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)RU� YHU\� KHOSIXO� FRPPHQWV� RQ� WZR� HDUOLHU� GUDIWV�� WKH� DXWKRU� LV� JUDWHIXO� WR
*LRYDQQL�$QGUHD�&RUQLD��&RQYHUVDWLRQV�ZLWK�*LDQQL�9DJJL��0LFKDHO�/LSWRQ�
7RQ\�$GGLVRQ�� DQG� 7RQ\� $WNLQVRQ� KDYH� KHOSHG� LPSURYH� WKH� SDSHU�� 5DJKDY
*DLKD�DQG�0DUWLQ�5DYDOOLRQ�JHQHURXVO\�SURYLGHG�FRSLHV�RI� WKHLU�ZRUN� LQ� WKLV
DUHD�� 7KH� DXWKRU
V� VWXGHQW�� ,ERWRPEL� /RQJMDP�� H[WHQGHG� LQYDOXDEOH� UHVHDUFK
DVVLVWDQFH�� 7KH� UHVSRQVLELOLW\� IRU� DOO� RSLQLRQV� DQG� DQ\� HUURUV� LV� WKH� DXWKRU
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7KLV�VWXG\�H[DPLQHV�WKH�HPSLULFDO�UHODWLRQVKLS�DPRQJ�LQHTXDOLW\��SRYHUW\�DQG
HFRQRPLF� JURZWK� LQ� ,QGLD�� 8VLQJ� GDWD� RQ� FRQVXPSWLRQ� IURP� WKH� ��WK� WR� WKH
��UG� 5RXQGV� RI� WKH� 1DWLRQDO� 6DPSOH� 6XUYH\�� WKH� DXWKRU� FRPSXWHV�� IRU� ERWK
UXUDO� DQG� XUEDQ� VHFWRUV�� WKH� *LQL� FRHIILFLHQW� DQG� WKUHH� SRSXODU� PHDVXUHV� RI
SRYHUW\�� 7KH� REVHUYHG� FKDQJHV� LQ� LQHTXDOLW\� DQG� SRYHUW\� DUH� H[SODLQHG� LQ
WHUPV�RI�WKH�EHKDYLRXU�RI�NH\�PDFURHFRQRPLF�DJJUHJDWHV��$�VKDUS�ULVH�LQ�UXUDO
DQG��SDUWLFXODUO\��XUEDQ�LQHTXDOLW\�DQG�RQO\�D�PDUJLQDO�GHFOLQH�LQ�SRYHUW\�KDYH
FKDUDFWHUL]HG� WKH� SRVW�UHIRUP� SHULRG�� 7KH� ULVH� LQ� LQHTXDOLW\� LV� H[SODLQHG� LQ
WHUPV�RI�DQ�LQFUHDVH�LQ�WKH�UHODWLYH�VKDUH�RI�RXWSXW�JRLQJ�WR�FDSLWDO�DV�FRPSDUHG
WR�ODERXU��D�GURS�LQ� WKH�UDWH�RI� ODERXU�DEVRUSWLRQ�DQG�WKH� UDSLG�JURZWK�RI� WKH
VHUYLFHV� VHFWRU�� 7KH� ULVH� LQ� LQHTXDOLW\� KDV� GLPLQLVKHG� WKH� SRYHUW\�UHGXFLQJ
HIIHFWV� RI� KLJKHU� JURZWK�� 7KH� UHIRUPV� KDYH� DOVR� EHHQ� FKDUDFWHUL]HG� E\
ZLGHQLQJ� UHJLRQDO� LQHTXDOLW\�� 7KLV� LV� HVSHFLDOO\� WUXH� LQ� WKH� FDVH� RI� WKH
LQFLGHQFH�RI�UXUDO�SRYHUW\��EXW�DOVR��WR�D�OHVVHU�H[WHQW��XUEDQ�SRYHUW\��6WDWLVWLFDO
FRQYHUJHQFH� DPRQJ� VWDWHV� LQ� WHUPV� RI� LQHTXDOLW\�� SRYHUW\� DQG� UHDO� PHDQ
FRQVXPSWLRQ�LV�ZHDN��6HYHUDO�SROLF\�FRQFOXVLRQV�DUH�DGYDQFHG�
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7KH� XOWLPDWH� DLP� RI� HFRQRPLF� JURZWK� PXVW� EH� WKH� EHWWHUPHQW� RI� WKH� OLYLQJ
FRQGLWLRQV� RI� WKH� SRRU�� (FRQRPLF� JURZWK� WKDW� GRHV� QRW� OHDG� WR� VKDUS� DQG
VXVWDLQHG� UHGXFWLRQV� LQ� SRYHUW\� PD\� FUHDWH� PRUH� SUREOHPV� WKDQ� LW� VROYHV�
6LPLODUO\�� LI� UDSLG� JURZWK� LV� DFKLHYHG� DW� WKH� H[SHQVH� RI� D� ZRUVHQLQJ� LQ� WKH
GLVWULEXWLRQ� RI� UHVRXUFHV�� LW� XOWLPDWHO\� EHFRPHV� XQVXVWDLQDEOH�� VLQFH� LW
HQJHQGHUV�VRFLDO�WHQVLRQV��,QGHHG��LW�LV�SRVVLEOH�WR�LPDJLQH�D�VLWXDWLRQ�LQ�ZKLFK
HFRQRPLF�JURZWK�OHDGV�WR�VXFK�H[DFHUEDWLRQ�RI�LQHTXDOLW\�WKDW�SRYHUW\�DFWXDOO\
ULVHV�

,Q� ,QGLD�� WKH�DFFHSWHG�ZLVGRP� LV� WKDW� WKH� WUHQG� UDWH�RI�HFRQRPLF�JURZWK�ZDV
ORZ� DQG� VWDEOH� IRU� D� FRQVLGHUDEOH� SHULRG��$� EUHDN�ZDV� DFKLHYHG� WKURXJK� WKH
SURFHVV�RI�WUDGH�DQG�LQYHVWPHQW�OLEHUDOL]DWLRQ�DQG�HFRQRPLF�UHIRUPV�EHJXQ�LQ
������� 7KLV� OHG� WR� D� VKDUS� ULVH� LQ� WKH� WUHQG� UDWH� RI� HFRQRPLF� JURZWK�� $Q
LPSRUWDQW�TXHVWLRQ�WKDW�DULVHV�KHUH�LV��+RZ�KDV�WKLV�HFRQRPLF�JURZWK�DIIHFWHG
OHYHOV�RI� LQHTXDOLW\� DQG�SRYHUW\� LQ� ,QGLD"�7KLV� VWXG\� LV�GHVLJQHG� WR� DUULYH� DW
VRPH�WHQWDWLYH�FRQFOXVLRQV�RQ�WKLV�LPSRUWDQW�LVVXH�

7KH�DSSURDFK� WR� OLEHUDOL]DWLRQ� LQ� ,QGLD� �WKH�'HOKL� FRQVHQVXV��KDV� VRPH� FOHDU
GLIIHUHQFHV� ZLWK� WKH� VWDQGDUG� DSSURDFK� �WKH� :DVKLQJWRQ� FRQVHQVXV��� 2I
SDUWLFXODU�LPSRUWDQFH�DUH�GLIIHUHQFHV�LQ�WKH�EDVLF�SKLORVRSK\�RI�OLEHUDOL]DWLRQ�
,QGLD�KDV�RSWHG� IRU�JUDGXDO� DQG�FRQWUROOHG� OLEHUDOL]DWLRQ� DQG�GRZQSOD\HG� WKH
VWUHVV� RQ� WKH� VSHHG�RI� UHIRUPV� HPSKDVL]HG� E\� WKH�:DVKLQJWRQ� FRQVHQVXV�� ,Q
DGGLWLRQ�� WKHUH� DUH� GLIIHUHQFHV� LQ� GHWDLO�� 7KXV�� DSDUW� IURP� WKH� ,0)� IXQGV
UHFHLYHG� LQ� ������ UHOLDQFH� RQ� IRUHLJQ� ELODWHUDO� RU� PXOWLODWHUDO� SXEOLF� FDSLWDO
LQIORZV�KDV�EHHQ�YHU\�OLPLWHG��&RQVHTXHQWO\��DIWHU�WKH�UHIRUPV��SROLF\�PDNHUV
KDYH�EHHQ� IDFLQJ�D�KDUG�JRYHUQPHQW�EXGJHW� FRQVWUDLQW�� EXW�QRW� D� WKUHDWHQLQJ
H[WHUQDO� SD\PHQWV� VLWXDWLRQ�� 7KH� 'HOKL� FRQVHQVXV� KDV� HPSKDVL]HG� WKH� VORZ
OLEHUDOL]DWLRQ� RI� WUDGH� DQG� YHU\� JUDGXDO� SULYDWL]DWLRQ� DQG� DYRLGHG� FDSLWDO
DFFRXQW�OLEHUDOL]DWLRQ�

7KLV� SUXGHQW� DSSURDFK� KDV� VLGHVWHSSHG� PDMRU� VKRFNV�� DQG� WKH� FKDQJHV� LQ
LQHTXDOLW\�FRQVHTXHQW�XSRQ�WKHVH�UHIRUPV�KDYH�EHHQ�PRGHVW�E\� WKH�VWDQGDUGV
RI�� VD\�� WKH� WUDQVLWLRQ� HFRQRPLHV��5XUDO� LQHTXDOLW\�KDV� ULVHQ� DW� D� VORZHU�SDFH
WKDQ�KDV�XUEDQ�DQG�RYHUDOO�LQHTXDOLW\�

������������������������������������������
�� 6RPH� KDYH� DUJXHG� WKDW� JURZWK� SLFNHG� XS� LQ� WKH�PLG�����V� DV� D� VHTXHO� WR� WKH� UHIRUPV
LQLWLDWHG� WKHQ�� 1HYHUWKHOHVV�� ����� VWLOO� PDUNV� D� ZDWHUVKHG� \HDU� IRU� HFRQRPLF� UHIRUPV� LQ
,QGLD�
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7KH�ULVH�LQ�LQHTXDOLW\�KDV�EHHQ�WKH�UHVXOW�RI�WKUHH�IDFWRUV���L��D�VKLIW�LQ�HDUQLQJV
IURP� ODERXU� WR� FDSLWDO� LQFRPH�� �LL�� WKH� UDSLG� JURZWK�RI� WKH� VHUYLFHV� VHFWRU²
SDUWLFXODUO\� WKH� ),5(� VHFWRU�²ZLWK� D� FRQVHTXHQW� H[SORVLRQ� LQ� GHPDQG� IRU
VNLOOHG� ZRUNHUV� DQG� �LLL�� D� GURS� LQ� WKH� UDWH� RI� ODERXU� DEVRUSWLRQ� GXULQJ� WKH
UHIRUP� SHULRG�� 7KHUH� KDV� DOVR� EHHQ� DQ� LQFUHDVH� LQ� UHJLRQDO� LQHTXDOLW\�
HVSHFLDOO\�LQ�WKH�LQFLGHQFH�RI�UXUDO�SRYHUW\��7KLV�ULVH�LQ�LQHTXDOLW\�KDV�LPSOLHG
WKDW��GHVSLWH�EHWWHU�JURZWK��SRYHUW\�UHGXFWLRQ�KDV�EHHQ�VOXJJLVK�

7KH�SODQ�RI�WKLV�SDSHU�LV�DV�IROORZV��6HFWLRQ�,,�RXWOLQHV�VDOLHQW�DVSHFWV�RI� WKH
HFRQRPLF�SHUIRUPDQFH�RI�WKH�,QGLDQ�HFRQRP\�VLQFH�WKH�����V�DQG�SURYLGHV�D
EULHI�RYHUYLHZ�RI�WKH�HFRQRPLF�UHIRUPV�LQLWLDWHG��6HFWLRQ�,,,�DQDO\VHV�WUHQGV�LQ
DJJUHJDWH� LQHTXDOLW\� DQG�SRYHUW\� DQG� VXJJHVWV�SRVVLEOH� H[SODQDWLRQV�� 6HFWLRQ
,9�RXWOLQHV� WKH�PDMRU�FKDUDFWHULVWLFV�RI�SRYHUW\�DQG�LQHTXDOLW\�DW� WKH� OHYHO�RI
LQGLYLGXDO�VWDWHV��6HFWLRQ�9�FRQFOXGHV�

,, 6$/,(17�(&2120,&�3(5)250$1&(�$63(&76�$1'
5(&(17�32/,&<�5()2506

7KUHH� EURDG� SKDVHV�� FDQ� EH� LGHQWLILHG� LQ� WKH� GHYHORSPHQW� RI� WKH� ,QGLDQ
HFRQRP\�� �L�� 'XULQJ� �������� WKH� UDWH� RI� JURZWK� RI� *'3� ZDV� ORZ�� 7KH
LQGXVWULDO� HFRQRP\� ZDV� LQ� LWV� LQIDQF\�� DQG� IHXGDO� VWUXFWXUHV� VXFK� DV� WKH
]DPLQGDUL��ZHUH�EHLQJ�GLVPDQWOHG�� �LL��6OLJKWO\�KLJKHU�HFRQRPLF�JURZWK�ZDV
W\SLFDO� LQ� �������� SULPDULO\� EHFDXVH� RI� WKH� ERRVW� LQ� DJULFXOWXUH� FRQVHTXHQW
XSRQ�WKH�*UHHQ�5HYROXWLRQ�DQG�D�PRUH�PDWXUH�LQGXVWULDO�EDVH���LLL��3RVW�����
KDV�EHHQ�FKDUDFWHUL]HG�E\�PXFK�KLJKHU�JURZWK�UDWHV��WKRXJK�WKLV�JURZWK�LV�QRW
SURSHOOHG�E\�WKH�DJULFXOWXUDO�VHFWRU�

7DEOH� �� SURYLGHV� D� VXPPDU\� RI� WKH� EHKDYLRXU� RI� NH\� PDFURHFRQRPLF
DJJUHJDWHV�IRU�WKHVH�SHULRGV�

7KH�UHDO�*'3�RI�WKH�,QGLDQ�HFRQRP\�KDV�JURZQ�E\�DERXW���SHU�FHQW�SHU�DQQXP
RQ�D�WUHQG�EDVLV�RYHU�WKH�QHDUO\����\HDUV�VLQFH���������,Q�SHU�FDSLWD�WHUPV��WKLV
ZRXOG�PHDQ�D�JURZWK�UDWH�RI�DERXW���SHU�FHQW�SHU�DQQXP��ZKLFK�ZRXOG� WKHQ

������������������������������������������
��),5(�UHIHUV�WR�EDQNLQJ��ILQDQFLDO�LQVWLWXWLRQV��LQVXUDQFH��DQG�UHDO�HVWDWH�
�� 7KLV� SHULRGL]DWLRQ� DOVR� FKDUDFWHUL]HV� WKH� GHYHORSPHQW� RI� LQHTXDOLW\� DQG� SRYHUW\�� DV
GLVFXVVHG�LQ�6HFWLRQ�,,,�
��7KH�]DPLQGDUL�DUH�D�ODQGORUG�VHUI�W\SH�RI�DJULFXOWXUH�WHQXUH�DUUDQJHPHQW��ZKHUHE\�PRVW�RI
WKH�ODQG�EHORQJV�WR�D�ODQGORUG��DQG�SHDVDQWV�SD\�WKH�ODQGORUG�IRU�WKH�ULJKW�WR�WLOO�WKH�VRLO�DQG
KDUYHVW�FURSV�
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LPSO\�WKDW�SHU�FDSLWD�RXWSXW�JUHZ�E\�D�IDFWRU�RI�DERXW�����RYHU�WKH�SHULRG������
���

TABLE 1
KEY NATIONAL ACCOUNT AGGREGATES (AT 1980-1 PRICES, %)

Mean growth GDP share
RGDP PFCE GFCE Per capita

NNP
Agriculture Manufactures Services

1951-63 (phase I) 3.8 3.4 6.8 1.6 53.50 17.43 29.07
1964-90 (phase II) 4.3 3.8 5.8 1.8 40.92 24.22 34.82
1991- (phase III)* 5.02 5.22 3.16 3.8 31.53 25.65 42.82
1992- 5.04 4.49 5.04 4.7 31.35 25.35 43.29

Note: RGDP = real GDP (at 1980-81 prices). PFCE = private final consumption
expenditure. GFCE = government final consumption expenditure. NNP = net national
product. * Phase III figures are given in two stages: one including, and the other excluding
the ’crisis year’, 1991.
Source: calculated from figures provided by Central Statistical Organization (CSO).

,Q� FRQVRQDQFH� ZLWK� LQWHUQDWLRQDO� H[SHULHQFH�� HFRQRPLF� JURZWK� LQ� ,QGLD� KDV
EHHQ�FKDUDFWHUL]HG�E\�FRQVLGHUDEOH�WUDQVIRUPDWLRQ�LQ�WKH�VHFWRUDO�FRPSRVLWLRQ
RI� DJJUHJDWH� RXWSXW� �)LJXUH� ���� 7KH� VKDUH� RI� DJULFXOWXUH� LQ� YDOXH� DGGHG
UHPDLQHG� VWHDG\� XQWLO� DERXW� ����� DQG� WKHQ� VWDUWHG� WR� GHFOLQH�� $JULFXOWXUDO
SURGXFWLYLW\�ZDV�YLUWXDOO\�VWDJQDQW�DQG�TXLWH�YRODWLOH��LQ�SHU�FDSLWD�WHUPV��XQWLO
DERXW� ������ 6LQFH� DURXQG� ����� LW� KDV� VKRZQ� DQ� DOPRVW� VWHDG\� JURZWK� RI
VOLJKWO\� DERYH���SHU� FHQW�SHU� DQQXP��7KH� VKDUH�RI�PDQXIDFWXULQJ�KDV�JURZQ
YHU\� VORZO\�� UHDFKLQJ� D� SODWHDX� RI� DERXW� ��� SHU� FHQW� LQ� ������ ,W� LV� ZLGHO\
EHOLHYHG� �-KD� DQG� 6DKQL�� ������ WKDW� WRWDO� IDFWRU� SURGXFWLYLW\� JURZWK� LQ� WKH
PDQXIDFWXULQJ� VHFWRU� KDV� EHHQ� VOXJJLVK�� 7KH� VKDUH� RI� VHUYLFHV� KDV� LQFUHDVHG
TXLWH� TXLFNO\�� ZLWK� WZR� SKDVHV� RI� UDSLG� H[SDQVLRQ�� 7KH� \HDUV� IROORZLQJ� WKH
QDWLRQDOL]DWLRQ� RI� EDQNV� LQ� ����� VDZ� D� UDSLG� H[SDQVLRQ� LQ� EDQN� SHQHWUDWLRQ�
SDUWLFXODUO\� LQ� UXUDO�DUHDV��7KH� ILQDQFLDO� OLEHUDOL]DWLRQ�EHJXQ� LQ������DQG� WKH
UDSLG� GHYHORSPHQW� RI� LQGXVWULHV� LQ� WKH� ILHOG� RI� LQIRUPDWLRQ� WHFKQRORJ\� KDYH
KDG�EHQHILFLDO�HIIHFWV�RQ�SURGXFWLYLW\�DQG�WKH�JURZWK�RI�RXWSXW�LQ�WKH�VHUYLFHV
VHFWRU�

)OXFWXDWLRQV� LQ� WKH�JURZWK� UDWH�RI�*'3�ZHUH�XQWLO� UHFHQWO\�GULYHQ�PRVWO\�E\
WKH�YDJDULHV�RI� WKH�PRQVRRQ��*RRG�UDLQIDOO�ZRXOG� OHDG�WR�EHWWHU�KDUYHVWV�DQG
EHWWHU�*'3�SHUIRUPDQFH���+RZHYHU��VLQFH�WKH�����V��LQ�D�UHIOHFWLRQ�RI�WKH�VKLIW
LQ�WKH�VHFWRUDO�FRPSRVLWLRQ�RI�RXWSXW��WKH�HFRQRP\�KDV�EHFRPH�OHVV�GHSHQGHQW
RQ� WKH�PRQVRRQV��*'3� JURZWK�ZDV� SRVLWLYH� LQ� ����� DQG� ����� GHVSLWH� SRRU
UDLQV�

������������������������������������������
��7KH�*'3�JURZWK�UDWH�ZDV�QHJDWLYH�LQ� WKH�GURXJKW�\HDUV�RI�������������������������DQG
��������
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FIGURE 1
PENSIONER-WORKER EXAMPLE: MARKET INCOME AND NET INCOME

Source: calculated from figures provided by Central Statistical Organization (CSO).

&KDQJHV�LQ�HPSOR\PHQW�SDWWHUQV�KDYH�EHHQ�VOXJJLVK�LQ�FRPSDULVRQ�WR�WKH�VKLIW
LQ�WKH�VHFWRUDO�FRPSRVLWLRQ�RI�RXWSXW��$JULFXOWXUH�VWLOO�DFFRXQWV�IRU�WKH�EXON�RI
HPSOR\PHQW� �7DEOH� ���� (YHQ� DV� ODWH� DV� �������� DERXW� ��� SHU� FHQW� RI� WKH
SRSXODWLRQ� ZDV� GHSHQGHQW� IRU� ZRUN� RQ� DJULFXOWXUH� LQ� UXUDO� DUHDV�� ,Q� XUEDQ
DUHDV��WKH�ILJXUH�ZDV���SHU�FHQW��6LQFH�WKH�UXUDO�SRSXODWLRQ�DFFRXQWV�IRU�DERXW
WKUHH�TXDUWHUV�RI�WKH�WRWDO�SRSXODWLRQ��D�ODUJH�PDMRULW\�RI�,QGLD
V�SRSXODWLRQ�LV
VWLOO�GHSHQGHQW�RQ�DJULFXOWXUH�IRU�WKHLU�OLYHOLKRRGV�

TABLE 2
HOUSEHOLD DISTRIBUTION BY EMPLOYMENT (%)

Rural Urban
Agriculture Industry Service Other Agriculture Industry Service Other

1983 77.3 10.0 12.7 – 16.5 31.0 52.5 –
1987-8 70.7 11.8 13.6 3.9 7.5 31.2 52.9 8.2
1993-4 71.0 10.9 14.8 3.4 7.7 29.6 54.2 8.6
Note: ’Other’ represents households that had no income from economic activity. For 1983,
agriculture includes ’other’.
Source: Government of India (1996a).

