techniques such as wind, biomass, and off-grid solar power systems.

• Industrial Sustainability: Industrial Sustainability is possible when increase the use of environment
friendly technique &carbon emission plants in manufacturing wo'rks.

I (
• Renewable Resource Systems: Recourse like fisheries, forests and water are over-stressed. National

resource management systems must be shifted from misuse to preservation.

Models
Spirit of sustainable development can understand by the help of some models .Sustainability is

great challenge for developed, developing & underdeveloped nations. Three "Es" -- economy, ecology
and equality should include in the national goals of countries then it would be possible to develop a
sustainable society. Some models help us to understand the concepts of Sustainability better. Achieving
Sustainable development thus, requires more effective, open, and productive association among the
people. Models help us to gather, share, and analyse information; they help in coordinating work; and

'i educate and train professionals, policymakers, and the public in general .The following are some of the
constructive models for understanding Sustainable development. .

(
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Three Pillar Basic Model:
This is one of the most well-known model using the three dimensions - Economy, Environment

and Society.

(

The diagram shows three interlocking circles with the triangle of environmental (conservation),
economic (growth), and social (equity) dimensions. Sustainable Development is modelled on these three
pillars. This model is called 'three pillars' or 'three circles model'. It is based on considering the society,
but does not clearly explain 'human quality of life'.

Amoeba Model:
The model is circular with the various indicators. The Amoeba Model is a powerful technique for

accelerating the innoyation process. These indicators help to unde(stand where we are, which way we
are going and how fal we are from our goal. It alerts us to a probletn before it gets too bad and helps to
recognize solutions.

The Egg of Sustainability:
The 'Egg of Sustainability' model was designed in 1994 by the International Union for

Sustainability .It illustrates the relationship between people and ecosystem as one circle inside another,
like the yolk of an egg. This implies that people are within the ecosystem; finally one is totally
dependent upon the other. Just as an egg is good only if both the white and yolk are good, so a society is
well and sustainable only if both, people and the eco-system, are well. Thus, according to this model:
sustainable development = human well-being + ecosystem well-being.
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Atkisson's Pyramid Model:

The Atkisson's Pyramid is a blueprint for the Sustainable Development process. It is based on
five stages such as.

o Indicators- Measuring the trend /

o Systems- Making th~ links

o Innovations- Ideas that Make a Difference

o Strategies: From Idea to Reality

o Agreements: From Workshop to Real World

Groups practice, teamwork, new ideas, and work towards an "Agreement" can achieve a goal of
sustainability.

Prism of Sustainability:
This model was developed by the German Wuppertal Institute and defines Sustainable Development
with the help of four components - economy, environment, society and institution. The model describe
that development policy should influenced by the inter-linkages such as care of resources, democracy
and eco-efficiency need.

I
Indicators of Sustai~ableDevelopment & Development: I
Conventional indicators Latest indictors
Gross Domestic product (GDP) Gross National Happiness( GNP)
Per Capita Income Human Development Index (HDI)
Unemployment rate Ecological Footprint (EF)
BPL population The Happy Planet Index (HPJ)

Conventional indicators were used to measure development. Sustainable development can be
measure by latest indicators to estimate economic, social, and environmental progress. We all know
about Gross Domestic product (GDP), Per Capita Income, Unemployment rate, BPL population. But
latest indicators can explain as-

Gross National Happiness (GNH) is an attempt to define quality of life in a more holistic and
psychological terms .The term was coined by Bhutan's King Jfgmy Singye Wangchuck in 1972. The
four pillars of GNH are the promotion of equitable and sustainable spcio-economic development,
Preservation and promotion of cultural values, conservation of the natural environment and

establishment of good governance.

Human Development Index (HDI) was developed in 1990 by Indian Nobel prize winner
Amartya Sen, Pakistani economist Mahbub ul Haq. This Index is the measure of life expectancy,
literacy, education, and standard of living for countries worldwide. It indicates whether a country is a
developed, developing, or underdeveloped and also measures the impact of economic policies on

quality oflife.

Ecological Footprint (EF) the term was given in 1992 by William Rees. EF compares human
consumption of natural resources with Earth's ecological capacity to regenerate them.

(
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The Happy Planet Index (HPI) is an index of human well-being and environmental impact. The
Happy Planet Index is an innovative measure that shows the ecological efficiency. Each country's HPI
value is a function of its average life satisfaction, life expectancy at birth, and ecological footprint per
capita.

Global effort to save our planet:
Stockholm Conference

The Stockholm Conference, on the Human Environment was held in 1972. In The Conference
establishment of the United Nations Environment Programme (UNEP) was approved to provide
leadership of environmental action. I

The Brundtland COlflmission I
The World dommission on Environment and Development (WCED),was convened by the

United Nations in 1983. First time it was recognized that environmental problems were global in nature
and determined that it was in the common interest of all nations to establish policies for sustainable
development.

Earth Summit
Earth Summit was held in Rio de Janeiro, in 1992, about 178 governments participated & Five

agreements were signed during the conference.

• Introduced designed to reduce the threat of global warming.

• Protection of biological diversity.

• Agenda 21-to guide government policies throughout the world.

• The Rio Declaration was included.

• Finally, put emphasis on the right of states to exploit their own forest resources.
Millennium Development Goals (MDGs). !

In 2000, Unitfd Nations member have agreed to achieve /vIDGs by the year 2015. Goal 7 IS

related to ensure environmental sustainability.

SAARC Development Goals (SDGs)
The South Asian Association for Regional Cooperation (SAARC) was established on December

8, 1985 by the Heads of State or Government of Bangladesh, Bhutan, India, Maldives, Nepal,

SAARC Heads of State and Governments adopted the SAARC Development Goals SDGs for the period
of 5 years from 2007 to 2012 .The SDGs focused on 22 goals in four areas that include Livelihood,
Health, Education and Environment to fight against povel1y:



UN Decade for Sustainable Development

United Nations General Assembly announced the Decade of Education for Sustainable
Development for the period 2005 - 2014. The goal of the UNDESD is to integrate the principles, values,
and practices of sustainable development into all aspects of education and learning. Social & economic
condition, Political sustainability, technological changes create forces in environmental outcomes.
There are some Issue affect our environmental conditions such as - I

Science and techn1logy( resource extraction technologies , p1pullation control , efficiency and
recycling improvement) .
Political stability (rule of law peace ,stable ,bureaucracy and financial markets) .
Social and economic conditions (Distribution of wealth popullation size Education, culture religion,
values) .

Criminal activities (natural-resource theft including poaching, illegal, logging and corruption).
People's rights and ability (to express opinion, access, information, organise and take part in decision
making processes).
Natural conditions (climate, geography, geology, natural disasters).

What government, corporations, individual & international institution should do for
sustainability?
Government : Should establish and enforce laws that determine who has the right to use the
environment and duty to protect it .some impOltant point that govt. sllould focus on

• Manage natural respurces and collective environmental goods. I
• Determine which environmental uses are to be taxed or subsidised.

• Restrict environmental threats posed by individual or corporate behaviour.

• Define and enforce the rules offormal markets.

• Allocate funds for conservation and development

• Redistribute resources between groups in society.

Corporation:

• Determine which goods and services are produced by environment friendly means.

• Drive innovation and technological change

• Implicitly or explicitly place values on ecosystem goods and services.

Individual
I

• Demand and use f10d ,fuel,water and shelter !
• Chooseor avoid products that are environment- friendly Or damaging.

• Use ecosystems as places for spiritual and recreational ends.

• Shape social norms relating to environmental behavior.

international institutions

• Funds for investment twards environment friendly activities.

• Generate and enforce multilateral environmental agreement to protect the global environment.

• Shape and enforce trade practices that harm to protect the environment.



Conclusion
Thus the path of sustainable development requires sacrifice. It is a complex phenomenon. The

priorities will have to be well defined .The society and nations will have to learn ethics in economics. It
is tough to determine qualitative aspects of sustainable development. It has been seen that measurement
of sustainable development processes is a challenge. However, the quantitative and qualitative
dimensions of sustainable development are inseparable, so there is need to focus on both. Sustainabil ity
is an approach towards resource that we are using for our comfOli. There is no need of new revolution
for save environment. Generally new generation live in present & never think about what consequence is
going to be happening of such type of life style that they are enjoying. In developed nation the
environmental policy promoter is designed the extraordinary grow9~ model for high standard of living:
Because of this; explditation of natural resources during the last century has increased rapidly to develop

more industries and employment for their growing population. What we need is a culture of "do
ecology", for meeting the needs of the current and future generations without ecological harm. Thus,
Political and economic change is required in the system for sustainability. It has been seen that
assessing of sustainable development processes is a challenge in itself. The Gandhian principles of
simplicity and human values can diliver goods. The limitless resource exploitation will ultimately hurt
the fabric of development. Hence it is right time to take a path of sustainability. Economic policy cannot
be create without analysing its ecological consequences .If our goal is sustainability, than we need to
start thinking of ecological security and caring for biodiversity for all citizens.
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ORGANIC AGRICULTURE: CONCEPT, PRINCIPALAND LIMITATIONS
Miss Prerana Ranawat*

Dr. Pradeep Knmar Punjabi*
Abstract

Organic farming systems have attracted increasing attention over the last one decade because
they are perceived to offer some solutions to the problems currently besetting the agricultural sector.
Organic farming has the potential to provide benefits in terms of environmental protection, conservation
of non-renewable resources and improved food quality. India- is bestowed with lot of potential to
produce all varieties of organic products due to its diverse agro-cliry{atic regions. In several parts of the
country, the inherite~ tradition of organic farming is an added adbntage. This holds promise for the
organic Producers to tap the market which is growing steadily in the domestic market related to the

export market. In India, the land under certification is around 2.8 million ha. But, there is considerable
latent interest among farmers in conversion to organic farming.

Introduction

Organic agriculture has grown out of the conscious efforts by inspired people to create the best
possible relationship between the earth and men. Since its beginning the sphere surrounding organic
agriculture has become considerably more complex. A major challenge today is certainly its entry into
the policy making arena, its entry into anonymous global market and the transformation of organic
products into commodities. During the last two decades, there has also been a significant sensitization of
the global community towards environmental preservation and assuring of food quality. Ardent
promoters of organic fanning consider that it can meet both these demands and become the mean for
complete development of rural areas. After almost a century of devilopment organic agriculture is now
being embraced b~ the mainstream and shows great prolnise commercially, socially and
environmentally. While there is continuum of thought from earlier days to the present, the modern
organic movement is radically different from its original form. It now has environmental sustainability
at its core in addition to the founders concerns for healthy soil, healthy food and healthy people.

