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Growth, Employment and Poverty Reduction: Post-Reform Indian Experience.
Himanshu®

I ntroduction

Growth of Indian economy along with China has ated global attention, especially in
the recent period when most of the global gianthss United States are on the verge of
recession. This attention is partially justifiedven the large size of the countries.
However, the concerns which are shared at the damiesnt are different from the
concerns that the global community has for thessnit®s. The recent emphasis on
‘Harmonious Growth’ by the Chinese Communist Pantyg ‘Inclusive Growth’ by the
Indian Planning Commission raises the obvious dquesif how are the benefits of this
growth shared among various population groups guatiadly between states and
provinces. Above all, the concern is more in theireaof the redistributive impact of the
growth on the domestic economy and its ability towgdespite the bottlenecks imposed
by constraints of a large and growing populatiomstrof which is still dependent on
agriculture for livelihood. Even though the chalies in both countries are similar, the
modus operandi of tackling them is different, pnilyabecause of the different nature of
government in these countries but also becausertgmes of growth in these countries
differ. While a large part of Chinese growth is tted on growth in manufacturing,
particularly export oriented manufacturing induestrithe growth in India is driven by the
services sector. In the search for an effective wéyachieving growth without
compromising on the redistributive aspect of it leen employment and workforce
structure. This is particularly true in a contextem the growth of national income is
accompanied by growing inequalities between varisestors of production, largely
driven by the differential returns to labour in egmented labour market. Nonetheless,
characteristics of labour market and growth in eyplent remain an important tool for
analysing the recent developments in India as agehina.

This paper analyses the recent patterns of growthndian economy and its impact on
employment structures and poverty. The primary eomof the analysis is the question
of redistributive impact of the growth in the retg@eriod and to what extent changes in
labour market and employment characteristics empla@ poverty reduction seen in the
last five years. Primary analysis based on thelaai data does suggest an increase in
elasticity of growth on poverty reduction. Howevstch a conclusion is not entirely
borne out by the indicators of employment whichvghe slowdown in wage rates for
most of the workers in the economy. It appears @ffiatie a statistical artefact driven by
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the low inflation as seen in the official poveriyds. The analysis also suggests elements
of distress so far as employment trends are coadeidonetheless, the paper also points
to the seemingly innocuous but important charasties of household demographics
which show a beneficial improvement in total houddtrearnings despite low wage rate
growths. At the same time, it also highlights tmeportant channel of employment
diversification as means for achieving redistribetustice.

This paper is structured as follows: Section onthefpaper looks at the recent trends in
growth performance of Indian economy along withigatbrs of employment and
poverty. Section two looks at the changes in labuarket. This is done separately for
rural farm and non-farm sector and urban areasllifisection three puts together the
recent evidence emerging from sectoral distributibgrowth and employment to explain
poverty reduction.

Recent Trendsin Growth, Employment and Poverty

Recent estimate of Gross Domestic Product (GDP)tHer country suggests that the
country’s economy has grown by more than 9% per gaang last year with the most
recent quarter clocking growth rate of 9.4%. Buhibd this high rate of growth of
economy is also the reality that this rate of gtowt economy has been highly unequal
so far as sectoral growth performances are conderne
Table 1
Growth Rate of National Income at constant prid&99-00 series)

83-94 | 93-00 | 99-05 | 04-07

Agriculture 3.76 3.31 1.59 4.34
Mining 6.44 5.20 4.67 4.37
Manufacturing 5.97 6.90 6.46 10.70
Electricity etc 9.43 6.98 4.14 6.35
Construction 5.43 6.36 8.79 12.45
Trade& hotels 6.12 9.29 8.05 10.55
Transport & communications 6.54 8.66 12.63 13.45
Real estate and business services 10[10 7.78 §.710.75 1
Community & personal services 6.25 7.88 5.22 7.78
Secondary 6.17 6.62 6.63 10.25
Tertiary 7.16 8.35 7.65 10.42
Total non-farm 6.79 7.74 7.31 10.36
Total GDP 5.78 6.51 5.99 9.17
Population 2.34 1.94 1.72 1.46
Per-capita GDP 3.36 4.48 4.20 7.60

Source: National Accounts Statistics, Central Stiatll Organisation, Various Issues



Agriculture which still employs close to 50% ofdbpopulation and almost two-third of
rural population has seen growth rate decelerdatnglmost half the growth rate seen
during 1993-99. Moreover, growth rates during 9985 lower than 93-99 for all sectors
of the economy except for construction and comnatiwos. However, despite this, the
total growth rate of GDP is only marginally lowearthg 1999-04. The weakening of
impact of agricultural growth rate on total GDP wtb is primarily a result of the falling
share of agriculture in total GDP which fell fromoand 55% in 1950-51 to 37% in 1983-
84 and around 20% in 2004-05. However, the sharegatulture in the workforce has
fallen slower than the corresponding decline in GddRare and even today agriculture
accounts for almost 50% of al the workforce. Asesautt, per worker productivity gap
between agriculture and non-agriculture has ineeabarply.

Further break-up of the agricultural sector showshe following
CAGR of output in agriculture sector 1999-00 to(H!-

Agriculture (excluding livestock) 0.77%
Cereals -1.34%
Pulses -0.16%
Total food-grains -1.20%

That is, food grains which account for more thafo6®f the total area cultivated in the
country have seen a negative rate of growth dur88p-2005.

Along with the GDP results, planning commission ladso released the most recent
estimates of poverty in the country. These are a®ailable on mutually comparable
Uniform Reference Period (URP) basis from the corsuexpenditure survey and by
Mixed Reference Period (MRP) from the Employmentveys based on abridged
consumption schedule. These then show-up thexoltn

Table 2
Poverty HCR (based on official poverty lines)
Rural Urban
CES EUS CES EUS
URP MRP MRP URP MRP MRP
1983 45.7 41.8 40.8 37
1987-88 39.1 34.9 38.2 34.8
1993-94 37.3 31.6 32.4 27.9
1999-00 27.1 (28.8 34.0 23.6 (251) 28.9
2004-05 28.3 21.8 24.9 25.7 21.7 25.0

Note: Figures in parenthesis are food adjustedhestis reported in Sen-Himanshu (2004), CES: Consomp
Expenditure Survey, EUS: Employment Unemploymemt/&y



Table 3

Gini Coefficients for Rural and Urban Areas

Rural Urban
CES EUS CES EUS

URP MRP MRP URP MRP MRP
1983 30.42 27.75 33.88 31.72
1987-88 29.93 27.27 34.97 32.69
1993-94 28.58 25.8 34.44 31.9
1999-00 26.32 25.68 34.63 33.30
2004-05 30.45 28.08 26.96 37.64 36.43 38.3

Note: CES: Consumption Expenditure Survey, EUS: Byipent Unemployment Survey

That is, inequality increased throughout the 198f@sr falling during the 1980s in rural
areas whereas it increased faster in the 1990sbemuareas with stagnant trend in the
1980s. But despite growth rates decelerating amguality increasing to its highest levels
since 1980s, the most recent period appears topeei@ of high poverty reduction after
a setback in the first 10 years of the reform psec@&he evidence so far suggests that the
1990s, whether defined as 1993-2000 or as 1987;20@9indeed a period when poverty
reduction suffered a setback. On the other haredp#riod 1999-2005 appears to have
seen significant poverty reduction.

