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Editorial
We are pleased to present the current issue of Aarthika Charche during a period with various types of implications of
Covid 19. Our focus has been to highlight pertinent issues that are relevant from national and sub-national levels with a
thrust on policy and governance perspectives. These issues are analysed in-depth and are spread across different sectors,
such as, performance and challenges of NBFC microfinance institutions under Covid-19 by Professor Debashis Acharya
and Mr Sadharma; need and rationale for gender budgeting in higher education by Professor Mona Khare; leveraging nonfarm income with special reference to occupational choice of rural households by Ms Swayambu Mukherjee and Professor
Saibal Kar and financial inclusion of elderly persons through SHGs by Professor Siva Raju. These studies cover some of the
significant albeit relatively less explored areas. Our journal also encourages Karnataka specific studies and in this issue
we have two articles; economic valuation of ecosystem services and its uses for natural capital accounting in Karnataka
by Dr M. Subramanian; and importance of conditionalities of municipal financing and accountability in India’s urban local
bodies with special reference to Bruhat Bengaluru Mahanagara Palike in Karnataka by Ms Shankari Murali and S. Manasi.
These research papers are backed by rigorous empirical research methods on nationally representative survey data, small
sample survey data, administrative data and case study analysis. All the papers offer evidence-based policy implications for
consideration of national, state and local level policy makers in India and Karnataka State.
This issue has a book review of Martin Jones’ “Cities and Regional in Crises: The Political Economy of Sub-National
Economic Development”, published by Edward Elgar Publishing (UK). The book presents new analytical frameworks and
use of the historical details and multi-casual and inter-disciplinary research boundaries to offer an in-perspective political
economy analysis encompassing economy, society and space and interface between economic and political geography in
cities and regions. Since Aarthika Charche has started receiving books from international academic publishers, it indicates
the wider reach of the reputation of this journal.
We hope that this edition, like the previous ones, shall be of reference value and knowledge source for students, teachers,
researchers, practitioners and policy makers who deal with current multi-dimensional economic development and governance
issues of Indian and Karnataka economy.
I personally thank all the distinguished contributors to this edition.
I am grateful to Sri. I. S. N. Prasad, Additional Chief Secretary (Finance Department), Government of Karnataka and
Chairperson, Governing Council, Fiscal Policy Institute, for his support, guidance, and encouragement for all initiatives and
endeavours for improvement of this Journal.
Sujit Kumar Chowdhury
Director, FPI
Notwithstanding the Covid-19 and lockdown, this issue of our Journal has been published in time due to (a) remarkable
help and cooperation received from the researchers from all over India by way of their contributions, (b) quick completion
of reviews by external referees, and (c) timely works by the printer and copy-editor. Edward Elgar Publishing (UK) has
continued to send their scholarly books for review in our Journal. We are grateful and thankful to all persons above for allround professional development of our Journal.
M.R. Narayana
Editor-in-Chief
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Non-Banking Financial Company-Microfinance
Institutions Sector in India: Current Policy Issues and
Challenges
Debashis Acharya1 and Erra Kamal Sai Sadharma2
Abstract
More than three months after registering its first Corona virus case, India, in the month of May 2020,
is yet to fully come to grips with the pandemic. As a result of the successive countrywide lockdowns, the
economy, and most particularly the informal sector has taken a severe beating. With petty shops and
micro finance clients experiencing their businesses stagnated, their loan instalments due to Non-Banking
Financial Company - Microfinance Institutions (NBFC-MFIs) run the danger of defaults. The stress that
NBFC-MFIs face on their collections is likely to be reflected in their repayments on loans from banks.
The measures announced by the Reserve Bank of India and the Government of India with respect to
moratoriums on loans to NBFC-MFIs and offering partial sovereign guarantee on NBFC-MFI loans
could be expected to provide relief to the strained MFI sector. Additionally, harnessing the digital finance
platform and reviving the demand in rural economy could prove fruitful to expedite recovery in the sector.
1.Introduction

in developing countries such as India.

Owing to the current COVID-19 pandemic
crisis and lockdown since 24th March 2020,
there has been an unprecedented disruption in
human life over the past several months. With
survival proving to be the primal instinct, all other
segments of life have taken a backseat. To say that
economic activity of all major economies across
the world has received a big setback would only
be an understatement. Inter-state and international
trade have suffered greatly due to sealing of
borders and prolonged lockdowns being imposed.
Stock markets have tumbled the world over, and
even the richest billionaires have lost shares in
excess of 10% of their total wealth. Against this
scenario, one is left to wonder how the people at
the bottom of the pyramid may be leading their
lives in the face of the current adversity, especially

Small businesses across the country are
suffering owing to the restrictions that have been
imposed by the Central and State governments.
Notwithstanding the financial stimulus packages
announced by the Finance Minister (FM), these
micro-entities that thrive largely on day-today business, which serve as means to meet the
proprietors’ daily needs have not been able to
garner sufficient revenues. In this light, it might be
relevant to investigate the role of the microfinance
sector in general and microcredit sector3 in
particular within the Indian context (which largely
funds the small-scale businesses in the rural and
semi-urban hotspots), during the run-up to the
present crisis, during the crisis, as well as what
could be the way ahead for the sector.

Professor, School of Economics, Central University of Hyderabad, Hyderabad-500046.
Address for Correspondence: Professor of Economics, School of Economics, University of Hyderabad, Hyderabad-500046, Telangana.
e-Mail:debashisacharya@uohyd.ac.in
2
UGC Senior Research Fellow, School of Economics, University of Hyderabad, Hyderabad-500046. e-Mail: kamal2sai@gmail.com
All opinions in this article are of the authors and usual disclaimer applies.
3
Microfinance and microcredit are interchangeably used throughout this article, though microcredit is the focus
1
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2. The Global Scenario
The microfinance segment has been affected
globally as evident in a few discussions though
not supported by any published data at this point
of time. Ogden (2020) discusses the “existential
crisis faced by microfinance globally”. Even the
United States has a kind of micro finance sector
where small businesses such as hair salons, food
trucks, in-home day-cares, and cleaning services
mostly owned and run by the coloured, women,
and immigrants are financed by the Community
Development Financial Institutions (CDFIs).
The CDFIs also finance microenterprises and
affordable housing amongst others. Ogden (2020)
points out the vulnerability of the business as
well as the CDFIs financing them and predicts
an impending crisis. Ogden (2020) also suggests
a twofold strategy to deal with this crisis. One is
the usual liquidity injection to CDFIs enabling
them to make new loans and flexibly reschedule
repayment schedules of their borrowers. The
other approach calls for an immediate relief to the
borrowers of microcredit from payments which
can only be possible by buying of these loans from
CDFIs and helping the CDFIs’ balance sheets.
These two measures are likely to save the lenders
and borrowers at least till the beginning of the
economy’s recovery.
The situation in other parts of the world
including Bangladesh, Ethiopia, and India is no
different. There is speculation and panic all over.
The solution probably lies in saving the micro
lender first to save the borrower in the last mile.
Rutherford (2020) takes one to the Hrishipara
Diarists project and the gloomy picture of
declining business of his 60 diarist households
in Bangladesh. To quote the author, “From
August 2017 to March 2020, the average amount
of money that passed through their combined

hands each month (both inflows and outflows of
all kinds) was 5.49 million Bangladeshi taka, or
about $65,000 at market exchange rates. In April
2020, the first full month of the corona lockdown,
it fell to 1.62 million taka ($19,000). If money
makes the world go round, the world has slowed
down dramatically for our diarists”. The April
2020 updates of this project indicate collapsing
income earned, decline in expenditure less than
decline in income resulting in net cash outflow
in April 2020. The updates also indicated neither
fresh savings nor any loan repayments. Lashitew
(2020) highlights the typical problem faced by
micro entrepreneurs during the current Covid-19
crisis as well as their vulnerability in general in
crisis times. Being unregistered and unorganized,
these entrepreneurs are not entitled for any
government support either in compensation or
taxes. Hailing from disadvantaged sections of the
society including religious and ethnic minorities,
this segment of the population is in crisis without
any attention paid to them.
Grace and Rhyne (2020) in their blog in
Financial Access Initiative draw attention to
the tricky trade-off between solvency risk and
forgiving loans, faced by the microfinance
institutions. The authors call for regulatory
support in these extraordinary times for the
microfinance institutions and other similar
institutions engaged in lending to small business,
low income households to pass on the benefit
in terms of forgiving or delayed repayments.
Further, Rhyne (2020) emphasizes on the two
major outcomes of income stoppages caused by
the ongoing crisis i.e., a double depletion scenario.
This refers to depletion of reserves and savings as
part of the spectrum of financial services in the
micro segment.
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and lack of movement due to lockdown. The
borrowers on the other hand are likely to see sharp
The concerns on credit squeeze for the
fall in their income, inability to meet their fixed
small business in general and the Microfinance
repayment schedules, and the possibility of not
Institutions (MFIs) have been raised by different
getting fresh credit post reopening of the economic
stakeholders in the post lockdown period. The
activities. Before analyzing the data available for
reasons widely cited are difficulty in repayment
MFIs, let us look at the trends in latest credit data
collections especially for Non-banking Financial
by sectors released by the Reserve Bank of India
Company (NBFC) MFIs due to social distancing
(RBI).
Table 1: Sector wise Credit Flow, April 2019 to March 2020
(in Rs. Billion)
Sectors

Mar’19

Apr'19

May'19

Jun'19

Jul'19

Aug'19

Sep'19

Oct'19

Nov'19

Dec'19

Jan'20

Feb'20

Mar'20

Agri. & Allied

11113

11080

11079

11258

11090

11130

11278

11347

11340

11391

11534

11560

11691

Industry

28858

28352

28140

28120

27984

27652

27749

27868

27722

27944

28175

27928

29270

Micro
and Small
Enterprise
(MSE)
(Priority)

10672

10660

10623

10628

10475

10484

10566

10534

10574

10620

11006

10952

11625

Infrastructure

10559

10647

10419

10265

10347

10048

10038

10198

10252

10294

10369

10187

10651

Services

24156

23150

22879

22847

23129

23502

23619

23524

23630

23706

24320

24339

26210

NBFCs

6412

6234

6235

6351

6367

6804

7135

7133

7309

7286

7372

7037

8191

Personal
Loans

22207

22228

22414

22538

22755

23039

23558

23897

24047

24333

24973

25321

25686

Housing
(Including
Priority)

11601

11686

11769

11870

11998

12148

12532

12687

12747

12896

13165

13290

13498

Other
Personal
Loans

6068

6150

6235

6256

6369

6472

6568

6685

6758

6823

7037

7173

7283

Gross Bank
Credit

86749

85241

85167

85476

85615

85945

86802

87331

87649

88222

89788

89801

93373

Source: Database on Indian Economy, Reserve Bank of India- various issues.
It is evident from the above table that in FY
2019-20, the growth of gross bank credit was
7.6%. The growth in FY 2018-19 on the contrary
was 12.21%. As regards the NBFCs, the credit
growth declined in FY 19-20 by 2 percentage
points from 29% in FY 18-19 to 27.7% in FY 1920. Since the data on NBFCs also includes NBFC
MFIs, there could be decline in credit flows to
NBFC MFIs as well in FY 19-20. Even otherwise,
NBFCs were in distress owing to a host of factors;
for example due to the difficulties faced by a few of
them like ILFS, DHFL, Indiabulls etc. The credit
to NBFCs has been very volatile with a coefficient
of variation (CV) of 17.41% for the last financial

year i.e. FY 2019-20. The gross bank credit had
a CV of 2.71% for the same time period. Even
the microcredit sector credit classified as a part of
priority sector credit by the RBI saw a decline in
the FY 2018-19. This credit largely flows into the
Self Help Groups (SHGs).
The focus of this paper being the NBFC MFIS,
we present some trends in credit that flows into the
low income households, small businesses through
the NBFC MFIs.
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Figure-1: Micro-credit Industry overall Gross Loan Portfolio as on 30-Sep-2019

Source: Sadhan (2019)
There have occurred noticeable year-on-year
changes in the quarterly share of NBFC-MFIs
between Q2 2018-19 and Q2 2019-20. The most
significant of these are as follows. The share of
NBFC-MFIs in the gross loan portfolio (GLP)
grew by 17% over this period. During the same
period, other major players such as other NBFCs
and Small Financial Banks (SFBs) saw increases
in their portfolios in excess of 40 percent, while
banks more than doubled their portfolio. The
source of data on players in the microcredit sector
other than NBFC-MFIs is the Equifax website, and
have been quoted from MFIN (2019). The decline

in the GLP share of NBFC-MFIs is reflected in
the reduction in the growth of their combined loan
amount disbursed. Figure 2 shows some evidence
of slowdown in the growth rate of loans disbursed
by NBFC-MFIs (in Rs. crore) in the run-up to the
present crisis.
The growth rate of GLP of NBFC-MFIs, which
was in double digits in 2018, turned negative
in early 2019. The figures were not impressive
thereafter, possibly due to the risk-averse attitudes
of lenders to MFIs, viz., PSBs, and other NBFCs.

Figure-2: Loan Disbursement by NBFC-MFIs

Source: MFIN (2020)
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Figure-3: State-wise Gross loan Portfolio Outstanding in Q1 & Q2 FY 2019-20

Source: Sadhan (2019).
Figure 3 depicts the GLP outstanding of the
microfinance industry for the top 10 states for Q1
& Q2 of FY 2019-20. These 10 states account
for approximately 87% of the total GLP of the

industry. It can be observed from the figure that
there has not occurred any landslide change in the
composition of the microfinance sector during the
period immediately preceding the present crisis.

Figure-4: COVID-19 cases vs credit growth across Indian states

Source: MoHFW website & MFIN (2020)
Figure 4 suggests that in states where credit
growth has been high in the run-up to the present
crisis, the businesses run by petty proprietors have
not suffered much. For instance, in states such as
Chhattisgarh, Telangana, Andhra Pradesh, Goa,
Arunachal Pradesh, Haryana and Uttarakhand, the

growth rate of GLP of NBFC-MFIs has been in
excess of 100% on a year on year basis for Q3
FY 2019-20. The businesses in these states might
be expected to have experienced a cushioning
effect by means of the increased credit just before
the pandemic struck. Incidentally, the number of
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total confirmed COVID-19 cases till 12th May
2020 in these states is very low when compared
to the rest of the country. The low incidence of
the pandemic, in consonance with the increased
credit growth in these states could be expected to
have minimized the extent of financial losses of
small businesses in these states.
In contrast, states such as Maharashtra
(where cases till the 12th May 2020 have crossed
23,000), Tamil Nadu, Gujarat, Delhi, Uttar
Pradesh, Madhya Pradesh and West Bengal have
experienced high surge in the number of patients in
recent weeks. The fact that there was very modest
to low growth of credit in these states in Q3 of
FY 19-20 on a year on year basis could be seen
as an additional contributing factor to the adverse
effects that COVID-19 has had on the economies
of these states in 2020. Some of the other states
such as Jharkhand, Rajasthan, Himachal Pradesh,
the North-Eastern states and Karnataka have seen
a moderate growth of credit in their respective
economies, and registered cases that are more or
less on level with the national average.
Now, in a case where credit to small businesses
was already on the decline, the COVID-19
pandemic is likely to make the suffering severe
and worse for these petty-shops. It is more likely
that Public Sector Banks (PSBs) and NBFCs
begin to pause giving credit to NBFC-MFIs due to
the crisis related uncertainty and the disruption in
economic activity due to successive lockdowns.
In the first phase of the lockdown, the sector
expected clear directions from the government
and the RBI on lending to MFIs. The RBI in its
liquidity support measures responded to the crisis
by resorting to conventional policy measures in
its Monetary Policy Committee meeting advanced
by a week. The announcements of RBI on 27th
March 2020 sent a strong signal to deal with the
COVID led crisis. The concrete measures included
reduction in Cash Reserve Ratio (CRR), repo rate

and reverse repo rate. The reduction in repo rate
reduces the cost of lending for banks and that in
reverse repo rate is supposed discourage banks to
park excess money with RBI. The latter is a kind
of nudge for banks to increase lending. Among the
other measures of liquidity, one finds the Targeted
Long Term Repo Operations (TLTRO) of three
years tenor and increased marginal standing
facility (MSF) at 3% of Statutory Liquidity Ratio
(SLR). Finally, the announcement also included
providing moratorium on term loans and working
capital loans for three months. This measure,
however, lacked clarity and one is not sure if it is
going to benefit anybody.
However, in the face of uncertainty, it is
difficult to predict on the lending behaviour by
PSBs despite having enough liquidity. One needs
to wait and watch to what extent the moratorium
actually reaches the MFIs of all types and their
borrowers. The MFIs in India differ from each
other not only in size but also in their client profile,
businesses run by their borrowers, age of their
borrowers in terms of their completed loan cycles.
One possibility is further decline in lending to
NBFC-MFIs, and ultimately to small businesses
that thrive on daily income from small business.
The distressed MFIs, squeezed for funds, are left
with no option but to pressurize the people at the
bottom of the pyramid to repay their instalments,
rather than allow grace period. This will result in
greater suffering for the poor, who are already hit
by the crisis, economic uncertainty and disruption
in cash flow. Ultimately, upon so being pressurized,
these people may default owing to lack of cash
inflows. This causes MFIs to plunge into severe
financial distress.
So where does the escape route lie for this
vicious cycle? One plausible solution could be
provided by the RBI itself, by taking the initiative
of announcing clear moratorium guidelines on
loans given to NBFC-MFIs for a reasonable
period, with a firm direction to pass on the benefit
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to the lower rung of lenders and to the end-users.
This would result in a relaxation of tension for the
MFIs, especially the small and medium ones and
thereby for those at the bottom of the pyramid.
This situation may be allowed to benefit
all the players, with the government bearing the
financial burden, till the COVID-19 curve flattens
and ultimately subsides. Thereafter, businesses,
and the economy, will pick up and people will
start repaying. This will enable the MFIs to set
their finances back in order, and within a few
months, the system could be expected to be back
in place. The government expects a similar winwin scenario to emerge out of the twenty lakh
crore rupees financial package it announced as
part of its COVID-19 redressal measures.
4. Current Challenges & Suggested Policy
Responses
Even prior to the present COVID-19 crisis,
credit growth in the microfinance segment was
already on the decline, as has been noted in the
previous section. Concurrently, during FY 201920, the NBFC sector too experienced a crisis of
its own (for details, see Economic Times, 12th
Sep 2019). And adding woes to this scenario is the
nature of credit inflow to the NBFC-MFIs, which
by itself depends on a complex set of factors such
as the entity’s credibility, its rating and the lobby of
MFIs. PSBs, in general, are known to advance to the
sector up to the limit of the priority sector lending
requirement. Upon exhausting this limit, those
MFIs that are able to prove their creditworthiness
are generally the ones that are able to obtain funds
from banks. The other NBFCs also may provide
funds to satisfy the credit requirements of NBFCMFIs.
Advances to NBFCs from banks in general
have been volatile, as can be observed from
Table 1. Monthly data procured from Database
on Indian Economy reveals that NBFCs’ share
in total sectoral credit from banks has been quite

9

high (nearly 25 percent). The possible reason for
such a high share could be due to different direct
and indirect measures by the government and
the central bank to inject sufficient liquidity to
the sector. However, month-wise and year-wise
variations can be observed to be very high. From
the discussion in this section so far, one may infer
that there are a complex set of factors guiding the
decisions of lenders to NBFC-MFIs.
In view of the complexity of credit-flow
decisions to the NBFC-MFI sectors, a major set
of problems arise from the micro-borrowers. Why
it is so? This is depicted through the flow chart
in Figure 5. When contraction in credit comes
in as a shock, the business activities of the final
borrower shrink. The resulting loss of income may
lead either to partial or total shutdown of business
during the lockdown periods. Since the loans that
borrowers take are generally up to 10-12 months
with weekly or monthly repayment schedules,
they may not be able to repay them in the face
of loss of income and closure of business. In case
such a situation is allowed to prevail unchecked,
it will spiral into a full-blown crisis with largescale defaults on part of micro-borrowers, which
will then result in defaults by NBFC-MFIs (who
lent to these businesses) on their loan repayments
to banks. Hence, the financial crisis in the
microcredit sector can be seen to be happening
both on the supply and demand sides of credit
flow, mainly due to transportation restrictions,
social distancing and total lockdown. Since MFI
borrowers are losing their reserves on one side,
and on the other, NBFC-MFIs’ loan portfolios are
also getting affected, due to which they may not
be able to honour their repayment schedules, the
default on the borrowers’ front is likely to induce
defaults by NBFC-MFIs to repay the money to
PSBs and other NBFCs.

Non-Banking Financial Company-Microfinance Institutions (MFIs) Sector in India
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Figure 5: Impact of credit shock on MFI sector
Contraction in credit
to MFI sector

Borrower’s business
shrinks

Loss of income to the
borrower

Defaults by MFIs on
loan repayments due
to banks because of
loss of liquidity

Partial or total closure
of business during
lockdown

Source: Authors
The impact on the stakeholders in the sector
due to the crisis will be differential. The last mile
borrowers may suffer protruded loss of income
and/or closure of businesses, owing to drying up
of cash inflows. On the other hand, the MFIs are
also prone to face losses for a protracted period
of time, although these losses are likely to vary
depending on the financial strength and size of
the institutions. In fact, if either the regulator or
the government do not step in without delay to
rescue the sector, there is the danger that the small
and medium NBFC-MFIs will be wiped out of
business.
The medium and large MFIs, on their
part, could be expected to draw down
their reserves and continue lending to the
borrowers, while facing the risk of solvency, up
to the extent that they can maintain the trade-off.
Most large MFIs may be able to bear the burden
of forgiving repayments of their borrowers up to
3-4 months till their businesses kick start, and the
economy gets back on wheels as usual.
But, if the goal is to see that the entire sector
gets back to full health, it needs some support
from the regulator and the lenders. So far the
RBI has reduced the policy rates and has given

Decline in collection
of loans by MFIs

Default of loan
instalments owing to
loss of income

directions to banks to extend moratorium on loans
to the NBFCs and to the micro segment borrowers,
but there is lack of clarity on this front, especially
for small and medium NBFC-MFIs. There are
banks, such as Ratnakar Bank Limited (RBL) and
Yes Bank that have already offered moratoriums
to their entire micro banking segment (as reported
in the newspaper: Livemint, 08th May 2020). In a
scenario such as the present one, where the MFI
collections on loans have come to halt, the RBI’s
strategy of resorting to the Targeted Long Term
Repo Operation (TLTRO) 2.0 can be viewed as
a major unconventional policy measure to rescue
the sector, as well as to ensure normality in the
financial markets (as reported in the newspaper:
Livemint, 19th April 2020). This facility is
expected to induce a low-cost liquidity into cashstarved small and medium-size firms (inclusive
of NBFC-MFIs), whose operations have been
disrupted by COVID-19 (RBI, 2020). The question
however remains as to how many MFIs can really
avail of this TLTRO facility?
The authors of this paper interacted with a
few senior executives of banks and NBFCs to
elicit their views on these measures. Requesting
anonymity, all share a common concern that
such measures hardly prove effective and work
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on the ground especially for small and medium
MFIs. The only possibility is some trickle down
liquidity from the bigger MFIs to the medium
and smaller ones. The responses also revealed
differential impacts on different MFIs by virtue of
their client profile, nature of cash flows, degree of
fintech adoption in disbursements and collections.
MFIs comfortable with collection and payments
in digital mode may still survive for 4-5 months
since they are unlikely to face cash flow problems
in general and especially if their clients are in the
business of essential business. For instance, a
small Kirana store may not suffer since essentials
are sold here. But a farmer or an artisan suffers
due to social distancing and lockdown. For other
MFIs transacting largely in cash, there may be
shortage of cash leading to difficulties in fresh
disbursements. From the borrowers’ perspective,
it depends a lot on their financial literacy and
nature of business. Some borrowers being literate
may not wish to avail of moratorium since they
will have to pay interest in any case after the
moratorium ends. They may still continue to pay
back their instalments taking an informed decision
and hoping the crisis will end soon. The view
emerging from these discussions also pointed to
the policy lags, lags in announcements of threemonth moratorium and understanding them
with clarity by the borrowers. There has been a
significant time lapse for which the benefit is
simply lost. As mentioned by these interviewees,
smaller MFIs struggle for everything starting
from capital to technology to governance. But
they serve the bottom of the pyramid. Hence, one
may expect some consolidation in the sector if
the crisis persists for a longer time locking their
clients’ business. The credit plus activities are also
affected in the process. For instance, the micro
insurance providers are in dark on deaths since
claim intimations are absent since COVID-19
lockdown. This is an effect of the lockdown.
The usual channel is report to MFI when a death
occurs and the insurance claim settlement process
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of the deceased borrower begins. It is a difficult
situation for the insurance companies to assess
their liability at this juncture.
It has recently been reported that companies
that do not require credit are being offered it, while
smaller entities that are in need of cash, typically to
pay salaries of staff, and meet overheads are being
denied credit (as reported in newspaper: Livemint,
08th May 2020). Bankers are rather happy to park
their excess cash with the central bank at a lower
interest rate. Furthermore, although certain banks
have announced moratoriums to MFIs, especially
the small and medium ones, most others have
refrained so far owing to concerns about asset
quality of the borrowers.
At the time of communication of this article
to this journal, the government announced a
financial package to the tune of about Rs. 10 lakh
crores to help stimulate the economy in the midst
of the Corona crisis. The package that amounts
to 10 percent of the country’s GDP, provides for
certain unconventional policy responses to the
crisis, other than those discussed above. Foremost
among these measures announced is the three
trillion rupees collateral-free loans to MSMEs.
Besides, all banks and NBFCs are to be offered
credit guarantees on loans till 31st October 2020.
A partial credit guarantee scheme to the tune of
Rs. 45,000 crore has also been announced for
the benefit of NBFCs. (as reported in newspaper:
Livemint, 13th May, 2020). These measures are
expected to alleviate the concerns of banks and
other lenders to the NBFC-MFIs and the micro
borrowers about the quality of assets they are
investing in. In the absence of such a sovereign
guarantee, banks may shirk injecting funds in
these entities or individuals, either in the form
of fresh capital or debt. For instance, the NBFCMFIs, even if they need money, the PSBs as the
first level borrowers may not be willing to take the
risk of lending, since during times of uncertainties
such as these, the lenders and borrowers face
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uncharted risks. It is in such a situation that the
guarantee by the state on the MFI loans will act as
a backup on loss absorption in case of defaults. The
guarantee could ultimately benefit the economy
through the last mile borrower by ensuring that
the unemployment rate does not shoot up, since
the MFI sector has demand and supply linkages
with other sectors of the economy. Further,
such guarantees by the state are in tune with the
responses of other influential central banks like
the US Federal Reserve and the European Central
Bank during the present times.

crores and a partial credit guarantee scheme to the
tune of rupees forty-five thousand crores could
be expected to come as breathers for the NBFCMFIs. Besides these efforts by the government,
the TLTRO 2.0 announced earlier by the RBI in
April 2020 in an effort to induce liquidity into the
system and to lubricate the operations of small and
mid-sized MFIs is also a step forward to enable
conducive financial conditions. These measures
are aimed at extending credit even to MFIs with
low credit rating. This could provide opportunities
for greater on-lending to MSMEs.