Concept of organic farming:
Organic fanning is very much native to this land. Whosoever tries to write a history of organic

farming will have to refer India and China. The fanners of these two countries are farmers of 40
centuries and it is organic farming that sustained them.

This concept of organic farming is based on following principles:

o Nature is the best role model for farming, since it does not use any inputs nor demand unreasonable
quantities of water. The entire system is based on intimate understanding of nature's ways. The

system does not bylieve in mining of the soil of its nutrients aJ~ do not degrade it in any way for
today's needs. Thelsoil in this system is a living entity

o The soil's living population of microbes and other organisms are significant contributors to its fertility

on a sustained basis and must be protected and nurtured at all cost.

o The total environment of the soil, from soil structure to soil cover is more important.

" Research Scholar, Department of Economics, J.R.N. Rajasthan Vidhyapeeth University, Udaipur, (Raj.)
**Associate Professor, Department of Economics, J.R. N. Rajasthan Vidhyapeeth University, Udaipur (Raj.)
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In today's terminology it is a method of farming system which primarily aims at cultivating the
land and raising crops in such a way, as to keep the soil alive and in good health by use of organic

wastes (crop, animal and faIm wastes, aquatic wastes) and other biological materials along with

beneficial microbes (biofeltilizers) to release nutrients to crops for increased sustainable production in
an eco-friendly Pollution free environment.

As per the definition of the USDA study team on organic farming "organic farming is a system

which avoids or largely excludes the use of synthetic inputs (such as Fertilizers, pesticides, hormones,

feed additives etc) and to the maximum extent Feasible rely upon crop rotations, crop residues, animal

manures, off-farm organic Accomplished by using on-farm agronomic, biological and mechanical

methods in Exclusion of all synthetic off-farm inputs". In philosophical terms organic farming means
"fanning in spirits of organic Relationship. In this system everything is connected with everything else.

Since Organic fanning means placing fanning on integral relationsh'ip, we should be well Aware about
the relationship betw~en the soil, water and plants, between soillsoil Microbes and waste products,

between the vegetable kingdom and the animal Kingdom of which the apex animal is the human being,

between agriculture and Forestry, between soil, water and atmosphere etc. It is the totality of these

Relationships that are the bed rock of organic farming.

Benefits of organic farming
Parameter
Agriculture

Environment

Social conditions

Economic conditions

OrganizationaJlinstituFonal

Potential benefits
Increased diversity, long-term soil fertility, high food quality, reduced
pest/disease, self-reliant production system, stable pl'oduction
Reduced pollution, reduced dependence on non-renewable resources, negligible
soil erosion, wildlife protection, resilient agro-ecosystem, compatibility of
production with environment
Improved health, better education, stronger community, reduced rural migration,
gender equality, increase employment, good quality work
Stronger local economy, self-reliant economy, income security, increase returns,
reduced cash investment, low risk !
Cohesiveness, stability, democratic orgaliizations, enhanced capacity

The important event in the history of the modern nascent organic fanning in India was the

unveiling of the National Programme for Organic Production (NPOP) . Later, Department of Agriculture
and Cooperation, Ministry of Agriculture has also launched a central sector scheme entitled "National

Project on Organic Farming (NPOF)" during Xth Five year plan. It includes capacity building through

service providers; financial support to different production units engaged in production ofbio-fertilizers,

fruit and vegetable waste compost and vermi-hatchery units and human resource development through
training on certification and inspection, production technology etc. The establishment of production

units under this scheme is being provided as credit-linked and back-ended subsidy by NABARD and

NCDC.

Scope of the study
Broadly, the present study has been planned to cover frve major issues. First, an overview of

/
organic farming in thp World and in India and SWOT analysis of rrganic farming to articulate, refine,
redefine policy prospective and schemes. What are the under lying Issues and conceptual framework are

also briefly examined. Second, what is the capacity utilization and efficiency of production units

sanctioned under NABARD and NCDC? What are the main attributes of promoters and units affecting

this efficiency? Policies related to training and subsidies and their impact on efficiency are also

analyzed. Third, what are the constraints in establishment of units and identification of problems in
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marketing of organic inputs? Fourth, examine the constraints in procurement and usage of organic inputs
by organic farmers. What are the suggestions for effective implementation of the project are discussed.
Finally fifth, what is the economics and efficiency of organic farming in different states? Factors
influencing efficiency of these farms are also discussed.

Limitations of the study
Since the study has covered only four state of India, the results can not be generalized to other states.

Differences in nutritional statns between Organic and non-organic produce
Product Nutrients in organic food Nutrients in chemically produced food

per 100 g per 100 g

52.8 g

9.5 g i
I9.3nyg

70.0 g

0.8 g
17.8 mg
370 mg
260 g

!
2.4 g (
0.7 g
1.2 g
4.7mg
56.4 mg
1350 g

1.3 g
217 mg

18.0 mg
3.5 mg

288 mg
5.5 mg

42.8 g

1.0 g
1.2 g
2.0 g
5.7mg
64.0 mg
1810 g

0.7 g
13.5 mg
329 mg
310 g

349 mg
7.3 mg

0.9 g
269 mg

21.8 mg
4.7mg

8.8 g
21.6 mg

Apples
Sugars (total)
Vitamin C
Tomatoes after dthydration
Sugars (total) 63.4 g
Tomatoes
Vitamin C
Vitamin A
Tomatoes after dehydration
Vitamin C
Vitamin A
Carrots
Glucose
Potassium
Carrots after dehydration
Sugars (total)
Potatoes
Sugars (total)
Vitamin C
Potassium
Zinc
Potatoes after hydration
Sucrose I
Fructose .
Glucose
Iron
Calcium
Zinc

Improved soil health
Scientific research has demonstrated that organic agriculture significantly increases the density

and species of soil"s life. Organic farming encourages the growth of soil fauna and flora as well as soil
forming, conditioning and nutrient cycling. The biomass of earthworms in organic system is 30-40%
higher than conventional system, their density even 50-80% higher. Earthworms can increase the
availability of phosphorus from rock phosphate by 15-39 per cent. They act as mini-subsoilers, their
burrows increasing soil aeration, drainage and porosity.

Premium prices
Organic prod~cts often sell for higher prices than convenfonallY produced goods. The price

premium results fronl higher production and distribution costs for organic food, as well as consumers'
willingness to pay extra for organic food. As long as demand increases faster than supply and prices of
conventionally produced food remain constant, organic food will continue to sell for higher prices. As
farmers receive higher prices for their organic products, they increase production, and attract other
farmers to the organic sector.
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Environmental sust~inability I

The success of agriculture in the technologically-advanced countries has been accompanied by a

number of environmental problems. These problems have arisen because of the need for insecticides,

herbicides, and fertilizers, and the local accumulation of large quantities of animal wastes. The less­

developed nations have not achieved the same success in food production, and yet it is prudent for them

to give attention even now to the environmental consequences of agricultural activities.

High water-use-efficiency
Modern/conventional tanning and Green Revolution are based on intensive irrigation and non­

sustainable water use. Organic agriculture or indigenous agriculture depends on protective irrigation.

Soil organic matter is a storehouse of plant nutrients and a binding agent that influences soil erodibility

and moisture holding capacity. The water holding capacity (WHC) of modern/conventional farm ranged

from 28-33% whereas, in case of organic farm it ranged from 42-47% . Diversity of crops and mixed

cropping conserves moisture by reducing evaporation and improving water-use efficiency. Studies have

been proved that HY'("s of wheat needs about three times as much \tTigation as traditional varieties.

Government policies (like NPOP, NPOF)
The Indian Government has recognized the export potential of organic agriculture and is in the

process of strengthening the sector by putting a legal framework in place. This includes creating national

organic standards and the possibility of accrediting in-country inspection and certification bodies.
National Programme of Organic Production (NPOP) launched by the Ministry of Commerce during

200 I and National Project on Organic farming (NPOF) launched during 2004 by the Department of

Agriculture and Cooperation, Ministry of Agriculture were the two milestones towards

institutionalization of organic farming. Under NPOF, Government of India has initiated systematic

promotion of organic fanning in the country in a project mode in specified areas. The project is being

operated by National Centre of Organic Farming (NCOF) and its six Regional Centers of Organic

Fanning (RCOF). Capacity building through service providers,_ human resource development through

training and demonstrations, financial support to organic inpuy production industry, technology

development, awarenrss creation and market development are sOlte of the important strategies being
implemented under the NPOF. More than 400 Government and Non-Government agencies are working

under the project.

Preserves traditional varieties/species
Seed is the embodiment of the ideas and knowledge of the culture and heritage of the people.

Seed thus, represents the wisdom of the years of research of the farmers in that region. It is the first link

in the food chain and is the ultimate symbol of food security as well. Traditional seeds are locally

available and collected good seeds from the fanners own plots. Fanners either buy or exchange their

seeds with other farmers. So the cost of seed is either minimal or nil. An outstanding feature of native

seeds is diversity.

Weaknesses
Despite of many large benefits about organic fanning why do most farmers still operate by

modern/conventional Ifarming practices? In general, organic fan11ing has certain weaknesses when
compared with modern/conventional farming. Here, we tried to explore these issues from consumers and

producers as well as from processors.
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ro uctlVlty gaps i

Yields on orgJnic farms are generally lower than those on cbnventional or integrated farms. The
magnitude of these yield differences varies considerably in the literature.

Intensive in nature and high labor costs

It is true that converting to organic farming will not instantly solve all your problems as a farmer.
However, there are very few farmers, who revert back to conventional farming after having converted to
organic farming.

Lack of established markets
Lack of established marketing channels or green markets are the mqjor weaknesses in Indian

organic food industry. Absence of or incomplete product information and certification procedures were
also slowdown the growth of organic market in India.

Poor quality manag~ment in production and processing (
While the government has taken measures to make organic products popular in the domestic

market, the consumer is still waiting for the price to be on a par with other products. Prices are likely to
come down when the farmer completes the conversion process and the output increases.