Along with the poverty and inequality estimatestireates on employment and
unemployment are also available now. Accordinghtesé, employment growth during
1999-2005 has not only outpaced the growth rateraking age population, at 2.85%
per annum it also signals a reversal of the previoend of ‘jobless growth’ during the
1990s which showed overall employment generatiomratind 1% per annum only.
However, the results from the ¥round (2004-05) also suggest that the trend of
increasing unemployment which picked up in the ®9tas continued and the
unemployment rates in 2004-05 are among the highiese 1972-73, that is, since the
beginning of the quinquennial employment and unespkent surveys of the National
Sample Survey Organisation (NSSO). For the workiogulation as a whole, daily status
unemployment increased from 6.1% in 1993-94 to 7i13%®©99-00 to 8.3% in 2004-05.
Daily status unemployment among agricultural lableouseholds (who are the poorest)
increased from 9.5% in 1993-94 to 12.3% in 199%A0 further to 15.3% in 2004-05.
But more importantly, the results of the 2004-06ma also suggest certain changes in the
structure of the workforce, which are not only e¢any to the earlier trend seen during the
last three decades, they also suggest some ddepages in the labour market behaviour
which need to be examined in detail. For examgie, share of casual labourers in
general (and agricultural wage workers in partiguéetually declined during 1999-2005
after a sharp increase during 1993-2000 and eaali®l also rural non-agricultural



employment registered a sharp increase from 1999;2fbllowing almost complete
stagnancy earlier in the 1990s.

Table 4
Employment Growth Rates

1993-94 tol 1999-00 to| 1993-94 to

1999-00 2004-05 2004-05
Agricultural Self Employment -0.58 2.89 1.01
Agricultural Wage Employment 1.06 -3.18 -0.89
Total agricultural employment 0.03 0.85 0.40
Agricultural GDP 2.88 1.76 2.37
Non-agricultural Self employment 2.34 5.72 3.86
Non-agricultural Wage employment 2.68 3.79 3.18
Rural non-agricultural employment 2.26 5.27 3.52
Urban non-agricultural employment 3.13 4.08 3.46
Secondary sector employment 291 4.64 3.70
Tertiary sector employment 2.27 4.67 3.35
Total non-agricultural employment 2.53 4.66 3.49
Non-agricultural GDP 8.11 7.22 7.71
Total Employment 1.02 2.85 1.85

Source: Based on employment estimates from NSSO EUS

The unexpectedly high growth of employment comiftgraa period of jobless growth
has not gone down well with many. This is partlyeda the stories of rural and agrarian
distress coming from the rural areas for the sasre@, which do not share the same
dynamism as is coming out from the employment ghowthis disjunction between
growth and employment has also led some researtthersestion these results and term
them as statistical facts (Unni and Raveendrany280ndaram, 2007). Critiques of the
jobless growth theory have also bounced back witjuraents for doing away with
NREGA, essentially seen as a response to joblesstiyr(Sunil Jain, 2006). However,
other serious researchers have taken this sparhployment growth with a pinch of salt
and have argued for looking closely at the qualitymew jobs created. The preliminary
evidence on this suggests a worsening of qualityermployment with employment
swelling in the informal sector, mostly as self-éoyed. Nonetheless, these results at
first sight appear to defy the conventional wisdmu, far as employment trends are
concerned, given the large scale rural distresagtine same period.

However, matters are complicated by the fact thigtgurge in employment growth after

1999 was accompanied not by higher growth in waggsrbut by their stagnation. Tables
below summarise all-India trends in wages at canist899-00 prices. From these tables,
the trend is not only of clear deceleration in n@ages of casual workers, there is even
more deceleration in wages of regular workers ith lboral and urban areas. That is, real



wages decelerated for all workers significantlyingir1999-00 to 2004-05 compared to
wage growth between 1993-94 and 1999-00. And thas wue for rural and urban,
agriculture and non-agriculture, male and femalg ainall levels of education. If wages
are taken to be the main indicator of well being goverty then poverty reduction
should have been less between 1999-00 and 2004fOpared to the previous period, a
trend contradictory to the poverty estimates regzbetbove.

Table 5
Growth rate of real wages (1999-00 prices) for ahsworkers of age 15-59
1993-94 to 1999-00 1999-00 to 2004-05
Agriculture | Non-agriculture|  Agriculture Non-agriture
Male 2.80 3.67 1.38 0.67
Female 2.95 5.13 1.04 151
Persons 2.78 4.19 1.31 0.76
Source: Computed from NSSO employment-unemploymsigmnveys
Table 6
Growth rate of real wages of regular workers byoation status
Rural Urban
1993-94 to 1999-(0999-00 to 2004-05993-94 to 1999-00999-00 to 2004-05
Not literate 6.18 -1.67 2.63 -1.00
Primary 3.88 -0.57 3.42 -2.20
Secondary 4.33 -0.72 4.37 -1.74
Graduatesg 6.04 2.00 5.27 1.91
All 5.38 0.56 5.01 0.21

Source: Computed from NSSO employment-unemploymsgmveys

Agrarian Crisisand Agricultural employment

Things could not have been worse for the agraremos of the economy with GDP in
agriculture decelerating sharply along with decdlen in agricultural wages thus hurting

both, cultivators as well as the more vulnerablecajural labour households.

The

enormity of the crisis in Indian agriculture is paps understated by the thousands of
suicides by farmers in different regions of the oy While they do seem to have
attracted attention of the mainstream media pé§rttal the crisis in farming, many such
stories of agrarian distress go unnoticed in offaats of the country. Almost 40% of
farmer households (more than 50% in case of smallmarginal farmers) according to
the 59" round of NSS survey (2003), confessed to theitlugonment from farming.
And of these 40%, an overwhelming 87% of farmegsoreed that this was because
farming was not profitable and was too risky. Faglprofitability in agriculture has also
forced a significant majority of farmers in delaprwith 49% of farmer households (82%
in Andhra Pradesh and 75% in Tamil Nadu) reportitegnselves to be indebted.



What is also important to note is the fact thag thisis in Indian agriculture has been
brewing up ever since 1996-97 and has only worsandite recent period. Growth rate
of crop output has come down from 3.1% per annurmdu.980-1997 to around 1% per
annum thereafter. Of this, excluding the fruitgyetables and condiments and spices sub-
group, the growth rate of remaining crops has bess than 0.5% per annum compared
to over 3% before 1997. This was accompanied bgldeation in input use, coinciding
with the period after 1997-98 when output pricegdmeto fall relative to input prices.
While a part of the deceleration in agriculturabwgth can be attributed to lower
profitability leading to slower increase in inpidead, it was also accompanied by decline
in input productivity from about 1% per annum priorl996-97 to negligible thereafter.

The deceleration was seen across all crops andrseutd the magnitude of deceleration
was significant enough to leave per capita outplaveer levels than 1996-97 even in the
year 2003-04 which was incidentally a year of ebecglmonsoon and record production.
Since the deceleration coincided with a downturwanld prices, the impact on domestic
farm incomes was more than in earlier decades becaf greater openness.
Consequently, farm incomes became more variabledandlerated more than output in
many cases. The net impact of all these was aesevisis for the farming community.