Hence, as a short-term policy response, the
government must give clearer guidelines for the
banks on offering moratorium to MFIs and microborrowers. The unconventional responses such
as credit guarantees and collateral-free loans to
the sector are also expected to alleviate the fears
of lenders to the sector, thereby propping it up
during uncertain times, till the economy recovers.
However, a caveat to these measures is in order.
When a scheme of credit guarantee is in place, there
are strong possibilities of the problem of adverse
selection cropping up, due to bad borrowers taking
shelter in the herd. This may result in undesirable
loans being made, and possible defaults arising.
Thus, the regulators need to guard against such
loans being made in the first place.

For most MFIs that have been under the radar
due to the guidelines from the government to
extend moratoriums to the micro-borrowers, these
policy responses could be expected to provide
some relief. In the end, the poorer segments of
the society, which are the final target beneficiaries
of the microfinance activities could be positively
affected, while the MFIs also could consolidate
their finances.

5. Concluding Remarks
To sum up, there seems to be a ray of hope
with the most recent announcements made by the
Finance Minister as part of the Government of
India’s Atmanirbhar Bharat Abhiyan. Though the
lenders in the microfinance sector would have to
brace themselves up to face such obstacles during
the initial phases, the support from the government
is crucial for all the stake holders, since the
challenge is so imposing. To the MFI sector that
is facing headwinds in the times of the Corona
pandemic, the financial stimulus package with a
liquidity scheme of up to rupees thirty thousand

The partial credit guarantee scheme will
provide sovereign guarantee on part of the loans
made by the PSBs to the MFIs, which could as
a result be expected to access greater liquidity.
However, experts whom the authors contacted
are of the opinion that greater clarity is needed
regarding the announcements for banks to be
able to effectively implement these schemes.
MFIs also need to embrace technology and go for
digital collections and digital disbursements of
loans. The existing infrastructure of India Stack
and the JAM (Jan Dhan-Aadhar-Mobile) need to
be aggressively utilized by MFIs in utilising the
digital platforms. One such case is found in prepaid card based micro insurance claim settlements
by erstwhile Utkarsh micro finance, Bajaj Allianz
Insurance India and M2P solutions (Acharya and
Parida, 2017). Another study commissioned by
MFIN in 2017 also reports a modest increase in
modes of repayment and disbursement by MFIS
via digital modes such as pre-paid cards, mobile
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wallets, and Aadhar Enabled Payment System
(AEPS). This proves the potential of the MFI
sector in adopting digital platforms driven by a
crisis.
Additionally, the success of these measures,
being largely monetary in nature, is conditional
upon strong measures to boost growth. The two
important areas needing attention are mending the
disrupted supply chain and reviving demand in the
rural economy.
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Need and Rationale for Gender Budgeting in Higher
Education in India
Mona Khare 1
Abstract
Gender equality in education is one of the core elements outlined in several earlier global commitments
including the recently formulated United Nations Sustainable Development Goals (SDGs). Despite
several efforts by countries across the world, the Gross Enrolment Ratio (GER) of girls drops down
sharply from primary through secondary to tertiary education which has larger implications regarding
their empowerment and economic contribution in the development process. Gender Budgeting, as a
fiscal accountability mechanism with a gender lens to public financial management, has been embraced
by several countries to analyse the gender components in public spending across all sectors and evaluate
their outcomes. India adopted Gender Budgeting as a compulsory exercise in all sectors and departments
in 2005. This paper analyzes Education Sector Gender Budgeting in India with focus on higher education
and by the objectives of adequacy, responsiveness and impact. It argues for a growing rationale to
implement Gender Budgeting in Higher Education in the country with greater analytical planning and
purpose.
1. Introduction
Gender equality is one of the core elements
and commitments outlined in all global and
national efforts. The recently formulated United
Nations Sustainable Development Goals (SDGs)
also reinforce the importance of gender equality.
Gender Budgeting (GB) as an innovative tool to
address Gender Inequality was first introduced in
Australia in mid nineteen eighties to be adopted by
around sixty countries by early 2000. The number
since then has grown manifold. The Commission
of the Status of Women (CSW) report to the UN
Secretary General and agreed recommendations
of the 55th session of the CSW in 2011 reiterated
this concern by urging countries to adopt genderresponsive budgeting (GB) to ensure that public
resources in education, science, technology,

research and development, benefit women and
men equally and contribute to the empowerment
of women.
Data suggest that despite several efforts,
globally and nationally by countries across the
world, a large number of girls are still unable
to enroll and/or complete schooling, and the
Gross Enrolment Ratio (GER) of girls dropping
down sharply from primary through secondary
to tertiary education. The ten year review of the
implementation of the Beijing Platform for Action
pointed that of the 104 million children in school age
that are out of school, 57% are girls. Not very long
ago, UN had proclaimed that after poverty, gender
is the most influential factor to keep people out of
reach with regard to education (United Nations,
2013). Gender inequalities in the education sector
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are concentrated in more vulnerable communities,
being significantly higher in urban slums, rural
areas, in poverty stricken communities, among
excluded groups (castes, ethnic and linguistic
minorities, the disabled), in conflict and fragile
regions. Although, it is reported that women
enrolments are rising fast and the gender gaps
narrowing down but several forms of gender gaps
continue to challenge the objective of equity and
inclusion in education. Such gaps in education
and training are well evident in literature to be
having far reaching effects on women’s economic
participation and only likely to grow in the new era
of knowledge centric economy. With the industry
4.0 and 5.0 looming large by way of an industrial
transformation, issues and means of automation,
digitalization, big data management, environment
sustainability are redefining the existing nature of
work technology in both traditional and emerging
industries of the future. Already there is evidence
that technological innovations demand new skills
leading to “deskilling” of women in the labour
force as ‘women tend to be disproportionately
vulnerable to the quantitative and qualitative
impact of technological change because of
their concentration in a relatively small number
of lower-skilled, labour-intensive jobs’ (ILO,
1994). Studies across the world have reported
“technological unemployment” impacting women
more than men as women’s jobs have a 70 percent
or higher probability of automation (IMF, 2018).
As per the IMF, 26 million women’s jobs in 30
countries are at high risk of being displaced
by technology within the next 20 years. Thus,
increasing use of technology in future comes with
the fears of displacing women in favour of men in
employment (Das and Das, 2006; IMF, 2018, MGI
2019), thereby adversely affecting their future
potential to better education and work, leading, in
all likelihood, to distorted economic development
for all.
Thus, specific efforts at mainstreaming
women in this new age of industrial transformation

by investing in their education and training are
imperatives. This is a long term dynamic and
continuous process of skilling, deskilling and
reskilling for sustainable employability (Khare
2016). Despite the gravity of promoting gender
balance in higher education (HE), countries are
not likely to invest much in it. A recent BC report
(2015) points at deficient supply of good initiatives
to promote gender equality (GE) in HE and the
problem of sustainable funding in cases where they
do exist. GB, evolved as a fiscal accountability
mechanism with a gender lens to public financial
management in several countries,aims at not
just to analyze the gender components in public
spending across all sectors but also to evaluate
their outcomes (Chakraborty et.al., 2018).
Against this backdrop, this paper is an attempt
to analyzing Education Sector Gender Budgeting
in India with specific reference to higher education.
It argues for a growing rationale to implement
GB in HE in the country with greater analytical
planning and purpose. Further, important explicit
gender disparities in HE is highlighted that are
likely to trigger a greater disparity in employment
opportunities in future as evident from current
women’s work participation patterns in the country
and, thereby, making a case for intelligent GB in
HE.
2. Structure and Institutional Mechanism for
Gender Budgeting in India
Gender perspective on public expenditure
made inroads in India as early as 1974 ,but GB
was formally introduced in the country in the
year 2005-06 (Budget Speech 2005-06, Para-25).
The structure of Gender Budget in India borrows
from Rhonda Sharp’s three-way categorization of
expenditure (Sharp, 2003)
a) Gender-targeted expenditure: Genderspecific expenditure targeting women and
girls (e.g. women’s literacy projects, women
scholarships);
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b) Equal
opportunity
expenditure:
Expenditures promoting equal opportunities
in the public sector (e.g. evaluation of job
descriptions to promote equitable hiring of
faculty);and
c) Mainstream expenditure (the rest): Budget
expenditures not included under (a) and (b)
above.
The Gender Budget Statement (GBS) in India,
however, categorises it only in two parts and has
a purely quantitative format where allocations are
disaggregated by sex to be reported in the GBS.
Part A, details schemes in which 100% allocations
are for women; and Part B, reﬂects schemes where
allocations for women constitute at least 30% of
the provisions.
Since 2005-06, the Union Ministries/
Departments had been requested through the
Annual Budget Circular to highlight the quantum
of public expenditure earmarked in Union budget

for women. The Eleventh Plan (2007-2012) added
Gender Outcome assessment to Gender Budgeting
across board, initiating creation of separate Gender
Budgeting Cells in all Ministries and Departments
to undertake the task of collating relevant data on
a regular basis for more evidence based budgeting
and greater transparency by making it available
in the public domain. Gender Budgeting Cells
are envisaged as focal points with the Ministry
of Women and Child Development (WCD) as
the nodal agency for supporting the process of
GB. The WCD has taken several initiatives and
even facilitated for engendering the schemes and
programmes for better planning and resource
prioritization in the past decades. The Twelfth Plan
further noted that “Mainstreaming gender through
Gender Budgeting” is imperative for furthering
Gender equity and hence, its reach needs to be
extended to all Ministries, Departments and State
Governments. Unfortunately, many States have
not yet initiated GB (Table 1)

Table 1: Gender Budgeting in the States by Year of Adoption
Early Adopters

Subsequent Adopters

Odisha 2004-05

Madhya Pradesh 2007-08

Tripura 2005-06

Jammu & Kashmir 2007-08

Recent
Adopters
Andaman & Nicobar Islands
(November 2012)
Rajasthan (August 2011)

Uttar Pradesh 2005

Arunachal Pradesh 2007-08

Maharashtra (January 2013)

Karnataka 2007-08
Gujarat 2006

Chhattisgarh 2007-08
Uttarakhand 2007-08
Himachal Pradesh 2008
Bihar 2008-09
Kerala 2008-09
Nagaland 2009

Source: GB Handbook, GOI, 2015
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States, such as, Karnataka, Kerala, Gujarat,
Rajasthan, Madhya Pradesh and Chhattisgarh have
taken significant steps like identification of a Nodal
Department for Gender Budgeting; Constitution
of Gender Budgeting Cells; formulation of a State
Policy for Gender; setting up Committees for
Over sight; creating a Gender Data Bank; making
checklists; including a Gender Statement in the
State Budget; Capacity Building; preparation
of a Brochure and Hand Book; and conducting
Performance Audit and linkages with the Results
Framework Document in order to institutionalize
Gender Budgeting by using a range of mechanisms.
Inspite of all these, education departments in
many states are struggling to implement it as per
GOI guidelines.“A gender responsive budget is a
budget that acknowledges the gender patterns in
society and allocates money to implement policies
and programmes that will change these patterns in
a way that moves towards a more gender equal
society. (GOI 2015). Given differences in needs,
Gender Budgeting is a more complex process to
look at every part of the government budget and
assess how it will address the different needs of
male and female. It is not about simply dividing
government money 50-50 between men and
women or boys and girls. The overall aim is to
ensure that every part of the government budget
takes gender differences into account. Gender
Budgeting is therefore a rather technical exercise
and requires specially trained persons, that seems
to be deficient.
Efficacy of GB is theoretically assessed on a
three pronged framework comprising of adequacy,
responsiveness and impact. While the number of
ministries adopting GB has grown consistently
from 9 to 35 in the past 10 years and the number of
demands has also risen almost at the same rate, the
magnitude of gender budget as percentage to total
budget started declining from the year 2011-12
such that even the absolute size of budget declined
in the year 2015-16. The percentage share of GB
to total budget that increased from a mere 2.79

in 2005-06 to reach a maximum of 6.22 in 201112 to only go down to 4.46 in 2015-16 (Khare
2018). Does this in any way mean that the need
for specific allocations to improve gender gaps no
longer exists? The answer to this question needs a
greater probe and shall be attempted later in this
paper.
2. Education Gender Budgeting (EGB)
EGB is an approach designed to mainstream
the education related gender dimensions into
all stages of the budget cycle from planning to
execution into review with the three pronged
objectives to be understood as follows.
i. Adequacy objective: It is not necessarily
about whether an equal amount is spent on women
and men, but whether the spending is adequate to
women and men’s (pupils and teachers) needs in
education. It is thus need –based.
ii. Responsive objective: Assesses the extent
to which the national education budget responds to
the needs of boys, girls, men and women, female
and male (pupils and teachers) at all levels of the
education system. It is thus action based.
iii. Impact objective: Consider the impact
of any form of public expenditure or method of
raising revenues on women and girls, as compared
to men and boys: whether it reduces disparities,
increases disparities, promote discrimination etc.
It is thus outcome based.
Although, GB includes both the revenue and
expenditure aspects, this paper is limited to look at
only the expenditure side of the GB in education
sector in the following section.
2.1 Education Sector Gender Budgets in India
Although GB in education started in the year
2004-05, Gender Budget Cell, Department of
Higher Education was set up only in 2012 in the
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Union Ministry of Human Resource Development
( MHRD). An inter - sectoral comparison of Gender
Budgeting in India reveals that the overall share of
gender budget in education sector budget is much
more than that of the share of consolidated gender
budget in total Union Budget. While the education
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sector gender budget is more than 1/3rd of the
total education budget (Figure 1), the percentage
of consolidated GB to total Union Budget is much
lesser and has hovered around 5% since the last
decade. However, the share of GB as a whole as
well as for education sector in recent times has
declined and forces one to ask questions.

Figure 1: Proportion of Gender Budget in Education to Total Public Expenditure on Education

Source: Computed from Gender Budget and Analysis of Budget Expenditure on Educationvarious years
The education Sector GB that reached an all
time high in the year 2013-14 in absolute terms
has been witnessing a continuous drop since then
(Figure 1). This decline is seen both in percentage
as well as absolute terms despite the fact that the
number of ministries and states initiating GB have
increased during the period.
2.2 Sub-Sectoral Shares of GB in Education
Gender Budget in education that grew sharply
between 2008-09 to 2013-14 has witnessed a
drop thereafter (Figure 2). If analysed by levels
of education, it has declined sharply for school
education but the amount in absolute terms has
grown for HE sector since 2011-12.
However, to this day, it is the school education

and literacy that has a reasonably higher share of
gender component of more than a quarter.While
GB comprised almost a 40 to 50 % share in School
level public expenditure till the early years of
this decade, it fell sharply to remain only around
30% by 2016-17(Table 1). On the other hand,
the percentage share of gender budget in higher
education did not grow at a similar rate and is not
even double digit (Table 1) despite the fact that
the gender disparities are more pronounced in
this sector with far reaching effects. The increase
in the share of EGB for HE in recent years may
be considered as a realization to this need. In the
year 2014-15, school education had a total of
22 schemes under gender budgeting and Higher
Education had been provided for 23 line items
under gender budgeting.
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Figure 2: Gender Budget in Education

Source: Gender Budget on Education - Various Years
Table 1:Share of Gender Budget to education expenditure by Sub-sectors
Year

200506

200607

200708

2008- 200909
10

201011

2011- 201212
13

201314

20162014- 201516
17
15
( R.E) ( B.E)

School and
Literacy

42.18

42.63

6.99

8.89

45.13

41.10

45.71 48.06

50.43

35.42

29.56

29.23

Higher
Education

7.13

4.84

5.12

5.40

6.68

5.45

9.28

7.16

6.72

6.06

5.77

6.34

Source: Gender Budget and Analysis of Budget Expenditure on Education (Various Year Publications)
In 2015-16, 24 schemes amounting to Rs.
7446.34 crore have been reflected in Part B of the
HE Gender Budget Statement while the spending
of union government on girls’ school education
declined by 8.36 percent.
The interesting point here is that the decline
was mainly witnessed in the major flagship
programmes namely, Sarva Shiksha Abhiyan
(SSA), Rashtriya Madhyamik Shiksha Abhiyan
(RMSA), and National Programme of Nutritional
Support to Primary Education (Mid-Day Meal
Scheme). For instance, the spending on SSA
declined around 9 percent during 2014-15 and

2015-16.
In contrast to school education, the spending
on higher education for girls increased from
the year 2014-15 to 2016-17. In this period, the
sanction to UGC has increased from Rs. 2959.61
crores to Rs. 3113.54 crores. The increasing share
of HE in EGB is reflective of Government rising
attention towards its policy of inclusive education
by promoting girls participation in HE.
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Figure 3: Proportion of Gender Budget in Education by School and Higher Education

Source: Expenditure Budget Vol.1, Statement 20- various years
Share of HE, which was only 15% in the EGB
for the year 2009-10 increased sharply to reach
around 42% in 2018-19 ( Fig 3) but still, it is only
6% of the public expenditure in HE . Thus, one can
see a shift of the GB component towards HE but
still does not seem to be sufficiently increasing to
match the growing female enrolments in the HE.

lack of clarity on the interventions other than the
Scholarship for College and University Students
that rose from Rs. 110 crores to Rs. 135 crores. A
list of all schemes meant for girls under category
A ( 100 % funding for women) as well as Category
B (30% of funding meant for women) support the
above statement.

Yet another dimension that may be mentioned
here is that while there are a large number of
schemes and scholarships that have been earmarked
for women in both school as well as Higher
education sector but the Special Focus on Gender
Equity is more clearly reflected in the programmes
for Education of Girls at Elementary Level and
to some extent at secondary levels. But at higher
education level, it seems to be rather vague. At the
school level there are specific schemes that aim to
reduce Gender gap, such as, girls’ hostels, Lifeskill
Education and Additional incentive of School
Uniforms (National Programme for Education of
Girls at Elementary Level, NPEGEL). Schemes
like Kasturba Gandhi Balika Vidyalayas are
residential schools which cover girls especially
the deprived ones belonging to the SC, ST, OBC
community and minority groups. But, at the
HE level, although the GB is increasing, there is

A break-up of category wise EGB reveals
that commitment towards 100% women EGB is
declining (Table 2). It is the Category B (atleast
30% allocation for women) that comprises more
than 95% of the total EGB. Same is true for both
school as well as HE gender budget. A marginal
increase can be seen in Category A for school
education from 2010-11 vis-à-vis HE where it is
continuously declining. In fact, the share of 100%
women’s schemes in category A went down from
3.62% in 2005-06 to a mere 1.98 % by 2013-14
and further to 1 % by 2018-19 (Table 2). While
‘category A’ EGB remained almost stagnant at the
school level in past few years, it has been almost
become close to zero for HE level.
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Table 2: Share of Gender Budget by Category – School and Higher Education
Years

2005-06
2006-07
2007-08

Share in Total Education
Gender Budget (%)

Share in School
Education Gender
Budget (%)

Share in Higher
Education Gender
Budget (%)

Category A Category B Category A Category B Category A category B
3.6
96.4
4.29
95.7
0.5
99.5
1.8
98.2
2
98.05
0.55
99.4
1.2
98.8
2.34
97.66
0
100

2008-09

1

99

1.82

98.18

0

100

2009-10

1

99

0.33

99.67

3.62

96.38

2010-11

0.9

99.1

0.3

99.69

4.07

95.9

2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20(R.E)

1.9
2.5
2
0
0
0.2
1.1
0.80
0.36

98.1
97.5
98
100
100
99.8
98.9
99.20
99.64

1.87
2.74
2.57
0
0
1.3
2.3
1.15
0.52

98.13
97.26
97.43
100
100
98.7
97.7
98.85
99.48

2.12
1.56
0
0
0
0
0.2
0.23
0.11

97.9
98.44
100
100
100
100
99.8
99.77
99.89

2020-21(B.E)

0.45

99.55

0.62

99.38

0.18

99.82

Source: Expenditure Budget Vol.1, Statement 20 - various years
Note: The 0 percent figures as reflected in the table is likely to be erroneous data reporting an anomaly
often found in the records.
Most of the category B expenditure in the
EGB does not categorically ensure a minimum of
30% allocation for women but it is just assumed
to be so. Many a times, women do not even
comprise 30% of the total population served by
those schemes/programmes/courses. For example,
women comprise only 27% of the total enrolment
in technical education while a large proportion
of ‘category B’ EGB goes to technical education
(Table 3). Their representation in the elite IITs
is a mere 8% and even these institutes figure

prominently in the ‘category B allocations’.
A schemewise analysis of HE GB further
substantiates the above observation (Table 3).
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Table 3: Share of Gender Budget in Higher Education – Scheme-wise
Category A 100%

2005-10
(Av)

2010-15
(Av)

2015-19
(Av)

2019-20
(R.E)

2020-21
(B.E)

1
2

Access & Equity
Women's Hostel in Polytechnics
Category B (30%)

0.21
0.75

0
1.6

0
0.12

0
0.11

0
0.18

1
2
3
4
5
6
7

University Grants Commission
Distance Education & ICT
Polytechnics
Language & Promotion
Technical & Professional
Loans & Fund
Scholarship for College &
University Students
RUSA & Consortium for Higher
Education Electronic Resources
Total HE GB

85.43
2.05
2.78
1.22
1.5
0
0.41

53.95
2.94
4.05
1.31
30.24
3.18
1.95

39.96
1.57
1.26
43.85
6.83
1.57

41.80
1.57
1.42
43.19
5.86
1.80

40.83
1.44
1.33
47.69
5.85
1.76

0

1.91

4.84

4.25

0.92

100

100

100

100

100

8

Source: Gender Budget in India Statement -20 (Various Year Publication)
Notes: 1. Access means the needs of women in the areas like health, education and Employment etc.
2. Equity means fairness of treatment for women and men according to their respective needs. This may include equal treatment or
treatment that is different but which is considered equivalent in terms of rights, benefits,obligations and opportunities.
3. Distance Education= Indira Gandhi National Open University
4. Polytechnics= Community Polytechnics + Up Gradation of Existing / Setting up of New Polytechnics
5. Language & Promotion =National Council for Promotion of Urdu Language + Rashtriya Sanskrit Sansthan+Central Institute of Indian
Language+Kendrya Hindi Sansthan + Central Hindi Directorate + Grant for Promotion of Indian Languages,
6. Technical & Professional =Sant Longowal Institute of Engineering & Technology (SLIET)+National Institute of Technical Teachers
Training and Research (NITTTR) + North Eastern Regional Institute of Science and Technology Itanagar+Central Institute of Technology
Kokrajhar+Indian Institute of Technology+Indian Institute of Science Bengaluru + Indian Institute of Information Technology (Design
& Manufacturing) Kanchipuram + National Institute for Industrial Engineering Mumbai + National Institute for Forge and Foundry
Technology Ranchi + Indian Institute of Information Technology +Indian Institute of Science for Education and Research + National
Institutes of Technology + Indian Institute of Management + Indian School of Mines Dhanbad + School of Planning and Architecture +
Indian Institute of Information Technology (Design & Manufacturing) Kanchipuram+Support to Indian Institute of Science (IISC) and
Indian Institute (s) of Science Education & Research IISER + New Schools of Planning and Architecture (new SPA) + National Initiative
for Excellence in Humanities and Social Science + Setting Up of IITs /IIMs including upgrading 5 IITs/IIMs+Assistance to other institute
including SLIET NERIST Ranchi CIT Kokrajhar
7. Loans & Fund = Education Loan Interest Subsidy + Interest Subsidy and Contribution for Guarantee Fund

The share of UGC that caters largely to
general education had a very high average share
in the first five years that went down drastically in
the next five years by more than 40% while that of
the technical and professional education category
went up from not even 2% to more than 40%.
Recent years continue to reflect this changing

trend. Ironically, much of this allocation is for
setting up of new IITs, IIMs or other technical
institutes and their upgradation, which does not
justify to be counted under category B schemes
where a minimum of 30% is to be ensured for
women/girls if the proportion of girls enrolled
in such institutions is much lesser. Yet another
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component that makes its presence visible in later
years is loans and funds comprising of interest
subsidy with little guarantee that at least 30 percent
of allocation under this head is being utilized for
girl’s education. The interest subsidy gets covered
by way of a concession that is provided to girl
students and also to economically poor students
through a central government subsidy scheme
announced by the Government in 2009-10. This
scheme allows for an interest subsidy on education
loans to students from economically disadvantaged
sections (family income less than INR 450,000 a
year) pursuing technical or professional studies in
India. It will be interesting to see what percentage
of girl students from this category of population
are taking benefit of this scheme for this allocation
to qualify under category B as needless to say that
their proportion in technical education is certainly
not going to be more than that the overall % of girls
enrolment in such programmes. However, such
an analysis is outside the purview of this paper.
But, some indications of lesser participation of
women in educational loan schemes as also there
being higher percentage of female education loan
defaulters can be found in other studies in India
(Bandopadhyay 2016, Patra et.al. 2017). Similar
questions can be asked with respect to DE &ICT,
Polytechnic education etc. particularly when there

is high focus on skill development and vocational
education in recent years. Such a situation leaves
one wondering if decline in allocations (now
being reported as zero) for improving access &
equity is justified or not? Also, if gender is to
be understood in its right perspective and not as
a synonym to women, should medical education
also not find some place in GB in order to promote
male participation. There, certainly is a case for
redistribution of the GB earmarked under category
A for access and equity within the HE sector but
completely doing away with it is not yet called
for. However, given the fact that there are several
purely women’s schemes under implementation
(Box No. 3) zero reporting under Category A in the
past few years seems to be a reporting error unless
the allocations for these schemes are merged in the
UGC, Technical education or scholarship heads
under Category B allocations. Such anomalies call
for serious corrections in the GB reporting as also
the importance of increasing the share of 100 %
women targeted schemes to improve participation
of women in specific courses other than just
scholarships or interest concession on loans. Such
observations call for serious gap analysis in GB
reporting as is evidenced by few examples of
select Schemes that qualify to be reported under
PART A and are identified in Box No.1

Box-1:100 Percent Women Oriented Schemes
•

UGC - Swami Vivekananda Single Girl Child Scholarship for Research in Social Sciences.