Less incentives from Government
Despite designating organic farming a major thrust area, India accounts for only $123 million in

a $40 billion global organic food market. Promoting transparency and accountability, a traceability
mechanism will build confidence internationally, particularly in Europe where nearly 70 per cent of our
exports go. Countless small farmers are described as practicing organic farming "by default" because
they can't afford to invest in chemical feliilizer-reliant agriculture.

Low R&D investments on organic farming research
Research and technological development conducted withyl functioning organic systems is

essential to overcom'1 some of the technical problems which still efists and to improve further increase
in the potential of ~rganic farming in the country. Current organic farming practices have been
developed primarily by existing organic farmers against the background of scientific knowledge. So,
significant public funding for research and development is crucial to boost organic fanning sector
fmiher.

Lack of strategy for development of organic market
The Indian organic market is a typical example for a market in the pre-growth-phase. In this

phase, there is already some awareness about food quality and pesticides residues among consumers.
This is advantageous for the fast growth of the organic market. But, there is also a danger that the
awareness is not based on the true values of organic agriculture. Surprisingly different meanings for the
word "organic" are exists in the India.

Organic market buyers/consumers driven market /
Besides the roducer-driven approach to organic agricu(ture, a market-driven approach in

developing countries has developed in parallel.The typical character of Indian organic food market is
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buyers/consumers driven rather than producers/supply driven. This is because of low awareness about
organic food and its benefits when compared to conventional food.

Lack of strategy for ~evelopmentof organic market
The Indian organic market is a typical example for a market in the pre-growth-phase. In this

phase, there is already some awareness about food quality and pesticides residues among consumers

Disjointed producers, processors and traders
Mainstreaming of organic foods has serious implications for the governance of domestic and

international supply networks. Collaboration between trade partners has become increasingly important
for the successes of any business sector.

Adulteration and poor quality of organic inputs
Absence of recognized/established organic input marketing channels led to the problems of poor

quality and adulteration of organic inputs in India. Conventional/modern input dealers and retailers are
not showing interest to deal with organic inputs marketing because of low demand and lack of
d· 'b . I IIstn utlon networ (, I !
Large number of small farms with weak organizational building

The domestic market for organic products is not yet developed as the export market. The
products available in the domestic organic market are rice, wheat, tea, coffee, pulses, fruits and
vegetables. Wholesalers / traders and supermarkets play major roles in the distribution of organic
products.
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Understanding Food Inflation in India
Dr. Sunil Kumar Dalal*

Abstract I

In a rapidly grpwing economy, like India, inflation poses a tlrreat and is a matter of great concern
for the political estalDlishments. Recent increase in the prices, especially prices of food products, is
mainly attributed to the mismatch between supply and demand. Demand for food has been increasing
because of increase in incomes of the people and consequent changes in their food habits. Supply
responses to increase in demand are rather slow. In the post reform era, agriculture growth rate has been
low and volatile. It has been observed that area under cultivation marginally declined because of
changes in land use pattern and production of pulses has stagnated. Moreover increase in the prices of
petroleum products, feltilizers and other inputs and increase in the procurement prices of food grains
have put upward pressure on the food prices. Higher procurement and maintaining higher buffer stocks
of food grains by the government and expOlts have put pressure on the supply in the domestic market
and caused a sustained rise in food prices. Therefore, to ensure long term food security to its people at
affordable prices and in a sustainable manner, there is an urgent need to roll out a comprehensive reform
agenda for agriculture.

/
Introduction: Inflatirn

Inflation is a very common economic phenomenon in the market driven economies and it has
been with us since the time we invented money as a medium of exchange. Inflation refers to the rise in
general level of prices of goods and services in an economy over a period of time. When there is an
increase in general price level, it implies that each unit of money would buy fewer goods and services.
In other words, inflation reflects erosion in the purchasing power of money. Inflationary rise in prices
creates a sort of uncertainty in the economy that adversely affects investment and savings. High inflation
may also lead to shortages of goods if consumers and sellers begin hoarding assuming further increase in
prices. Persistent inflationary situation results into unrest and resentment in public and is therefore a
matter of great concern for the government and policy makers.

The present paper aims
I. To probe into the causes of inflation, patticularly food inflation, locally as well as globally, so as to

seek answers for questions like why food inflation is so high and why does it persists?
2. To study trends and relation between rate of inflation as measur~d by Whole sale price Index (WPI

for all commoditi,s and for food) and various macro economIc factors like GOP growth, money
supply, fiscal deficit and agriculture production data and

3. To discuss various policy options available to check food inflation.
The present paper study inflation in the post reform period since 199 I and for this purpose

secondary data on GOP growth, Agriculture GDP growth, rate of inflation as measured by Wholesale
price index (WPl) for all commodities and food items, Money supply (M3), Combined fiscal deficit of
centre and state governments, Agriculture production data for food grains, cereals, pulses and area under
cultivation have been taken from Economic survey, Statistical hand book on Indian Economy and
through various websites. Through simple observation in the trends in these variables and calculation of
correlation between rates of inflation and macro variables, inferences have been drawn.

Theories of Inflation
Available economic literature on inflation deals with the question of what causes inflation and

what effects it has on the economy and society.

I
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An excessive growth in the money supply is generally considered as a cause for high inflation.
The quantity theory of money tries to explain inflation in the long run. However, in the short and
medium term inflation may be affected by multiple factors related to supply and demand pressures in the
economy, and influenced by the relative elasticity of wages, prices and interest rates. Keynesian
economic theory argues that changes in money supply indirectly affect prices, and that visible inflation
is the result of pressures in the economy expressing themselves i/{ prices. The supply of money is a
major, but not the onl~, cause of inflation.

There are three major types of inflation viz., Demand-pull inflation, Cost-push inflation and

Built-in inflation. Demand-pull inflation is result of an increase in aggregate demand. The aggregate

demand in the economy increases because of increase in private and government spending. Demand
inflation is considered as favourable to a faster rate of economic growth because the excess demand

would stimulate investment and expansion. Cost-push iuflation, also known as "supply shock

inflation", is caused by a decline in aggregate supply. This may be due to natural disasters, or increased

prices of inputs. Built-in inflation is caused by adaptive expectations of people, and is often linked to

the "price/wage spiral". It means that workers trying to keep their wages up with prices (above the rate

of inflation), and firms passing these higher labor costs on to their customers as higher prices, leading to

a 'vicious circle'.

The various theories developed to explain the increase in prices suggest that relationships
between money, real output and prices could exist through different.channels. Further, country specific

conditions could have an impact on the relationship. Thus, the relatIonship between money, real output

and price in India nee~s a close and in depth examination. . (

Inflation in India: Review of literature
In a rapidly growing economy, inflation is always a great threat and so as in India Inflation in

India has been persistently high and has risen in the last five years to the highest among all emerging

economies. Global inflation in all other emerging economies has in fact fallen in the last years. Inflation,

especially food inflation, has become a matter of great concern for the political establishment and

pressing for taking all possible measures to contain it. The performance of the government on economic

front is judged on the basis of the fact that how effectively it controls price rise. Independent India's

highest inflation occurred in September 1974 when it reached 33.3%. Basu (2011) reported that the

worst inflationary episode in the Indian economy observed from November 1973 to December 1974

when inflation never dropped below 20% and was above 30% for four consecutive months starting June

1974. Till the early nineties, Indians were used to double digit inflation and its attendant consequences.

Since the mid nineties, controlling inflation has occupied a center plAce in economic policy formulations

for government and t1{e Reserve Bank of India. (
Inflation in India, prior to the economic reforms, was caused mainly by domestic factors- supply

usually unable to meet demand resulting in the classical definition of inflation of too much money

chasing too few goods. Today our economy is well integrated with the world economy and therefore, the

situation has changed significantly. Inflation today is caused more by global factors rather than domestic

factors. Liberalization of foreign trade and domestic deregulation have reduced the degree to which

Indian prices are insulated from international prices. Therefore it could be said that a combination of

domestic and international factors is seen as responsible for the inflationary situation exist in Indian

economy. Recently Indian economy has been experiencing rise in prices of petroleum products, metals

and food products including cereals. The reasons that may be attributed to current inflation in India

includes the excess money supply world over due to easy monitory policy pursued by central banks to

boost economic growth ,speculation in commodities, agriculture failures and rising demand for food.
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Khan (2012) mentioned that inflation is a result of factors such as GOP growth, excess money
supply, short supply of goods in the market, manipulations in the market, misconceived expectations,
exchange rate movements, large current account deficit that resulting into depreciation of the currency,
cost push factors, rise in per capita income, increase in demand due to shifting of population to higher
income groups and decline in poverty ratio. Anyone of these factors or a combination of these factors
may trigger inflationary rise in prices. Majumdar and Ghosh (20 11) made a distinction between inflation
during 2008-09 and t~e recent one. According to them while the i~crease in inflation rate during 2008­
09 undoubtedly had a global link associated with rise in the prices of mineral oils, metals, and food
grains globally, this time around, inflation does appear to be an India-specific phenomenon, as there are

no major global factors at play. In addition, it has also been argued that instead of countering the global
trends, our domestic policies, especially those related to money supply, had consolidated and stimulated

the inflationary trends during 2008 (Marj it, 2008). The Indian economy is experiencing rising inflation
in the face oftight money policy. This leads us to infer that current inflation is more a structural problem
resulting from supply side constraints both on the production as well as distributional fronts, especially
in food commodities. Factors like lack of capital formation in agriculture, withdrawal of the State from

irrigation and extension activities, speculation & commodity trading have also contributed to the crisis.

Food Inflation
Rapid and sustained increase in food prices in last couple,ofyears has very significantly affected

the living standards of the bulk of the Indian population. Such high fpod inflation, a form ofindirect tax,
is hurting poor and n1edy of this country. Majumdar and Ghosh(2«11) reported that the current bout of
inflationary pressure started roughly in December 2007, and WPI Inflation, which had remained in the
4-6 per cent band for a long period of 26 months - January 2006 to March 2008 -climbed up sharply to
supra-IO figures, first in June 2008, and then again in February 20 IO. Food price inflation increased
sharply during March-April 2008, crossed double-digit mark in June 2009, reached a peak of20 per cent
in December 2009, and declined marginally thereafter. The inflation rate for the Fuel group was quite
high during 2004-05, declined till November 2007, and increased steeply thereafter. It remained
negative for most of 2009, but rose sharply again during 20 IO.