However, this period of agrarian crisis is alsocmpanied by certain changes in the
labour market which suggest that this period ofiagn crisis has also seen the highest
rate of growth of labour force and workforce. Alese developments in the agrarian
sector and wage labour market do not suggest assilplity of employment availability
increasing due to pull factors originating in agtiare. In this context, following issues
need explanation: (1) why did self-employment aarslof workers increase when the
trend in the past has that been of decline inemibloyment, (2) why does casual wage-
employment decline when there is sharp deceleratiovages during this period, and (3)
why does average consumption expenditure increadepaverty decline faster during
this period when wages are showing sharp decederalihe last point is particularly
important, since wages have often been used agoagsproxy for consumption
expenditure or income of the poor and past expesiuggests that the growth rate of
wages is strongly correlated to growth rate of comstion expenditure and reduction of
poverty.

Rural Farm Employment

For agricultural employment in rural areas, selfslygyment and wage labour are the
dominant form of employment with very little regulamployment. This is particularly

true for females. Over the years, self-employedkexs as percentage of total workers
was coming down and this trend is consistently fiareall the previous rounds since



1972-73. This is also along expected lines andntaéen reason was the much higher
dependence on agriculture as source of livelihaodrdiral population. Since, land is
limited, with increasing population pressure anddldragmentation, the share of self-
employed in the total rural agricultural workforags bound to decline and some of the
households where the income from cultivation faller the years would move to casual
wage-employment to supplement household incomes péiticular effect would tend to
weaken over time as non-farm diversification of &yment increases over time and
some of the households would also seek employnmenbn-agricultural sector where
this can take up the form of self-employment. Butsincertainly, increase in self-
employment in agriculture would not be expectecssithere is increased access to land.
For most of the rural labour accounting for nearhe third of all households in rural
areas in 1999-00, the possibility of increased s&d¢e land is ruled out. The agrarian
crisis following 1999-2000, apart from showing decation in output growth has also
shown signs of increasing input costs and declimrafitability in agriculture. In that
context, increased absorption of labour force inicajure as self-employed is not a
possible option.

Table below gives the number of workers by stattisemployment and industrial
affiliation for the last three rounds in rural asea

Table 7
Number of usual status workers (in millions)
Rural Male Rural Female

1993-94| 1999-00| 2004-05| 1993-94| 1999-00| 2004-05
Self-employed in agriculture 85.0 83.1 92.8 52.9 51.0 66.6
Self-employed in non-farni 23.2 26.0 34.4 8.5 9.6 412
Regular in agriculture 2.5 2.5 1.9 0.5 0.6 0.5
Regular in non-farm 13.4 15.1 17.7 2.3 2.6 4.1
Casual in agriculture 51.6 56.2 50.8 36.9 38)6 36.2
Casual in non-farm 12.1 15.7 21.2 3.7 3.4 4.3

The interesting aspect of this table is that teads are same between 1993-94 and 2004-
05 for non-farm employment. In fact, casual emplewitrhas increased in non-farm at a
much faster rate than in the previous period fahboales and females. This is also true
for regular employment. Taking both regular anduehemployment together in the non-
farm sector, the rate of growth of labour force liegh is not much different between
these two periods. However, the major differencsvben the two sub-periods is in the
case of self-employed which has increased fastemém-farm employment for both
males and females. At the same time, while selfleympent in agriculture was declining
between 1993-94 and 1999-00, it shows a sharpaserbetween 1999-00 and 2004-05.
The other trend which departs from the usual trisnithe decline in absolute number of
casual workers in agriculture. In fact, more th@@dof the incremental workforce in the



case of rural females is employed in self-employinreagriculture. It is also noteworthy
that females account for more than 60% of totaldase in self-employed in agriculture
while males account for almost 75% of the entirerease in self-employed in non-
agriculture.

As far as agricultural sector is concerned, theaichjpf agrarian crisis has been felt by all
class of households but more so by the cultivagsgecially the middle and small
peasants but also the large landowners. The péitgehture available on the agrarian
crisis also suggests that the class of householdshvhas been affected largely is the
middle and large landowners. For the marginal ang tand holding households,
agriculture is mostly subsistence with very littharketed. For the landless, engaging in
agriculture is mostly as agricultural labourers.eQpossible strategy adopted by the
cultivator households in the face of increasiogtof cultivation and falling agricultural
product prices is to cut back on hired labour. Birategy is not only employed by the
large farmers but also by middle farmers, for whiti@ cost of hired labour could be a
significant share in the total cost of cultivati@n the other hand, some of these families
would also tend to substitute these with aggrefsieeploying the family labour in
cultivation to step up production from agricultyper se. the large farmers on the other
hand would also take recourse to mechanisationhdiso appears to be gaining ground
in most states. The tendency to cut back on habedur would also imply a decline in
demand for wage labour particularly in agriculturlis would then also imply a pressure
to hold up any increase in wage rates. This wohkhtbe consistent with the trend
emerging from 6% round, that is, wage labour declines and self-egipknt increases
particularly for females and elderly. This is alsmompanied by a deceleration in wage
rate growth. Moreover, the need to supplement Hmldeincome by increasing labour
force participation from the household will alsartslate into more women and other
members from the household joining the labour foRistribution of persons of age 15
and above by household and MPCE fractile group estggsuch a process happening
during 1999-2005. The percentage of households wiitigle male earning member
decreases during this period and is accompanieddogase in households with multiple
members working. The situation during 1993-2000 reaerse of this trend.

For the landless and tiny cultivators, the optidnir@ulging in self-employment in
agricultural is limited. For them, it will eitherebacceptance to work at lower wages or
move into non-agriculture either as self-employed® wage employee. The movement
into non-agriculture would then show up as incrdasen-farm diversification, which is
also borne out by facts from the 2004-05 survey. &jain, the option to engage in non-
farm employment as regular and casual workersmgdd and dependent on non-farm
enterprises and activities willing to hire them.lakge set of these pushed out workers
from agriculture would then move into non-farm eayphent as self-employed workers.



But a large part of this non-farm diversificationomd be in petty jobs such as
construction, retail trade such as street vendimaf, is, informal sector employment. In
that case, it will also be accompanied by increpasinemployment since the move
towards non-farm is driven by distress. In facte trevious literature on non-farm
employment has shown non-farm diversification torreate very well with
unemployment rates during distress and such nan-Employment was considered a
sign of distress diversification. This also appdarde the case during 1999-2005 with
unemployment rates increasing compared to the quewperiod, and this is highest ever
seen in the last thirty years for the agricultdedour households who are the most
vulnerable. This increase will also be reflectedrentor the supplementary workforce
such as women, children and elderly who are mointm the labour force in search of
job. The evidence from the 8Iround (2004-05) suggests this to be happening and
unemployment rates are increasing for femalesylglded children in rural areas. On the
other hand, for males there is no such increaseerobd except in daily status
unemployment rates. In fact, except for daily ftat¢gtimates, unemployment rates for
males in rural areas do not show any increase. Plusgment rates for males by usual
status and weekly status actually declines betvi®89-00 and 2004-05. In other words,
the most recent period appears to be the classimge of feminisation of workforce
with females moving into self-employment in low-guztivity agriculture while the
males move to non-farm employment outside the hooomdary. A clear sign of distress
is also the fact that males ensure some employarehhence their unemployment rates
decline while females look for alternative incomedaemployment to supplement
household income.