•

UGC - Post Graduate Indira Gandhi Scholarship for single girl childapplicable to single girl child students up to the age
of 30 years for non-professional courses only at P.G. level.

•

UGC Post Doctoral Fellowship to the unemployed women candidates holding Ph.D. degree (aim to accelerate the talented
instincts of the women candidates to carry out the advanced studies and research).

•

UGC 100 pc funding for construction of hostels for women and other related infrastructural facilities in colleges

•

AICTE: PRAGATI (Providing Assistance for Girls’ Advancement in Technical Education Initiative) envisages selection
of one girl per family where family income is less than 6 lakh/annum on merit at the qualifying examination to pursue
technical education

•

UGC - Day Care Centres for married scholars/students in universities and colleges. (Day care facility on demand basis
for children of 3 months to 6 years of age)

Source: Khare 2018
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Such schemes (Box 1) should have been
reflected in Category A, which certainly exist and
would have qualified for a good amount of share
in the HE GB, if reported properly. It is difficult to
say, whether several of the category B allocations
should have qualified for equal opportunity
expenditure or mainstream expenditure. For
example, the ones on IITs, IIMs, upgradation
and setting up of new schools etc. are schemes in
which neither the policy nor the practice proves
a minimum of 30% of women participation in
this category of institutions. Until and unless the
policy provides for such reservations for women,
these may be treated as mainstream expenditure
and not reported under Category B.
Categorizing the expenditure into the
theoretical connotations, following inferences
may be drawn with respect to HE GB in India.
a) Gender-targeted expenditure:
Genderspecific expenditure targeting women and
girls (e.g. women’s literacy projects, women
scholarships) exists but is not correctly
reported.
opportunity
expenditure:
b) Equal
Expenditures promoting equal opportunities
in the public sector (e.g. evaluation of job
descriptions to promote equitable hiring of
faculty) are lacking and need to be strengthened.
There may be several ways of doing it. For
example, allocations for improving women’s
employability and research capacity, academic
growth, job potential, internship opportunities,
jobs in science/technology labs, research and
innovation centres etc. are more meaningful
and rewarding in the long run. the emphasis
should be on providing and creating awareness
towards opportunities to improve economic
participation rather than just perform noneconomic activities.
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c) Mainstream expenditure: This comprises the
rest of the budget expenditures not included
under the two previous categories. It forms
a major chunk and requires to be assessed
for its gender differential impact, which is a
rather technical and time consuming exercise.
Availability of sex-disaggregated data and
technically trained personnel to undertake
such work are the two major challenges
towards any such analysis.
It can thus be seen that GB in HE falls
short of its first two objectives i.e. the adequacy
objective and the responsive objective. Firstly, to
achieve the Adequacy objective, a lot still needs
to be done to improve and shift the participation
of women as well as men in order to achieve
greater gender balance in several disciplines and
courses, institutions and regions. Secondly, for the
Responsive objective to be achieved, several felt
needs of women (pupils and teachers), in particular
still need to be addressed both for the students
and faculty in the HE system, some of which
have been identified under the equal opportunity
expenditure in the above paragraph. Assessment
of the third objective i.e. Impact objective will
require consideration of the impact of any form
of public expenditure. This in turn will require
a very rigorous data based econometric exercise
that may be beyond the scope of this paper. But,
some indicative analysis based on available Statewise data may help draw some insights. It is
suggested that effectiveness of education financing
campaigns can be measured on how far they
promote participation of boys and girls and reduce
disparities between men and women, promote fair
conditions for both male and female (pupils and
teachers), address school related gender based
violence and discrimination and empower men
and women in employment and development. Let
us try to briefly examine some of the above aspects
in order to see why Gender Budgeting in HE is
still justified and try to identify few important
intervention areas. A story that begins with gender
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disparity in participation in HE gets translated into
participation and promotion both in HE and in the
labour market.
3. Higher Education Graduate Participation
and Employment Disparity

is reflected explicitly in the education sector and
also in the employment patterns as its implicit
outcome. In order to highlight the important aspects
of gender disparity in the HE sector, we highlight
Adverse Female Graduate Ratio, Adverse Female
HE Participation Ratio and Adverse Female
employment ratio in the Indian States.

While number of girls and women at all
levels of education have increased, access to
Adverse Female Graduate Ratio: The story
quality education and opportunities and freedom
of Gender Gap that begins at the most basic stage
gained through education remain unequally
of literacy gets steeper with the gap between Male
distributed. The women literacy levels are still
to Female HE graduates’ share in population
16% below men (GOI 2011). While, girls in most
being almost a quarter percent, something that
other countries (including 5 developing nations)
has serious implications for women’s economic
typically outscore boys in reading as measured
participation and empowerment in future. Barring
on international tests of comparative educational
the State of Kerala where the female share in
achievement (Lynn and Mikk 2009; Organization
graduate population outnumbers male share by
for Economic Cooperation and Development
10% percentage points and Punjab where it is
(OECD) 2010), the situation in India is reverse
marginally higher (not even 1%), this ratio favors
with the inequalities only rising by rising levels of
men in all other states of the country ( Figure 4).
education. The persistence of gender inequalities
Figure 4: Gap between Male- Female graduates in Higher Education (%)

Source: Author’s calculation using Census of India 2011 C-8 EDUCATIONAL LEVEL BY AGE AND
SEX FOR POPULATION AGE 7 AND ABOVE - 2011 only for Relevant age population as 21 years and
above.

Aarthika Charche - Vol 5 No.1, 2020

The gap is as high as 52% in the State of Bihar.
In more than 14 states, this gap is higher than
the All India gap and deserves attention. If such
gaps continue to persist, they may lead to greater
empowerment disparities given the highly
dynamic, tech savvy and innovation driven labour
market. The adversity becomes all the more clear
when the course/programmatic biases for girls and
women are analysed.
Adverse Female HE Participation Ratio:
Gender Parity Index (GPI) in higher education, one
of the most popular measures of progress towards
gender equity is adverse not only for All India but
also for a large majority of Indian States (MHRD,
GOI). GPI is favourable for women (greater than
1) in only six of the major Indian States (AISHE
Report (2015-16),) in the country and the gap
is much higher for ST and SC being 10 and 4
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respectively. Not only this, the course specific
participation Ratio prove that most disciplines that
are comparatively more job oriented like Science
and IT/Computer applications, engineering and
technology etc. are male dominated while Females
constitute more than half of the student enrolment
in Arts and Social Sciences (Khare 2014, 2018).
Infact, the M-F enrolment ratio in engineering
and technology at the undergraduate level, instead
of improving, has worsened between 2010-11
to 2015-16 (Khare, 2018). Gender inequalities
and imbalance in the arts, humanities and social
sciences is not just akin to India but a reality
faced by the world as a whole (Equality Challenge
Unit 2011). The situation is far worse with very
little improvement for women from socially
disadvantaged communities as is evident from
Table 5

Table -5:Enrollment in Technical Education (% of Female to total)
Year
SC
ST
OBC
Open
Total
2012-13
3.4
0.7
17.9
12.2
34.2
2013-14
3.7
0.8
10.0
11.7
26.2
2014-15
4.2
0.8
9.7
11.4
26.1
2015-16
4.5
0.9
9.9
11.4
26.7
2016-17
4.7
1.0
10.2
11.5
27.3
Source: https://www.facilities.aicte-india.org/dashboard/pages/angulardashboard.php#!/graphs
Even, those few who get the chance of being
part of the technical/professional education rarely
find place in the best quality high end institutions
of good repute. The percentage of girl students in
the IITs in India is bare 8%. Although, the gaps are
narrowing down,women’s participation continues
to be low in science and technology and high
status disciplines, prestigious institutions globally
and in India. (Morley et al 2006, Morley & Lugg
2009, UNESCO 2010, Becher, 2006, Beede et.al.
2011, Equality Challenge Unit 2011,Chanana
2012 Bebbington, 2002 Dyhouse, 2003, AISHE,
2015-16, Khare 2016) and are concentrated in

subject areas associated with low-wage sectors
of the economy (World Bank, 2002). There are
disparities in mathematics and language learning,
gendered curricula and subject choices (Morley
et al 2006, 2009 EIU 2014, Ramachandran 2010)
and ingender insensitive pedagogy (Welch 2006).
Moving forward to the domain of work
and career progression, studies point at under
representation of women in positions of power and
decision making as well as in well paid jobs (British
council 2014, Knight & Richards, 2003, Chanana,
K. 2013, Morley 2013, Khare 2016 Pritchard,
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2010). Reflections from Graduate employment
ratios in India substantiate the literature.
Adverse Graduate Employment Ratio:
Data prove that female graduate population still
has a major share of non-worker category while
for men, it is the main worker category that has the
major share. These figures for All India are worth
noting. As against 69% of male main graduate
workers, there are merely 27% female main
graduate workers (Census 2011).
Situation remains adverse even in the states
like Kerala, Karnatakaand few other southern

regions that had a more balanced HE participation
ratio and favourable female graduate ratio. For
all states in the country, main worker category
is overwhelmingly skewed in favour of men and
for non-worker category in favour of women(Fig
No.5). Also the LFPR of women is much lower
than men but the male – female (M-F) gap in labour
force participation rate (LFPR) is increasing over
the years ( Fig No.6) in both rural and urban India.
Infact, even for graduate plus education category,
this gap has remained as high as almost 50%, and
increased in rural areas (Figure no.6). It is only for
the technical graduates category that the M-F gap
has declined significantly.

Figure-5: Male-Female Gap in HE Graduate Workers by category

Source: Same as in Figure 4

Aarthika Charche - Vol 5 No.1, 2020

29

Figure-6: Male- Female Gaps in Labour Force Participation Rates by Education in Rural and
Urban areas

Source: Authors estimation based on NSS and PLFS unit level data
Gender, thus, remains a strong determinant of
many educational inequities and better presence
of women in higher education has a limited impact
on the labour market (UNESCO, 2010 Channana,
2013). Two important insights that can be drawn
from the above are that rural India still remains
a hot-spot while technical and professional
education seems to be driving the gender equity
vehicle and hence should be the focus areas for
Gender Budgetingin education.
4. Spatial Mapping of Deteriorating Gender
Parity in HE
Analysing the shifts in Gender Parity Index
(GPI) in HE, it is indeed worrisome to note that
over the past five years, the GPI in several states has
either deteriorated or remained almost stagnant.
States showing a deterioration in GPI over the past
five years include fourteen States in all ( Figure 7)

some of which are also those that have adopted
GB. Does this mean GB does not help? Studies
have shown that GB does have a positive impact on
reducing gender inequalities and therefore, serves
as a motivation for countries to adopt GB (Stotsky,
2016; Sharp and Elson 2008, Chakraborty 2016;
Kolovich and Shibuya, 2016). Chakraborty et al
(2018) in their study on Asia Pacific countries
prove “Gender budgeting has significant effect on
increasing Gender Development Index (GDI) and
small but significant potential to reduce Gender
Inequality Index(GII). These results strengthen
the rationale for employing gender budgeting to
promote inclusive development.” Not only does
this justify for taking GB in HE more seriously
but also making deeper analysis into what works
and where the implementation / programmatic
gaps lie.
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Figure 7: Change in GPI between 2010-11 and 2015-16

Source: Author’s calculations.
There are several states where the GPI as a
Jharkhand, that are tribal dominated areas, have
whole might not be giving alarming signs but if the
experienced an improvement in the GPI as a whole
same is checked for SC/ST students the situation
but deterioration for the tribal community. In fact,
might be different. (Fig. No. 8). It is not necessary
even developed states like Kerala that have a
that if GPI as a whole has improved for a State, it
proven track record of pro-women indicators of
has improved for all categories of students. These
literacy and GERs have witnessed a decline in
are cases when improvement in the GPI of general
the GPI value over the period as a whole and also
category students camouflages the deterioration
for the SC category with improvement only in ST
in the GPI for the socially disadvantaged group
category.
of SC/ST students or vice-versa. States like
Figure 8: Change in GPI for SC and ST(2010-11 to 2015-16)

Source: Author’s calculations.
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Several such indications emerge when just a
simple spatial mapping of the States is undertaken
in terms of the direction of shift in GPI for all
students and by SC and ST students between
2010-11 to 2015-16. Superimposing the two gives
nine distinct combinations of variations in GPI.
At the two extreme ends are the States that have
experienced improvement or deterioration in GPI
for all three groups of students. In between there
are several other permutations and combinations.
The states can accordingly be classified as below:
All three categories shown improvement:
i)
comprises 11 States , maximum have adopted GB
ii) All three categories have shown
deterioration: three States including UP, the most
populous.
iii) Improvement as a whole but drop for
SC/ST: Bihar, one of the poor performing states,
falls in this category. It is clear that socially
disadvantaged groups deserve more focus in the
State.
iv) Deterioration as a whole but improvement
for SC/ST: The only state that qualifies to be in
this category is Odisha. The State, thus possibly
needs to look at the drop in the GPI for general and
other category of students that must be significant
enough to pull down the overall GPI.
More such detailed analysis of HE and
Schemes/programmes from a gender lens shall
help improve the GB exercise.
5. Conclusion and Policy Implications
Logically as women’s participation in HE
grows, their labour market participation should
also improve. However, across the globe, it is
found that such transformation in not happening.
So whilst it is true that there are far more students
these days, and the majority are women, it
necessarily does not mean that there is more than
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formal equality in terms of “the numbers game”.
This is controversial as the “numbers game” is
a mask for continuing power plays whereby the
“rules of the game” remain misogynistic (David
2015). India slipped by 21 positions from 2016
to be ranked 108 among 144 countries according
Global Gender Gap Index 2017 as per the World
Economic Forum (The Hindu 2017) which
certainly calls for a deeper look into its GB
exercise, more so in HE as skilled and qualified
human resource are considered to be the table
turners in future global competition. It wouldn’t
be wrong to say that “those will succeed best who
understand to integrate women as an important
force into their talent pool”.
Needless to say, specific and intelligent
interventions through GB in HE are likely to have
far reaching impact on achieving gender parity and
women’s empowerment by triggering a virtuous
cycle of employable and economically active
educated women. Prior to the introduction of the
GBS, there was no way of even estimating how
much of the government’s total expenditure was
flowing to women. Now with the production of
the GBS, an institutionalized effort is being made
in this direction. However, the Gender Budget
Statement does not capture all the women focused
interventions and there are several reporting/
documenting anomalies. Proper impact analysis
of this part of budget on its gender relevance is a
tough task that requires special expertise and good
data, both of which are lacking. Sex disaggregated
data are still not available on several schemes.
Assumptions behind reporting any specific
proportion of funds in the GB Statement are not
clear. The same is true about the benefits accruing
to women in various development schemes which
can be termed as being ambiguous.
Even for the specifically earmarked funds for
Women, inconsistencies in GB statement can be
noticed. While there are schemes currently under
implementation and reflected in the outcome
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budgets, they are not listed in Part A, and at times
schemes reported in category B may show more
than 100 percent allocations against them. In the
case of some of the educational / scholarship-based
programmes, loans, professional and technical
education, allocations are reported under Part B of
the Statement without any clear justification (by
way of data on enrolments / number of scholarships
provided).
Good Gender Budgeting relies heavily on
data, so that policies, programmes and budgets
can be evidence based rather than based on myths
or assumptions. Data is imperative at all five
stages of the budgeting process and require to be
used to take informed decisions. Even, simple
spatial analysis with sex-disaggregated data can
provide insights into the real need and problem.
Several States in the country can be seen as
performing poorly on several fronts in attaining
gender equality in HE that gets translated to work
places. Even socially developed States like Kerala
that have many indicators favouring women’s
participation in HE are found to be unfavorable to
them on certain counts. What is most frustrating
is the fact that in all States of the country, the
economic participation of Female HE graduates
is low. Although, the higher education sector in
India is massifying at a pace as never before, with
girls’ enrolments fast closing upto boys and even
outnumbering boys in many courses (medical
education being an important one), still there are
several visible and invisible dimensions of gender
discrimination that hinder women’s progression
to/in job and constraints them to perform economic
activities, thereby affecting their contribution in
economic growth. The situation is likely to get
worse in the future, with a more automated and
tech oriented work order.
Even many of those States that have
implemented GB are falling back on GPI. This
calls for taking up the GB exercise in right earnest
with data based evidential guidance. There can be

no hesitation in saying that even after 10 years of
GB, many States are yet to adopt practicing it. GB
in higher education has a long way to go to achieve
its adequacy, responsive and impact objectives.
Though there is a shift in EGB towards HE, its
share in the overall HE expenditure is decreasing
and is not justified. In fact, there is immense scope
and need to continue with gender-targeted, equal
opportunity as well as empowerment expenditure,
all of which must have clear cut deliverable,
marked and measured. According to the 2016
report by the International Monetary Fund, GB
is positive and significant for primary school
enrollment equality, and can potentially improve
gender equality in primary education and thus,
has an important role to play in doing so in HE.
As rightly put by Morley et al (2015) policies on
gender equality and gender mainstreaming need
to be developed and accompanied by strategic
action plans, resource allocation and reporting
mechanisms. Thus, the need for GB in India’s HE
in order to strengthen several visible and invisible
trends in favour of women is not unjustified.
Corrective actions need to be taken within the
HE sector for them to get translated outside and
become cumulative by triggering a virtuous cycle
employment and empowerment. Therefore, the
relevance of GB in HE cannot be overemphasized.
Situation in India’s HE is more complex given
its rising numbers and increasing diversities on
campus, socio-cultural, regional connotations to
the existing biases. Region specific interventions
through spatial mapping at sub-national level,
and further down to district level, may be more
helpful. GB with a specific focus on rural, socially
backward community and discipline specific
learning opportunities has all likelihood to act as a
guiding light towards gender parity.
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Leveraging Non-Farm Income:
Micro-evidence of Occupational Choice for Rural
Households in India
Swayambhu Mukherjee 1 and Saibal Kar2

Abstract:
Variations in occupational choice within agriculture for rural households in India depend on a number
of factors. Using India Human Development Survey data for multiple rounds, this paper identifies and
tests the validity of such factors influencing diversification and mutual coexistence of farm and non-farm
activities. The controlled regression shows that choice to opt for non-farm and diversification sectors are
both negatively affected by mean difference in earnings with the farm sector. A rise in mean difference
in earnings in the non-farm sector, however, raises participation in the diversified sector in addition to
own effect. An increase in landholding size dissuades households from choosing non-farm and diversified
activities. In comparison, bigger owners of livestock tend to choose more of diversified activities and
less of non-farm activities. Higher literacy tends to shift individuals predominantly towards non-farm
and diversified activities although still higher degrees are not necessarily helpful for rural occupation
diversification.
1. Introduction and Related Literature
Recent annual report from the World Bank
(2017) indicates that agriculture still accounts for
one-third of the global Gross Domestic Product
(GDP) as of 2014. A majority of the world’s
population inhabits the rural areas, and especially
so in the developing economies. Quite evidently,
a significant part of this population is directly
engaged with agriculture for their livelihood.
Indeed, related statistics (World Bank, 2012)
showed that among the world’s 7.1 billion people
then, an estimated 1.3 billion (19%) were directly
engaged in farming activities. In fact, it helps to
redefine the sector as agriculture and allied, since

the output supplied provides much more than just
the required quantity of food for direct human
consumption. It produces significant amount of
feed for livestock, fuel (for transportation and
energy production including household kitchen
fires), fibre (for clothing), and agriculture biomass
increasingly being used for production purpose in
a host of chemical and material producing units
(Alston and Pardey, 2014). A large section of the
rural workforce seems to be engaged with both
farm and non-farm activities exploring some of the
above production characteristics and advantages.
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This paper is an attempt to investigate
empirically the major factors that influence choices
between farming and non-farming activities as
exclusive occupations, vis-à-vis diversification,
across a large sample of rural households in
India. A detailed survey of the extant literature
reveals that the evidence on occupational choice
among rural households as function of several
factors is not too common. In addition, utilizing
two subsequent rounds of micro-data from IHDS
(India Human Development Survey) database for
India is rare, thereby offering enough room for
this specific inquiry3.
It is well-known that the share of agriculture as
the major income provider has started diminishing
gradually. For the developed world, such as in the
United States, one of the most remarkable changes
in the era has been the abandoning of farming as
a means of livelihood. This stands true not only
across the farmers practicing agriculture on a mass
scale but also the small and marginal farmers. The
proportion of population engaged in farming was
2% at the beginning of the 20th century and 90%
of their income was sourced by non-farm practices
(Reardon, et al. 1992; Lobao & Meyer, 2001;
Reardon et al., 2001). However, low income from
farming activities turned out to be one of the crucial
factors influencing withdrawal of participation
from the farm sector. Consequently, the number of
farms in the US declined from 6.4 million in 1920
to 2.2 million in 2006 (Mishra et al., 2008, 2002).
With the number of large scale farms gradually
declining, farmers in larger proportion opted for
non-farm activities as a potential alternative. In
comparison, India, despite being predominantly
agrarian for a long time, registered a decline in
the Net Domestic Product for agriculture, both
in absolute terms and in terms of the growth
rate- 2.8% in the 1990s as compared to 3.5% in
1980s. It further dipped to 1.3% in 1999-2000 and
also exhibited negative growth rate during 200102 (Majumder,2002). Subsequently, agriculture

Leveraging Non-Farm Income

has been termed as the “relatively unrewarding
profession” by the National Agricultural Policy in
the year 2000 (Gupta, 2005).
Not surprisingly, therefore, in the recent past
the role of non-farm activities as a major source
of income has gained significance across all
rural economies in the developing world. Rural
economies are no more considered completely
agricultural in terms of occupational classifications.
The rising importance of non-farm activities in the
traditionally agricultural societies is attributed to
the structural changes in the recent years, aided
by mechanization and higher labor productivity.
Income from non-farm sources exhibits a rising
trend in terms of their share in total income of
rural households (Imai et al, 2015). On the higher
side, for example, evidence from Mexico suggests
that rural non-farm activities generate more than
half of the household’s income on average. In
general, it seems that the education level of the
individual and growth in non-farm employment
influence higher participation in the non-farm
sector (Janvry and Sadoulet, 2001). Not long
before, the rural non-farm activities were believed
to be part of a low-productivity ‘residual’ sector,
which however, changed from the 1990’s onwards
as a crucial source to eliminate rural poverty and
inequality in developing countries (Lanjouw and
Lanjouw, 2001; Hazellet al., 2007, Diechmann
et al. 2009; etc). There should be little doubt that
the rural non-farm sector has been quite potent in
generating employment, particularly for women
and the rural poor (Hazell, et al. 2010; Imai et al.,
2015). Evidence suggests that income from rural
non-farm consists of 51% of the total income in
Asia, followed by 47% in Latin America and 34%
in Africa. For India specifically, till the 1980s as
we have already hinted above, low participation
was common with fewer than 12 Indian states
reporting rural non-farm activities less than 20%
of the total share. However, the entire situation
underwent a dramatic change in the next 20 years.