Economic Survey 2012-13 mentioned the fact that inflation for both primary and manufactured
food products have moved together since 2011-12 and an increase has been observed in2012-13. Cereals
have emerged as the major contributor to an increase in food articles. Inflation in cereals increased to
17.05% in third quarter of2012-13 mainly because of increase in prices of wheat, rice and maize. There
has also been an increase in prices of vegetables and fruits, especially prices of potatoes and onions. As
stated earlier, a combination of domestic and international factors is seen as responsible for this rise in
food prices. Food pri4es have been increasing because of the enorrJous increase in the demand for food
owing to rising incomes and expanding population in emerging markets, especially Asian countries.

Basu, as referred by Kangasebapathy (20 11), argued that current price rise must be seen at two levels,
one from a sector specific and short term viewpoint and two as a sustained or enduring price rise. If the
sectoral rise in prices, such as in food items, is because demand is out of sync with availability, then
issues such as product supply and supply chain must be understood. If retail prices are far greater than
farm gate prices then the impact of cartels of trade should be assessed. Chandrashekar and Ghosh (2008)
mentioned five major aspects, namely, high oil prices, promotion of bio fuels, policy neglect of
agriculture, changes in market structure and speculation in commodities as causes of food inflation. In
the following section, we shall discuss important global and local factors that are causing food inflation.
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Global Factors
(i) High Petroleum prices- India imports nearly eighty per cent of the total requirement of crude oil.
Sustained high oil prices and weakening rupee is affecting agricultural costs directly because of the
significance of the energy as an input in the cultivation process (through feliilizer and irrigation costs) as
well as in transporting food. In other words, high costs of energy and transportation are translating into
higher cost of cultivation and therefore higher prices of output.
(ii) Alternative uses of food grains- In order to reduce dependence on the fossil fuel and finding cheap

I
alternative, bio-fuels \1ave been promoted in USA, Europe, Brazil ard other countries recently. This has
led to a significant sHift in use of certain crops and that in turn led to changes in the cropping pattern.
For example, in 2006 the US diverted more than 20 per cent of its maize production to the production of
ethanol; Brazil used half of its sugar cane production to make bio-fuel, and the European Union used the

greater pati of its vegetable oil production as well as imported vegetable oils, to make bio-fuel. This has
naturally reduced the availability of maize, sugarcane and edible oils for consumption as food and
availability of land for producing food.
(iii) Policy neglect of agriculture- The prolonged agrarian crisis in many parts of the developing world
is mainly because of the shift in policy focus away from agriculture. To realize higher economic growth
countries are increasingly focusing on manufacturing and service sectors. Policy makers are busy in
designing policies that leads to greater globalization and liberalization of the economies .There are
several issues in agriculture which needs immediate attention of policy makers' world over. These issues
include changes in the cropping pattern, dependence on purchased inputs, the excessive use of ground
water, degradation of soil, the lack of attention to relevant agricliltuIJlresearch and extension; the over­
use of chemical inpufs, desertification, and loss of cultivable lanf due to changing land use pattern.
Neglect of these vital !issues related to agriculture has worsened global supply conditions.
(iv) Changes in market structure- The global food trade has been concentrated in a small number of

agribusiness companies and they are controlling all aspects of cultivation and distribution. This is
helping them to increase their marketing margins. Direct producers get the benefits of increases after a
time lag and even then not to the full extent. This concentration is resulting into greater speculation in
food and with more centralised storage.
(v) Speculation- As the global financial system remains fragile, commodity speculation is increasingly
emerging as an important alternative investment market. Such speculation by large banks and financial
companies is in both agricultural and non-agricultural commodities explain at least partly why the very
recent period has seen such sharp hikes in price.

Domestic Factors
(i) Increase in wages- A rise in rural wages has been observed in recent years. Wages in nominal terms
have increased by 18 percent since 2008-09 and inflation adjusteg; rural wages also went up by 7.5
percent (Economic Sr,rvey 20 I2-13).Increase in wages of agricul~ural labourers has been ascribed to
tightening labour market due to MNREGA programme. Rising wages have resulted into higher cost of
production. This rise in rural wages have manifested in declining poverty and changes in the dietary
habits of the people despite rising food prices. The increase in demand for protein foods, particularly
eggs, meat, fish, vegetables and fruits has been observed but the weak supply response has led to
persistent higher food inflation.
(ii) Increase in Procurement Prices- Another reason for the persistent high food inflation is a steady
rise in procurement prices of various agriculture commodities, especially of food grains, by the
government. The minimum support price for A grade rice (paddy) increased to Rs.1280 per quintal for
the year 2012-13, up from Rs. 1030 per quintal in the year 2009- I0 while MSP for wheat increased to
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Rs. 1350 per quintal in 2012-13 from Rs.IIOO per quintal in 2009-10. The higher procurement prices of
food grains has on the one hand increased the off-take of grains from the market and caused increase in
grain prices in the open market and on the other it increases food subsidy bill that in turn resulted in to
the higher fiscal deficit. This is evident from the fact that since 1991 procurement of food grains has
increased considerably. In 1991, 12.7 per cent of the total food grain production was procured by the
government agencies. It increased to 24.7 per cent 200 I and 30.1 percent in 20 II.
(iii) Maintaining higher buffer stocl<s and export of food grains- Government is persistently
maintaining food stocks much above the required buffer. Instead of releasing excess food stock in the
market to ease rising food prices, India alTanged the largest export ¢ffood grains in 2012-13, exporting
10.1 million tonnesl of rice, 6.5 million tonnes of wheat lmd 4.8 million tonnes of corn(
Chibber,Ajay,20 13).
(iv) Low farm productivity- Small land holding and lack of use of technology is another reason for
poor productivity. In India due to tradition, land is divided with every successive generation. This
reduces the land holding offarmers. Also majority of rural population is poor and not well educated and
therefore they are not well aware with new practices being adopted and even if aware cannot afford to
adopt the same because they are highly capital intensive. This results in to lower productivity and total
production. This is a long term factor responsible for persistent high prices.
(V) Lack of infrastructure facilities- It is a major reason for wastage of agro products. Food storage
capacity in the country is very low and quality of storage infrastructure is not suitable for keeping food
beyond a few months. This is palticularly true for semi-perishable and perishable food items,. According
to data available approximately 30 % of agriculture production is lost due to lack of pl'oper storage
facility. Food Corporation of India is not efficiently handling the stock of food grains. Millions of tons
of food grain were rotten due to lack of proper storage. Similarly fn/its and vegetables are also led to rot
because we do not hate enough cold storage facilities and proper tnlnspOltation facilities. Trends in WPI
in relation to major macroeconomic variables

Inflation since 1991
Observing the data presented in table-Ion average rate of annual inflation for all commodities

and average rate of annual food inflation and accompanying graph-I, it is found that for the most part of

the study period food inflation has been higher than the overall inflation. Only for a period, starting from
1999-2000 to 2005-06, food inflation was lower than overall inflation. There has been a wide range of
fluctuations in the rates of overall inflation as well as food inflation. Average rate of inflation for all
commodities was as high as 13.7 per cent per annum in the year 1991-92 and declined to the low of3.3

per cent per annum in the year 1999-2000. For a major Palt of the study period overall inflation
remained above the comfOlt zone of 5 per cent per annum set by the Reserve Bank of India. Similarly
food inflation was highest at 17.85 per cent per annum in 1991-92 and lowest at 0.28 per cent in 2000­
01 during the study period. Food inflation was in the double dig'it for six years (i.e.1991-92, 92-93, 94-

I
95, 98-99, 09-10 and 10-11) during the study period. !
GDP growth and InNation

Economists believe that there is no long term tradeoff between inflation and growth i.e. the
steady state of output is independent of the rate of inflation. This is considered to hold over a range of

moderate inflation, although beyond some rate inflation reduces output. Brazil's experience gives us
some insight into what inflation does to growth. The data suggests that when inflation is below 10
percent, there is a little correlation between the rate of inflation and that of growth. But at higher levels,
inflation is usually associated with lower growth (Basu, 2011). The Indian data on Inflation, as
presented in table-I reveals that in early 1990s first there was a high inflation and then acceleration in
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growth. The later half of the 1990s saw deceleration in the growth as well as lower inflation rate. With

the growth again accelerating to 9 per cent, economy is experiencing inflation. Rising demand due to

high growth in industry and service sector, leading to higher income has triggered high demand, while a

low rate of growth in agriculture has created supply constraints.

Table-l1nflation and Major macro economic Variables

Average rate of
Inflation(annual)

____~_C'"- "-·Average rate of food
Inflation
Inflation(annual)

Source: RBI statlstIc~ on IndIan Economy, CSO, and FlI1ance mll1lstry

G ra ph-1: GDP Growth,:a::cnc=d..:I..:n..:flc=a..:ti.:.o:.:.n ~

20
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16
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12
10

8
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o

Year GOP Average rate of M3 Growth Combined adjusted Ag. Growth
Growth Rate 1nflation(annual) Rate Fiscal Deficit As % of GOP rate

1991-92 1.4 13.7 19.3 7 -1.4
1992-93 5.4 10.1 14.8 6.96 6
1993-94 5.7 8.4 18.4 8.19 - 3.1
1994-95 6.4 12.6 22.4 7.05 ! 5.2
1995-96 7.3 I 8 13.6 6.52 ( 0
1996-97 8 4.6 16.2 6.33 8.9
1997-98 4.3 4.4 18 7.25 -1.3
1998-99 6.7 5.9 19.4 8.97 5.9
1999-00 7.6 3.3 14.6 9.47 2.8
2000-01 4.3 7.2 16.8 9.51 0.3
2001-02 5.5 3.6 14.1 9.94 5.5
2002-03 4 3.4 14.7 9.57 -4.9
2003-04 8.1 5.5 16.8 8.51 8.2
2004-05 7 6.5 12.3 7.25 1.1
2005-06 9.5 4.42 17 6.46 4.6
2006-07 9.6 5.43 21.3 5.38 4.6
2007-08 9.3 4.66 21.2 5.01 5.5
2008-09 6.7 8.41 19.3 7.97 0.4
2009-10 8.6 3.85 18.9 9.59 1.5
2010-11 9.3 9.5 16.2 8 - 7.5..