The surveys also suggest that the increase in ptaulthember working households is
happening across all classes of households. THistiser supported by looking at some
indicators by size class of land owned for rur&aar The first set of indicators in this
regard is the work participation rate for males terdales by size class of land owned.

Table 8
Work Participation rate by size class of land owned

Land owned 1993-94 1999-00 2004-05

(in Hectares) Male Female| Total | Male | Female| Total | Male | Female| Total
Landless 53.3] 32.1 429 5009 28.0 399 56.2 22;3 540
0.01t0 0.40 53.8 31.2 42,y 517 28.1 40.0 58B.2 525/ 39.5
0.41t01.00 56.2 34.2 45.6 54/0 30.7 42.7 5p.5 933 45.0
1.01 to 2.00 56.2] 32.7 45.0 557 32.2 44.3 5[7.1 0 35/ 46.3
2.01to 4.00 57.5 345 46.6 556 32.8 446 5p.5 4 36{ 47.0
4.00 and above57.6 | 35.7 47.2) 555 321 442 57|5 36.3 47.3

Source: Computed from unit record data of NSSO



According to distribution of WPR by size class ahdl owned, male WPR as well as
female WPR was coming down in all size class ofsebtwolds during 1993-2000. This
trend is reversed for all size class of males @duti®99-2005, but inversely related to size
class of land owned. For females, however, thedtcemtinues for the land less as well as
tiny land holding class but is reversed for mo@t.41 hectare (1 acre) class with faster
increase for the higher land size class. Quiteststdndably, there is very little to add
from the family reserve labour force when the lam owned is less than 1 acre. While
for the higher land size class, women can comftytiaé moved into agricultural work on
self-farms while the men move into non-farm empleyn The second set of indicators
is the distribution of the workers by industriafilgtion.

Table 9
Percentage of workers employed in agriculture

Land owned 1993-94 1999-00 2004-05

(in Hectares) Male Female| Male | Female| Male | Female
Landless 55.1) 755 50.5 74.2 37,6 62.8
0.01to 0.40 59.90 77.3 60.2 79.2 535 75.C
0.41 to 1.00 80.6/ 90.3 80.0 91.1 76.1 89.9
1.01 to 2.00 86.7] 93.8 86.2 93.7 83.7 93.3
2.01 to 4.00 89.8 95.9 88.2 96.2 86.7 95.C
4.00 and above90.8 | 96.4 89.8| 96.6 87.2 95.7

Source: Computed from unit record data of NSSO

The percentage of workers in agriculture declinetiveen 1993-94 and 1999-00 for the
landless households as well as households with etding above 1 hectare. For the
households with tiny and marginal holdings thers @&etually an increase in percentage
of workers in agricultural employment. The periatieen 1999-00 and 2004-05 saw the
same trend continue for the 1 hectare and abovkdaming households with slow shift
towards non-farm employment. But the decline iniadtural employment for the
landless in this period was much faster than tleipus period. At the same time, the
tiny and marginal land owning class (less than dtdre) which did not withness any non-
farm diversification in the previous period alsavssignificant non-farm diversification
during this period. These land owning classes wihizimprise almost 50% of the total
households were the ones which saw a mass exotlo$ agriculture because agriculture
was no more a viable source of livelihood. Finathge last set of indicators by size of
land owned is the distribution of workers by stadfiemployment.



Table 10
Percentage of workers self-employed

Land owned 1993-94 1999-00 2004-05

(in Hectares) Male Female| Male | Female| Male | Female
Landless 22.9] 194 24.3 22.8 27,1 35.3
0.01 to 0.40 33.8 38.8 34.6 40.3 38.3 45.2
0.41 to 1.00 65.9 65.7 67.1 65.2 70.6 73.2
1.01to0 2.00 81.1 79.8 815 79.7 82.7 84.6
2.01 to 4.00 88.7/ 89.9 88.6 89.9 89.5 91.9
4.00 and above92.3 | 95.6 92.1] 96.2 90.7 96.1

Source: Computed from unit record data of NSSO

Here again movement into self-employment has bessadyg and gradual for males during
1993-94 to 2004-05 with no major change betweertvloeperiods. But for females, the
move into self-employment has increased considgrdbting the later period. This is
particularly true for the land owning class lesantti.00 hectares. For the highest land
owning class self-employment has tended to dechite a minor increase in regular
employment and that trend is consistent betweetwbeeriods.

Rural Non-farm employment

As has been shown earlier, bulk of the declinegimcaltural employment and increase in
non-farm employment is due to the exit of the woske households owning less than 1
hectare of land. Prima facie, this again appearbetiadriven by distress since these
households have very little access to capital edicto engage in productive non-farm
enterprises. A break-up of the non-farm employmianprincipal status by two digit
industry classifications shows that, of the entierease in non-farm employment in rural
areas of 16 million by principal status, nearly 5(8million) was in the form of self-
employment, 5 million as casual employment and memg 3 million as regular
employment. Major part of the increase is accoufdedy manufacturing (3.5 million),
trade and hotels (4 million), transport and comroations (1.8 million) and construction
(5 million). As far as casual employment increakB million is concerned, this is almost
entirely due to the 5 million increases in casumplyment in construction after netting
out changes in other industry groups. Casual empdoy in other services declined by
almost 0.89 million but was compensated by an edent increase in manufacturing
(0.65 million) and mining (0.24 million). Within ming it is clearly the stone quarrying
and other small mining activities. Within manufaatg again, a large part was increase
in industry code 26 (manufacture of other non-ntietptoducts, mainly brick kiln).

Of the three million increase in regular employmérade and hotels accounted for 0.96
million, manufacturing 0.67 million, transport am®mmunications 0.53 million and



personal services accounted for 0.5 million. Witiianufacturing, almost a third of the
increase in regular employment was contributed foustry code 16 (manufacture of
tobacco products). Almost two third of the increas&rade and hotels was accounted for
by retail trade and repair group (industry code. S&milarly, in the transport and
communications sub-group, almost 90% of the in&easregular employment was in
industry code 60 (Land transport), most probablydasers, conductors and so on.
Finally, within personal services group, more ti®8% of the increase is attributable to
three industry groups, education (code 80), heaith social work (code 85) and private
households with employed persons (95). This isiteetipe fact that public administration
and defence shed almost a million jobs during #mesperiod.

However, the largest increase among rural non-Eamployment is due to the increase in
self-employed. Of the entire increase in self-empptbnon-farm employees, almost 60%
is accounted for by three industry groups; namelgnufacture of wearing apparel (1.5
million), retail trade (2.2 million) and land trgat (1 million). Another 25% is
accounted by activity codes 20, 36, 51, 55, 64a8@ 85. Activity codes 64 is the post
and communications industry groups, where the ldlkncrease in self-employed has
been in the form of STD/PCO booths. 51 is mainteaand repair of motor vehicles and
55 is hotels and restaurants. These industry ctafpsher account for 85% of all the
increase in self-employed in non-farm in rural area

Further break-up of the non-farm sector workers atenfirms greater informalisation of
workforce during 1999-2005. Table below presents plercentage of informal sector
workers among total workers in non-farm sector tayus of employment. Table below
presents the percentage share of informal sectdtemoby disaggregated industry type
for rural areas. The striking point from this tab¢ethe fact that informalisation of
workforce is happening for all status of employménit at a greater pace for males than
females. What is also obvious is that the so-caledftemployed in non-farm sector is
almost entirely informal sector employment and tras increased from 91 % in 1999-00
to 95.4% in 2004-05. Almost 97% of all female wokkeself-employed in non-farm
sector are in informal sector.