See https://www.ihds.umd.edu/papers-using-ihds-public-data for papers utilizing IHDS database for various questions. Accessed, June
12, 2019.
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Rural non-farm activities have followed a path
of moderate to high growth during this time. Since
non-farm activities include animal husbandry to
a large extent, the following example regarding
growth rates is instructive. It typically shows that
animal husbandry as a branch of rural non-farm
activities has grown steadily over time with its

own share within the agricultural GDP rising up
to 27% around 2012-13. The statistics support the
claim that rural non-farm activities have become
a viable source of income across states with a
growth rate almost double that of farm output.
The occupational distribution naturally will reflect
these changes as we discuss shortly.

Table 1: Share and Growth of Rural Farm and Non-Farm Activities in India
Share in GDP (%)
Year

Agri.

1980-81
1990-91
2000-01
2010-11
2012-13

34.72
28.30
21.24
15.77
15.10

Animal
husbandry
4.82
6.45
5.44
3.94
4.11

Share of Animal
husbandry in
Agri-cultural
GDP(%)
13.88
22.78
25.61
24.99
27.25

Cumulative Annual Growth Rates of Output in Crop
Husbandry and Animal Husbandry
Year
Food grain
Milk
Egg
1980-81 -1990-91
1990-91 -2000-01
2000-01 -2010-11
2010-11 -2012-13

3.50
2.06
2.50
1.98

5.48
4.11
4.22
4.25

7.69
5.67
5.58
5.19

Source: Basic Animal Husbandry Statistics, Department of Animal Husbandry, Ministry of Agriculture, and

National Accounts Division, Central Statistical Office, Ministry of Statistics and Programme Implementation,
Government of India.

Available discussion suggests that household
wealth, caste, village level conditions and
population density, etc. significantly influence
the occupational distribution. Although non-farm
activities cannot reduce poverty directly owing to
poor asset holding by most of the rural households,
it acts as a crucial mediator in pushing up the
wage rates in the agricultural sector. So, on an
average, do non-farm activities present a choice
to a rural household in terms of distribution of
labor between main and subsidiary occupations?
Based on evidences from Asia, Africa and Latin
America, it seems that the role of non-farm sector
as leverage against shocks in the farm sector has
mixed success. Similarly, the ability of the nonfarm sector in lowering income inequality by
creating more jobs in these countries is not quite
uniform. This can be attributed to the fact that entry
barriers to rural non-farm activities exist which the
poor people are unable to overcome. The major
obstacle lies in the ability to invest in rural nonfarm activities and it may be useful to relax credit
constraints via financial intermediation (Reardon
et al. 2000).

Yet, diversification of occupation, generally
defined as a process by which the rural households
engage in a diverse portfolio of activities for the
sake of survival and improvement in their standards
of living (Ellis, 1998), remains fairly predominant
in a large class of samples over several rounds of
surveys conducted on such matters. The general
pattern is one of complementary activities between
sectors for farm households, thereby adjusting
for price fluctuations, climate and output shocks
and generally managing the risk of investments
between farm and non-farm produces (see,
Benjamin, 1994; Kelly and Illberry, 1995; Dercon,
1996; Hearn et al., 1996, etc).

We, therefore, look at the occupational
status of individuals between farm, non-farm
and diversified portfolios as function of a set of
parameters, The occupational status of individuals,
in this case, has not been controlled for age.
It includes all individuals who are involved in
farm and non-farm activities regardless of the
age group (or, sex). Since these activities are
largely informal in nature, no age restriction
generally applies. The empirical exercise has been
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conducted for the individuals belonging to the
rural community of India using IHDS data. The
econometric methodology adopted for conducting
the analytical exercise is multinomial logit, the
justification for which is discussed in the sections
that follow. In section 2, we provide an insight
into the IHDS dataset. In section 3, we discuss the
empirical methodology and specifications. Section
4 offers the empirical results from the multinomial
logit regression. Section 5 concludes the paper.
2. Description of Data and Choice of Variables
The India Human Development Survey
(IHDS) is a nationally representative multi-topic
survey initially conducted with 41,554 households
in 1503 villages and 971 neighborhoods across
India. It covered all major 28 states and union
territories. IHDS has been jointly organized by
researchers from the University of Maryland
and the National Council of Applied Economic
Research (NCAER), New Delhi. The IHDS Survey
consists of two rounds – the first round of survey
was conducted in 2005 and the second round of
survey was conducted in 2012. About 83% of the
households which were interviewed during the
first round were re-interviewed during the second
round, in addition to some new households. The
total number of households interviewed in the
second round was 42,152. The individual data
for the first round consists of information on
215,754 individuals while it contains information
on 204,569 individuals in the second round of
the survey. The households and consequently,
individuals have been categorized as residents
of the urban and rural community based on the
information from the Census of 2001 for the first
round (2005) and Census of 2011 for the second
round (2012).
The IHDS data set provides a unique opportunity
to explore the sources of income of the rural
households in India. In the survey, the households
were asked about their primary source of income,
whether they possess cultivable land, what
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proportion of that is cultivated, share cropped or
rented. The information on the land size in terms
of local units and the number of livestock owned
by them was also captured. Individuals were
enquired about their participation in any other
activity apart from lending labor to their family
farms and every single details related to their wage
employment status was recorded. This included,
the number of days spent in that work, number of
hours worked in a day, and annual income from
the wage employment. Information as to whether
the household has any non-farm business was
also captured in the IHDS data in addition to
the information as to which particular individual
of the household participated in the non-farm
business. The information on the income of the
individuals from government benefit and pension
schemes were also taken into account.This is a part
of the description available in the IHDS dataset.
The pension benefits (if any) have been included
as an explanatory variable under “Income from
government benefits”.
Individuals were questioned regarding their
literacy, reading and writing skills, educational
qualification, vocational training and the
discipline of higher education (if any). The
responses received have helped in segregating the
participation of the individuals in various sectors
under broader categorizations, namely farm, nonfarm and diversification, directly amenable to
various explanations behind the observed patterns.
For the aforementioned purpose, we use the
information pertaining to approximately 1,49,000
individuals across rural India. The dataset consists
of 143,374 individuals from the first round and
135,119 individuals from the second round. Based
on this, the various occupational categories were
generated. An individual who works in the family
farm as an entrepreneur or in the wage market as
an agricultural laborer or in both is considered
to be participating in the farm sector (Sector=1).
An individual who works in the family nonfarm business or works as wage labor in any
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other sector other than agriculture or both, has
been considered as a participant in the non-farm
sector (Sector=2). An individual who participates
in the family farm as well as work as a wage
laborer other than agricultural laborer (welders,
construction workers, teachers, etc.) has been
considered to diversify between the two sectors.
An individual working in the family non-farm
business and working as a wage laborer in the
agricultural sector is also treated as diversifying.
Any individual participating in both family farm
and family non-farm businesses has similarly been
deemed as diversifying (Sector=3). Initially, this
segregation was done using the individual data
sets for both rounds: 2005 and 2012. Subsequently,

the individual data files were merged with the
household data files for each individual round
of 2005 and 2012, which was later appended to
generate a pooled data set.
While generating the categorical outcomes for
each sector, a fourth category was also generated
(Sector=0) which is indicative of individuals who
do not belong to any of the broad classifications
mentioned above. As the study addresses the
participation decision of individuals who are in
the labor force, the fourth category was eliminated
for the sake of simplicity of the analysis.
The distribution of individuals’ participation
in farm, non-farm and diversification sectors in
Round 1 and Round 2 of IHDS is summarized
below.

Table 2: Distribution of Participation in Round 1 of IHDS
Sectors

Percentage

Farm (Sector=1)

Number of
participants
42,628

Nonfarm (Sector=2)

31,714

38.63

Diversification (Sector=3)

7,747

9.44

82,089

100.00

Total
Source: Authors’ calculations from IHDS Data.

51.93

Table 3: Distribution of Participation in Round 2 of IHDS
Sectors

Number of participants

Percentage

Farm (Sector=1)

39,088

58.46

Nonfarm (Sector=2)

15,390

23.02

Diversification (Sector=3)

12,385

18.52

66,863

100.00

Total
Source: Authors’ calculations from IHDS Data.

A comparison of the two rounds reveals that the
proportion of individuals opting for diversification
has increased significantly over time as compared
to participating solely in the farm or the nonfarm sector. The distribution of participation
of individuals in the various sectors, however,
suggests that farming continues to be the dominant
choice of the sample individuals. However,
individuals have also opted to pursue non-farm

activities along with farming rather than shifting
completely to non-farm. Obviously, the important
question in this matter is what proportion of
the agricultural work force does both and what
influences such decisions. The IHDS data set
allows us to select all such variables or factors that
determine the distribution of participation of the
individuals in the said categories of occupation.
The proposed relation can be formalized as

𝒋𝒋

𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝑷𝒊𝒊𝒊𝒊

= 𝒇𝒇 (𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰 𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒗𝒕𝒕 , 𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯 𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍𝒍 𝒐𝒐𝒐𝒐 𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆𝒆, 𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳, 𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽𝑽 𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕𝒕
𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨 𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳 𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯, 𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰 𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻)

Where, 𝒊𝒊 = 𝑭𝑭𝑭𝑭𝑭𝑭𝑭𝑭, 𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵, 𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫and 𝒋𝒋 = 𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊𝒊

where i= Farm, Non Farm, Diversification and j = individual

(1)
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Descriptive statistics of explanatory variables
are given in Table 3. Education (Literacy),
Education (College/Vocational Training), and
Education (Highest Degree) are all dummy
variables. Education (Literacy) is a binary choice
variable which has captured responses only in
terms of Yes/No. In case of Education (College/
Vocational Training), 0 denotes that the individual
never went to college or received vocational
training, 1 denotes that the individual attended

college and 2 denotes that the individual has
received technical training. Education (Highest
Degree) consisted of categories ranging from 0 to
9, which represent different levels of educational
attainments by an individual. The income variables
are in absolute form. Since, the income variable
here refers to net income (net of expenses),
negative income refers to those cases where gross
expenses exceed gross revenue or income earned.

Table 3: Descriptive statistics of explanatory variables used in the estimations
Mean

Minimum

Maximum

30029.1

Standard
Deviation
113411.5

-909625

1.10e+07

18713.86

68059.94

-106000

6190000

Diversification Income
(in Rs.)

14971.83

88832.4

-869825

1.12e+07

Government Transfers (in
Rs.)

91.2235

699.6431

0

40000

Land Holding (in ha)

2.302094

5.99751

0

400

Total Livestock

3.147994

6.181872

0

301

Education (Literacy)

0.654543

0.4755186

0

1

Education (College/
Vocational Training)

0.0856316

.3113461

0

2

Education (Highest Degree)

0.135829

0.6557591

0

9

Farm Income
(in Rs.)
Non-Farm Income (in Rs.)

Source: Authors’ calculations.
However, while undertaking the regression exercise,we use the mean differences in earnings for
respective sectors as the explanatory variables instead of just the sector-specific income. Mean difference
in earnings is calculated by:

𝑀𝑀𝑀𝑀𝑀𝑀𝑀𝑀 𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑𝑑 = 𝑌𝑌𝑗𝑗𝑗𝑗 −

∑ 𝑌𝑌𝑗𝑗𝑗𝑗
𝑛𝑛

(2)

where j=individual and n=sample size
All other independent variables used in the regression retain the similar forms as listed in the Table 3.
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3. Empirical Method and Specification
The econometric method adopted for
carrying out the analysis is Multinomial Logit
Model (MLM). In general a MLM is used when
we have to choose from among several discrete
alternatives. The technique of estimation by a
Multinomial Logistic Regression (MLR) is used
when the categories are unordered. MLR helps
in predicting the probability of the categorical
placement of the dependent variable, which in
turn depends on multiple explanatory variables.
Moreover, it does not make any assumptions
regarding normality, linearity or homoscedasticity
(Starkweather & Moske, 2011).
MLR can be deemed appropriate for the
data set used in this paper as it satisfies the
aforementioned statistical criteria. That is,
dependent variable consists of more than two
categorical outcomes which are unordered in
form and probability of occurrence of each of
these outcomes of the dependent variables as
function of more than one explanatory variable
to be predicted. The probability of an individual
choosing one particular alternative is referred
to as the response probability. The response
probabilities from all the alternatives must add
up to 1. In our case with three alternative choices
we determine two probabilities, which would
automatically determine the third.
If Xi is one of the factors that influence the
probability of choosing one particular alternative,
then the multinomial logit model can be represented
as:

𝜋𝜋𝑖𝑖𝑖𝑖 =

𝛼𝛼 + 𝛽𝛽 𝑋𝑋
𝑒𝑒 𝑗𝑗 𝑗𝑗 𝑖𝑖

𝛼𝛼 + 𝛽𝛽 𝑋𝑋
∑3𝑗𝑗=1 𝑒𝑒 𝑗𝑗 𝑗𝑗 𝑖𝑖

(3)

The subscript j attached to α and β represents
different values of the coefficient that varies from
one choice to the other. Presently, X denotes a

vector of explanatory variables while β represents
a vector of coefficients. In case of multiple
explanatory variables, one particular category
is chosen as the reference or base category and
the coefficients of the base category are set as
zero. If the first category is chosen as the base
category, then α1=0 and,β1=0 . The probabilities
are estimated as:

𝜋𝜋𝑖𝑖1 =
𝜋𝜋𝑖𝑖2 =
𝜋𝜋𝑖𝑖3 =

1

(4)

𝑒𝑒 𝛼𝛼 2 +𝛽𝛽 2 𝑋𝑋 𝑖𝑖

(5)

𝑒𝑒 𝛼𝛼 3 +𝛽𝛽 3 𝑋𝑋 𝑖𝑖

(6)

1+𝑒𝑒 𝛼𝛼 2 +𝛽𝛽 2 𝑋𝑋 𝑖𝑖 +𝑒𝑒 𝛼𝛼 3 +𝛽𝛽 3 𝑋𝑋 𝑖𝑖
1+𝑒𝑒 𝛼𝛼 2 +𝛽𝛽 2 𝑋𝑋 𝑖𝑖 +𝑒𝑒 𝛼𝛼 3 +𝛽𝛽 3 𝑋𝑋 𝑖𝑖
1+𝑒𝑒 𝛼𝛼 2 +𝛽𝛽 2 𝑋𝑋 𝑖𝑖 +𝑒𝑒 𝛼𝛼 3 +𝛽𝛽 3 𝑋𝑋 𝑖𝑖

These are referred to as the odds ratio in
favor of one outcome as opposed to the other. To
put these in perspective, for the present paper,
occupation in the farm sector denoted by Sector=1
has been taken as the reference or base category.
The Wald and likelihood ratio tests confirms the
validity of the model for the categories Sector=2
and Sector=3 in a combined manner. The empirical
results follow.
4. The Empirical Results
The result obtained from the multinomial
logistic regression model is represented with
the help of Table (4). It shows the estimated
coefficients, the standard error, and the measure
of goodness of fit of the model. The model
is significant at a level of 1% as given by the
likelihood ratio test.
The goodness of fit of the estimated model is
shown by the value of Pseudo-R2 which is 0.207
in this case. The model has overall significance,
which is revealed by the statistical significance of
the LR-statistic.
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Table 4: Determinants of occupational choice of rural individuals in India: Estimates based on
Multinomial Logistic Regression
Explanatory Variables

Non-Farm Sector = 2

Diversification = 3

Farm Sector Income
Mean Difference

-.0000173**
(1.63e-06)

-7.21e-06**
(8.07e-07)

Non-Farm sector Income
Mean Difference

.0000604**
(3.36e-06)

.000019**
(2.09e-06)

Diversification Income
Mean Difference

-.0000243**
(3.22e-06)

7.05e-06**
(8.08e-07)

Govt. Benefit Income

.000016*
(.0000157)

.0000334*
(.0000178)

Land Holding Size

-.3276348**
(.0267892)

-.027356**
(.0054493)

Total Livestock

-.0781902**
(.0078377)

.0088534**
(.0017955)

Education Literacy

.5744327**
(.0223417)

.375394**
(.025892)

Vocational Training

.4301389**
(.0552472)

.0024706**
(.0613186)

Highest Degree

.2206986**
(.0274557)

.2418621**
(.028423)

Intercept

-.4671651**
(.0529145)

-1.440547**
(.041135)

Number of observations = 148,910. Wald chi 2(18) = 3148.39
Prob > chi2 = 0.0000
Log pseudo likelihood = -5.990e+08

Pseudo R2

=

0.2075

Note: ** and * indicate significant at 5% and 10% level respectively.
Source: Authors.
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Table 4 shows the variables which influence
the participation of individuals in one occupation
category as opposed to the other, the categories
being farm, non-farm, and diversification (which
is a combination of both farm and non-farm).
The results shows that choice to opt for the nonfarm sector and the diversification sector are both
negatively (and significantly) affected by mean
difference in earnings from the farm sector.
A rise in the mean difference in earnings in the
non-farm sector, however, raises participation in
the diversified sector also in addition to the own
effect. An increase in the size of landholding
dissuades households from choosing non-farm
and diversified activities. In comparison, bigger
owners of livestock tend to choose more of
diversified activities and less of exclusive nonfarm activities, although the effect of the former
is smaller in magnitude. Higher literacy tends to
shift individuals more towards non-farm activities
(probability at 58 percent) and diversified activities
(probability 37 percent) leaving a smaller room
for rise in farm occupation. However, even
higher degrees are not necessarily helpful for
rural occupation diversification, perhaps because
individuals migrate out with more tertiary
education. Note that, we have also included
a standard determinant of labor supply and
occupation choice in the empirical specification,
namely, public income transfers, because nonincome support usually affects individual decision
significantly in this regard. The estimation results
in column (1) of Table 4 show that the transfers
from various government benefit schemes such as
Annapurna, old-age pension, maternity benefits,
etc. is relatively less significant in influencing
the decision of the individual to participate in the
non-farm sector. Further, the results show that the
effect of the mean difference in earnings from the
farm sector is negative, implying that greater is
the value of the explanatory variable in question,
lesser is the likelihood that the individual will opt
for the non-farm sector. In other words, higher
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is the mean difference in income from the farm
sector, quite naturally, greater is the chance of the
individual to venture into the farm sector. Mean
difference of earnings partly explain the variances
or fluctuations in income and a positive fluctuation
usually promotes higher participation. Generally,
a higher mean income and a high variance reflect
some degree of risk taking ability on the part of
the individual. A negative likelihood ratio for the
mean difference in earnings from diversification
is indicative of the fact that greater the variation
in earnings from diversification, less likely it is for
the individual to opt for the non-farm sector. We
also find that greater the size of the landholding as
‘owned’ by the individual, less likely it is for the
person to pursue occupation in the non-farm sector
as opposed to the farm sector. This implies that if
the area of cultivable land owned by an individual
is larger, he/she would prefer to practice cultivation
on a higher scale. A negative coefficient for total
livestock actually influences individuals to choose
the diversification mode significantly and avoid
being on the non-farm sector exclusively. It is also
indicative of some degree of complementarity,
wherein, livestock being crucial for farming
a greater stock can fetch higher income from
the farm sector as well. However, the effects of
literacy, attending college or vocational training,
and the educational qualification of the individual
are positive and significant in influencing the
decision of the individual to choose non-farm
sector over farm sector. While we do not have
the scope to explore this presently, but in general,
the inter generational mobility of occupation (see
Nandi and Kar, 2015 viz.) away from traditional
farming is associated with social stigma with
certain occupations, lack of dignity of labor in
Indian societies, etc. A positive likelihood ratio
indicates that if an individual is literate, and he/
she has a higher educational qualification having
attended college or vocational training, then it is
more likely that the individual would prefer to
seek occupation in the non-farm sector as opposed
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to venturing into the farm sector. In fact, higher
education has always been linked to occupations
other than those involving agricultural activities,
especially in the absence of land holdings and
other assets. Evidences [viz. Yang, 1997; Schultz,
1988] clearly and significantly indicate that
secondary schooling or beyond are more likely to
push individuals into non-agricultural activities as
the present results confirm.
In Column (3) of Table 4 we show how each
of these elements affect the decision to choose a
diversified portfolio as compared to farming as the
benchmark choice. In each case the coefficients
are statistically significant with expected signs to
help us argue that shifting to a mixed portfolio is
associated with diversifying risk as well. This is
common for most applications of choice under
uncertainty. Note that, all farm and non-farm
activities are exposed to uncertain turn of events
owing to natural shocks and therefore, the income
determination process engages with risk taking
ability of individuals. While we do not measure
risk explicitly, the choice of occupation acts as a
proxy.
5. Discussion and Concluding Remarks
According to the Census of India, 2011, 69
percent of the population continues to live in
the rural areas of the country and depend largely
on agricultural and non-agricultural sources of
income. Despite significant growth in the process
of urbanization in the country, dependence on rural
activities is still significant and approximately
42.7 percent of the workforce earns its livelihood
from farm and non-farm activities as the primary
source. However, within the agricultural sector,
there is substantial lack of mobility between
alternative occupations. Generally, individuals
(men) who leave rural residence for shorter
stays as migrant in urban areas and work in nonagricultural sectors, choose to engage with nonfarm activities on return. Otherwise, the rigidity
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of occupational choice is quite strong among
most individuals. Often, incentives are offered
to diversify between sub-sectors in the rural area
mainly in order to cope with income shocks and
vagaries of nature and unanticipated shocks in
demand both contribute to significant income
variances for those associated with agricultural
activities. The public policies are often directed
towards allowing individuals to choose animal
husbandry as a major alternative to farming
activities, but there are many more such activities
within the larger ambit of the unorganized sector.
We will discuss the possibilities available from such
options briefly, before we conclude, essentially as
a future direction the present evidence may take in
view of a more detailed classification of non-farm
activities in the rural areas.
As discussed before, primarily four basic
factors are influential in determining occupational
choices, namely, risk and uncertainty, financial
constraint and wealth endowment, human capital
of individuals, and certain demographic and socioeconomic factors. As a reminder, the agricultural
income (GDP at factor cost) consists of income
from crop output (field and plantation crops),
livestock, fisheries and forestry. The growth of
agricultural income during the 90’s was not only
satisfactory and significant; it was even marginally
higher than the corresponding rate of growth in
the 80’s. The income trend for allied activities
was encouraging. In case of livestock, although
the income growth is the highest among all allied
activities, the growth rate in the 90’s declined over
the previous decade. Since the 1980s, livestock
has been growing at a rate of more than 4 per cent.
As a result of high growth, the livestock output is
now more than one-fourth of the agricultural (crop
and plantation) output; the corresponding figure
in the year 1980-81 was less than one-seventh.
Livestock sector grew at an annual rate of 5.3%
during 1980s, 3.9% during 1990s and 3.6% during
2000s. Despite deceleration, growth in livestock
sector remained about 1.5 times larger than in
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the crop sector which implies its critical role in
cushioning agricultural growth.
However, even conservative estimates show
that in order to accommodate the entry into the
labor force while transiting into a demographically
young society, the growth of agricultural
production has to be multiple times what it is
now, lack of which suggests that diversification
into other activities is unavoidable. The present
paper is an attempt to investigate the influence of
factors that would drive this outcome. We do find
results largely in conformity with what one would
expect in terms of the probability to switch sectors
completely or at least to diversify. However, we
are also mindful of the concern that we do not
engage with some other variables that could also
add to the explanatory power of our specification
and therefore, might be suffering from omitted
variables bias to some extent. We hope to include a
bigger set of variables in future, while also adding
newer information at the individual level.
Acknowledgement
This paper is partly drawn from the Dissertation
of Mr Swayambhu Mukherjee towards award of
the M.Phil degree at the Department of Economics,
Calcutta University. The authors thank seminar
participants at Calcutta University for comments
and the Editor-in-Chief of this Journal, Prof. M.R.
Narayana at FPI, Bengaluru, for the invitation to
contribute and for suggestions on an earlier draft.
The usual disclaimer applies.
References
Alston J and Pardey, P (2014). Agriculture
in the Global Economy. Journal of Economic
Perspectives, 28(1),121-146 pp.
Benjamin, C., (1994). The Growing
Importance of Diversification Activities for French
Farm Households, Journal of Rural Studies, 10,
(4), pp.331-42.