!
Fiscal Deficit and Inration I

The fiscal theory of the price level postulates that there is a positive relation between budget

deficit and inflation as higher fiscal deficit increases liquidity and make inflationary pressure worse. Yet

empirical research has had limited success in uncovering relationship. The fiscal deficit since 1991 does

not show any positive relation with rate of inflation, rather weak negative correlations of 0.22 with

overall inflation and -0.25 with food inflation are found which indicate that high fiscal deficit is not

causing inflation. The negative relation may be attributed to the fact that high fiscal deficit is mainly

because of the high subsidies being provided on fuel and food grains helping prices to keep low. Ashra



et aI., (2004) find no long-run relationship between fiscal deficit and net RBI credit to government, and
the latter with M3. Therefore, they question the rationale for targeting fiscal deficit as a tool for price
stabilization.

Money Supply Growth and Inflation
Growth in the money supply, measured in terms ofM3 varies in the range of 12.3 per cent in the

year 2004-05 to 22.4 per cent in the year 1994-95. Correlations of M3 growth with overall inflation and

food inflation are found to be 0.28 and 0.49 respectively and though the correlations are not very high

but higher money supply may be one of the reasons for the higher inflation. The increase in the money

supply may be attributed to huge FIl inflow during last couple,of years. Due to non convertibility of

rupee on capital account RBI has to purchase dollars which is leadi)'lg to increase in money supply and

thereby causing inflatIon to some extent. (

Growth Rate of Agriculture GDP and Inflation
The data presented in the table -I reveal that there is very high fluctuation in the agriculture GOP

growth rate since 1991 and that is a clear indication of the fact that agriculture production in India is still

a gamble of monsoon and failure of agriculture production is causing inflation, especially food inflation.

Inflation and food grain production
Table-2 Production of cereals, pulses total food grains and per capita per day availability of food

Year Per capita availability of food Total cereal prod. Pulses Total food grain
Per day (grams) production

1991-92 510.1 156.36 12.02 168.38
'"

166.66 179.48
--

1992-93 468.8 12.82
1993-94 464.1 170.96 13.3 184.26

-----
'-

1994-95 471.2 177.46 14.04 191.5 .

1995-96 495.4 168.11 12.31 180.42
1996-97 475.2 185.19 14.2¥ 199.43
1997-98 503.1 I 179.29 13.8~ 193.12

I
-

1998-99 447 188.7 14.91 203.61
1999-00 465.7 196.39 13.41 209.8
2000-01 454.4 185.74 11.07 196.81
2001-02 416.2 199.48 13.37 212.85 --
2002-03 494.1 163.65 11.13 174.78
2003-04 437.6 198.28 14.91 213.19
2004-05 462.7 185.23 13.13 198.36
2005-06 422.4 195.2 13.39 208.59
2006-07 445.3 203.08 14.2 217.28
2007-08 442.8 216.02 14.76 230.78
2008-09 436 219.9 14.57 234.47
2009-10 444 203.61 14.59 218.2
2010-11 437.1 226.3 18.2 244.5

. .
Source: M1l11stry of AgrIculture, Government oflndla.

Indian agriculture has been marked by its volatility and food grain output has fluctuated widely

between years. The ~ata presented in the table-2 indicate that totll food grain production in the year

1991-92 was 168.38 million tons and it peaked at 244.5 million tons in 2010-11. Similar pattern is

observed if cereal production is considered. If these data are observed with inflation rate it is found that

the year in which the food grain production declined as compared to the previous year it has resulted

into a higher rate of inflation measured in terms of WP1. The correlation between rate of inflation and

food grain production is -0.48. The per capita availability of food grain has been continuously declined

from 510.1 grams per day in 1991 to 442.8 grams per day in the year 2007-08. This indicates that food
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production is less than the increase in population and hence in demand. The production of pulses has
been stagnant at around 14 million tons for last several years under study. Moreover changing food
habits and provisions of mid day meal, food for work programme and increased allocation of wheat and

rice under public distribution scheme have been creating pressure on supply and hence on prices.

The table-3, showll1g area under food crops, reveal that y,ere IS no lI1crease 111 area under
cultivation rather it h1s declined from its peak of 125.16 million heftares in 1998-99 to 121.12 in 2009­
10. If the area under.different crops is considered it is evident from the data that in case of rice and
pulses area is almost stationary. Area under wheat cultivation has increased while under coarse cereal it
has declined. This clearly indicates that over the period of 20 years that there is marginal shift in the
cropping pattern in favour of commercial crops. Also, decline in area under cultivation may be attributed
to change in land use pattern because of increasing urbanization.

Measures to control Inflation and Policy options
The main tools for curbing inflation in India have been monetary policy, trade policy and price

control. The RBI has revised policy rates upward six times in 2010 and again in January 2011. During
2008, the government put a ban on expOii of wheat, non Basmati rice and maize to keep Indian grain
prices below world prices and recently has given signals to review export and impOii of agriculture
products. Monetary policy seems imprecise tool to tame food inflation because increase in the prices of

various food products is due to supply shocks caused by crop. failure .Interest rates are probably an
inappropriate tool to shift people's preferences as demand for food i~ interest inelastic. Monetary policy

operates with a time lag and therefore requires a reasonable assess0ent of time frame within which its
etfect would be transmitted from financial system to the real economy. In the short term problem of food

inflation can be tackled by releasing stocks of wheat rice and sugar as the government has more stock
than warranted by buffer stock norms and reducing impOii duty on fruits and vegetables to facilitate
impOit of the same. The government should also take steps to reform agriculture marketing. The reform

Table-3 Area Under Cultivation - Food grains (Million hectares)
Cereals Total Food

Year Rice Wheat Coarse Cereals Total (2+3+4) Pulses grains (5+6)
I 2

,
4 5 6 70

1991-92 42.65 23.26 33.42 99.33 22.54 121.87
1992-93 41.78 24.59 34.42 100.79 22.36 123.15
1993-94 42.54 25.15 32.82 100.51 22.25 122.76
1994-95 42.81 25.7 32.17 100.68 23.03 123.71
1995-96 42.84 25.01 30.88 98.73 ·22..28 121.01
1996-97 43.43 25.89 31.81 101.13 2¥45 123.58
1997-98 43.45 26.7 30.83 100.98 2t.87 123.85
1998-99 44.8 27.52 29.34 101.66 23.5 125.16
1999-00 45.16 27.49 29.34 101.99 21.12 123.11
2000-0 I 44.71 25.73 30.26 100.7 20.35 121.05
2001-02 44.9 26.34 29.52 100.76 22.01 122.77
2002-03 41.18 25.2 26.99 93.37 20.5 113.87
2003-04 42.59 26.6 30.8 99.99 23.46 123.45
2004-05 41.91 26.38 29.03 97.32 22.76 120.08

~:06 43.66 26.48 29.04 99.18 22.39 121.6
2006-07 43.81 27.99 28.71 100.51 23.19 123.7
2007-08 43.91 28.04 28.48 100.43 23.63 124.06
2008-09 45.54 27.75 27.45 100.74 22.09 122.83
2009-10 41.87 28.34 27.52 97.73 23.39 121.12
Note: Data for 2009-10 are based on Advance Estimates.
~?urce: Ministry of Agricu~ture,Government oflndia. .
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I
should aim at increasing competition in the market so that both farmers and consumers get the benefit.
There is an urgent need to establish a commercial intelligence unit for sensitive commodities to collect
information on status of key crops as regard to market prices, stocks, tariffs and trade and global market
situation and analyse all these to recommend policy action well in time.

Conclusion
The above discussion of trends in major macroeconomic variables and inflation suggest that

combined fiscal deficit of centre and state governments is not a significant factor leading to food
inflation. Increased money supply to some extent is causing inflation. The major cause for the food
inflation is found to be Sh01t supply of agriculture products because of the lower growth in the same in
the post reform period. The country's agriculture GDP growth is stuck at less than 3% per annum and

extremely volatile in nature. Lower growth in agriculture is 'accompanying with stagnation in the
production of pulses, changes in the cropping pattern, decline in ~he area under cultivation, changing
food habits and incre~sed allocation offood grains under public distl-ibution system. All these factors are
creating pressure on the supply of food and hence causing upward pressure on prices. With the challenge
of climate change, sustainable agriculture growth will require higher investment in agriculture research,
development and extension, water and soil management and also logistics, processing, packaging and
organizing retailing. To ensure long term food security to its people at affordable prices and in a
sustainable manner, there is an urgent need to roll out a comprehensive reform agenda for agriculture.
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FINANCIAL INCLUSION THROUGH SEIiF HELP GROUPS
Dr Swati Batra*

Abstract
Inclusive growth, which constitutes the core of the eleventh five year plan appears to be relevant

and needed for a country like ours where approximately 60% population resides in rural areas and about
40% is unbanked. Even Mahatma Gandhi was of the opinion that the real essence of development lies in
wiping off the tears from the eyes of the last man. After more than six decades of attainment of
independence and initiation of economic planning and despite the introduction of several pro poor policy
initiatives, poverty continues to stare us in face. Of all the mechanisms of inclusive growth adopted so
far, and the commendable success of Grameen Bank in Bangladesh with repayment rates as high as 98%
micro credit and its main purveyor seem to be the most potent and effective in addressing the problems
of the disadvantaged sections. For reasons as these, the issue continues to inspire researchers. So,
inclusive growth through financial inclusion is the main theme ofth\l> paper. India has been ranked 50th
as per a recent and ~ first index of financial inclusion prepared ~y Indian Council for Research and
International Econorr\ic Relations (ICR1ER). A lack of empathy on part of the Indian banks gets
reflected when they outsource the' last mile' to micro finance institutions and Self Help Groups. Surely
this model has worked in India and we should pursue and refine it. Take the case of Vikram Akula of
SKS Micro finance of Andhra Pradesh, it represents the high and low of micro credit in lndia. He
spurred into action with 300 companies, attracted international capital and has provided loans worth $ 7
billion to 40 million rural people. Same Akula was accused of charging an interest rate ranging from 24­
40%. Resultantly, defaults increased and suicides among the micro borrowers soared. Here micro credit
failed and the government had to step in with a regulatory mechanism. So, the question is should the
banks entirely rely on outsourcing? ls there a business case for banks to do some of the last mile
themselves? An important observation in the paper has been that despite the profound impact of micro
credit, its spread has been largely uneven across and within the states. Another apathy concerning micro
credit has been that the banks consider the no-frills accounts as a nuisance and low income households
as an intrusion into their time and business. As long as financial "inclflsion is considered as an obligation
rather an opportunitYj fortune at the bottom of the pyramid cannot(be assured and developed. The fact
needs to be acknowledged that micro credit at best is a tool and should not be viewed as a be-all and
end-all. Poverty is a deep rooted, complex and multi dimensional problem. How can a small dose of
credit per se cure it? What is needed is a holistic approach-poor need to be organized and mobilized,
govt., banks and NGO needs to be activated and MFIs need to be sensitized and incentivised. If
inclusive growth does not receive a true priority, the day is not too far when the economy finds itself
strangled in similar waves as the two recent international developments -London riots and Occupy Wall
Street(OWS)- commonly waged against the ongoing social and economic inequality, high

unemployment, greed as well as corruption.