Table 11
Usual status non-farm workers in informal sectarural areas
1999-00 2004-05
Male | Female| Persong Male | Female| Persons
Percentage of total usual status non-farm workers
Self-employed 90.7 | 92.1 91.1 95.0 96.6 95.4

Regular 33.6| 28.4 32.8 440 25.8 40.5
Casual 69.8| 63.7 68.7 805 73.8 79.4
Total 69.5| 75.0 70.7 78.1 77.1 77.9

Absolute number of informal non-farm sector workg@nsmillions)
Self-employed 23.6 | 8.8 324 32.7 12.0 44.6

Regular 51 | 0.7 5.8 78| 1.1 8.8
Casual 11.0; 2.0 13.0 174 3.2 20.2
Total 39.5| 11.6 51.0 57.2 16.0 73.3

Moreover, the pace of informalisation of workforbas been very fast for regular
employment also, particularly for rural males, altgh it has declined for rural females.
It is also very clear that the net increase innmial sector workers has been larger than
the total increase in non-farm workers by eachvagtstatus, except for rural females in
regular employment. That is, the increase durin§91@5 is entirely in the informal
sector as far as non-farm employment is concerAethe same time, of the workers in
the non-farm sector in 1999-00, some have movedy dnan the formal sector to
informal sector during this period.

Table below also confirms that the pace of inforsaion has been greatest in those
industry groups which have seen the highest iner@asvorkforce between 1999-00 and
2004-05. By 2004-05, 94% of all workers in tradel aepair and hotels industry group
are informal sector workers. Other industry growpsich have seen high rate of
informalisation are manufacturing and community asuatial services. In almost all
industry groups, the rate of informalisation haerbéaster for males than for females.
The story by industry group also confirms the treedn in the distribution of rural non-
farm workers by formal and informal categorisatidlore than the net increase
employment in manufacturing, retail trade, hotélansport and communications is the
increase in informal sector workers in these ingugroups. That is, apart from the
incremental workforce entirely being absorbed iformal sector, even the existing
workers in 1999-00 in these sectors are moving awasn formal employment to
informal sector employment. Further evidence omumabf job contracts, availability of
paid leave and social security benefits also sugg#dsat the growth of non-farm
employment in rural areas is primarily an effectitress employment with employment
quality deteriorating in almost all categories afriers.



Table 12

Percentage of informal sector workers among ugaalsnon-farm workers (rural)

1999-00 2004-05

Male | Female| Persons Male | Female| Persons
Mining 65.6 | 73.2 67.2 719 7938 73.6
Manufacturing 78.7) 87.6 81.9 859 91.6 88.1
Electricity, Gas & Water Supply9.3 | 2.5 9.2 8.7 | 11.2 8.8
Construction 69.7| 51.9 67.7 80,0 71.8 79.1
Trade and Repair 89.0 89.6 89.1 93.7 95.7 93.9
Hotels and Restaurants 86|7 87.8 87.0 94.0 9313 9 93
Transport & Communications 717 514 715 83.0 67.182.6
Financial Intermediation 23.8 29.1 24.3 28.4 48.6 0.23
Real Estate and Business 79.3 67.5 75.0 86.9 78564 8
Education 18.7| 24.8 20.4 267 285 27.4
Health and Social Work 53.1 18.3 42.0 60.1 36.4 052
Community, Social & Personal 74.1 78.1 75.3 85.3.293| 87.0
Total 69.5| 75.0 70.7 78.1 77.1 77.9

Urban Employment

The story in urban India is also similar with muwhthe growth being accounted for by
self-employed for both males and females. Absatutaber of workers in urban areas by
industry and status of employment is given below.

Table 13
Number of workers by usual status (in millions)
Urban Male Urban Female
1993-94 [ 1999-00| 2004-0§ 1993-94 1999-00 2004{05
By Industry
agriculture 5.8 5.0 5.5 4.3 3.2 4.5
Mining 0.8 0.7 0.8 0.1 0.1 0.0
manufacturing 15.2 16.9 21.2 4.1 4.4 6.9
electricity, water 0.8 0.6 0.7 0.1 0.0 0.0
construction 4.5 6.6 8.3 0.7 0.9 0.9
trade, hotel 14.1 22.2 25.3 1.7 3.1 3.0
transport, storage 6.3 7.8 9.7 0.2 0.3 0.3
other services 17.0 15.8 18.8 6.0 6.2 8.8
total non-farm 58.7 70.6 84.9 13.0 15.( 20.p
By status of employment
Self-employed 26.9 31.3 40.5 7.9 8.2 11.7
Regular 27.1 314 36.7 4.9 6.1 8.8
Casual 10.5 12.7 13.2 4.4 3.9 4.1
Total 64.6 75.4 90.4 17.2 18.2 24.6




As is clear from the table, most of the increasebfith males and females is in the form

of self-employment. But again similar to the caseural areas, bulk of this employment

is in informal sector and the pace of informalisatseems to have increased between
1999-00 and 2004-05 for both males and femalesharuareas.

Table 14
Usual status non-farm workers in informal sectouripan areas
1999-00 2004-05
Male | Female| Persong Male | Female| Persons
Percentage of total usual status non-farm workers

Self-employed 95.1 92.8 94.7| 97.3 96.8 97.2
Regular 40.2 40.8 40.3| 46.5 27.8 42.9
Casual 74.0 72.1 73.7| 85.2 68.9 82.3
Total 67.5 68.7 67.7| 73.7 63.5 71.7

Absolute number of informal non-farm sector workg@nsmillions)
Self-employed 29.8 7.7 37.4| 39.4 11.4 50.8

Regular 12.6 2.5 151 17.1 2.4 19.5
Casual 9.4 2.8 12.2| 11.2 2.8 14.1
Total 51.8 12.9 64.7| 67.7 16.6 84.4
Table 15
Percentage of informal sector workers among ugaals non-farm workers (urban)
1999-00 2004-05
Male | Female| Persons Male | Female| Persons
Mining 26.6 40 27.8 24.7 43 25.7
Manufacturing 69.8 | 85.9 73.2 77.9 90.4 81
Electricity, Gas & Water Supply 6 4.1 5.9 9.4 1.1 8.8
Construction 75.3 63.6 73.9 87 88.7 87.2
Trade and Repair 89.2 | 84.4 88.6 95.2 92.2 94.9
Hotels and Restaurants 89.9 89.6 89.9 94.1 96.4 94.5
Transport & Communications | 65.7 | 41.9 64.7 73.8 48.3 72.8
Financial Intermediation 21.8 18.1 21.2 28.8 17.8 27
Real Estate and Business 79.7 73.5 79.1 77.6 64.3 76.1
Education 324 38.9 35.5 32.3 41.2 36.6
Health and Social Work 45.2 34.8 41.2 54.4 42.3 49.5
Community, Social & Personal 74.5 79.8 76.4 81.4 89.6 83.4
Total 67.4 68.5 67.6 73.7 63.5 71.7




Similar to what was seen in the case of rural warkpercentage of informal sector
workers have increased in urban areas also exceptegular female workers. Also,

percentage of informal sector workers in urbansredigher than in rural areas. 97% of
males and females in urban areas employed as raplbged are in informal sector.