47

Deichmann, U, F. Shilpi and R. Vakis (2009).
Urban Proximity, Agricultural Potential and
Rural Non-farm Employment: Evidence from
Bangladesh, World Development, 37(3), pp. 645660.
Dercon, S. (1996). Risk, Crop Choice and
Savings: Evidence from Tanzania. Economic
Development and Cultural Change, 44(3), pp.
485-513.
Ellis, F. (1998). Household strategies and
rural livelihood Diversification, The Journal of
Development Studies, 35:(1), 1-38.
Gupta, D. (2005). Whither the Indian Village:
Culture and Agriculture in ‘Rural’ India, Economic
and Political Weekly, 40(8), pp. 751-758.
Hazell, P. B.R., Haggblade, S and Reardon,
S (2007). Structural Transformation of the Rural
Non-farm Economy, in S. Haggblade, P.B.R.
Hazell, and T. Reardon, eds., Transforming the
Rural Non-farm Economy (Baltimore: Johns
Hopkins University Press).
Hazell, P. B.R., Haggblade, S and Reardon, T
(2010). The Rural Non-farm Economy: Prospects
for Growth and Poverty Reduction. World
Development. 38(10), pp. 1429-1441.
Hearn, D, K. McNamaraand L. Gunter (1996),
Local Economic Structure and Off-Farm Labour
Earnings of Farm Operators and Spouses, Journal
of Agricultural Economics, 47, (1), pp. 28-36.
Imai, K, R. Gaiha and G. Thapa (2015), Does
non-farm sector employment reduce rural poverty
and vulnerability? Evidence from Vietnam and
India, Journal of Asian Economics, 36(C), pp. 4761.
Janvry, A and Sadoulet, E (2001). Income
Strategies Among Rural Households in
Mexico: The Role of Off-farm Activities. World

48

Development, 29 (3), pp. 467-480.
Kelly, C. and B. W. Ilbery, (1995), Defining and
Examining Rural Diversification: A Framework
for Analysis, Tijdschriftvoor Economische en
Sociale Geografie, 85(2), pp.177-85.
Lanjow, J and P. Lanjow (2001).The rural nonfarm sector: issues and evidence from developing
countries,Agricultural Economics, 26, pp.1–23.
Lobao, L.,and K. Meyer (2001). The Great
Agricultural Transformation:Crisis, Change, and
Social Consequencesof Twentieth Century US
Farming, Annual Review of Sociology, 27, pp.
103–24.
Mishra, A., Morehart, M., El-Osta, H.
S., Johnson, J. D., & Hopkins, J. W. (2002).
Income, wealth, and well-being of farm operator
households. Agricultural Economics Report No.
812, Economic Research Service, U.S. Department
of Agriculture, Washington, DC.
Mishra, A.K. and H. El-Osta (2008). Effect of
agricultural policy on succession decisions of farm
households, Review of Econ Household (2008) 6:
pp 285–307.
Mujumdar, N (2002). ‘Rural Development:
New Perspectives’, Economic and Political
Weekly, Vol 37, pp 3983-87.
Nandi, T and S. Kar (2015), Short-term
Migration and Inter-generational persistence of
Industry in India, IZA Discussion Paper # 9283.
IZA, Bonn.
Reardon, T., C. Delgado, and P. Matlon (1992).
Determinants and effects of income diversification
amongst farm households in Burkina Faso. The
Journal of Development Studies, 28 (2).
Reardon, T., J. Taylor, K. Stamoulis, P.
Lanjouw, and A. Balisacan (2000). Effects of Non-

Leveraging Non-Farm Income

Farm Employment on RuralIncome Inequality in
Developing Countries: An Investment Perspective,
Journal of Agricultural Economics, 51, 2, pp. 266288.
Reardon, T., Berdegue, J., Escobar, G. (2001).
Rural Nonfarm Employment and Incomes in Latin
America: Overview and Policy Implications.
World Development, 29 (3), pp. 395-409.
Schultz, T. Paul (1988). Education and
Investment Returns. Handbook of Development
Economics, Chapter 13, Vol. 1, pp. 543-630
Starkweather, J. & Moske, A. K. (2011).
Multinomial
LogisticRegression.
Retrieved
f r o m h t t p : / / w w w. u n t . e d u / r s s / c l a s s / J o n /
Benchmarks/MLR_JDS_Aug2011.pdf.
Yang, Dennis Tao (1997). Education and OffFarm work. Economic Development and Cultural
Change Vol. 45, No. 3, pp. 613-632World Bank
(2017), Annual Report: 2017. Washington DC.
The World Bank.
World Bank (2012), Annual Report: 2012.
Washington DC. The World Bank.

Aarthika Charche - Vol 5 No.1, 2020

49

Achieving Financial Inclusion through Elderly Self Help
Groups: Insights from a small field survey in India
S.Siva Raju1
Abstract
Population ageing is an important emerging demographic phenomenon in India, warranting a
strong multi-sectoral policy and programme response to deal with many significant implications for
the elderly in particular and society at large. In the context of India, the needs of the older persons
are several and vary from inadequate income to ill health, absence of social security, role loss and a
lack of opportunities for productive use of free time. In India and in many other parts of the developing
world, as people age, livelihood insecurity increases especially for the rural poor, and this coupled with
inadequate social protection, worsens their vulnerability. Help Age India facilitated in the creation of
Self Help Groups(SHGs) with provision to lend small amounts to the elderly members and helped them in
resuscitating their life. An End Term Evaluation of Help Age International’s Livelihood and Empowerment
of the Elderly Project was recently carried out and the present paper is based on the findings from this
study. The findings indicated that the elderly moved from a situation of complete family dependency to
self-reliance after joining the Elderly SHGs. If the concept of Elderly SHGs is to be replicated elsewhere,
the institutionalized support will form an important pre-condition.
1. Introduction
Population ageing is an important emerging
demographic phenomenon in India, warranting
a strong multi-sectoral policy and programme
response to deal with many significant implications
for the elderly in particular and society at large.
India, the world’s second most populous country,
has experienced a dramatic demographic transition
in the past 50 years, entailing almost a tripling
of the population over the age of 60 years. This
pattern is poised to continue. It is projected that the
proportion of Indians aged 60 and older will rise
from 7.5% in 2010 to 11.1% in 2025. Longevity
by itself is to be celebrated but for the increasing
vulnerabilities of the elderly arising out of poverty,
income insecurity, illiteracy, age related morbidity,

feminization, dependency and decreasing support
base. Hence, older people are being identified as a
priority group in implementation of social welfare
policies and government interventions.
All over the world, development has
contributed towards increasing longevity.
Advancement in medicine and lifesaving
technology coupled with improvements in
nutrition, sanitation, education and economic wellbeing have contributed to increasing the life span.
This is of significance as healthy and active older
persons are a benefit to society at large. However,
the “challenge is to provide opportunities for
people to age with dignity and
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security, enjoying life through the full
realization of all human rights and fundamental
freedoms” (United Nations Population Fund
(UNFPA) and Help Age International, 2012).
In the context of India, the needs of the older
persons are several and vary from inadequate
income to ill health, absence of social security,
role loss and a lack of opportunities for productive
use of free time (Siva Raju, 2000). Further,
these are experienced differentially due to the
heterogeneous nature of elderly in India. The
forces of industrialization and globalization have
compromised the capacity of the informal support
systems of family, kinship and community to
provide social security to its members, including
older persons. Scholars note that, “gradual
nuclearization of the joint family, erosion of
morality in economy, changes in the value system,
migration of youth to urban areas for work
and increasing participation of women in the
workforce are important factors responsible for the
marginalization of older persons in rural India. As a
result, the elderly persons depend on ‘money-order
economy’ and their intimacy with their children is
only from a distance” (Vijaykumar, 1999 as cited
in Siva Raju, 2011). Such a ‘crisis in caring’ has
contributed to the alienation of older persons from
the mainstream and their being discounted by the
younger generation. Subsequently, the incidence
of conflicts, lack of respect, decline of authority,
neglect and sometimes even exploitation or
abuse is becoming more widespread. Financial
insecurity is a concern, as a majority of the elderly
live below the poverty line. In particular, absence
of savings and loss of livelihood adversely affects
the standard of living as age progresses.
The three main pillars of active ageing
are health, participation and security (WHO,
2002). These all determine the way individuals
and population age. Ageing experiences are
determined by several factors that surround the
individual, society and nation. United Nations

principles for the older persons-interdependence,
participation, care, self-fulfilment, and dignityguide this framework. Social support system,
accessibility to the institutions in the community,
volunteerism and learning opportunities- all ensure
the participation of elderly in the community.
Participation facilitates a productive contribution
of the elderly in society. India’s National Policy for
Senior Citizens draft (2011) focuses on providing
opportunities to senior citizens to continue
contributing and participating in society. It
counts on the educational provision, employment
opportunities, senior centres/forums/associations
and other programs for participation. Enhancing
the social participation of elderly is a key factor in
achieving the goal of successful ageing.
2. Livelihood and Empowerment of India’s
Elderly: Earlier Evidences
Earlier studies have examined the various
measures adopted by the elderly to meet their
livelihood requirements (Rajan, Mishra and
Sarma, 1999; Alam, 2006; Alam, James, Giridhar,
et. al. 2012). A study presented by Alam and Yadav
(2013) clearly indicated a low economic condition
of the elderly, with physical labour as their only
asset to survive. They used this asset, largely
involuntarily, either for serving their families or
working in the informal economy.
A study on the State of Elderly in India 2014
by HelpAge India reveals that many of the welfare
schemes introduced by the government remain
ineffective. High prevalence of disability, frailty,
illiteracy, landlessness, lack of access to major
civic amenities, poor work history, contributed to
their destitution and later life vulnerabilities and
the study strongly supports family institutions to
ensure elderly care. The role of non-government
organizations (NGOs) and community-driven
services was considered important to meet the
fast-emerging challenges.
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Apart from the size of elderly population
with economic deficiencies, there are some other
compelling but related issues that bring later life
poverty at the centre of growing debate on ageing
in India. First, the feminization of ageing in the
country with elderly women outnumbering their
male counterparts. Second, which bears a close
relation to the first, the high rate of widowhood
among elderly women that becomes traumatically
disabling at age 80 and beyond. Obviously, both
outcomes of the country’s shifting population
structure – i.e., feminization of old age and growing
widowhood with rising ages - are seriously fraught
with many unrecognized implications for the
economy and society. With subdued, rather highly
insufficient, public and private transfers and lack
of functional and other efficiencies among the
elderly due to deficient skills and poor health, the
growing incidence of old age poverty portends
catastrophic vulnerability in the event of any
natural or other form of calamity (Moneer, 2016).
In a transforming society like India, where market
institutions are superseding many traditional
values, the former primacy accorded to care of the
elderly as part of its long-drawn tradition seems to
have given way to more individualistic values and
younger population are decreasingly sacrosanct
for the elders. In this scenario, community-driven
measures to bring them opportunities for economic
sustenance is perhaps an option that needs to be
explored seriously.
A recent study by Subaiya and Dhananjay
(2011) on demographic transition and accelerating
growth in ageing shows the elderly sex ratio (i.e.,
number of females per 100 males) increasing from
94 in 1991 to 105 in 2011. Among the oldest old
(i.e., 80+), this ratio is expected to follow a more
disturbing pattern and was shown growing from
92 in 1991 to 116 in 2011. In 2026 it’s expected
to be 136. Subaiya and Dhananjay (2011) have
also shown a very high differential in shares of
widowers and widows at age 80 and beyond. The
former was given as 29 percent while the latter
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was 71 percent. Obviously, loss of spouse at higher
ages poses serious poverty issues, especially for
women.
The observations of Alam and Yadav (2013)
were further substantiated by a series of studies
conducted by UNFPA, India (2011-2016) known
as “Building a Knowledge Base on Population
Ageing in India (BKPAI)”. While reconfirming
the involuntary engagement of elderly persons
in low-paid informal economic activities, the
BKPAI study also highlights for example; their
high susceptibility to serious livelihood risks, poor
access to major publicly-financed old age benefit
schemes, high prevalence of stress both physical
and psycho-mental, non-communicable diseases,
absence of or limited ownership of productive
assets, large-scale economic dependence on
families, filial neglect and abuse. Further, with
some variations, these disadvantages were found
to have severely influenced the elderly’s selfworth and have also caused them to face serious
livelihood challenges.
In India and in many other parts of the
developing world, as people age, livelihood
insecurity increases especially for the rural poor,
and this coupled with inadequate social protection,
worsens their vulnerability. Even as the proportion
of the elderly in the total population increases,
public and family interest in their livelihood issues
wanes. Some recent evidence (Moneer, 2016)
suggest that community intervention by non-profit
social organizations and self-help groups (SHGs)
can contribute in a major way and prove to be a
useful tool to improve the livelihood security of
the elderly. A strong initiative has emerged to link
such elderly people—whether rural or urban—
with financial provisioning by forming elderly
self-help groups (ESHGs) to generate thrift and
extend credit to the needy. These elderly selfhelp groups with 12 to 15 members each adopt a
cluster-based approach to expand their outreach
and coverage.
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Help Age India, working in the country to
help the elderly since 1978, drew a detailed plan,
initially for the victims of the tsunami, to make
them bankable with community-based initiatives
without assistance from the government agencies
or financial institutions. This initiative led to the
creation of these groups with provisions to lend
small amounts to the elderly members and help
them in resuscitating their lives. The first elderly
self-help group came into existence in 2005. Since
then, these groups have shown an impressive
record as they have increased to 6715 (till March
2015).An End Term Evaluation of Help Age
International’s Livelihood and Empowerment
of the Elderly Project was carried out during
September 2019 to January 2020 and the present
paper is based on the findings from this study.

other stakeholders associated with elderly care in
the study areas are also covered as part of the study.
A proportionate random sampling was adopted
for the study, since the number of older persons,
beneficiaries and number of ESHGs varies across
the five study states viz Madhya Pradesh, Bihar,
Odisha, Andhra Pradesh and Tamil Nadu. In
total, there were 222 respondents (67 males and
155 females).The necessary data from the sample
respondents of the survey has been collected by
trained field investigators with the help of semi
structured interview schedule. The data related to
various issues is individually analyzed and further
cross-tabulated with various socio-economic,
demographic, health and cultural variables.

3. Methodology and Data

The various socio-demographic, economic,
food and health aspects and social participations
of elderly are presented below, separately for
males and females.

Both quantitative and qualitative approaches
were used in the above End Term Evaluation
study. The methodology was a comprehensive
one, as various tools of data collection like,
interview schedules, field observations, meetings
and group observations were used. A sample
survey of older persons and also few beneficiaries
of various programs and schemes related to elderly
care was conducted. The qualitative approaches
such as focus group discussions and case studies
of older persons, elderly beneficiaries, the staff
associated with the programs implemented for
elderly care, representatives of community based
organisations/ federations of older persons and

4. Findings

4.1 Socio-demographic characteristics
Table 1 summarizes the socio-demographic
background characteristics of sample elderly.
These Characteristics are related to mean age, sex,
marital status, religion, caste, educational status,
type of family, type of living arrangement and
chief earner of household.

Table 1: Socio-demographic characteristics of the elderly persons
Socio-demographic status
Mean Age (years)
Sex
Female
Male

Male
N=67
65.89

Female
N=155
62.67
69.82

30.18

Total
N=222
64.28
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Marital Status
Married
Widowed
Deserted
Never married
Religion

96.15
3.85
0
0

66.41
30.47
2.34
0.78

75
22.78
1.67
0.56

Hindu
Muslim
Christian
Caste

92.31
3.85
3.85

99.22
0.00
0.78

97.22
1.11
2.34

General
OBC
SC
ST
Others
Educational Status

11.54
73.08
5.77
5.77
3.85

3.91
60.16
7.03
17.97
10.94

6.11
63.89
6.67
1.44
8.89

Illiterate
Primary
Secondary
SSC
HSC
Other
Type of family

34.62
32.69
21.15
7.69
1.92
1.92

64.84
16.41
11.72
6.25
0.00
0.78

56.11
21.11
14.44
6.67
0.56
1.11

Nuclear
Joint
Extended
Type of living arrangement

55.77
44.23
0

74.22
25.00
0.78

68.89
30.56
0.56

Living alone
Living with spouse only
Living with children/relatives
Destitute
Chief earner of household

1.92
19.23
76.92
1.92

18.75
32.03
49.22
0.00

13.89
28.33
57.22
0.56

Self
Spouse
Son
Daughter
Grandchildren
Others

30.77
7.69
61.54
0.00
0.00
0.00

37.50
28.13
29.69
3.13
0.78
0.78

35.56
22.22
38.89
2.22
0.56
0.56

Note: Except mean age, all figures are percent to sample size of male, female and total.
Source: Author’s survey
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The average age of the elderly sample is 64.28
years (with the male average higher than the
female average). The female respondents were
69.82% of the study sample. Around 75% of the
study samples were presently married. The share
of male elderly who were married were 96.15%
whereas only 66.41% of the female elderly were
married. About 30.47% of females were widows
whereas only 3.85% of the males were widowers.
Most of the sampled elderly were Hindus. Other
Backward Caste (OBC) population were the
highest composed caste in the study. Around 56%

of the sample were illiterate and around 21% were
primary educated. Around 69% of the sample
were in nuclear family and 31% in joint family.
57% of the sample were living with children
or relatives. This was much higher for males
(76.92%) compared to females (49.22%). 32.03%
of the females lived with spouse only whereas the
same proportion for men were only 19.23%. The
respondent, spouse or son was the chief earner of
the household in most of the cases. Spouse was
the chief earner in the households of more female
respondents than males.

4.2. Economic Situation
Basic indicators of economic status of sample elderly persons are summarized in Table 2.
Table 2: Indicators of economic status of elderly persons
Present economic situation
Male
N=67
In debt
26.92
Not enough for basic needs
5.77
Just enough for basic needs
19.23
Enough to get on and little extra
42.31
Always have money left over
5.77
Source: Author’s survey.
Around 31% of the respondents were in debt.
Being in debt was more prominent among females
compared to males (with 32.81% among females
and 26.92% among males respectively). At the
same time, around 32% of the respondents also
had money to get on and a little extra. Among
the elderly who responded in this category, the
reverse was true about in terms of the sex pattern
compared to population who were in debt. This
means that there were more males (42.31%)
who had enough to get on and little extra than
their female counterparts (27.34%). Together, a
substantial share of elderly were also in the not
enough or just enough for basic needs category.
The sources of income support for elderly
persons are given in Table 3. Son was the source of

Female
N=155
32.81
14.84
21.09
27.34
3.91

Total
N=222
31.11
12.22
20.56
31.67
4.44

income for most of the elderly respondents. While
this was true for 51.92% of the male respondents,
Around 31% of females also were in this
category. Old-age pension and agriculture related
activities were also the sources of income for
substantial share of elderly. While the share of
males and females who were receiving old-age
pension as a source of their income were almost
similar, there were a higher share of male elderly
who were receiving income from agriculture
related activities. Some of the elderly population
had multiple sources of income. Around 29.44%
of the elderly received wages or salary. Women
who had this source of income (32.03%) were
higher than their male counterparts (23.08).
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Table 3: Source of income support for the elderly persons
Source of income
Male
support
N=67
Son
51.92
Daughter
0
Wages/Salary
23.08
Superannuation/Pension
0
Old-age pension
32.69
Business
7.69
Rent
1.92
Agriculture
36.54
Source: Author’s survey.
Note: Some elderly have multiple sources of income.
.

Female
N=155
31.25
2.34
32.03
2.34
32.03
10.16
3.91
21.09

Total
N=222
37.22
1.67
29.44
1.67
32.22
9.44
3.33
25.56

4.3. Association with ESHG

to join the ESHG due to motivation from their
neighbours in comparison with the males who
Help Age staff were the motivators for
were motivated by their neighbours. Around
the respondents to join ESHG. Other key
6.25% of the females were also motivated by the
motivators of association of elderly persons
senior citizen associations to join the ESHG. Most
with ESHGs are given in Table 4. This pattern
of the respondents were active participant in the
is more substantial among males than females.
ESHG (68.33%). A higher share of women hold
Neighbors and Senior Citizen Associations were
some position in ESHG as compared to men. A
also important motivators for the elderly. Around
higher share of men was in other roles in ESHG in
twice the proportion of females were motivated
comparison to women.
Table 4: Key motivators of elderly persons’ association with ESHG
Motivator to join ESHG
Self
Family
Neighbour
Friends from previous employment
HelpAge Staff
Senior Citizens Association
Role in ESHG
Holding any position
Active participant
Others
Source: Author’s survey.

Male
N=67
1.92
1.92
7.69
0
88.46
0

Female
N=155
0.78
1.56
15.63
0.78
75
6.25

Total
N=222
1.11
1.67
13.33
0.56
78.89
4.44

7.69
65.38
26.92

27.34
69.53
3.13

21.67
68.33
10
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4.4. Financial Inclusion

experienced a rise in their wealth after joining
ESHG. This share was higher among males
(84.44%) than their female counterparts (61.7%).
It is expected that with access to loan and its
utilization in income generation activities carried
out by ESHG members, the poverty level among
the elderly may come down, as is reflected in their
increase in wealth.

Experience of ease of doing loan transactions
in ESHG by elderly persons are given in Table
5. Around 80% of the respondents were granted
required internal loan by the ESHG, and around
75% of the respondents are repaying the loan
on time. Around 69% of the respondents have

Table 5: Experience with loan related matters in ESHG by elderly persons
Loan related matter
Granted required internal loan by ESHG

Male
N=67
82.22

Female
N=155
78.13

Total
N=222
79.43

Repayment of loan on time

75.56

75

75.18

Any increase in wealth after joining
ESHG

84.44

61.7

69.06

Source: Author’s survey.
4.5. Changes experienced after joining ESHG
Table 6 shows the changes in various
dimensions experienced by the elderly after joining
the ESHG. About 76.84% of the respondents have
experienced changes in their dignity in the family
after joining the ESHG. Similarly, 76.11% of the
elderly experienced a change in the relationship
with the community after joining in the ESHG.
A change in financial situation (65.56%), social

status (67.78%) and behaviour of young members
(61.45%) were also experienced by substantial
share of elderly. A comparatively lower change in
health status was observed (52.78%). The changes
experienced by female respondents were lower
than their male counterparts in all the dimensions
considered.

Table 6: Changes experienced after joining ESHG
Percentage experiencing changes in:

Male
N=67

Female
N=155

Total

Financial situation

76.92

60.94

65.56

Social status

80.77

62.5

67.78

Health

53.85

52.34

52.78

Behaviour of young members

69.23

58.27

61.45

Relationship with community

86.54

71.88

76.11

Dignity in family

81.25

74.6

76.84

Source: Author’s survey.
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5. Way Forward

livelihood activities.

The elders interviewed moved from a situation
of complete family dependency to self-reliance
after joining the ESHGs. Their income and
savings increased and the group helped them in
asset creation, enterprising activities, expansion of
business, enhancement of family income, increase
in agricultural productivity and setting up of a
small scale business. They are able to help their
family, conduct marriages of their children and
provide higher education to their grandchildren.

The perception of banking institutions towards
the elderly is changing already. In the formative
period, banks refused to open accounts for the
ESHGs due to their age, doubting the ability and
capabilities of elderly. Now every ESHG has a
bank account. Only by means of such institutional
support can the good practice of ESHG be
replicated in other parts of the country.

The main reason for this success is their strong
sense of hand holding, mutual trust and spirit to
cooperate with others in the successfully running
of ESHGs. However, the ESHGs are yet to get
institutionalized support. Neither government nor
banks have shown any interest in these groups. It
should be noted in this context that these elders
have succeeded because of their entrepreneurship
skill. If the concept of ESHGs is to be replicated
elsewhere, the institutionalized support will form
an important pre-condition.

The paper is based on a major study conducted
by the author titled End term Evaluation of Project
ASTITVA- II of Help Age India on “Livelihood and
empowerment of the Elderly (LEEP)”.The author
hereby acknowledges the support and cooperation
received from Mr. Mathew Cherian, CEO, Help
Age India and Dr Imtiaz Ahmed, Co-ordinator,
Help Age while carrying out the study. The able
assistance received from Mr. Arun B Chandran,
Ms.Khushboo Ahire and Mr. Gandharva Pednekar,
and TISS is highly acknowledged. However, usual
disclaimers apply.