Contextual Framework: One of the cherished goals of Indian planning has been to establish a

socialistic pattern of society as distinct from total government control and market freedom, to address
the problems of poverty, unemployment and income inequalities'oln the early five year plans, higher rate
of assumed to be a panacea for all evils. This unflinching faith in,;the 'percolation effects' of growth
drew its inspiration from the dictum "let us take care of GNP, as( it will take care the rest, including
poverty". Despite innovative policy measures and several experiments to meet financial needs, poor
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people, especially in Ii.ur--al areas, have remained ignored_ However, tfe result was hardly satisfactory in
terms of pro-poor groWth and financial inclusion.

India, being an agrarian economy had had a significant proportion (roughly three-fourth) of
working population dependent on agriculture and allied activities. Pitifully, agriculture even after 67
years of independence and 64 years of economic planning continues to depend on the vagaries of nature
in general and rainfall in particular. The result, agriculture is the biggest employer (54%) but the lowest
contributor to national income (14%). Along with lowest productivity, the other worrisome features of
agriculture adversely affecting rural economy are uncertainty and irregularity, including fluctuating
fortunes. All this has added to the woes of the rural sector in terms of poverty, inequality,
unemployment, backwardness, diseases, deprivation as well as rural-urban gap.

Rural poverty in particular, has been one major issue which continues to be a matter of grave

concern for the policy makers. Understandably, credit is one of the most significant prerequisites for
economic growth. Thus access to finance, especially by the poor and vulnerable groups is an important
precondition for employment generation, economic growth, pove;:ty reduction and social cohesion.
Further, availability or institutional finance can enable the vldnerab(le groups to have a bank account, to
save and invest, to meet consumption as well as investment needs tHereby empowering not only to break
the chain of poverty but also to enjoy better standards of life. The indigenous bankers, while acting as
ATMs (any time money), APMs (any purpose/place money) have, no doubt catered to the needs of the
poor from time immemorial. But, the well-known, painful reality is, more than that, they have exposed
the poor to the nefarious practices of the moneylenders. The hapless and helpless loanees.were made to
pay not only an exploitative rate of interest but also had to forego the pledged land and other tangible
assets to worsen the situation and aggravate the destitution, including gross moral turpitude.

Turning to the institutional sources, initially they comprised commercial banks owned by big
business houses which largely met the needs of affluent sections based on the objective of profit
maximization. This led to emergence of the so-called 'class' rather 'mass' banking- the bane of crony
capitalism. It is against this background and with the concerted efforts of the fonner Prime Minister, late
Smt. Indira Gandhi that 14 commercial banks were nationalized in 1969. Six more banks were
nationalized in the second phase in 1980. But, it was realized thjlt the intended positive effects of

nationalization, aimiIlg at mass banking and branch penetration i~to rural area in patticular, were not
percolating to the true beneficiaries. Credit dispersed through these sources suffered on account of high
transaction costs, low and erratic recoveries, poor work ethos, widespread defaults, increasing NPAs
etc.. Resultantly, the financial institutions turned more cautious in their lendings. All these obstructed
the adequate and timely flow of credit to the needy and deserving.

Consequently, a spate of policy-changes and experiments were made such as social control over
banks (1967), lead bank scheme (1969), farmer's service societies (1973), regional rural banks (1975),
farmers clubs (1983), service area approach (1989). But the result was hardly satisfactory in terms of

financial inclusion and pro-poor benefits. Despite a large network of the rural bank branches, and
implementation of several poverty-elimination programmes targeting at gainful employment generation
and income augmentation, a large number of poor continued to remain outside the orbit of formal
banking. This exclusion from the formal banking sector may be attributed to several supply- and

demand-side factors as inferred by the Internal Group to Examine Issues Relating to Rural Credit and
Microfinance (July 2005). The Internal Group highlighted supply-9]·iented deterrents as: prospects are
unbankable in the ev~luation/perception of bankers; the loan amol~lt is too small to invite attention of
the bankers; even if the prospective loanee is bankable under credit appraisal criterion the distance acts
as a deterrent in terms of feasibility as well as viability in servicing the meager number of irregular
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accounts and petty business; high transaction costs particularly in d,ealing with a large number of small
accounts; lack of coll~teral security; inability to evaluate and monitor cash flow cycles and repayment
capacities due to information asymmetry, lack of data base and absence of credit history of people with
small means; human resources-related constraints both in terms of inadequacy of manpower and lack of
proper orientation/expertise; adverse security situation prevailing in some parts of rural India; lack of
banking habits and credit culture; information-shadow geographical areas; and insufficient as well as
inefficient infrastructure/extension services impinging on productivity and therefore repayment capacity

of the prospective loaners,
From the demand side, the rural poor remain excluded from the formal banking sector due to

following reasons: high transaction costs at the client level due to expenses such as travel expenditures,
wage losses, incidental expenses; documentation formalities; lack of awareness; lack of social capital;

non-availability of ideal products; very small volumes/size of transactions; procedural rigidities; easy
availability of timely and doorstep services from moneylenders/ informal sources; and, prior experience
of rejection by/indifference of the formal banking system,

The often quoted underlying reason for the failure of these!experiments/ changes was that the
poor and their genui~e concerns/ needs were never accorded dub significance, These attempts also
suffered on account of a failure to invoke a voice and participation of the poor in their development
Recognizably, financial exclusion was a root cause of rural poverty,

Financial Inclnsion: An Overview
Hence, the Human Development Report rightly and emphatically castigated the on-going

ruthless, rootless, jobless, futureless and voiceless growth, The key to success lies in the evolution and

participation of community-based organizations at the grassroots level. In other words development to
be meaningtll!, should be of, by and for the people. After all, "human development is the end ­
economic growth is the means."1 In short, important challenge confronting the banking sector was to
extend financial services to all sections of the society based on their choice, voice and needs. The novel
conception of microcredit by Muhammad Yunus and an appreciable success of Grameen Bank in
Bangladesh came to be seen as a better alternative to already exiting arrangement, viz. indigenous
bankers and institutional banking. The first Grameen Bank was set ¥{p on an experimental basis in Jobra
village in Bangladeshi in 1976. The Banking Charter came into existence on 2 October 1983. The huge
success of such banks impelled the World Bank to publish a report: Bangladesh: From Counting the
Poor to Making the Poor Count Financial inclusion through SHGs can create win-win environment for

both customer and financial institution in an economy2 (Thorat, 2006). In India, the catch phrase aam
aadmi, including the thrust on inclusive growth received a, revised but, true priority in the eleventh five

year plan.
The main objectives of large and diversely targeted microcredit programmes were to enhance the

productive means of the rural population by providing them material inputs for one and to reduce
poverty and inequality by generating household income for another. Without doubt, the provision of
credit can augment both human and physical capital and at the same time increase household and
individual welfare on a sustainable basis3 (Khandker, 1998). Group working, lending and borrowing in
comparison to narrower individual efforts may render some distinct benefits. For example, it provides
affordable credit at reasonable rate of interest due to reduction oftransaction as well as "house-keeping"

I

costs; following mut~al checks and balances or "empathy" defaul~§INPAs become minimum; habit of
thriftiness gets a boost due to the conditionality of savings; entreprbneurship is promoted; level of self­
confidence as well as self-worth increases, for it is realized that "united we stand, divided we fall". local



raw materials, local market, local needs, local employment as. was propounded by EF Schumacher
through the concept of 'intermediate technology'(Schumacher, 197f) 'would get a priority in enterprise
promotion and wealt~ generation; risk and uncertainties resulting( from natural calamities get largely
covered. There is less instability of society and less vulnerability of people; emphasis shifts from
abundance of goods and resources to enrichment of people's lives; finally, instead of truncated growth at
the cost of environmental degradation and human insecurity, inclusive development with greater
stability, sustainability and equity may result

Thus, financial inclusion can be considered as prerequisite to achieve inclusive growth which
would further helps in achieving sustainable economic growth. The SHG model in India as well as
several other microcredit initiatives across the world brings out that, creation of awareness of banking
products, competency for capacity building, handholding, nurturing and empowering individuals who
are beyond the ambit of formal banking system are essential for humanizing development This is the
essence of social capital which, it may be emphasized, not only complements physical and human
capital but also enriches human lives through financial inclusion.

In a sense, this new mechanism epitomizes the wisdol)1 of Albert Einstein, "The significant
problems we face cannot be solved at the same level of thinking we Were at when we created them."

For the deeP9ning and widening of financial services in! the rural areas and expanding the
outreach of the formal financial system to the rural poor, innovations and experiments have been carried
out in many countries, including India. The pioneering Bangladesh Grameen Bank model, the micro
finance programmes of Bangladesh Rural Action Committee (BRAC) and Activists for Social
Alternatives (ASA) in Bangladesh, the experience of Bank Rakyat Indonesia (BRI) and microfinance
experience of Philippines are by now quite well known. In fact, such archetypes have already been used
in one form or the other in designing the micro finance programme in India. Reserve Bank of India has
been adopting various measures like priority sector lending, KYC norms, banking correspondent model

to ensure financial inclusion.