Moreover, the growth of informal sector workers fmban males accounts for more than
the entire increase in urban male workforce. Thasimilar to their rural counterparts,

not only is the entire increase in urban workfdece informal sector; it also appears that
some formal sector workers in 1999-00 have now mawé informal sector. On the

other hand, for females, the increase in inforneite workers is mainly in the self-

employed category. Similar trend is observed bilog at the percentage of informal

sector workers by industry division.

That is, informalisation has increased for almdkiralustry groups except for mining
and real estate and business. Secondly, in traderegrair and hotels and restaurants
category which employs bulk of the urban workers%9of all workers are now in
informal sector compared to less than 90% in 1999fle pace of informalisation has
been very high for manufacturing, construction ¢mort and communications and
community social and personal services other then ttvo mentioned above. This
industry groups together account for more than 5%l urban non-farm workers.

Employment and Earnings from Other Sour ces

Employment in factory sector in rural areas is nawailable from Annual Survey of
Industries (ASI) for 2004-05. Since 1999-00, NSSf3 hlso attempted to include some
aspects of employment in its questionnaire. Thasestipns are available on type of
enterprise, number of workers in enterprise andthdrehe enterprise uses electricity or
not along with other questions on nature of jobti@ot and availability of paid leave and
social security. Using these tabulations from tI&SK, it is possible to do a cross-check
on ASI data which is also available by rural urtmeak-up. Some of the findings from
the ASI for 1999-00 and 2004-05 are reported below.

Table 16
ASI estimate of Factory Sector

1999-00[2004-05 | 1999-00| 2004-05 | Change (1999-0%)

Rural Urban Rural Urban
Factories 46043 53123 85516 83230 7080 -22B6
\Workers (in ‘000) 2350.0 2716.3 39306[18882956| 366.3 -47660Q
Total Persons Engaged (in ‘000 29995 341F.5 533833%036110| 418.0f -137223
Daily wage (in Rs) 100.4 117.4  135.9 155.0 17|12 189.
NVA/Worker (in Lakh) 2.5 4.0 2.5 3.9 1.5 1.42




ASI estimates are for factory sector which is defiras enterprises with more than 10
workers with electricity and more than 20 workeilitghvor without electricity. Using the
same criterion, the number of regular workers bySN& 1999-00 is 1.96 million and
2.35 million for 2004-05. The net increase in waskdy NSS is 393 thousand as
compared to 366.3 thousand in ASI. There is alsseclsimilarity between the wage
estimates reported by NSS for regular workers ad far both these years. In other
words, despite NVA/worker increasing substantially,real terms wages of regular
workers in these industries has declined. Thesedgyalso confirm the fact that, of the
0.7 million increases in regular employment in isigies of the ASI sector, almost half of
them are not in factory sector but are in enteegrief less than 10 employees or in
informal sector.

However, the picture in the urban sector is diffier@ith not only the total number of
factories declining but also the number of workdeslining between 1999-00 and 2004-
05. At the same time, the rate of growth of rurages is also higher than the rate of
growth of urban wages. However, this is not conéidrby the NSS estimates which
suggest that workers in factory sector using ASlinid@n increased by around 1.9
million during 1999-00 and 2004-05. On the othandhavages rate from NSS do confirm
that rural wages have grown faster than urban wages though both have seen sharp
deceleration.

ASI data also shows that the growth rate of wagedmost similar to what is seen from

the NSS, despite the fact that NVA per workers ihaseased substantially in both rural

and urban areas. Further disaggregation also sti@t/shis has also accompanied by an
increasing share of managerial compensations aofitspas ratio of net value added.

Profits as percentage of net value added increfieed 23% in 1981-82 to around 31-

32% for most of the 1990s, but jumped substanttalljnore than 56% by 2004-05.

Table 16
Nominal wages from ASI

Wages per work@vianagerial emolumen®ages per manday worKedages/NVAProfits/NVA
1981-82 19.73 39.05 26.06 0.47 0.23
1993-94 72.69 145.7¢ 86.03 0.372 0.32
1999-00 114.74 311.87 138.14 0.31 0.31
2004-0% 139.64 472.54 168.5¢4 0.25 0.56

This pattern of employment is also confirmed mordess by the recent estimates of
Economic census. According to these,



Table 17
Employment Characteristics from Economic Census

EC2005 EC1998
Rural | Urban| Total| Rural Urban Total
Number of enterprises 25.8 16.8 42(1 17.7 12.6 30.4
% share 61.3 38.7 100 58.38 4117 100
Employment 50.2 48.8 99.0 39.9 434 83.3
% share 50.7 49.3 100 47.9 52/1 100

That is, enterprises grew by 5.53% in rural aread 3a.71% in urban areas while

employment grew by 3.33% in rural areas and 1.68%rlban areas. By 2005, share of
rural areas in enterprises had also grown alonlg shiaire in total employment. Estimates
of organised employment from DGET on the other handgest that total organised
employment has continued to decline over the peti®89-2005. This is in fact very

similar to estimates obtained from the NSSO whighira suggest decline in formal sector
employment, at least in rural areas. Some basimatgts from the DGET data is

provided below.

Table 18
DGET estimates of Employment (in millions)
1999 2005
Public 19.36 18.00
Private 8.73 8.45
Larger establishments 7.79 7.49
smaller establishments 0.94 0.96
Agriculture 1.39 1.48
mining | 1.01 1.09
Manufacturing 6.74 5.62
electricity| 1.00 0.9
Construction 1.18 0.96
trade and hotels 0.49 0.56
transport and communications 3.1 2.84
real estate and business 1.6p 1.93
community social and persona 11.5 11.07
Total 28.09 26.46
Number of establishments
Public 169971| 172337
Private 114998 121430
Larger establishments 54122 55079
Smaller establishments60876 66351




While total organised employment has declined 88 Imillion during this period, the
decline in secondary and tertiary sectors has lggeater with total employment in
agriculture and mining increasing during the sameeiog. Employment in organised
sector has declined all industrial categories exfmprade and hotels and real estate and
business. The data also shows that the declinetisestricted to public sector alone but
also in private sector. This is despite the faat the smaller establishments in the private
sector have added some workers. Moreover, durirgg ame period, number of
establishments increased in public sector as vgefirevate sector, particularly the larger
establishments. That is, the decline in total ciggthemployment is not due to decline in
number of establishments but is mainly a resulexikting establishments shedding
workforce.

To summarise the employment trends in the 19909apdnd:

The most recent period has been characterisedslgndicant increase in employment in
both rural areas as well as urban areas. While ofatis employment clearly has been
in informal sector and as self-employed with orgadi sector losing workforce, this is
also characterised by growth in low productivityusstries with very little growth of
wages. Thus, there is no doubt that most of tlugese has been as distress employment.
However, it is also clear from the previous analytsiat the growth in workforce has
primarily been led by rural non-farm sector whicks ot only outpaced the growth rate
of enterprises in urban areas but also employmBms has come despite wages not
growing faster than in the first decade of the mef® is obviously an indicator of the
worsening of the quality of employment in the mestent period. However, the growth
of employment has been entirely in the unorganethformal sector does raise the
obvious questions of limits to such employment diovas well as its effect on
productivity in this sector. Nevertheless, ther¢his obvious message to the votaries of
labour laws reform implicit in this. And that iseny clearly that employment growth is
not constrained by rising wages in the organisextoseor by rigid labour laws not
allowing hiring and firing of workers in the orgaed sector. That fact that the organised
sector has been able to reduce workforce by al@asillion during the same period
despite the number of enterprises growing sugdleatshe problem lies elsewhere.