Financial inclusion can be of greater scale.
On one side members are prepared to save more,
and on the other, they expect greater amount of
financial help in the event of increasing investment
needs even in the micro business enterprises.
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Valuation of Ecosystem Services and their Implications
for Accounting for Natural Capital in Karnataka
M. Balasubramanian1
Abstract
This paper describes the value of ecosystem goods and services provided by three protected areas
(Biligiri Rangaswamy Wildlife Sanctuary, Nagarahole National Park, Bannerghatta National Park)
in the Western Ghats region in Karnataka, using both primary and secondary data, and analyze their
implications for construction of a System of Environmental Economic Accounts (SEEA). Primary data
is used for estimation of economic value of ecosystem services such as provisioning services through
a survey of 148 soliga tribal households who are engaged in collection of non-timber forest products.
Secondary data is used for valuation of carbon sequestration and soil prevention. Further, the value
of recreational services is estimated by Individual Travel Cost Method for three protected areas by
interviewing 425 tourist visitors. The main results show that (a) the estimated total economic value of
forest ecosystem services is about Rs138.4 million from the three protected areas in Karnataka; and (b)
the recreation services have the highest value among the other ecosystem services followed by carbon
sequestration, soil erosion and provisioning ecosystem services. These results are useful to support for
policy decision-making related to the better environmental and natural resource management at the
local level and integrating ecosystem services into the state and national income accounts for achieving,
among others, the UN-SDGs as they are related to the Goal 1 (No poverty), Goal 2 (Zero hunger), Goal
3 (Good health and well-being), Goal 6 (Clean water) and Goal 13 (Climate action) in Karnataka State.
1. Introduction
The main objectives of the paper are to (a)
introduce the broad framework for economic
valuation of forest ecosystem services, such as,
provisioning, regulating and cultural services;
and (b) develop the ecosystem asset values by
types of ecosystem services for three protected
areas (Bilgiri Rangaswamy Wildlife Sanctuary,
Nagarahole National Park, Bannerghatta National
Park) in the Western Ghats region in Karnataka
through a System of Environmental Economic
Accounts (SEEA). These analyses use both
the primary and secondary data. Estimation of
economic value of ecosystem services such as

provisioning services is based on small sample
survey of 148 soliga tribal households involved in
collection of Non-timber Forest Products (NTFPs).
Secondary data from different sources are used for
determining the value of carbon sequestration and
soil prevention. Further, the value of recreational
services is estimated through the Individual Travel
Cost Method (ITCM) for the above three protected
areas by interviewing 425 tourist visitors. The
current natural capital accounting in India and
Karnataka’s case study are contextualised by a
brief review of recent literature review on natural
capital and natural capital accounting.
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Natural capital is one the important sources
of human well-being (Barbier, 2015) and broadly
includes the land, forests, fossil fuels, minerals,
fisheries and all other natural resources, regardless
of whether or not they are exchanged in markets
or owned” (Barbier, 2019: p.14). Natural capital
also plays a vital role in the wealth of nation. For
instance, Daily et al (2000) described that the
world’s ecosystems are capital assets and include
the production of goods (e.g. seafood food and
timber), life support processes (e.g. pollination
and water purification), and life-fulfilling (e.g.
beauty and serenity). In addition, natural capital
has a vital role in the socio and economic support
of many developing countries.

household income in 29 villages in Zimbabwe.
Angelsen et al (2014) estimated natural capital
provided 27 per cent income of 24 developing
countries, especially 77 percent of income from
natural forests. Natural capital accounting is done
to ensure the linkages between economy and the
environment. It measures the changes in the stock
of natural capital, on various scales. Natural capital
accounting also provides insights into the economic
significance in the wealth creation, livelihood and
poverty reduction in many developing countries.
There are several studies which construct the
accounts for environmental goods and services for
decision making (Costanza et al, 1997; Bateman
et.al., 2013; Balasubramanian, 2019).

2. Review of studies

It is well known that the existing UN-SNA
based National Income and Product Accounts
do not include the value of natural resources in
terms of positive or negative externality from the
environmental goods and services. Thus, the UN
has developed a methodology for environmental
goods and services called Environmental and
Natural Resources Accounting. The System of
Environmental Economics Accounting (SEEA) is
the central framework that includes physical and
monetary accounts for a range of natural resources
such as renewable and non-renewable resources.
Physical flow accounts covered the flows of natural
inputs, products and residuals with interaction
between economy and environment. Further,
SEEA is a multipurpose conceptual methodology
for illustrating the linkages between the economy
and environment, and the stocks and changes in
stocks of environmental assets (UN, 2014).

Review of studies is classified into studies on
valuation of natural resources and natural capital
accounting with special reference to India and
Karnataka. This review is mainly intended to draw
lessons from diversified studies on methodological
and data issues for policy analyses in Karnataka
State.
2.1. Studies on valuation of natural resources
Natural capital has considered two types:
renewable and non-renewable natural resources.
Renewable resources include forests and fisheries.
Non-renewable resources refer to oil, gas, copper,
lead and so on. Ecosystem services provide
a number of benefits to human being such as
provisioning services (the materials and goods
which are directly extracted from the environment:
freshwater, food and raw materials), regulating
services: (the ecosystem services provided by
acting as environmental regulators e.g. freshwater
purification, climate and air quality regulation) and
cultural services (the non-material benefits that
are derived from natural landscapes and natural
in general e.g. aesthetic, spiritual or recreational
use) (MEA, 2005). For instance, natural capital
(ecosystem services) provide 40 percent of

Lange et al (2018) had estimated the value of
global wealth in the context of physical, human
and natural capital. The total wealth has changed
by about US$ 39651 million from 1995 to 2014.
Produced, natural and human capitals have
increased in terms of economic value at the global
level. The economic value of forest including
timber and non-timber forest products had
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declined from about $US 137 million and $US 328
million respectively. The value of non-renewable
natural resources including oil, coal, metals and
minerals have increased as compared to the value
of renewable natural resources. This indicates that
the demand for non-renewable natural resources
has increased at the global level.
2.2. Studies on natural capital accounting
This section presents a brief review of literature
on natural capital accounting at the national and
international level. Natural capital accounting is
useful to analysis of sustainable economic growth.
In general, there is lack of studies on natural capital
accounting due to lack of data and methodological
issues. A notable exception is China. The value
of ecosystem services such as provisioning,
regulating and cultural services have accounted for
27 percent of China’ Gross National Product (Cao
et al 2018). Further, Yu et al (2019) had estimated
the economic value of ecosystem goods and
services at 194,978.29 billion yuan and found that
economic value of ecosystem services provided by
various forests had increased in Northern region
than other parts of China. Xu et al (2010) had
estimated the value of ecosystem services at 2.3
billion yuan and accounting for green GDP at 15.3
billion yuan in 2015. Ecosystem services products
have been estimated as percentage of their GDP in
other countries such as Belgium and Luxembourg
at 1 percent, Netherlands at 3 percent, and USA
at 22 percent (Sutton and Costanza, 2002). The
value of global natural capital was estimated at
US$33 trillion (Costanza et al., 1997). There are
few studies in India, for instance, Gundimeda et al
(2007) had estimated the value of forest resources
and integrated into the National Income Accounts
in India. Environmental State Domestic Product
(ESDP) was estimated at the 0.99 percent in India
with Manipur having the highest ESDP at 1.34
percent.
In addition, few studies have developed
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a physical accounting for renewable and nonrenewable natural resources but not integrated
with the state or national income accounts.
For instance, Schroter et al (2014) developed a
comprehensive ecosystem accounting framework
for nine ecosystem services including timber
harvest, carbon sequestration, recreation, and
sheep grazing in Telemark region, Southern
Norway. Lai et al (2018) developed ecosystem
services indicators for environmental economic
accounting framework for marine ecosystem
services including water and fish provisioning
services in the marine areas in Finland. Notte et
al (2017) had estimated physical and monetary
accounting for nitrogen retention through the
System of Environmental Economic Accounting
(SEEA) framework in Europe using both actual
and sustainable flow through the net present value
and replacement cost approach. Dvarskas (2019)
constructed an ecosystem accounting for coastal
and marine habitats in the South Shore Long Island
Bays in USA.This study had developed the status
of fish population and marine ecosystem related
indicators through the Experimental Ecosystem
Accounting (EEA). Ovando et al (2016) had
developed ecosystem accounting for individual
income from agro forestry through the market and
non-market products indicators including timber,
crop and private amenity, mushrooms, carbon,
recreation, water and biodiversity services. The
economic value was estimated at 140 to 352
euros (per hectare) from different forests such
as coniferous forest, and owned native forest in
Andalusia, Spain.
2.3. Studies on Natural Capital Accounting in
India
India has two biological diversities, viz.,
Western Ghats and Eastern Himalayas. Verma’s
(2018) review shows that 146 studies have been
conducted on ecosystem services at the all India
level. The valuation of ecosystem studies include
34 terrestrial wetlands, 68 forests, 19 marine,
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coastal, mangroves, including coastal wetlands
and marshlands and 25 urban ecosystem, agroecological system in India. The United Nations
Statistical Division has given a pilot project on
ecosystem accounting in India. The main aim of
the project is to construct ecosystem services in
physical and monetary terms, including naturebased recreation and crop provisioning services
and national level soil accounts. The Government
of India’s Central Statistics Office (CSO) in
the Ministry of Statistics and Programme
Implementation (MoSPI) has been regularly
bringing out “Compendium of Environmental
Statistics and Statistics related to Climate Change”.
MoSPI (2018) found that level of change in
natural capital between 2005 and 2015. States
like Madhya Pradesh, Maharashtra, Manipur and
Rajasthan show an increase in natural capital
higher than 5 percent. Andhra Pradesh, Arunachal
Pradesh, Chhattisgarh, Goa, Haryana, Himachal
Pradesh, Jammu & Kashmir, Meghalaya,
Nagaland, Odisha, Sikkim, UP and West Bengal’s
natural capital has shown an increase in the range
of 0-5 percent. Other states like Assam, Bihar,
Gujarat, Jharkhand, Karnataka, Kerala, Mizoram,
Punjab, Tamil Nadu, Tripura and Uttarakhand’s
show a decline in natural capital. Further, MoSPI
(2018) has developed a methodology on Green
National Accounts in India.This methodology
has included physical asset, flow and monetary
accounts for agricultural land, forest land, timber,
mineral and soil resources. Few reports have been
prepared on Natural Resource Accounting (NRA)
through the SEEA methodology. Pilot studies
have been undertaken for a few states including
Karnataka, Tamil Nadu, Goa, and Meghalaya.
Lange et al (2018) had estimated the value
of produced, human and natural capital in India
based on comprehensive wealth accounting
methodology from 1995 to 2014. In addition, this
study indicates that the total wealth had increased
at US$9479 million and that produced capital,

natural capital and human capital had shown a
positive increase in terms of monetary value. The
natural capital from exhaustible natural resources
like subsoil assets, iron ore, coal, gas and oil
showed an increase whereas a decline is seen from
renewable natural resources like forest timber and
non-timber forest products. Therefore, there are a
number of studies on existing economic value of
ecosystem services, but there is a lack of empirical
estimation on natural capital account at the local
and national level.
2.4.

Studies on valuation of ecosystem
services and natural capital accounting in
Karnataka

About 60 percent of the Western Ghats region
in India is located in the Karnataka State. It has
a rich biological diversity with flora and fauna
and a number of forest types including tropical
evergreen, moist and dry deciduous, high altitude
shoals, and scrubs. Karnataka Biodiversity
Board (2010) had estimated total number of
species at 1.2 lakhs including 4500 flowering
plants, 508 bird species, 150 mammal species,
405 fishes (marine & brackish water), 289 fishes
(fresh water) species and 1493 medicinal plants
including 300 species in commercial use. Several
studies have been conducted on valuation of
ecosystem services in the region. For instance,
Ninan and Kontoleon (2016) had estimated the
economic value of forest ecosystem services
at US$ 13 – 148 million per year provided by
Nagarahole National Park. Balasubramanian
(2020) had estimated the economic value of Bilgiri
Rangaswamy Wildlife Sanctuary (BRTWLS) at
Rs 23.9 million in 2019. In addition, there are a
few other studies on economic value of ecosystem
services. Balasubramanian (2017) had estimated
the value of urban ecosystem services at Rs19.7
million for Lalbagh botanical garden in Bangalore.
Natural resource accounting, especially for forest
resources, studied by Panchamukhi et.al. (2008),
had estimated the unrecorded value of non-timber
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forest products about 1.45 percent of Gross State
Domestic Product in 2002-03. As percentage of
GSDP, estimated total recreational value of forest
in Karnataka was about 0.02 percent and the
value of carbon sequestration was about 14.6%.
Ramachandra (2016) had estimated the total
value of ecosystem goods and services provided
by forest in Uttara Kannada district by about Rs
84,321 crores in 2016. The above review shows
a need for more studies on economic valuation of
ecosystem goods and services for efficient resource
allocation, utilization and conservation of the
Western Ghats region in Karnataka. Therefore, the
present study aims to estimate the economic value
of different ecosystem services as well as integrate
the estimated values into the SEEA framework for
Karnataka.
3. Valuation of ecosystem services in Karnataka:
A Case Study
This case study aims to estimate the economic
value of provisioning, regulating (soil erosion
prevention, carbon sequestration) and recreational
services provided by three protected: (a) Biligiri
Rangaswamy Wildlife Sanctuary (BRTWLS),
(b) Nagarahole National Park (NNP), and (c)
Bannerghatta National Park (BNP). Methods, data
and results of this case study are given below.
3.1. Methods and data
Different methods are used for these valuations.
Value of provisioning services is estimated by
the market price method. Valuation of nontimber forest products is based on data collected
through the household survey of 148 Soliga tribal
communities in the Biligiri Rangaswamy Temple
Wildlife Sanctuary (BRTWLS) in Chamarajanagar
district in Karnataka. The value of soil erosion
prevention and carbon sequestration is estimated
using the secondary data obtained from BRTWLS,
NNP, and BNP. In addition, value of recreation
services is estimated by the individual travel
cost method of 425 tourist visitors in these three
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protected areas. Further, average consumer
surplus per person/visit to the park is estimated.
The details of methodology are presented in Table
1.
Household survey was conducted in Soliga
tribal communities in the Biligiri Rangaswamy
Wildlife Sanctuary part of the Western Ghats
in Karnataka. The household survey has
included information such as socio-economic
characteristics and details of non-timber forest
products, such as, types of Non-Timber Forest
Products, collection time and income through the
structured questionnaire method. Information was
collected from a total of 148 households during the
month of October to December 2019 by random
sampling method. The household information
was collected from four villages (Yarakanagadde,
Seegebetta, Kalyanipodu and Manji Gundi) in the
BRT hills, Chamarajanagar District, Karnataka.
In addition, data on the income from non-timber
forest products and local agricultural production
from the previous 12 months were collected, as
reported by the household respondents.
The three protected areas have received a
number of tourist visitors at the local and national
level. BRTWLS was officially opened to the
public in 1974 and covers an area of 539.52
square km located at Chamarajanagar district.
NNP was established in 1974 under the Project
Tiger scheme in India. This park covers an area
of 874 square km located at Kodagu and Mysuru
districts. BNP was declared as national park in
1974 and is spread over an area of 260.51 square
km located at Bangalore. In terms of nature based
recreation, the three parks offer sights of various
wild animals such as Asian Elephant, tiger and
others. A number of visitors come to these parks.
For instance, BRTWLS, NNP and BNP had 441,
1.02 million and 1.59 million visitors respectively
in 2018-19. Mostly, it is the domestic visitors
who visit these parks for recreation, spiritual
and religious purposes. In order to estimate the
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economic value of recreation ecosystem services
in the parks, a field study was conducted in
September - December 2019 to collect data on the
expenditure of visitors and their opinion on the
parks. This field study was conducted through inperson interviews with BRTWLS, (n=125), BNP,

(n=150) and NNP (n=150) who were the randomly
selected near the entrance or inside the park. The
survey questionnaire sought information on the
socio-economic characteristics of the respondents
and their overall trips to the parks.

Table 1: Methods and measurement of valuation of ecosystem services in Karnataka
Ecosystem services
Provisioning Services

Names of data
Household Survey

Values or methods
Market price method

Source
Large-scale Adivasis
Multi-purpose society

Soil erosion prevention

Sediment removal cost
Rate of erosion of broad
leaved forest
Rate of erosion of nonforest land
Area of evergreen forest

US$2.5t-1

Xi (2009) and
PPWS (2050)

Carbon sequestration

0.5t ha-1yr-1
1319.8t ha-1 yr-1
54486.81 ha

Area of semi-evergreen
forest

1151.91 ha

Total area

55638.72 ha

Net carbon sequestration of
logged evergreen

2.65t C ha-1 yr-1

Net carbon sequestration of
logged semi evergreen

1.1 tC ha-1 yr-1

Carbon price

US$54/tC

Ramachandra et al
(2012),
IPCC (2000), and
World Bank et al
(2016)

US$86/tC
Recreation

Tourist visitors to national
park and wildlife sanctuary

Travel Cost Method

Primary Survey

Source: Author
Note: t-1 -ton; ha-1 yr-1- per hectare a year; t/C- ton carbon; ha- hectare
Travel Cost Method (TCM) is one of the
Where V is the visits to a site, C is visits
popular economic estimation approaches for
costs, and X is other socioeconomic variables that
recreation site (Curtis, 2003). The TCM assumes
significantly influence V (Soe Zin et al 2019).
that the time and travel cost by people incur for
A multiple-regression model is used to
visiting a recreation site constitute the price of
estimate the determinants of number of visitors
approach to the site and drive a demand curve for
to BRTWLS, BNP and NNP. The determinants
the place (Maitima et al 2007). Further, the TCM
are travel cost, time spent in travelling, age,
evaluates the value of a recreational area by relating
marital status, household size, educational status,
the demand for the tourism place measured as site
residential location, household income and quality
visits to its price measured as the costs of a visit).
of the park. The specification of estimable equation
TCM model can be defined by a ‘trip-generating
is as follows.
function’ (Bateman et al., 2019) as follows.
V=f(C,X)
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𝑟𝑟𝑖𝑖 = 𝛽𝛽0 + 𝛽𝛽1 𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 + 𝛽𝛽2 𝑎𝑎𝑎𝑎𝑎𝑎 + 𝛽𝛽3 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠 + 𝛽𝛽4 ℎ𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜ℎ𝑜𝑜𝑜𝑜𝑜𝑜 𝑠𝑠𝑠𝑠𝑠𝑠𝑠𝑠
+ 𝛽𝛽5 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙 + 𝛽𝛽6 𝐷𝐷1 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙𝑙
+ 𝛽𝛽7 ℎ𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜ℎ𝑜𝑜𝑜𝑜𝑜𝑜 𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖 + 𝛽𝛽8 𝐷𝐷2 𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞𝑞 𝑜𝑜𝑜𝑜 𝑡𝑡ℎ𝑒𝑒 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 + 𝑒𝑒𝑖𝑖

Where ri is the dependent variable measured by
the number of visits by the ith individual to BRT
wildlife sanctuary, BNP and NNP per visit of time;
travel cost is measured by the round trip total cost
from an individual’s residence to and from the site
and includes the opportunity cost of travel time
and stay at the park. The independent variables
are: (1) travel cost, (2) age, (3) marital status, (4)
household size, (5) educational level, (6) D1 is a
dummy-variable and equals to 1, if urban dweller,
and 0 otherwise, (7) household income, (8) D2 is a
dummy-variable and equal to 1 if a visitor’s
perception about the site’s recreational facilities is
good and 0, if bad.
Further, this study estimates the consumer
surplus for visitors of the three protected areas.
Consumer surplus is difference between the
complete travel costs incurred by a visitor to a
tourism site and the highest amount the visitor
is willing to pay to create a visit to the site
(Timah, 2011). We estimate the consumer surplus
for a person per visit by the following method
(Blackwell, 2007).

𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑝𝑝𝑝𝑝𝑝𝑝 𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 = −

1
𝛽𝛽𝛽𝛽𝛽𝛽

Where βTC is the regression coefficient related to
the travel cost variable.
Further, we estimate the total annual
consumer surplus. Using these estimates, an
annual recreational value of the site is estimated
by multiplying the individual consumer surplus by
the total number of visits during a year (Soe Zin
et al 2019)
1
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 = �− � 𝑋𝑋 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛𝑛 𝑜𝑜𝑜𝑜 𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 −1
𝛽𝛽𝛽𝛽𝛽𝛽
3.2. Results

Table 2 gives the estimated total economic
value of forest ecosystem services (i.e. value of
provisioning, soil erosion prevention, carbon
sequestration and value of recreation services),
provided by three protected areas in Karnataka,
and is Rs 138.4 million. Of the three protected
areas, the estimated value is highest for NNP
(Rs 90 million), and followed by BNP (Rs.24.5
million) and BRTWLS (Rs. 23.9 million). Of the
four forest ecosystem services, estimated value is
highest for recreation services (Rs 78.6 million)
and is followed by regulating services (Rs 56.2
million) and provisioning services (Rs 3.6 million)
(see Table 2).

Table 2: Economic Value of Ecosystem Services in Karnataka

(Rs Millions)

Protected Provisioning Regulating Cultural Total
Services Services
Area
Services
BRTWLS
3.6
16.5
3.8
23.9
NNP
NA
34.2
55.8
90
BNP
NA
5.5
19
24.5
Source: Author’s estimate,
Note: NA (Data not available)
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The estimated average annual income of
Soliga tribal is between Rs 10000 to Rs 12000
from the non-timber forest products in BRTWLS.
Ninan and Kontoleon (2016) had estimated the
economic value of non-timber forest products at
US$ 1.73 million and the value of grazing services
at the US$ 3.19 million from NNP. Rajashekariah
(2015) had estimated the economic value of
ecosystem services provided by Kunigal Lake,
Tumkur District in Karnataka. The estimated
value of provisioning services (domestic water
supply, fisheries, water for crops and pastures)
was Rs 19.5 million and regulation services
(micro climate, water regulation/recharge and
carbon sequestration) was Rs 1339.6 million per
year. Jala and Nandagiri (2015) had estimated

the value of recreational services provided by
Pilikula Lake in Mangalore. Through the travel
cost and contingent valuation method, the value of
average willingness to pay was calculated at Rs
238. Yashoda and Reddy (2012) had estimated the
value of recreational services at Rs 846 provided
by Basavana Betta State Forest in Karnataka.
Previous studies have attempted to estimate the
value of provisioning services, cultural services
especially recreation services in a particular
protected area or wetland ecosystem such as water
bodies etc. However, earlier studies have a limited
consumer surplus estimation to the tourist visitors.
Our study contributes to the estimation of the
value of ecosystem services and applying it with
the SEEA methods given by United Nationals
Statistical Division (UNSD).
Table 3 Regression results of recreational values of BRTWLS, BNP and NNP in Karnataka
Variables

BRTWLS

BNP

NNP

Intercept

1.444
(2.757)

0.159
(0.270)

0.980
(2.761)

Travel Cost

-0.013
(-0.115)

-0.074
(-0.899)

-1.014E-5
(-1.716)**

Age

-0.115
(-1.148)
0.080
(0.803)
0.228
(1.936)**
-0.082
(-0.864)
-0.178
(-1.714)**
-0.184
(-1.714)**
-0.072
(-0.795)
0.70
1.097

-0.06
(2.592)
0.231
(2.592)**
-0.051
(-0.559)
0.000
(-0.002)
-0.068
(-0.823)
-0.279
(3.096)***
-0.095
(1.237)
0.18
4.068

-0.009
(-2.136)**
0.113
(1.110)
0.060
(1.264)
-0.017
(-1.285)
0.139
(1.969)**
3.880E-6
(2.108)**
-0.47
(-1.258)
0.14
2.837

Marital Status
Household size
Educational
status
Residential
location
Household
Income
Quality of the
park
R2
F-Statistics

Source:Author’s Estimate
Note: ***, **, denote significance at 1%, 5% respectively
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Table 4: Estimated Consumer Surplus of Visitors to BRTWLS, BNP and NNP in Karnataka
Name of the Protected
Area
Billigiri Rangaswamy
Wildlife Sanctuary

Consumer surplus per
visit (Rs)
Rs 38.24

Total Consumer surplus
(Rs million)
Rs 3.8 million

Bannerghatta National
Park
Nagarhole National
Park

Rs 191.73

Rs 19 million

Rs 557.33

Rs 55.8 million

Source: Author’s estimate
The valuation of recreation services is
important for designing entry fee for various
protected areas in the State. Table 3 presents the
regression estimates of determinants of recreation
services in three protected areas. Number of visits
to park and travel cost are aimed to capture the
influence of frequent and long distance visitors
to the recreation areas. Age is one of the vital
determinants for demand for recreation services.
For instance, younger persons created more
economic value to the park than elderly persons.
Household incomes are another variable to capture
the demand for recreation ecosystem services. That
is, higher income households visited the recreation
sites more times than lesser income households.
Residential location is included to capture the
effect of rural-urban location of households.
The estimation results show that travel cost and
number of visit variables have a negative influence
on creation of value for recreation services. Other
variables like age, marital status, and household
size, residential location and household income
are statistically significant.
Estimates of Consumer surplus are given in
Table 4. The Estimates show the consumer surplus
per visitor and aggregate for all visitors. The
results show that consumer surplus per visitor and
total visitors is higher to NNP and lowest in case
of BRTWLS.

4. Natural Capital Accounting in Karnataka
The System of Environmental Economics
Accounting (SEEA) is a methodology for
integration of natural resources into the national
accounts based on estimated economic valuation
of forest ecosystem services. United Nations
(2019) had developed a new framework for
ecosystem accounting on Experimental Ecosystem
Accounting. The main aim of the framework is
integration of ecosystem and economic information
in decision-making. The fundamental principle
of valuation in an accounting context is that the
first step should be the valuation of individual
ecosystem services. The monetary valuation in
SEEA (Experimental Ecosystem Accounts) is
applied to ecosystem services and assets, with
the relevant valuation concept for ecosystem
accounting being exchange value. Furthermore,
many ecosystem services contribute to benefits
that are not closely connected to existing markets.
Frequently, these services are regarded as public
goods (e.g. contribution of ecosystems to flood
protection).
Table 5 shows a framework for presentation
of Karnataka’s ecosystem asset values by types
of ecosystem services developed by SEEA EEA.
The estimated value of provisioning services
(non-timber forest products) is Rs 0.6 million
and crop production is Rs 2.9 million. Estimated
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value of regulating ecosystem services (i.e. soil
erosion prevention) is Rs 31.2 million and carbon
sequestration is Rs 25.8 million. Overall, the value
of recreation services is Rs 78.6 million from three

protected areas in Karnataka. These estimates are
useful bases for construction of a new Natural
Capital Accounting in Karnataka State.