Methodology
For the purpose of the present study data was collected from the reports ofNABARD and State

of the Sector reports of different years4,5 (2004-13). The secondary data analysis made in this paper
includes various trends and progress in micro finance sector under ,the SHG-Bank Linkage model. The
study is based on timF series data since 2004. To achieve the abo\(e stated objectives, the country was
divided into six regions namely; NOlth, North-east, East, Central, West and South. Growth in the SHG
Bank Linkage program was studied on the basis of the cumulative number and percentage of SHGs
linked and the amount of outstanding loans against them. Mean and coefficient of variation (CV) have

been calculated to analyse the pattern of growth (rate and uniformity) over time. To study the regional
variation in the trends over the last eight years, the cumulative number of SHGs credit linked to banks

and the amount of outstanding loans against them, have been considered. Statistical Analysis: All the
data were computerized and the analysis was performed on MS-Excel 2007.

Resnlts and Discussion
There are marked economic, socio-cultural, demographic, political, geographical intra and inter state
disparities in India. Studies related to financial inclusion so far6,7, also support the fact that disparities
do exist in the number of SHGs linked to banks, amount of loans disbursed and loans outstanding

against SHGs within the different regions of the country. !
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Table 1: Region wise cumulative number of SHGs linked to bani,s.
Year North North East East Central W.est South Total
2004 52396 I 12278 158237 127009

5i
815 674356 1079091

(4.86) ( 1.14) (14.7) (11.77) ( .08) (62.49) (100)
2005 86018 34238 265628 197365 96266 938941 1618456

(5.31 ) (2.12) (16.4) (12.19) (5.95) (58.01) (100)
2006 133097 62517 394351 267915 166254 1214431 2238565

(5.395) (2.79) (17.6) (11.97) (7.43) (54.25) (100)
2007 182018 91754 525881 332729 270447 1522144 2924973

(6.22) (3.14) (18) (11.38) (9.25) (52.04) (100)
2008 134783 103424 753048 326763 446550 1861373 3625941

(3.72) (2.85) (20.8) (9.01) (12.3) (51.33) (100)
2009 166511 117812 933489 332116 393499 2280911 4224338

(3.94) (2.79) (22.1 ) (7.86) (9.32) (53.99) (100)
2010 158829 85276 985094 497340 439199 2421440 4587178

(3.46) ( 1.86) (21.5) (10.84) (9.57) (52.79) (100)
2011 151260 151280 1171840 361822 313913 2663569 4813684

(3.14) (3.14) (24.3) (7.51 ) (6.52) (55.33) (100)
2012 212041 159416 985329 352452 . 289472 2355732 4354442

(4.87) (3.66) (22.63) (8.09) (t65) (54.09) (100)
2013 2139551 143660 1020656 362521 2 5451 2415191 4451434

(4.81 ) (3.23) (22.93) (8. I4) (6.64) (54.26) (100)
Mean 149090.8 96165.5 719355.3 315803.2 276586.6 1834808.8 3391810.2
Figures in pareutheses are percentage
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Dr. B.R. Ambedkar's Thoughts on Labour - Some Reflections

( Dr. Neeta Tapan*
Prof. Tapan Choure**

Abstract
Against the backdrop of October Revolution of 1917, the Great Depression of 1930s, and the

Mechanical Marxism, Dr. B.R. Ambedkar was perceptive enough to grasp the global significance of
slave labour being used by the Corporations but he experienced peculiar caste specific problems in
India. Earlier this occupational division was a result of the Varna Vyavastha or the Caste system, but the
advent of modern capitalism crumbled the rigidities of caste system and created a caste blind class
system. Thus, Dr. Ambedkar placed before all, this foundation of his beliefs, convictions and the path
leading to the future, that the Dalits in a common united front to be forged with all the exploited classes,
to achieve the goal of social and economic justice in an egalitarian society. Dr Ambedkar had decided to
carry out the struggle on two tracks; to destroy the oppressive social order and to bring about an
equitable, non- capitalist economic restructuring through mass awakening, reform and democratic
movements, as he believed that real economic democracy was ~ means to transform a nation to a just
order. He was one of those who could bring into practice his thoughts on various issues as an architect of
the Constitution of Ipdia. Besides forming of an Independent L~bour Party, the initiation of Social
Security Measures, aljd introduction of other empowerment measures for the labour class set him apart
as a reformer in the real sense. But the new economic reforms have reversed his efforts by del inking
productivity and security. Moreover, reduced role of State and growing global competition along with

the changing demands of employment market pose a fear of ghettoizing the unskilled labour and even
the dalits despite the benefits of reservation fUliher in the new market era. Hence, it is essential to
reinterpret and rejuvenate the thoughts of Dr. Ambedkar in the context of labour policies in order to
safeguard the newly formed marginalized sections in the employment market.

Context
Dr. B.R. Ambedkar was among the first set of Indians who were trained in economics

systematically and practised it professionally. He got his doctorate for a thesis on "The Problem of the
Rupee". He was a Professor of Economics in Bombay's Sydenh~m College in the early I930s. A keen
student of economics, Ambedkar's M.A. thesis was on 'Ancient/Indian Commerce' and the M.Sc.
(London) thesis on '1he Evolution of Provincial Finance in Britisli India'. However, despite his formal
training and publications in Economics, Dr. Ambedkar is honoured as the Principal Architect of the
Indian Constitution. The Fundamental Rights and the Directive Principles of State Policy are his special
contribution. If the chapter on Fundamental Rights, particularly its cardinal articles on Equality before
the Law, Equality of Opportunity and the Right to Life (and Livelihood) as interpreted by the Apex
Comi are indeed held sacred, while the Aliicles 37, 38 and 39 of the Directive Principles are the guiding
spirit of the Constitution. had studied under the foremost authorities of the time both at the Columbia
University in the US and at the University of London. Dr. Ambedkar chose his own methodology to
educate and inform himself and cataclysmic events took place in the journey of his life. The 1917
October Proletarian Revolution in Russia, which to begin with placed power in the hands of the workers
and peasants, the toiling and hitherto exploited class. Then the 'Great Economic Depression' of 1929
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brought with it devastation, hunger and unemployment, which not only burnt and singed the people in
the United States but also in Europe. The Capitalist classes across the industrialized countries speedily
funded Fascist groups, to fUliher dispossess and divert the working/class. This was spread through fear
and propaganda, prol~ising them the mirage of nationalism, disciplIne, conquests and full employment,
at the same time breaking their organizations, enslaving them in factories, mines and plants jointly
owned by global 'finance capital' including American corporations and British capitalists, through the
1930s. The Great Depression of 1929-33 shook the whole world and its epicenter was in the United

States and Europe, the foremost capitalist systems, where he had spent his period of study and
observation. Capitalism's exploitative chain had broken down and was replaced by Fascism, i.e. a rule
by private Corporations in pminership with the ruling elite controlling the State apparatus. HencefOlih,
the 1940s were a period of brutal confrontation with the most reactionary social power known in the
world up to that time, fascism; and they ended with the unleashing of atomic energies in the burning of
two Japanese cities, forecasting the technological furies that would overshadow human development for
decades. For many throughout the world, the peace that followed was a period of hope, with the
emergence of newly liberated nations throughout Asia and Africa, and the achievement of socialism by
many peoples of the world.

Dr Ambedkar was perceptive enough to grasp the global sigtlificance of slave labour being used
by the Corporations b~t he experienced peculiar caste specific problbms in India. While he had had pre­
occupations with the Round Table Conference, the Poona Pact, the Government of India Act 1935, the
provincial elections and Separate electorates; he was deeply distressed by the exploitation,
impoverishment, daily humiliation and denial of human rights to the exploited classes and the Dalits in
the social mileu of the backward, feudal, arch conservative society that had evolved in India.
Michiavellian state craft in combination with parasitical economic production relations and a cruel,
ritual order was used as a means to marginalize the people who built India. The people who toiled in the

fields to produce food, the bunkars who wove clothes and fabrics, the miisans who made tools with their
hands, household items and the most exquisite articles with precious stones and alloy metals, the people
who built homes, palaces and monuments, the leather workers who made shoes, saddles for the army
cavalry and without whose services society would not exist and flourish, were all continuously being

cheated, looted through expropriation of the surpluses that they created by their sweat, blood and
sacrifices.

Earlier this occupational division was a result of the varna(Vyavaslha or the Caste system, but
the advent of modernl capitalism crumbled the rigidities of caste system and created a caste blind class
system. Thus, Dr. Ambedkar placed before all, this foundation of his beliefs, convictions and the path
leading to the future, that the Dalils in a common united front to be forged with all the exploited classes,
to achieve the goal of social and economic justice in an egalitarian society and real democracy which
signifies that the economic emancipation of the Datils is as vital as the struggle for social justice which
should aim at making the Datils aware of the definition of the 'Subjugated class'; so that Dalit
awareness is raised to a level whereby they join hands and march shoulder to shoulder with all other
subjugated classes, to wage the sllllggle against thc exploitative class.



The Thought
Ambedkar's acceptance of many of the basic assumptions of a mechanical Marxism remained

throughout his life and can be seen in his final writings on Buddha and Marx. Its most important aspect

is the identification of economic exploitation with private property.7he concept of class struggle is the

fundamental modific1jtion Marx introduced into the Hegelian dial'ftics of pure concepts. Through the
concept of class struggle Marx made the Hegelian idealist dialectics transformed into a materialist and

historical theory. Marxian theory rested on the following theses. They are:

• That the purpose of philosophy is to reconstruct the world and not to explain the origin of the
universe.

• That the force which shapes the course of history is primarily economic.

• That society is divided into two classes, owners and workers.

• That there is always a class conflict going on between the two classes.

• That the workers are exploited by the owners who misappropriate the surplus value, which is the

result of the workers' labour.

• That this exploitation can be put an end to by nationalisation of the instruments of production i.e.

abolition of private property.

• That this exploitation is leading to greater and greater impoverjshment of the workers.

• That this growing impoverishment of the workers is resulting in alf'evolutionary spirit among the

workers and the corversion of the class conflict into a class struglsle.

• That as the workers outnumber the owners, the workers are bound to capture the State and establish
their rule, which he called the dictatorship of the proletariat.

• These factors are irresistible and therefore socialism is inevitable.