Nonetheless, this period also shows that even thapglity of employment has not

improved, poverty has declined in both rural andaor areas, although faster in rural
areas. Then, the only way of reconciling such @httory trends on wages and poverty,
both from the same EUS data, is to concentratehenpborest workers and on the
regional picture. In the previous literature on @y, it is not wages in general but wages
of casual workers, particularly of agricultural ¢talers, that have been found to correlate



very well with poverty indice's Nonetheless, the results on poverty above sitaarddy
with the undoubted fact that an agrarian crisisqiving both large numbers of farmer
suicides and starvation deaths in different pafrtsoantry) unfolded itself particularly in
the period after 1997.

Why does poverty decline faster during 1999-20057?

The previous section outlined some of the developsevhich would have crucial
bearing on explaining poverty reduction. As farpaserty reduction is concerned, the
only consistent story based on mutually comparabteeys and recall periods is: (1) that
poverty reduced during 1993-2005, but the annual o& decline was lower than in the
previous decade of 1983-1994 and (2) that it wae Ew compared to annual decline
between 1999-2005, implying that bulk of the dezlletween 1993-2005 happened in
the last five years of the period concerned, wignyMittle poverty reduction achieved
between 1993-2000. Moreover, the picture emergnmognfEUS surveys of poverty
reduction during 1999-2005, also shows that moghefpoverty reduction at national
level is driven by sharp poverty reduction in thates which had more than national
average poverty till 1999-80 The obvious question is what caused this highepigv
reduction during 1999-2005 and whether this is m@aljust a statistical artifact. This
becomes even more complex if juxtaposed to evidenwerging from other indicators of
well-being, such as nutrition status. That is,a¥grty did reduce much faster during 1999-
2005 when agricultural output and wages were grgwiawer, why did many of these non-
income indicators not improve even more in theqeei999-2005 compared to 1993-20007?

One possible answer to this puzzle is actually ldsas studies on determinants of
poverty. This concerns the relative price of food @ereals in particular. The impact of
relative price as a variable has figured promirnentithe initial debate on rural poverty in
India, both independently of agricultural produstiand in relative significance with’it

! The correlation between agricultural wages ancepgnindices at state level is around 0.9 fof 480"

and 5% round. (Deaton and Dreze, 2002).

% These states are Assam, Bihar, West Bengal, Malrg@esh and Orissa in descending order of annual
percentage point poverty reduction during 1999-200ese five states together accounted for a btk

50% of all poor in rural India.

3 saith (1981) demonstrated that while rural poverty fluctuations in agricultural production were
inversely related, fluctuations in consumer priGggravated rural poverty. Dharam Narain in his
unfinished work also argued that poverty was relatgth higher food prices. This specification was
challenged because his use of nominal food pricesara explanatory variable was refuted by most
economists who said that what really matters atative prices, and if absolute prices need to be
incorporated this should be done by consideringale of inflation rather than price level. As S&985)
argues, prices contributed to rural poverty becaurgms received failed to catch up with pricesdpas
consumers of food. In other words it is relativices of food which is usually linked to rural potyer
Srinivasan (1985) demonstrated that the numberoof 5 a function of agricultural output and cutren
prices of agricultural commodities. Gaiha (1989jndestrated that while rural poverty and agricultura
production were inversely related, the effect ai@gdtural production in some cases were weak ceah



This was again reiterated by Sen (1996) while émiplg poverty reduction in the 1980s,
particularly between 1983 and 1987-88, the laterghe drought yeér

Table below gives the growth rates in consumetreprior food and non-food for rural and
urban areas respectiveliThe last two columns of the table give the rafigrowth rates of
food group and the non-food group. Between 1993e6941999-00, food prices were
increasing faster than the non-food prices in raraas for all India by 8% and this was the
case for all states except Bihar, Tamilnadu, Keaald Punjab. After 1999-00, the rate of
growth of food prices was only 31% of the growtteraf non-food prices. While this was
true for all states in rural areas, what is impuria the fact that this ratio was lowest in
Assam, Bihar, Karnataka and Madhya Pradesh, amtigooes actually declined in Orissa.
These states are also where bulk of the rural jgdocated and it is important to note that
these are precisely the States that show the stagakiction in poverty during 1999-2005.
In fact, the fall in relative price of food is alsesponsible for some of these states showing
higher real wage rate growth during 1999-2005. Filois) one possible story emerges: that
the high food price increase between 1993-94 a®9-09 nullified much of the poverty
reduction that could be expected from the improvemen wages and agricultural
productivity that did occur during the period; atiét, conversely, because food prices
growth decelerated sharply between 1999-00 and -@B04here was rapid poverty
reduction despite lower growth of wage rates amat@agural output.

The effect of price fluctuation on the other handswconsistently strong and often decisive. More
specifically unanticipated inflation in an indexafnsumer prices aggravated rural poverty.

* Sen argues that despite the weakening of thavlitikagriculture, rural areas were the beneficiadgboth
increased agricultural prices as well as cheaet fmices. The price of agricultural goods in tB80s were
rising faster than the general price level, rewgrgine earlier trend of movement of terms of tragiginst
agriculture. But the fact that this increase iri@gtural prices did not have unbearable inflatigrienplications
was partly because of the weakening of the linkvbeh agriculture and non-agriculture and partlyabee of
the intervention of the State through the publgtriiution system. As a result, even though agdricail prices
as a whole increased faster than the generallpriets, cereals prices increased slower so thastpossible
for real wages to rise without increasing produagies correspondingly (Sen, 1996; Sen and GhosB).199
Coupled with increased income from increased algui@l prices, it also meant that the farming comityu
remained insulated from the instability of agriawét production even during years of monsoon failur

® All India commodity weights have been used tovarat non-food growth figures. Use of state level
commodity weights will not change these resultsiicantly.