Table 5: A Framework for presentation of ecosystem asset values by types of ecosystem services in
Karanataka

Ecosystem Services
Provisioning Services
Biomass accumulation
Timber and Non-timber
Crop
Grass/fodder
Fish
Water abstraction
Regulating Services
Carbon sequestration
Water regulation
Water purification
Air filtration
Nutrient/waste
remediation
Pest and disease control
Soil retention
Cultural Services
Enabling tourism and
recreation
Enabling nature-based
education and research
Enabling nature based
religious and spiritual
experiences
Total

Opening value
(currency)

Closing value
(currency)

NA
NA
NA
NA
NA
NA

NA
Rs 0.6 million
Rs 2.9 million
NA
NA
NA

NA
NA
NA
NA
NA

Rs 25.8 million
NA
NA
NA
NA

NA
NA

NA
Rs 31.2 million

NA

Rs 78.6 million

NA

NA

NA

NA

NA

Rs 138.4
million
Source: Author’s estimate based on SEEA EEA methodology in UN (2019)
5. Conclusion
ecosystem services are estimated at Rs 138.4
million in 2019-20 in these parks. The value of
This study estimates the value of ecosystem
recreation services is Rs 78.6 million followed
goods and services provided by three protected
by economic value of regulating ecosystem
areas such as BRTWLS, NNP and BNP in
services (both soil erosion prevention and carbon
Karnataka. The total economic value of forest
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sequestration) at Rs 56.2 million and the value
of provisioning ecosystem services at Rs 3.6
million including the value of non-timber forest
products and crop production in the BRTWLS
in Karnataka. Estimates of the annual consumer
surplus for the BRTWLS is Rs 3.8 million, BNP is
Rs 19 million and NNP is Rs 55.8 million in 201920. Further, the estimated value of ecosystem
goods and services are applied to the System of
Environmental Accounting methods developed
by United Nations Statistical Division (UNSD)
particularly in the ecosystem asset value provided
by the protected areas in Karnataka. The natural
capital accounts try to understand the importance
of ecosystem services from an economic
perspective as well as reiterating an increase in
budget allocation to the natural resource sector at
the state level. These results imply a strong need
to identify regions where high ecosystem services
value isproduced as potential policy information
to support local decision making. Furthermore,
the natural capital accounting can assist policy –
makers in managing different elements of human
wellbeing and, thereby, providing the basis for
both economic and environmental sustainability
at the local level.
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Conditionalities of Municipal Financing and Accountability
in Urban Local Bodies in India: A case study of Bruhat
Bengaluru Mahanagara Palike in Karnataka
Shankari Murali1 and S Manasi2
Abstract
This paper examines the effect of different financing arrangements of Urban Local Bodies (ULBs) on
their accountability structures in India with focus on Bruhat Bengaluru Mahanagara Palike, the singlelargest urban local body in India. The need and requirement for supplemental sources of municipal
finance are explored with special reference to the conditionalities imposed on ULBs which dilute their
public character. The results show a pattern of financialisation of the ULBs, mirroring the global
trends and effects of the financialisation on the delivery of services provided to the residents, who are
increasingly treated as customers rather than politically-empowered citizens. The main conclusion shows
that irrespective of the sources of municipal funds and the conditionalities they impose, the covenant
between the ULBs and the citizens cannot be allowed to weaken or be breached.

1. Introduction
This is the urban age when more than half
the global population lives in cities3. The urban
centres are growing both in number and in size
and the cities are expanding both in population
and socio-cultural and economic values. Cities
are increasingly being referred to as “engines of
economic growth”.4 These urban centres have a large
sphere of influence and are the trend-setters for
their regions and countries too. The growth and
sustainability of these cities depend largely on
their financial position, given their all-round
growth and the need to meet the interests of their
citizens. In this context, this paper studies the

finances and financing of local governments of
cities, the Urban Local Bodies (ULBs) in India;
the conditionalities imposed by different streams
of funding; and how this impacts accountability of
the ULB to its citizens. In the context of this paper,
“accountability” is defined as the relationship
between a public actor and citizens to explain
the actions undertaken in the public sphere, using
the classical framework of public administration
in India. The cornerstone of accountability is the
aspect of financial accountability, to the giver of
the funds.
The main objective of this paper is to study
the financialisation of ULB finances in India,
the conditionalities it imposes on the ULBs and
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the effect of these conditionalities on the local
government’s accountability to its citizens with
a case-study of ULB of Bengaluru, the Bruhat
Bengaluru Mahanagara Palike (BBMP).5 The
BBMP became the largest single ULB in the
country after the trifurcation of the former
Municipal Corporation of Delhi in 2012. Its
population continues to grow with high influx of
migrants from across the country. It is a dynamic
city with a mix of inner city and newer localities
as well as residents, besides attracting the best
companies from the country and the world.
The buoyant economy and the demography of
Bengaluru is what most Global South cities
would aspire to.6 Despite this economic boom, the
finances of the BBMP are not sufficient for the city
and it has resorted to finalizations. In this context,
the analysis of BBMP may hold some lessons for
other Indian city governments as well.
The rest of this paper is organized as follows.
While Section 2 explains the basic concepts,
definitions and issues concerning finalisation,
conditionality and accountability of ULBs in

India, Section 3 presents a review of the existing
literature in these areas. Section 4 presents a
case study of the ULB of Bengaluru, the Bruhat
Bengaluru Mahanagara Palike in terms of its
financialisation, the conditionalities imposed on
the ULB and the effect it has on accountability.
Section 5 delineates the major conclusions.
2. Basic concepts, definitions and issues
2.1. Structure and importance of ULBs
In definitional terms, there is ambiguity on the
classification of urban centres, globally as well as in
India. In fact, there is a variation between “urban”
and “municipal” in India (Sivaramakrishnan 2011,
Pradhan 2013) in the sense that not all urban areas
are declared municipal areas and vice versa. This
has been captured in Table 1, where the total
number of urban settlements is shown as a sum
of the Statutory and Census towns7 with the
percentage of these non-municipal Census towns
increasing from over a quarter of the whole at 26%
in 2001 to nearly half at 49% in 2011.

Table 1: Trend of growth of Urban Centres in India
Census Year

Statutory Census towns
Total number
Share of urban population in
towns
total population (%)
2001
3799
1362
5161
27.81
2011
4041
3894
7935
31.16
Source: Census of India 2011
Among the recognized “statutory towns” of
the Article 243 W of the Constitution of India in
India, as per the Article 243 Q of the Constitution,
terms of the 74th constitutional amendment. The
there are 3 types of local governments – the
Constitution in its Part IX A and 12th Schedule
municipal corporations, the municipal councils
prescribes the functions / services to be provided
and the town panchayats, based on their size. The
by the city governments. Eighteen (18) functions
functions of the ULBs in India are indicated in
are specified to be delegated to ULBs by the State
BBMP was created in 2007 by incorporating surrounding seven City Municipal Councils (CMCs), one Town Municipal Council (TMC) and
as many as 110 Gram Panchayats and covers an area of 741 sq.km.
6
“Global South” is a term used by the World Bank to refer to transitional and “developing” countries of Asia, Latin America and Africa,
which used to be called Third world countries.
7
Census towns are areas that satisfy the Census criteria of over 5000 population, population density of at least 400 persons per sq km and
at least 75% of the male workforce engaged in non-agricultural activities, but in the absence of municipal notification, they are not Statutory
towns and do not have municipal governments.
5
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governments.8 The actual functions devolved, in
terms of activity mapping for the local governments
(both rural and urban), depends on the 2nd tier
of government, the State governments. Thus, the
position of devolution of functions to the local
bodies varies across different State governments.
However, all ULBs have a comparable structure
of a permanent executive of officials and a set
of elected representatives the executive and the

political wings of the ULBs. The actual devolution
from the States to the Local bodies are not complete
in terms of the 12th Schedule and moreover, there
are many discretionary functions assigned to
ULBs, so the actual functions performed by the
ULBs may not be in respect of all the 18 areas
listed for them. In addition, many of the functions
are assigned to specific parastatals of the State
Government.
Table 2: Indices of Financial inadequacy of 37 selected Municipal Corporations*

Indicators
Revenue of 37 MCs to GDP (%)
Share of the 37 MCs to Total Municipal Revenue
Own Revenue of these MCs to GDP (%)
Share of Property Tax to their Own Revenue (%)
Other than Property Tax to their Own Revenue (%)
Borrowings to Total Municipal Revenue (%)
Share of benefit charges in Municipal revenue (%)
Transfers from State Government to GDP (%)
Transfers from Central Government to GDP (%)
Municipal expenditure as per cent of GDP
Source: ICRIER (2019)
* Excludes the Municipal Corporations of Delhi
In India, the funds of ULBs are own sources
of revenue, grants from other governmental
entities, aid, loans, and other investments. In
terms of Article 243 X of the Constitution, the
own sources of revenue of ULBs are: (a) taxes
levied by the municipality; (b) user charges
levied for the provision of civic services; and
(c) fees and fines levied for the performance of
regulatory and other statutory functions. There is
a tremendous shortfall between the requirements
of ULBs and the financial resources that they are
able to raise. This has been highlighted in the
paper submitted to the 15th Finance Commission

2012-13
0.49
46.4
0.33
26
23
2.5
11.7
0.10
0.026
0.44

2017-18
0.45
44.7
0.23
36
8.5
3.0
10.3
0.15
0.027
0.37

by ICRIER (2019).9 These highlights in Table
2 include : (i) deterioration of Total revenues of
ULBs; (ii) worsening position of the ULBs’ own
revenues; (iii) stagnant property tax revenues; (iv)
an insignificant revenue from local taxes other
than property tax (with several of local sources of
tax, such as Octroi getting subsumed within the
Goods and Services Tax – GST); (v) poor revenue
collection from non-tax services such as user fees,
receipts from miscellaneous services such as rent,
interest, etc.; (vi) poor cost recovery of service
delivery by the ULBs; (vii) the potential of benefit
charges and fees not being tapped by the ULBs;

In addition, the Ministry of Housing and Urban Affairs has specified 2 sets of 54 functions to be performed by urban governments:
a). Obligatory- 31 including basic infrastructure of water, sewage, public street, lighting, registration of births & deaths.
b). Discretionary -23 including construction of parks, orphanages etc., transport facilities, low-income housing, planting of trees on the
roadside etc.
9
It highlights the details of 37 significant Urban Agglomerations (UAs) with population of over 1 million, which account for 45% of the
municipal revenues, 26% of urban population and 11% of urban land area.
8
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(viii) complete dependence on inter-governmental
grants and transfers from States; (ix) decline in
Central government transfers to ULBs; and, (x) an
overall deterioration in the quality of expenditure
of ULBs with greater establishment and
administrative expenses. The financial positions
of the selected 37 ULBs [referred to in the paper
as Municipal corporations (MCs)] in terms of
their share to the national Gross Domestic Product
(GDP) and in terms of their own revenues for
two financial years – 2012-13 to 2017-18 depicts
decline over time.

sector relative to its overall economy. These funds,
in a range of innovative options, come with their
conditionalities attached to the raising of the funds
and their utilisation – with specifics of how much
funds are raised, in what particular schedule, what
the funds are to be used for, by whom, in which
manner and for what specific priorities. Given
that the ULBs are raising these funds from nongovernmental sources, they may or may not form
part of the accounts of the local bodies, and may
directly be raised and used without being reflected
in the books of the ULBs.

2.2. Sources of inter-governmental grants

3. Review of literature

The contours of the inter-governmental
fund transfers from Union government to the
states through the mechanism of the Finance
Commission are laid out in the Article 280 of the
Constitution. The transfer of funds from the state
governments to the local bodies through the State
Finance Commissions was introduced with the
73rd Constitutional Amendment with the insertion
of Article 243 I. There are some differences in the
scope and structure of the Finance Commission
and that of the State Finance Commissions
(SFCs), the primary one being that the decision on
when and how to set up a SFCs is left to the State
governments and even their recommendations are
not binding on the state governments.

The review of literature is focused on
financialisation, conditionalities and accountability
in financing ULBs in India to identify the policy
research gaps to be filled in this paper. A notable
development in financing infrastructure, especially
large urban infrastructure, since the turn of the 20th
century, has been the proliferation of innovative
projects and local government financing options.
The spectrum of these solutions is necessitated
by the fact that the city revenues are grossly
insufficient for governmental financing of these
projects leading to a trend of financialisation. The
term financialisation was brought into popular
idiom by Krippner (2005) to refer to the increase
in size and importance of a country’s financial
sector relative to its overall economy. She relied
on the definition offered by Arrighi (1994) as “a
pattern of accumulation in which profit-making
occurs increasingly through financial channels”
rather than trade or manufacture. This definition,
in turn, is based on the emergence of “shareholder
conception of control” (Fligstein 1990, 2001).
Krippner distinguished between the accumulationbased and the activity-based sectors and used
two measures to substantiate her point: (1) The
increase in Portfolio income- interest payments,
dividends and capital gains; and (2) the relative
growth in financial sector vis-à-vis non-financial
sectors.

2.3 Issues of financialisation, conditionalities
and accountability in ULBs
In the context of falling municipal sources
of own funds and dependence on the intergovernmental transfers from the Centre and
the states (which also have their own financial
challenges), the ULBs are increasingly turning
to non-governmental sources of financing. The
spectrum of financing options which most ULBs
are resorting to are labelled Financialisation
of ULBs. The term financialisation has been
popularised by Krippner (2005) referring to the
increase in size and importance of the financial
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Palley (2007) lists the principal impact of
financialisation as the elevated significance of
the financial sector relative to the real sector; the
transfer of incomes from real to finance sectors;
and the increase in income inequality which
contributes to wage stagnation and adds to the
risk of debt deflation and prolonged recession. He
indicates that financialisation operates through
three conduits: changes in structure and operation
of financial markets; changes in behavior of nonfinancial corporations; and, changes in economic
policy. The global trends are being reflected and
replicated in the real-world laboratories of the
Indian cities. Municipal governments are either
bankrupt or close to mere survival. Furthermore,
in the neo-liberal paradigm, the scope and
responsibility of the government is accepted
as lesser than that of free-enterprise10 . This has
ensured that the relationship between providers
of public services (public and private agencies)
and their target group is different from the earlier
relationship as per the public administration
paradigm. There is a need to establish new norms
of equity, within the framework of efficiency
of this paradigm. The expectation that public
services will be provided by the local government
does not hold good due to the multiplicity of
agencies and parastatals involved in the service
provision. Many of these service providers are
not in the public sector; therefore, the concept of
public accountability does not apply to them. The
concept of non-rivalrous, non-excludable public
goods is increasingly diluted. With the emphasis
being placed on urban entrepreneurialism rather
than even urban managerialism, (Harvey 1989),
traditional relationships of accountability have
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changed dramatically. As Stiglitz (1989) noted,
“public management” is itself a public good, and
one that is often hard for voters to easily observe.
This lack of publicness is most evident in critical
social infrastructure areas such as education,
health and social welfare. Their own sources of
revenue are grossly inadequate to take up their
capital-intensive infrastructure projects. Cities are
being encouraged to borrow and leverage their
assets through a range of innovative finance tools.
As a preface to this case-study, however, it is
necessary to look at studies on the capital market
and international finance institutions in Indian
cities. In 2002 Foreign Direct Investment (FDI)
was allowed in real estate for socially-productive
endeavours, such as a new township (of more
than 100 acres), that provide the much-desired
boost in urban housing and jobs. The assumption
was that the size would provide a safeguard and
deterrent against speculation. This FDI presence
was extended in 2004 to Special Economic
Zones (SEZs) to come up around cities with the
Government providing land and services, such
as roads, water, electricity, and, the additional
incentive in the form of multi year tax breaks.
This led not only to a mushrooming of SEZs in the
country, but to the “transmutation of these SEZs”
into luxury-end residential real estate projects11.
This market was so attractive as to interest the
world’s largest Private Equity (PE) firms to enter
urban ﬁnancialisation in India12 . Blackstone,
Xanders Group, Kohlberg Kravis Roberts (KKR),
followed by India’s large real estate developers
(DLF, Unitech, Supertech) who stepped up their
own efforts by taking on unsustainable debt in

Osborne and Gaebler (1992) had prescribed that governments should: 1) Steer, Not Row; 2) empower communities to solve their own
problems rather than simply deliver services; 3) encourage competition rather than monopolies;4) be driven by missions, rather than rules;
5) be results-oriented by funding outcomes rather than inputs; 6) meet the needs of the customer,not the bureaucracy; 7) concentrate on
earning money rather than spending it; 8) invest in preventing problems rather than curingcrises; 9) decentralize authority; and 10) solve
problems by influencing market forces rather than creating public programs.
11
Sood (2015) and Sood (2017) have written extensively on these emerging trends such as “Corporate urbanism”, “company towns”
and“Speculative urbanism”.
12
VCC Edge, a specialist, premium subscription-based research firm, has indicated that foreign PE ﬁrms entered the market immediately on
its opening up in 2005 with $136million.
10

78

Conditionalities of municipal financing and accountability in Urban Local Bodies in India

order to acquire large urban land banks with
world-class, super-sized residential complexes for
global buyers in all the major Indian cities. This
speculative investments in financing the urban
sector, has led to the terms such as “corporate
urbanism” (Goldman 2011, Sood 2015) and
“Speculative urbanism” (Sood, 2017); Rao and
Dhar, (2018) emphasised how FDI is neither an
unmixed blessing nor is it homogeneous. They
question if FDI is really investing fresh capital
into areas of the Indian economy that will foster
innovation, productive growth, and job creation
as there is a great deal of blurring of foreign/
domestic and financial/ non-financial firms.
Goldman (2015) raises another disturbing issue,
erosion of the significance and worth of labour in
the creation of global Indian cities ascribing it to
the convergence of a set of 3 factors in the past
few decades: “the informalisation of labour, the
making of global cities, and the ﬁnancialisation
of the economy.” He quotes earlier research to
highlight that “the four fastest-growing sectors
in employment in urban India do not include the
high-end sectors of IT engineering or ﬁnance;
rather, they comprise domestic services (e.g.,
maids and drivers), construction, real estate, and
restaurant and café work”. This class of casual/
contract labour inhabit the slums (forming up to
30% of the population of Bangalore) and tend to
remain at the peripheries of policy/ administration
(Roychowdhury, 2011).
In short, the above review of studies shows
that the research on municipal finances and
overall ULB financialisation has been primarily
from the perspective of urban economics, not so
much in terms of urban public administration.
The conditionalities imposed by the funds raised
through financialisation are analysed in terms
of urban infrastructure or pricing of services
(Ranganathan, 2014) rather than the prism of

governance and accountability. Aid institutions,
NGOs, or even higher levels of government would
have their own priorities, even while pushing for
larger umbrella reforms, unlike a local elected
government, which would be most responsive
to its citizens.13 The ULBs are democratically
elected local governments which are politically,
financially and administratively accountable
to their electorate and citizenry, especially the
economically disadvantaged sections. In this
situation, there has been no comparison of the
tied-funds received from governmental entities
with the funds raised from aided projects or from
financialisation. Thus, this paper focuses on the
conditionalities of financialisation and its impacts
on accountability in an attempt to address this
research gap.
4. Case-study of BBMP
4.1 Background of BBMP Finances
The purpose of this case-study is to understand
the financial priorities and compulsions of
Bengaluru and to see what lessons it holds
for other Indian city governments. The most
recent relevant data has been taken from official
records and documents of BBMP/ Government
of Karnataka/ Government of India/ C&AG
audit reports. The city corporation of Bengaluru
exhibits all the trends of municipal corporations
that were enumerated in ICRIER (2019). It has
a deterioration of total revenues in relation to its
grants; worsening position of its Own Revenues; a
stagnant Property Tax revenue, despite the reforms
of 2000 and 2008; an insignificant revenue from
local taxes other than Property tax; poor revenue
collection from non-tax services such as user
fees, receipts from miscellaneous services such as
rent, interest, etc.; poor cost recovery of service
delivery (most of which are not even under the
control of the Corporation, as electric supply, water

Nunnenkamp et al (2012) studied the geography of World Bank aided projects in India and state that the World Bank targets poor countries
and not necessarily poor people within the countries.

13
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supply and sanitation are entrusted to parastatals;
untapped potential of benefit charges and fees,
in spite of a few notable exceptions; a strong
dependence on transfers from States; declining
Central government transfers; and deteriorating
expenditure with higher establishment and
administrative expenses. This has also led to the
city government being in large debt and even its
credit rating falling substantially.
4.2 Financialisation and Value Capital Finance
in Bengaluru
Financialisation is the accepted pattern of
ULBs to raise funds in India, in addition to the
traditional sources of own revenues. These
patterns of raising municipal funds for the ULBs
in India has been formalised and incorporated

79

into the urban policy framework - the National
Urban Policy Framework 2018 (NUPF) on urban
finance.14 Furthermore, based on the principle
of the Value Capital Finance (VCF), municipal
bodies across India are encouraged to leverage
their VCF tools and methods to capture a portion
of the increase in value of private properties based
on enhancements made by public investments.
The value capital is a type of public financing
that recovers some or all of the value that public
infrastructure generates for private landowners,
for example any streetlight, road or other public
infrastructure project which enhances the value of
a property attracts a value capture in the form of
Betterment levy from the property owners. A study
of the enabling legal and regulatory provisions
in the state of Karnataka reveals the following
position for BBMP (Table 3).

Table 3: Value Capture Financing status in Karnataka

1
2

3
4

5
6
7

Provision
Urban Land Tax
Tax on Conversion of Land

Compliance for the State of Karnataka
Yes
Section 18 – Karnataka Town &Country
Planning Act and Rates prescribed by Karnataka
Planning Authority Rules 1965
Betterment Levy
Bangalore Development Authority Act 1976
Development Charge/ Impact fees
Section 18 A - Karnataka Town & Country
Planning Act- for value-based; Area-based also
levied
Transfer of Development Rights &
Section 14 B - Karnataka Town & Country
Incentive Floor Space Index
Planning Act
Premium on Relaxation of Rules or
Additional Floor Space Index
Charge
for
Regularisation
of
Unauthorised Development
Vacant Land Tax
Town Planning Scheme

Zonal Regulations of Mangalore 2011
Akrama-Sakrama Scheme15

No specific provision
Karnataka Town and Country Planning Act
1961
Source: VCF Policy Framework, Ministry of Urban Development Government of India February, 2017
8
9

Accessed at https://smartnet.niua.org/nupf.
This Akrama Sakrama scheme is subject to a challenge in the Special Leave Petition (Civil) No. 956/2017 in the Apex Court, on the
grounds that it is pro-rich, promotes disregard of rules and violative of the Constitution.
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This shows that it has the requisite provisions
even set up a special system of fast-tracking the
in place for VCF and financialisation. Being on
payments to contractors.16 The pervasive malaise
top of one of the most dynamically growing cities,
in the city’s finances, coupled with the delays
the BBMP is like a poor big rich city. It is unable
in preparation and presentation of the annual
to raise its resources from the rich sources of
audited accounts and the mortgaging of the city’s
local taxes or leverage its tremendous potential to
properties including the City Town Hall itself, to
raise revenues, making it dependent on the higher
the bankers, led to the city being given a BB rating
level of government. The city finds itself heavily
in terms of its credit-worthiness by the Investment
indebted and unable to carry out most of its basic
Information and Credit Rating Agency (ICRA),
activities, including payment of salaries to the
which has however, since improved.17 The
lowest rung of employees, its sanitation workers
financial position of the BBMP is not comfortable
(pourakarmikas). The situation of outstanding dues
(Table 4).
to its contractors was so alarming that they had
Table 4: Financial indication of BBMP- 2012-13 to 2017-18
SL No
1
2
3
4
5
6
7
8

Indication
2012-13
2016-17 2017-18
Municipal Revenues (Rs. Crores)
3407.2
6036. 2
6913.9
Own Revenue (Rs. Crores)
1691.1
2836.6
3048.7
Own Revenue to Municipal Revenue (%)
49.63
46.99
44.09
Central transfer (Rs. Crores)
149.3
373.0
295.4
State Transfer (Rs. Crores)
997.3
2826.6
3569.8
Borrowings (Rs. Crores)
539.4
NA
NA
Municipal Expenditure (Rs. Crores)
4381.1
4515.3
4857.8
Revenue Expenditure to Municipal
43.48
28.78
27.18
Expenditure (%)
Source: ICRIER (2019)
financialisation are evident in the Indian economy,
The pattern of dependence on a stagnant
and in the urban areas, in particular. The major, and
Property Tax and dearth of Other Tax and Non-Tax
even the not so major, urban infrastructure projects
revenue sources is seen. Bengaluru has undertaken
are being financed through the non-public funds
two sets of reforms in the Property Tax collection
in formats of Municipal Bonds, Green Bonds, and
(in 2000 and 2008) but there is little buoyancy in
a whole range of finance options, referred to as
the revenues. The costing of services of ULBs is
Value Capture Finance Policy tools. This trend
also done by State Governments, despite being
of stagnant Property tax and eroded Other Tax
mandated to be performed by ULBs under the 74th
sources, in India’s foremost cities, is a disturbing
Constitutional Amendment. Overall, this has led
development, especially when they are considered
to increased dependency on State Governments
the “engines of economic growth”. This has also
and reduction in efforts made by ULBs to mobilise
occurred at a time when the economy as a whole
resources. The global patterns of economic
This system called the “hundi” system gave the first right to contractors on the corporation’s revenues directly from the bank accounts.
However, it was objected to by CAG’s audit and had to be removed.
17
In Feb 2018, ICRA, the credit rating agency, assigned the long-term rating of Provisional [ICRA]A- (SO) (pronounced ICRA A minus
structured obligation) for the Rs. 1,257 crores term-loans and the Rs. 843.0-crore unallocated facilities of the BBMP). ICRA has also
upgraded the long-term issuer rating to [ICRA] BBB (pronounced ICRA triple B) from [ICRA]BB (pronounced ICRA double B). The outlook
on the long-term rating for the term loans and the issuer rating is ‘Stable’.
16
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was growing and the engines of this growth were
unable to sustain their own financial growth. The
city can definitely support the city government to
capture a fair part of the increment in land value.
However, as per Sivanna (2012), the Bangalore
city administration has not been restructured
or reviewed post-Independence. Therefore, the
expanded BBMP suffers from an overworked
workforce, outdated culture, ill-equipped to
respond to the pressures of the challenges of
running a rapidly changing city.

of its award period and thereafter ramping up to 48
percent in 2022-23, the final year of the 4th SFC
award period. The government has also included
the Central Finance Commission grant as part of
the NLNORR, even though it does not qualify as
own revenue receipts. In addition, the 4th SFC has
recommended an additional 1 per cent devolution
to the BBMP.