7DEOH���SUHVHQWV�HYLGHQFH�RQ�WKH�UDWH�RI�XQHPSOR\PHQW��WKH�QXPEHU�RI�SHRSOH
XQHPSOR\HG� SHU� ������ SHUVRQV� LQ� WKH� ZRUNIRUFH�� XVLQJ� WKUHH� GLIIHUHQW� WLPH
FRQFHSWV�� �L�� 8VXDO� VWDWXV� �86�� LQGLFDWHV� WKH� H[WHQW� RI� XQHPSOR\PHQW� 
IRU� D
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UHODWLYHO\�ORQJHU�SHULRG�GXULQJ�WKH�UHIHUHQFH�SHULRG�RI�����GD\V
�DQG�PHDVXUHV
WKH�PDJQLWXGH�RI�FKURQLF�XQHPSOR\PHQW��6RPH�RI�WKRVH�ZKR�DUH�XQHPSOR\HG
DFFRUGLQJ�WR�WKLV�FULWHULRQ�PD\�EH�ZRUNLQJ�LQ�D�VXEVLGLDU\�FDSDFLW\��:KHQ�WKH
XQHPSOR\PHQW� UDWH� H[FOXGHV� WKRVH� HPSOR\HG� LQ� D� VXEVLGLDU\� FDSDFLW\�� WKH
FRUUHVSRQGLQJ� ILJXUHV� DUH� UHSRUWHG� LQ� WKH� FROXPQ� 
86� DGMXVWHG
�� �LL��:HHNO\
VWDWXV��&:6��LQGLFDWHV�WKH�QXPEHU�XQHPSOR\HG��SHU��������GXULQJ�WKH�DYHUDJH
ZHHN�RI�WKH�VXUYH\�\HDU��,W�LQFOXGHV�WKRVH�ZKR�DUH�FKURQLFDOO\�XQHPSOR\HG��DV
ZHOO� DV� WKRVH�ZKR�� DPRQJ� WKH� XVXDOO\� HPSOR\HG� FDWHJRU\�� DUH� LQWHUPLWWHQWO\
XQHPSOR\HG�GXH� WR� VHDVRQDO� IOXFWXDWLRQV� LQ� ODERXU�GHPDQG�� �LLL��'DLO\� VWDWXV
�&'6��JLYHV�WKLV�VDPH�LQIRUPDWLRQ�IRU�DQ�DYHUDJH�GD\�GXULQJ�WKH�VXUYH\�\HDU�

TABLE 3
ALL-INDIA UNEMPLOYMENT RATES

Male Female
US US (adj) CWS CDS US US (adj) CWS CDS

Rural
1993-4 2.0 1.4 3.0 5.6 1.4 0.8 3.0 5.6
1987-8 2.8 1.8 4.2 4.6 3.5 2.4 4.4 6.7
1983 2.1 1.4 3.7 7.5 1.4 0.7 4.3 9.0
1977-8 2.2 1.3 3.6 7.1 5.5 2.0 4.1 9.2
1972-3 – 1.2 3.0 6.8 – 0.5 5.5 11.2

Urban
1993-4 4.5 4.0 5.2 6.7 8.3 6.2 8.4 10.5
1987-8 6.1 5.2 6.6 8.8 8.5 6.2 9.2 12.0
1983 5.9 5.1 6.7 9.2 6.9 4.9 7.5 11.0
1977-8 6.5 5.4 7.1 9.4 17.8 12.4 10.9 14.5
1972-3 – 4.8 6.0 8.0 – 6.0 9.2 13.7
Note: US: usual status; US (adj) US adjusted for subsidiary activity; CWS: current weekly
status; CDS: current daily status.
Source: Government of India (1996a).

%HWZHHQ� ������� DQG� ������� WKH� FKURQLF� XQHPSOR\PHQW� UDWH� DPRQJ� PDOHV
YDULHG�EHWZHHQ���SHU�FHQW�DQG�����SHU�FHQW�LQ�UXUDO�,QGLD�DQG�EHWZHHQ�����SHU
FHQW� DQG� ���� SHU� FHQW� LQ� XUEDQ� ,QGLD�� 7KHVH� ILJXUHV� PLJKW� DSSHDU� ORZ� LQ
FRPSDULVRQ�WR�WKRVH�LQ�VRPH�GHYHORSHG�FRXQWULHV��EXW��DV�VHYHUDO�DXWKRUV�KDYH
DUJXHG�� WKH� SRRU�� ZKR� GHSHQG� DOPRVW� H[FOXVLYHO\� RQ� ODERXU� LQFRPH�� FDQ� LOO
DIIRUG�WR�UHPDLQ�XQHPSOR\HG�RQ�D�UHJXODU�EDVLV��7KHLU�SRYHUW\�LV�UHIOHFWHG�E\
WKHLU�HDUQLQJV�UDWKHU�WKDQ�E\�WKHLU�XQHPSOR\PHQW�VWDWXV�

$V� ZH� PRYH� IURP� WKH� XVXDO� VWDWXV� WR� WKH� ZHHNO\� RU� GDLO\� VWDWXV�� WKH
XQHPSOR\PHQW� UDWH� ULVHV� VXEVWDQWLDOO\� EHFDXVH� RI� H[WHQVLRQV� LQ� FRYHUDJH�� ,Q
��������LW�ZDV���SHU�FHQW�LQ�WKH�UXUDO�VHFWRU�DPRQJ�ERWK�PDOHV�DQG�IHPDOHV�DQG
�� SHU� FHQW� ���� SHU� FHQW�� IRU� WKH� XUEDQ�PDOH� �XUEDQ� IHPDOH�� SRSXODWLRQ� RQ� D
GDLO\�VWDWXV� EDVLV�� LQGLFDWLQJ� ODUJH� VHDVRQDO� RU� LQWHUPLWWHQW� XQHPSOR\PHQW�
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7KHUH�LV�QR�FOHDU�WUHQG�LQ� WKH�XQHPSOR\PHQW�UDWHV�RYHU� WKH� ODVW� WZR�GHFDGHV�

H[FHSW� WKDW� WKHUH� ZDV� D� GURS�� EHWZHHQ� ������� DQG� �������� )OXFWXDWLRQV� LQ
XQHPSOR\PHQW�DUH�PRUH�VHYHUH�IRU�IHPDOHV�WKDQ�WKH\�DUH�IRU�PDOHV�

,QGLDQ� HFRQRPLF� UHIRUPV�� ZKLFK� EHJDQ� LQ� �������� ZHUH� DQ� DPDOJDP� RI
PDFURHFRQRPLF�VWDELOL]DWLRQ�DQG�VWUXFWXUDO�DGMXVWPHQW�DQG�ZHUH�LQLWLDWHG�DIWHU
D�VHYHUH�PDFURHFRQRPLF�FULVLV��7KH�FRQWRXUV�RI�WKLV�FULVLV�DQG�WKH�UHVSRQVH�WR
LW� KDYH� EHHQ� ZHOO� VWXGLHG� �-RVKL� DQG� /LWWOH�� ������� 7KHUHIRUH�� RQO\� EULHI
FRPPHQWV�DUH�PDGH�RQ�WKHVH�QRZ�

,Q� WKH� HDUO\� PRQWKV� RI� ����� WKHUH� ZDV� D� VWHHS� GURS� LQ� IRUHLJQ� H[FKDQJH
UHVHUYHV��WR�DERXW����ELOOLRQ��RU�WZR�ZHHNV
�LPSRUWV���,QGLD
V�FUHGLW�UDWLQJ�ZDV
VKDUSO\�GRZQJUDGHG��DQG�SULYDWH�IRUHLJQ�OHQGLQJ�ZDV�FXW�RII��,QGXVWULDO�JURZWK
ZDV� VOXJJLVK�� ,QIODWLRQ� DW� ��� SHU� FHQW� �KLJK� E\� ,QGLDQ� VWDQGDUGV�� DQG� ULVLQJ�
KLJK�ILVFDO�DQG�FXUUHQW�DFFRXQW�GHILFLWV���DW����SHU�FHQW�DQG���SHU�FHQW�RI�*'3�
UHVSHFWLYHO\��DQG�D�KHDY\�DQG�JURZLQJ�EXUGHQ�RI�GRPHVWLF�DQG�H[WHUQDO�GHEW�
DV� ZHOO� DV� IDOOLQJ� UHDO� LQYHVWPHQWV�� ZHUH� VLJQV� RI� GHHS�URRWHG� VWUXFWXUDO
PDODLVH��

+RZHYHU�� LW� ZDV� UHFRJQL]HG� WKDW� WKHVH� SUREOHPV� ZHUH� WUDQVLWRU\� DQG� ZHUH
RFFXUULQJ� DJDLQVW� WKH� EDFNJURXQG� RI� WKH� UHODWLYHO\� KHDOWK\� HFRQRPLF
SHUIRUPDQFH� LQ� WKH� ODWWHU� KDOI� RI� WKH� ����V�� 7KXV�� WKH� :RUOG� %DQN� ������
REVHUYHV�


,QGLD�GLG�QRW�KDYH� WKH� LQIODWLRQ��H[WHUQDO�GHEW�� DQG�VRFLDO� LQHTXLWLHV� VR
VHYHUH�DV�LQ�/DWLQ�$PHULFD²DQG�ZDV�WKXV�DEOH�WR�VWDELOL]H�WKH�HFRQRP\
PRUH� UDSLGO\�DQG�DW� ORZHU� VRFLDO�FRVW��8QOLNH� IRUPHU� FHQWUDOO\�SODQQHG
HFRQRPLHV� LQ� (DVWHUQ� (XURSH� DQG� HOVHZKHUH�� DQG� ZKLOH� H[WUHPHO\
UHJXODWHG�� ,QGLD� DOUHDG\� KDG� DQ� XELTXLWRXV� SULYDWH� VHFWRU�� DOO� WKH