CAGR of consumer prices by groups

Table 19

1993-94 to 1999-00 1999-00 to 2004-05 FGR/NFGR
CPIAL Food |Non-food Total Food | Non-food Total | 93-99| 99-04
Andhra Pradesh 8.80 7.21 8.34 1.98 3.37 2,30 1122.57 (
Assam 8.10 7.57 7.98 0.40 4.14 1.26 1.07 0,10
Bihar 7.39 7.70 7.47 0.71 4.00 1.54 0.96 0.18
Gujarat 8.25 6.87 7.92 1.61 5.14 2.46 1.20 0.31
Jammu & Kashmijr 9.10 7.24 8.66 0.54 4.59 1.51 1.26 0.12
Karnataka 9.58 6.84 8.85 0.26 4.79 1.47 1.40 0/05
Kerala 6.64 10.59 7.66 3.16 -0.16 2.27 0.63 -20.52
Madhya Pradesh 8.50 7.32 8.2% 0.36 3.74 1/08 1.16.10 0
Maharashtra 9.52 6.76 8.87 2.13 5.40 2.88 1141 0.39
Orissa 9.13 7.93 8.85 -0.87 3.71 0.25 1.15 -0124
Punjab 7.11 7.86 7.29 2.40 3.19 2.60 0.91 0,75
Rajasthan 7.78 6.62 7.50 1.26 5.11 2.23 118 0.25
Tamil Nadu 7.57 9.92 8.24 2.20 4.29 2.84 0.76 0.51
Uttar Pradesh 7.96 5.96 7.51 1.42 5.22 2.28 1133 27 Q
West Bengal 7.99 7.30 7.80 0.81 4.64 1.87 1.09 017
All India 8.15 7.57 8.01 1.30 4.22 2.08 1.08 0.31
CPIIW
Andhra Pradesh 8.48 8.32 8.64 2.64 7.27 3149 1,02.36 (
Assam 8.59 8.34 8.37 1.00 4.28 1.95 1.03 0.23
Bihar 7.96 7.28 8.06 2.08 10.38 4.06 1.09 0.20
Gujarat 8.18 8.41 8.45 2.12 5.48 2.7 0.97 0.39
Haryana 7.98 9.62 8.46 2.60 7.18 3.713 0.83 0/36
Jammu & Kashmjr 9.28 10.58 9.72 5.19 7.83 5.68 0.88 0.66
Karnataka 9.11 8.18 9.12 2.2Q 7.76 3.22 1.11 0{28
Kerala 8.98 9.37 9.25 2.63 6.22 3.22 0.96 0.42
Madhya Pradesh 7.08 6.83 7.21 3.01 6.31 3/62 1.04.48 0
Maharashtra 8.33 9.74 8.60 2.89 8.34 4.29 0,85 0.35
Orissa 7.58 7.99 8.00 2.22 5.49 2.66 0.95 0.40
Punjab 7.16 7.86 7.35 2.29 6.41 3.24 0.91 0.36
Rajasthan 8.80 8.30 8.76 1.9¢ 5.06 2.62 1,06 0.39
Tamil Nadu 8.20 8.44 8.41 1.81 7.4% 2.97 0.97 0.24
Uttar Pradesh 8.16 7.66 8.26 2.48 5.68 3.p2 1/07 44 Q
\West Bengal 9.35 9.24 9.44 1.27 3.76 1.73 1.01 0134
All India 8.22 8.47 8.41 2.53 6.88 3.438 0.97 0.37

This story can be buttressed by some aspects aethenal pattern of poverty reduction
found above and relating this to patterns in empieyt growth which did improve
sharply between 1999-00 and 2004-05. For exampgidouggh most non-poverty



indicators do not indicate any marked improvementhis period compared to 1993-
2000, it does appear that the few success store® wlso in states which have
traditionally had higher than national average pgveiith states like Bihar (including
Jharkhand), Assam, Orissa, Chhatisgarh and Wegja@B@ot only doing better on wage
rate growth but also on various other indicatoifseil performance on total SDP growth
and agricultural SDP growth is also better in thexiod compared to the previous
perio. On employment, Orissa shows the highest non-tiiuersification followed by
Haryana, Bihar and Madhya Pradesh. On unemploymeércth is generally increasing,
West Bengal shows absolute decline followed by @@ijand Assam. Bihar shows
unemployment rising by only 1.4% during 1999-05 paned to 5.1% during 1993-00.
Since most of these states are also states withehighan national poverty, an
improvement in these states also drives down natipoverty at a faster rate. These
regional patterns could have reinforced the efdétbwer relative food price.

The third important factor which emerges from thalgsis of employment trends is the
fact that this period of faster poverty reductisraiso characterised by a very high growth
rate of employment. Although, most of this growth @mployment is in the form of
informal and unorganised sector employment, thitumn did imply that the number of
workers per household increased during the samedoefhe increase in number of
workers per household did have the impact that #vengh wages were growing slower,
the total earning capacity of households increaiethg the same period, and therefore
total earnings of the households. Table below githes average household size and
average number of workers by deciles of consumgigrenditure.

Table 20
Household Size and Workers by Income Deciles
1999-00 2004-05
Rural Urban Rural Urban
Deciles of MPCE| HHS| WKR HHS WKR HHS WKR HH$ WKR
Lowest 10% 5.95 2.37 6.09 2.00 5.7 2.89 591 2,13
Next 10% 5.79 2.32 5.63 1.95 5.82 2.38 5.67 2/10
Next 10% 5.49 2.28 5.32 1.83 5.56 2.39 5.p6 1|98
Next 10% 5.33 2.25 5.04 1.74 5.34 2.36 4.97 1/90
Next 10% 5.19 2.25 4.72 1.68 5.16 2.32 4.2 1|79
Next 10% 5.02 2.22 4.34 1.60 4.88 2.26 443 173
Next 10% 4.78 2.19 3.99 1.50 4.683 2.22 4.08 1|65
Next 10% 4.55 2.12 3.61 1.40 4.40 2.17 3.6 1|52
Next 10% 4.20 1.97 3.37 1.38 4.11 211 3.50 1147
Highest 10% 3.60 1.76 3.18 1.39 3.59 1.90 3/03 1.44
Total 4.99 2.18 4.53 1.65 4.82 2.23 4.34 1.[73

® Among the states where per capita SDP growth asere during 1999-05 compared to 1993-2000, the
highest increase was observed in the case of Adiéar,, Chhatisgarh and Orissa.



However, the rate of poverty reduction has beemhdrign rural areas than urban areas
through-out the reform period. While this may swgjgerbanization of poverty largely
driven by migration, the real picture is also ttte growth of employment in non-farm
sector has largely been in the rural areas wititively faster growth of wage rates than the
urban areas. This is not only confirmed by the NI®8,also by the ASI and Economic
census estimates. A possible reason may be the tmavban peripheries and rural areas by
some of the non-farm enterprises. But again thistpo the important lesson of post-reform
experience in poverty reduction and that is theoitgmce of employment generation in
poverty reduction. The initial years of reform moily saw wages growing at a respectable
rate of around 3% per annum, it also was witnesa telatively high rate of growth of
agriculture output at around 3% per annum. Whiéeekperience in the most recent period
is opposite on both counts, it did see a signifigdarge poverty reduction. The essential
difference between these two periods was the fiattvwhile employment grew at less than
1% per annum for most part of the 1990s, it waS%.8uring the most recent period. The
relatively low rate of growth of food prices alselfed, but it in no way underscores the
importance of employment generation for povertyiotidn.

However, although plausible, explanations suchhasabove cannot be totally convincing
about large rural poverty reduction in a perioduntioubted agrarian distress unless the
necessary links are further elucidated. Till treargh explanations must remain tentative and
it is also not possible to reject an alternativierppretation: that the rural poverty decline
estimated above for 1999-2005 is simply a statistartifact driven by artificially low
increases in the poverty lines because of low fmacks. This interpretation is likely from
those who have consistently argued against themumethod of poverty calculations and
their argument is likely to get strengthened ifisdgkely, the nutritional intake data yet to be
released from the &1lround turns out to show lower real food expenditand lower
nutrient intake during 1999-2005 despite the skalrin real food price.
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