4.3 Devolution in BBMP

The starting point for any financial
improvement would be to get a fix on the existing
finances of the ULB. Unfortunately, the figures
put out by the BBMP itself are not reliable and
tend to vary for the same period. Article 243(Z)
lays down the provisions related to maintenance
of the municipal accounts and their timely audit.
In terms of Provision 9(2) of part II of Schedule
IX to the Karnataka Municipal Corporations Act,
1976 (KMC Act), the Commissioner, BBMP, is
required to prepare annual accounts every year
and produce the same along with relevant records
to the Chief Auditor for scrutiny not later than
the first day of October every year. However, the
accounts of BBMP for the years 2014-15 and
2015-16 had not been audited by the Karnataka
State Audit and Accounts Department. The ledger
accounts prepared under FBAS were not balanced
at the end of each financial year. The bank
accounts were not reconciled periodically. The
grant registers and records envisaged in fund based
accounting manual for recording the transactions
out of borrowings were not maintained. The
deficiencies in maintenance of books of accounts
and absence of internal audit system indicated that
the internal controls and financial discipline are
weak in BBMP. The reforms brought in through the
Nirmala Nagar Yojana18 included developments
in promoting transparency in preparation and
submission of municipal accounts, in terms of the
Karnataka Municipalities (Accounts and Budget)

The city of Bengaluru exhibits the
characteristics of a classic primate city in the state
of Karnataka, in terms of its contribution to the
State’s Gross State Domestic Product (GSDP), as
well as its population. Accordingly, it receives a
fair share of devolution too from its State Finance
Commission (SFC). The state of Karnataka has
been a leader in recommending devolution to the
local governments. It stands out like an outlier
in terms of recommending financial devolution
to the local governments with a devolution of 3
percent of the GSDP compared to the all states’
average of 0.58 percent recommended devolution
during the period 2010-11 to 2019-20. (Gupta
and Chakraborty, 2019). Despite this tradition,
the State Government of Karnataka has not
implemented the SFC’s recommendations fully.
The 4th SFC recommended that 48 percent of the
Non Loan Net Own Revenue Receipts (NLNORR)
of the State (specifically inclusive of the Goods
and Services Tax compensation and excluding
the grants received from the Central Finance
Commission which is not the State’s own receipts)
to the local governments during its award period
2018-19 to 2022-23 to be distributed in a 75:25
ratio between rural local governments and ULBs.
However, the state government has transferred
this 48 percent of NLNORR in a phased manner:
starting with 43 percent in 2018-19, the first year

4.4 Mismanagement of municipal accounts and
finance records

This was an Asian Development Bank funded project of municipal reforms undertaken in the state in 2005 and thereafter extended to all
municipal areas of Karnataka, with World Bank funding.

18
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Rules, 2006 (KMAB Rules) and digitization
of municipal functions. Presently BBMP is
the only ULB in Karnataka which is exempt
from the KMAB Rules, 2006, applicable to all
other municipalities of the State. This special
dispensation of relaxation from the KMAB Rules
2006, for the largest municipal body of the state
has led to worsening of its financial discipline as
well as its finances.
4.5 Lack of transparency in municipal finances
Despite the conformity rules, which were a
precondition for the release of funds under the
Jawaharlal Nehru National Urban Renewal Mission
(JNNURM) and other Central Sector schemes, the
reality is that BBMP does not enable or promote
engagement with common citizens. The BBMP
has no feature of any citizen volunteering program
or any functional Area Sabhas/ Jana Sabhas. Even
after the budgetary exercise is completed BBMP
has no mechanism of disclosing the allocations
and expenditure on specific civic works. Annual/
Quarterly audited financial reports are either
not easily available in the public domain or do
not lend themselves to easy comprehension and
analysis. This impacts the overall transparency,
accountability and civic participation in the
BBMP. The financial transparency would help to
improve accountability to both the citizens and
the respective agencies which are funding the
body. The fact that BBMP had not maintained
cash book or any other records/grant register for
recording grant-wise receipt and component-wise
expenditure of Thirteenth Finance Commission
(TFC) grants enabled diversion of grant during the
year 2014-15. The BBMP diverted TFC grant to
the tune of Rs. 22.30 crores towards repayment of
its loans (Rs. 20.24 crore) and even for payment of
salaries (Rs. 2.06 crore). This was done simply by

transferring the funds irregularly from TFC bank
account, as detected by C&AG’s audit.
4.6 Unreliable municipal data
Due to regular delay in the audit of the annual
accounts of the body by its own auditors (drawn
from the Karnataka State Audit and Accounts
Department), there is a question on the veracity
of the numbers of both the expenditure and the
receipts of the BBMP. Even the figures indicated
in the Budget of the BBMP, vetted by its own
Finance Committee and tabled in the body, before
being presented to the State Assembly, serve more
as indicative figures, with wide variations between
the Estimates and the Actuals, both on the Receipt
and the Expenditure side. The variations due to
an improper budgeting exercise undermine the
Budget process and the subsequent adherence to
it in the course of the financial year. In fact, this
revision of figures for the same period, at different
points in time, has led to several problems. Such
variations have even been seen in the BBMP’s
figures provided to C&AG’s audit where both
the target and Actual property tax receipt figures
are shown differently in successive audit reports
(Table 5).
The lack of professionalism in maintaining
the books of the local government is indicative of
the extent of the financial problem in ULBs.
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Table 5: Variations in BBMP Property Tax Figures by Audit Reports
Local Body Audit Report Karnataka 2016

Local Body Audit Report Karnataka 2017

Year
Target Collection Collection to
Collection to
total target
total target
(%)
(%)
2010-11 1500
1108
74
2010-11
*
*
*
2011-12 1,600
1,210
76
2011-12
*
*
*
2012-13 2,000
1,358
68
2012-13 2000
936.76
47
2013-14 2,500
1,323
53
2013-14 3200
908.06
28
2014-15 2,900
1,810
62
2014-15 2135
1176.01
55
2015-16 2,900
1,960
68
2015-16 1900
1244.98
66
2016-17
*
*
*
2016-17 2600
1551.9
60
Source: Report No. 4 of 2016 (https://cag.gov.in/content/report-no-4-2016-local-bodies-karnataka) and
Report 9 of 2017 (https://cag.gov.in/content/report-no9-2017-local-bodies-government-karnataka).
Note: * indicates that BBMP data not compared with the Audit Reports
Year

Target Collection

4.7 Audit observations on BBMP finances
Some of the persistent C&AG observations
made in its reports on the BBMP finances made
across the different years are:
•
Persistent savings in both revenue and
capital expenditure;
•
Diversion of Finance Commission grants
for other works;
•
Weak financial reporting with improper
maintenance of registers,
•
Non-accountal of transaction in the
books of accounts;
•
Deficiencies
in
implementation
mechanism in property tax management - (a)
abnormal delay in conducting the physical survey
of properties (b) absence of a comprehensive
database of properties (c) incorrect declaration
of properties and their usage pattern led to short
payment of property tax; and
•
Poor Cash management - (a) huge funds
were retained in several bank and the balances

were not reconciled (b) Bank accounts operated
in the name of individuals which is fraught with
the risk of misappropriation of funds (c) Cash
books in respect of bank accounts were either not
maintained or were incomplete.
5. Conclusion
To sum up, our aim was to examine the effects
of financialisation of municipal funding in India
and the conditionalities imposed by it on the
accountability of the ULB’s to the citizens. In
this effort, a case study of the municipal funds
of the BBMP was discussed highlighting poor
accountability of the local body to its citizenry due
to several factors. The most important of these is
the local government being considered more as an
economic unit representing the city as an ‘engine
of growth’. The financialisation of urban spaces
has emerged as a fundamental aspect of the neoliberal governance paradigm, with decreasing
public-ness of public services. This simplistic
reduction of urban spaces as mere sources
of economic value has eroded the traditional
concept of local government accountability to
the citizens. There is increasing pressure on the
local governments to conform and be aligned to
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the requirements of the funding agencies. While
this may not always be to the detriment of the
citizens, the citizen is not central to the processes
such as meeting the targets, asset creation as per
the plans of the funding agencies, even if they are
the higher levels of State or Central Government.
The effect of the trend of treating urban citizens
as politically disenfranchised residents, and mere
active economic agents is neither justifiable in a
democratic polity nor can it be sustained even in a
public economics or neo-liberal paradigm. These
patterns are evident in the local government of
the BBMP, especially in the context of the latest
citizens, located at the peripheral areas of the
expanded city. We emphasize that the principles of
financial, administrative and civic accountability to
the citizens has to be the foundation of the financing
options so that the commercial or corporate culture
does not displace public service delivery and the
ends of economic equity are not sacrificed in the
interest of economic financialisation.
As policy pointers, it is suggested that public
agencies, especially elected local governments
should ensure that their responsibility to all
sections of citizenry is not compromised in their
financialisation. Financialisation is the reality for
raising and managing municipal finance, but it
cannot be allowed to dilute accountability. Equity
and distributional concerns are the responsibility
of governments, which cannot be outsourced to
either private or non-governmental or aid agencies
or even to higher levels of government in exchange
for their funding and should not be lost sight of.
The financial and administrative decisions need to
be communicated to the citizens in a transparent
and comprehensible manner so that they can be
involved in all aspects of their governance, such
as participatory budgeting. This requires a high
degree of professionalism in the all areas of
management of the ULBs.
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BOOK REVIEW
Martin Jones. Cities and Regions in Crisis: The Political Economy of Sub-National Economic
Development. Edward Elgar Publishing (Cheltenham, UK). 2019: ISBN 978 1 84376 876 0 (Cased):
ISBN 978 1 78811 745 6 (eBook)
Cities and regions are administratively delineated spatial or geographical entities of socio-economic
and political significance in countries of decentralized governance and development. England and India,
among others, are examples for this decentralized economic system. This book is focused on political
economy analyses of economic governance of cities and regions in England. Economic governance is
broadly defined as “interactions between markets, policies, institutions, and networks, with empirical
attention focused on the frameworks and mechanisms underpinning economic development”. Methodology
of the analyses is descriptive and aims to provide with rich theoretical and empirical insights into urban
and regional economic development for the benefit of drawing lessons by other countries.
The materials in this book are heavily drawn from the author’s previously published works over
the period 1998 to 2019. In general, each chapter is based on at least one published paper of the author
in top quality international journals and edited volumes. All previously published articles have been
edited to present a simple and coherent narrative, excluding the original figures, tables and footnotes. In
addition, the book includes interesting case studies based on 250 or more interviews, undertaken between
1993 and 2018 with policy makers working in formulation and implementation of policies for economic
development. Interestingly, several of those interviewed have been interviewed several times over these
years if they had continued in their original roles.
The framework of this book is analytical based on the geographical political economy, neoliberalism,
and the crisis space. The book is organized in 4 parts and 12 chapters. Part I is on the Neo Localism
and focuses on government and governance, urban crisis and contradiction, and zones of welfare and
workfare. Part II includes analysis of regional development agencies, spaces of regionalism and cityregion building in the New Regionalism framework. Part III develops the New New Localism to analyze
locality making, devolution dynamics and devolution depoliticisation. Finally, Part IV offers Alternatives
to Neoliberalism to address issues relating to inclusive growth, governance and beyond withered local
states.
Interestingly, the above analytical frameworks use the historical details and multi-casual and interdisciplinary research boundaries to offer an in-perspective political economy analysis encompassing
economy, society and space and interface between economic and political geography. In this context,
the book presents newer analytical and empirical approaches of going backwards to go forwards. This is
essentially what economists often say: We study the present in the light of past for the purpose of future.
The book shows few novel ways of presenting economic governance issues by distinguishing timepath (1964 through 2015) of policy, structural and personal changes in education, regional government,
and industrial strategy. These temporal changes are distinguished by policy, programme, organization,
department and personnel. In addition, consolidation of evolution of 38 initiatives in local growth over
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the period 1975 to 2015 and geographical political economy of crisis spaces are succinctly presented by
figures.
The book ends with five key principles of sub-national social and economic development which
challenge the process of neoliberalism. First, promotion of inclusive governance at city level. Second,
design of a new growth model and strategies to reduce poverty. Third, redesign welfare-to-work
programmes for target groups. Fourth, increase emphasis on in-work support, skill acquisition, and
progression. Fifth, promotion of employment rights and employees voices with the city region. These five
principles are of relevance and applicability for city-regional development, government and governance
at national and sub-national levels in India and in other developing countries.
The book is a contribution to inter-disciplinary geographical political economy of cities and regions.
Though based on England’s experience, the book is of general relevance and applicability across countries
including India. It is a useful reference book for students, teachers, researchers, practitioners and policy
makers who deal with multi-dimensional and comparative urban and regional economic governance and
development issues in different countries and institutional set ups. The long list of references compressed
in 48 pages at the end of the book is a fine source of comprehensive literature for both early and senior
researchers in urban and regional development studies.
Dr M.R. Narayana
Fiscal Policy Institute
Bengaluru - 560060
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APPRECIATION RECEIVED
I found the journal very innovative, interesting and apt particularly, article on “Approaches to
designing a Central-State Equalization System”. My congratulations to FPI, Bengaluru on bringing
forth financial and fiscal issues in government and governance through this journal.
- Dr. R S Sharma
Chairman
Telecom Regulatory Authority of India
The articles by distinguished researchers from the premier institutes, eminent scholars and
practitioners are very useful and are expected to be of policy use for professional and policy makers
- Pradipta Kumar Bisoi
Secretary,
Department of Posts, Ministry of Communications
Government of India
The Journal has come out very well which highlights fiscal issues, governance and current topic
on Indian economy. I am impressed with the contents of Journal.
- Prof. Devang V. Khakhar
Director
IIT Bombay
The journal is useful to our institution and students. I take this opportunity to thank you and the
contributors of useful articles in the Journal.
- M. Lakshminarayana, IAS (Retd.)
Former Director
BASE, Bengaluru
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INNOVATIONS IN FISCAL POLICY OF GOVERNMENT OF KARNATAKA:
Child Budget 2020-21
The first Child Budget 2020-21 is a significant and innovative policy initiative by Government of Karnataka.
It was presented by the Hon’ble Chief Minister & Finance Minister of Karnataka on 5th March 2020 as a part
of State’s Budget 2020-21. The key objectives and importance of the Child Budget were highlighted in the
Budget Speech of the Hon’ble Chief Minister in following terms: “A special feature of the current Budget is
that our Government is presenting the Child Budget for the first time in the history of the State. All the policies
and programmes for the development of children below 18 years of age are consolidated and presented in this
Budget. 279 programmes involving Rs.36,340 crore are proposed in the Budget for the year 2020-21, comprising
of 15.28% of the total volume of the Budget. This Budget highlights the commitment of our Government towards
all round development of children in the State”. (Page 38: Para 121).
Karnataka’s Child Budget 2020-21 is unique in terms of identifying and classifying child
centric programmes in the State Budget by (i) 100% Child Centric Programmes and NonProgrammes. (ii) Less than 100% Child Centric Programmes and Non-Programmes. The Child
Budget allocation is as follows. The size of Child Budget of Karnataka is 15.28% in 2020-21.
Child Centric Programmes & Non-programmes
Number of Child Centric Budget Allocations (Rs.
Programmes & NonLakh)
Programmes
100% Child Centric Programmes
78
1165844.95
100% Child Centric Non-Programmes
23
1873323.62
Less than 100% Child Centric Programmes
119
1283697.23
Less than 100% Child Centric Non-Programmes
59
469548.20
Less than 100% Child Centric Programmes & Non594876.17
Programmes (adjusted)
Total
279
3634044.74
Total disbursement on Consolidated Fund of
23789333.15
Karnataka
Total allocation as a percentage of total disbursement
15.28 %
on Consolidated Fund of Karnataka
Source: Child Budget 2020-21, Government of Karnataka (Bengaluru). Downloadable at the following link:
https://finance.karnataka.gov.in/ or https://fpibengaluru.karnataka.gov.in/
Distribution of the total child centric allocations by major sectors of child development shows the relative
importance of child centric allocation to education (67%). Other child development allocations are nutritional
programmes (13%), Health (16%), Protection (1%) and Others (3%).
As a policy tool, Child Budget gives information on how much budgetary resource is allocated and spent on
child development programmes in various departments of GoK. Hence, it is useful to understand and analyze
the child responsive budgetary allocations and expenditures and policy prioritization, evaluation and monitoring
of budgetary resources for child development in the State, especially in regard to attainment of the goals and
targets of the UN-SDGs.
The research for preparation of Child Budget 2020-21 was supported by the UNICEF-Project on Capacity
Building and Research on Public Finances for Children in Karnataka State at Fiscal Policy Institute.
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ONLINE INITIATIVES OF FISCAL POLICY INSTITUTE
Online Training Programme
Following the guidelines from Union Ministry of Home and Government of Karnataka, FPI has
initiated the design and conduct of the Online Training in view of the Covid-19 pandemic. FPI model
of Online Training has following features: (a) Technology-enabled and Webex-platform based. (b)
Training sessions are conducted by Resource Persons (RPs) at the Audio Visual Rooms/studios at
FPI. (c) Nominated officers in GoK are the trainees who are remotely/distantly located at their offices
throughout the State. (d) Requirements and availability of technical infrastructure of trainees at their
locations are ensured before the start of the training. All standard methods and instruments of inperson training are usable in on-line training.
The online training programmes conducted up to now includes the following.
(a) 10 Half-a-day (20 sessions) Online Training Programme on Financial Management for officers of
KSA&AD.
(b) 4 Half-a-day (8 sessions) Online Training Programme on Microsoft Office for the officers of
KSA&AD.
(c) Two half-day Training Programmes on financial aspects for Non-Finance Department officers of
GoK on the following themes: (i) Computation of Income Tax on Salary Income & TDS under Sec.
192 of IT Act. (ii) Workshop on Khajane-II. (iii) Workshop on Public Procurement Procedure. (iv)
Training programme on Banking Transactions & BRS including Cashbook.

Online Internship Programme
Ten students who are currently pursuing Master Degree courses in specified subjects have been selected
for Online Internship Programme in 2020-21 by a national competitive process. These students are
from prestigious institutions like London School of Economics and Politics, National Law School of
India University, Madras School of Economics, Central University of Hyderabad etc. Duration of the
internship is two months with a stipend of Rs.10000 per month. All the selected students are currently
enrolled and carrying out short term research leading to preparation of an internship report under a
mentor in FPI on an Online mode. This initiative has been taken to overcome the constraints faced due
to Covid-19 pandemic.
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SUBMISSION GUIDELINES TO AUTHORS
Aarthika Charche – FPI Journal of Economics & Governance is a bi-annual journal published by
Fiscal Policy Institute, Government of Karnataka, Bengaluru (India). The Journal invites original and
unpublished research articles on Indian economy and economic governance at national, state and local
levels. Articles focusing on macroeconomics, public finance, fiscal policy, financial decentralization,
public financial management, public project management and evaluation, gender and held budget and
audit and e-Governance with special reference to Karnataka State are of special importance for the
Journal.
Manuscript for consideration for publication shall be sent (a) in duplicate and by post to the Director,
Fiscal Policy Institute, Bangalore-Mysore Road, Kengeri Post, Bengaluru 560060, India; or (b) by email
attachment to: director[at]fpibangalore[dot]gov[dot]in and journal [at]fpibangalore[dot]gov[dot]in
The preferred size of manuscript (including references, tables, figures and annexures) is 4000 to 6000
words.
Guidelines for preparation of manuscripts
Title Page
Title page shall contain title of manuscript, name of author/s including their position, affiliation and
contact details (postal address, telephone number and email), abstract of article (about 100-150 words)
and acknowledgments, if any.
Text
Text to be in MS word document format [Times New Roman font with 12 size, 1.5 line spacing and
justified alignment]. Headings to be in lower case and bold. All tables and figures to be in editable format
and placed in running text. All equations to be sequentially numbered and inserted in text using equation
editor. Abbreviations to be defined at first mention and used consistently thereafter. No footnotes to
include any tables, graphs and reference list. All annexures to be given at end of text.
References
This journal follows reference style of American Psychological Association (APA) 6th Edition. Cite
references in text by name and year in parenthesis. The list of reference to include those cited in text and
annexures.
Editorial Review Process
All submitted manuscripts would undergo a preliminary review by the Editor-in-Chief and those
found suitable for the Journal are reviewed by experts by a double blind review process. Manuscripts
are acceptable for publication subject to (a) reviewers’ recommendation for publication and (b) author’s/
authors’ satisfactory revisions based on the reviewers’ comments and suggestions, if any. All accepted
manuscripts are copy-edited and sent for authors’ approval. Print page proofs are read by the Journal’s
editorial team to avoid delay in communications and speed up publication. Print and soft copies of
Journal’s issue are sent to all authors.
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ANNOUNCEMENTS

INVITATION OF ARTICLES FOR SPECIAL ISSUE OF AARTHIKA CHARCHE
“IMPACT OF COVID-19 AND LOCKADOWN ON INDIAN ECONOMY”
Articles are invited on impact of Covid-19 and lockdown on Indian economy for the Special Issue of
Aathika Charche: FPI Journal of Economics and Governance (Volume 5, No.2, 2020: July-December
2020). Article with focus on impact studies on the following topics and Karnataka State in national
and global perspectives are specially invited.
1) Public health expenditure and financing, 2) Health and nutrition of children, 3) Public financing of
livelihood security measures for vulnerable sections including unorganized and migrant workers, 4)
Impact of reverse migration on remittances from urban to rural areas, 5) Shortage of labour force in
urban sector due to reverse migration & its implications on various sectors, 6) Public revenue effects,
7) Financing of economic stimulus packages, 8) Fiscal policy and macroeconomic management, 9)
Growth effects, 10) Micro, Small and Medium Enterprises, 11) Financial sector including microfinance,
12) Employment and Unemployment, 13) Agricultural production, marketing and income, and 14)
Foreign trade and investment.
Contributors are requested to send their articles by e-Mail attachment to: director@fpibangalore.gov.
in on or before 31st October 2020.

APPLICATIONS FOR THE POST OF RESEARCH FELLOWS, RESEARCH ASSOCIATES &
RESEARCH CONSULTANTS
Applications are invited for the posts of Research Fellows, Research Associates & Research Consultants
at Fiscal Policy Institute (FPI) on contract basis. The eligible candidates may apply in the prescribed
application format as detailed and available at https://fpibengaluru.karnataka.gov.in/.
APPLICATIONS FOR THE POST OF THREE RESEARCH OFFICERS & ONE
STATISTICAL ASSISTANT
Applications are invited from the experienced and eligible candidates for the above posts in UNICEFsponsored research project on Child Budget for Government of Karnataka for a period of Six months
on contract basis. Application details and form are available at https://fpibengaluru.karnataka.gov.in/.

Release of 8th edition of 'Aarthika Charche' in Governing Council meeting of
FPI held on 3rd January 2020 at Vidhana Soudha, Bengaluru

Technical Advisory Group Meeting of the UNICEF Sponsored Project on 'Capacity Building and
Research on Public Finances for Children in Karnataka’ held on 8th January 2020 at FPI

Online Training Programme in 'Financial Management' for the Officers of KSA&AD, GoK.
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