Ambedkar was not against the understanding of history in terms of class conflicts but he was

strongly inclined to replace the term class with indigenous categories such as varnas and castes

especially when it is about the traditional social system of India. He believed that class is a concept that

mostly reflects its relevance in capitalist society, particularly in the capitalist economic mode of

production, whereas caste is above all a category of pre-capitalist societies, particularly the Indian

society, comprehending it not necessarily in its economic mode. Marx himself recognized the existence

of such a non-economic category and such a non-dichotomic reality in the pre-capitalist formations. "In

the earlier epochs of history, we find almost everywhere a complicated arrangement of society into
various orders, a manifold gradation of social rank... again subordinate gradations... Our epoch, the

epoch of the bourg~oisie, possesses, however, this distinctive feature: it has simplified the class

antagonisms. Society as a whole is more and more spl itting up into two great hostile camps, into two

great classes directly facing each other: Bourgeoisie and Proletariat." (Marx Engels Lenin 1974: 85).

Ambedkar here brings out certain important features of caste system that differentiate it from any

other social systems, particularly from a modern European class system. Ambedkar attributes, in a most

comprehensive manner, the term class to caste because he identifies a collective or communal nature in

caste that here an individual on the basis of private property is not exploited or oppressed but a group of

people is stigmatized, isolated, exploited and oppressed by virtue of birth and profession. In Marxian

analysis, class as a clear cut economic group comes into existence only in a capitalist society. It is the

social nature of production against the private appropriation of the surplus brings the individual workers

into a group called a class. The main objection Marx raises against the peasantry in a feudal society is
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that the peasantry never comes into unity and consolidated as a class. According to Marx, the peasants
always remain as individual small owners and producers although they are exploited by the feudal lords.
But Ambedkar shows that caste as a group, many times more th~ckly unified, as an identity and stigma,

has come into existence in Indian context well before the advent ofcapitalism. Not only the exploited
but also the exploitinrgroups acquire the collective nature in caste (system. Formation and development
of such rigid collective categories like the exploited and the exploiting, from the most ancient days
through the feudal ages, represent the essential feature of the caste system. If the term commune or
community may be attributed to every caste, then the caste system is a communal exploitative system or
a system of exploitation based on communities. Collective and Structured exploitation is at the basis of
Indian caste system. Marx did understand the specificity of caste as a collectivity or community under
exploitation.

He believed that civilized society undoubtedly needs division of labour. But in no civilized
society is division of labour accompanied by this unnatural division of labourers into watertight
compartments. The Caste System is not merely a division of labourers which is quite different from
division of labour-it is a hierarchy in which the divisions of labourers are graded one above the other.

The division of labour brought about by the Caste System is a division which adversely affects the
efficiency and restricts occupational mobility as it is based neith~r on natural aptitude nor on choice but
on the dogma of predestination. As an economic organization cas~e is therefore a harmful institution,
inasmuch as it involv~s the subordination of man's natural powers ~nd inclinations to the exigencies of
social rules.

Another major point on which Dr. Ambedkar deviated from Marxian theory was that although he
accepted the detinition of class and exploitation as being a result of private property he went on to argue
that Buddhism, in the Sangha abolished private property more thoroughly and without bloodshed and
was therefore superior to Marxism.

The Practice
Dr Ambedkar had decided to carry out the struggle on two tracks; to destroy the oppressive

social order and to bring about an equitable, non-capitalist economic restructuring through mass
awakening, reform and democratic movements, as he believed that real economic democracy was a
means to transform a nation to a just order. He said 'the struggle for economic justice was as important
as the struggle for social justice'. It is no surprise, therefore, that he set his precepts into practice by
mobilizing and leading the march for temple entry at Mahad, to ;be shortly followed by his stirring
address at the I (

Independent Labour Party Conference at Manmad in 1938. Since caste discrimination was
practiced aggressively in the railways and the textile mills, with the lower and lesser paid jobs going to
the Dalits; while clean and weaving jobs went to the other caste workers, therefore, the G1P Railway
Dalit Mazdoor Conference in Manmad 1938 was a defining moment in Dalit struggle. Labour Member
of the Viceroy's Council, J942-45, he initiated programs to help increase the productivity of workers, by
providing them education and skills, health care and maternity leave provisions for women workers, for
example. Dr Ambedkar set up the Tripartite Labour Council in 1942, to safeguard social security
measures to the workers, giving equal opportunity to the workers and employers to participate in
formulating labour policy and strengthening the labour movement by introducing compulsory
recognition of trade unions and worker organizations. Labour was placed in the Concurrent List. Chief
and Labour Commisioners were appointed, so was a Labour Investigation Committee.
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Dr. Ambedkar also formed the Independent Labour Party on three fundamental/basic principles
and these Principles were:

• All the wealth, property and assets which are in this world are the result of/and have been created

by the undying, hard labour of the workers and the kisaans. Despite this, the worker and the kisaan
who toils with desperation in the field, is naked and hungry" All these riches, property and the

means of production have been arrogated by private property Fights arbitrarily imposed by the

profiteers, landlor1 class, capitalists and the rich class who hare expropriated all this wealth by
illegal/unjust loot, robbery and theft. This (parasitical) class has done nothing to earn this.

• Indian society is divided into the class ruled over and the 'Ruling' class', whose interests mutually

clash as a class conflict between the 'Ruler-Exploiter' and the 'Ruled-Exploited', is fundamental,

and this fact remains all encompassing.

• The rights of workers and the toilers can be defended, (and will be secured) only when the reins of
'Political power' will be in their own hands.

On the other hand, while presenting the main memorandum on 'State and Minorities' he clearly

stated that the main purpose behind the clause is to put an obligation on the State to plan the economic

life of the people on lines which would lead to the highest point of productivity without closing every

avenue to private enterprise and also provide for the equitable distribution of wealth. Dr Ambedkar was

against monopoly in every form because he knew monopoly leads to exploitation .... it extracts work at

low wages and creates artificial scarcities ...monopoly of capitali~ts cannot give justice to the exploited,

poor classes. He wrote in 1956 in the RPI manifesto, "that any schenle of production must in the view of
the RPI remain subjfct to one overriding consideration that thel(e should be no exploitation of the

working class." Dr Ambedkar made it clear that economic reforms by equal ization of property must

have precedence over every other kind of reform, noting that man is not just an economic creature.

Dr. Ambedkar went on to argue that anyone who studies the working of the system of social

economy based on private enterprise and pursuit of personal gain will realize how it undermines, if it

does not actually violate, the last two premises on which democracy rests. How many have to relinquish

their constitutional rights in order to gain their living? How many have to subject themselves to be

governed by private employers? Ask those who are unemployed whether what are called Fundamental

Rights are of any value to them. If a person who is unemployed is offered a choice between a job of

some sort, with some sort of wages, with no fixed hours of labour and with an indirect restriction on

joining a union and the exercise of his right to freedom of speech, association, religion etc can there be

any doubt as to what his choice will be How can it be otherwise? The fear of starvation, the fear of being

compelled to take children away from school, the fear of having to bear the burden of public cost are

factors too strong to permit a man to stand out for his fundament.al rights. The unemployed are thus
compelled to relinquirh their fundamental rights for the sake of sdcuring the privilege to work and to

subsist ....Regarding the employed, it is assumed that the enactment of Fundamental Rights is enough to
safeguard their liberty, and that nothing more is called for. They argue that where the state refrains from

intervention in private affairs, economic and social, the residue is liberty. What is necessary is to make

the residue as large as possible and state intervention as small as possible. It is true that where the state
refrains from intervention what remains is liberty. But this does not dispose of the matter. One more

question remains to be answered. To whom and for whom is this liberty? Obviously, this liberty is

liberty to the landlords to increase rents, to the capitalists to increase the hours of work and reduce the

rate of wages. This must be so. It cannot be otherwise, for in an economic system employing armies of
workers, producing goods in mass at regular intervals, someone must make rules, so that the workers



will work and the wheels of industry run on. Liberty from the control of the state is another name for the
dictatorship of the private employer. The Advisory Committee did not accept his proposals. Dr
Ambedkar pressed the Chairman of the Constituent Assembly repeatedly to incorporate his proposals in
the Chapter on Fundamental Rights of the Constitution and not disallow them on 'technical grounds'. He
argued that it was a matter in which the labouring classes in general and the scheduled castes in
particular, are vitally concerned. That is the precise reason whY it was not permitted in the justiciable

I
part of the constitutijn but relegated to the Directive Principles. (

Reflections
Marxian influence led to defining 'socialism' in terms of 'nationalism' in which collective

ownership of the means of production (or the abolition of private property) could be achieved through
state control; and it continued to accept the idea that modern factory production i.e, industrialization,
constituted the economic basis of socialism. Thus, Ambedkar could term his own version of socialism as
'state socialism' and call for 'nationalization of land', or public control of the 'commanding heights' of
the economy. However, taking standard left economic assumptions for granted had two consequences
for Ambedkar and the Dalit movement: First, it led to attempts to formulate a historical theory of caste
and social struggle in India that functioned primarily at the 'superstructural' level, stressing factors of
political conflict and ideology apart from those of economic development. Second, it effectively
suppressed any dialogue with alternative economic models and ignored the degree to which a state­
controlled heavy industry would be effectively a high caste-conil·ollyd economy. But perhaps there was

no real alternative be10re Ambedkar at the time. His 'State socialislf' was, after all, part ofa very broad
consensus that saw development in terms of industrialization and nationhood in terms of a centralized,
strong, unitary state.

The history of Economic thought has a long journey of concerns about labour in the context of
wage determination from subsistence level wage theory to modern theory of equilibrium. However, it
was Dr Ambedkar who in practice laid the foundation of the Minimum Wages Act, Social Security
measures and Labour Rights. Whereas, the question of securing Labour Rights to the labourers in the
unorganized sector, still remains unanswered. Productivity and job security went together in his theory

and practice. Contrarily, the Reformers and Globalists of today are bent on contract labour and its
infonnalisation through 'hire and fire' or 'Exit Policy'. The process of Liberalisation, Privatisation and
Globalisation has aggravated unemployment, reduced social security, and pushed a major chunk of
labour force in the legally unprotected unorganized sector. The advent of knowledge economy and ICT
sector based growth will further marginalize the unskilled and untrained labour. Moreover, despite the
vigorous reservation policy the Dalits will get ghettoized in certain 9ccupations not by caste system but
by market, if they do Inot keep pace with the changing employmen~scenario. Reduced role of State and
growing global competition creates other forms of monopolies and cartels which enhance the scope for

the growth of private property. Hence it is essential to reinterpret and rejuvenate the thoughts of Dr.
Ambedkar in this new market age in order to safeguard the newly formed marginalized sections in the

employment market.
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