������������������������������������������
�� 0XQGOH� DQG� 7XODVLGKDU� ������� DUJXH� WKDW� UHFHQW� HFRQRPLF� UHIRUPV� KDYH� QRW� FKDQJHG
XQHPSOR\PHQW� YHU\� PXFK� DQG� WKDW� FKDQJHV� LQ� XQHPSOR\PHQW� FDQQRW� DFFRXQW� IRU� D
VLJQLILFDQW�SRUWLRQ�RI�WKH�LQFUHDVH�LQ�SRYHUW\�LQ�WKH�LPPHGLDWH�DIWHUPDWK�RI�WKH�UHIRUPV�
��7KHUH�LV�HYLGHQFH��GLVFXVVHG�LQ�VXEVHFWLRQ������VXJJHVWLQJ�WKDW�WKHUH�KDV�EHHQ�D�VORZGRZQ
LQ�WKH�UDWH�RI�JURZWK�RI�HPSOR\PHQW�JHQHUDWLRQ�LQ�WKH�SRVW�UHIRUP�SHULRG�
��7KURXJKRXW� WKLV�SDSHU�� ILVFDO�GHILFLW� UHIHUV� WR� WKH�FRPELQHG�ILVFDO�GHILFLWV�RI�FHQWUDO� DQG
VWDWH�JRYHUQPHQWV�
��([WHUQDO�VKRFNV�WKHPVHOYHV�SOD\HG�D�UHODWLYHO\�PLQRU�UROH�LQ�WKH�FULVLV��7KH�,UDTL�LQYDVLRQ
RI�.XZDLW�LQ�$XJXVW������FXW�RII�RLO�VXSSOLHV�IRU�D�ZKLOH��EXW�WKH�SUREOHP�FRXOG�KDYH�EHHQ
ZHDWKHUHG�ZLWKRXW�PXFK� GLIILFXOW\� �DV�� LQGHHG�� WKH� TXDGUXSOLQJ� RI� RLO� SULFHV� LQ� ����� KDG
EHHQ� ZHDWKHUHG��� H[FHSW� IRU� WKH� IDFW� WKDW� WKLV� LPSLQJHG� RQ� DQ� HFRQRP\� PDGH� KLJKO\
YXOQHUDEOH� E\� XQVRXQG� PDFURHFRQRPLF� SROLF\�� 6LPLODUO\�� WKH� FXW�RII� LQ� IRUHLJQ� SULYDWH
OHQGLQJ�ZDV�QRW�DQ�H[WHUQDO�VKRFN��EXW�D�UHDFWLRQ�WR�XQVXVWDLQDEOH�PDFURHFRQRPLF�SROLFLHV�
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LQVWLWXWLRQV�RI� D� IUHH�PDUNHW� HFRQRP\�� DQG� D� UHODWLYHO\�ZHOO�GHYHORSHG
ILQDQFLDO� VHFWRU�� ,QGLD�ZDV� WKXV� DEOH� WR� DYRLG� WKH� FRVWO\� LQGXVWULDO� DQG
ILQDQFLDO�FORVXUHV�DQG�UHVWUXFWXULQJ��VR� IUHTXHQW�DQG�VR�SDLQIXO� LQ�PRVW
RI� WKH� IRUPHU� VRFLDOLVW� HFRQRPLHV�RI�(DVWHUQ�(XURSH� DQG�&HQWUDO�$VLD�
DQG�ZKLFK�KDYH�FRQVLGHUDEO\�GHOD\HG�WKH�VXSSO\�UHVSRQVHV�WR�UHIRUPV�


+RZHYHU��WKLV�DOVR�PHDQW�WKDW��RQFH�WKH�EDVLF�HFRQRPLF�FULVLV�KDG�EHHQ�WDFNOHG�
WKH�SUHVVXUHV�WR�GHYHORS�D�FRQVHQVXV�WR�DGYDQFH�DQG�GHHSHQ�VWUXFWXUDO�UHIRUPV
ZRXOG�EH�UHGXFHG����DQG�VXEVHTXHQW�HFRQRPLF�UHIRUPV�ZRXOG�EH�JUDGXDO�DQG
QRW� VZHHSLQJ�� 7KH� MXVWLILFDWLRQ� JLYHQ� IRU� WKLV� LV� WKDW� ,QGLD
V� HFRQRPLF� FULVLV
ZDV�QRW�DV�VHULRXV�DV�WKDW�RI�WKH�WUDQVLWLRQ�HFRQRPLHV�DQG�WKDW�WKHUH�LV�D�QHHG�WR
DWWDLQ� SROLWLFDO� FRQVHQVXV� RQ� HFRQRPLF� UHIRUPV� LQ� D� ODUJH� DQG� YDULHG
GHPRFUDF\��7KH�HVVHQWLDO�FRQWRXUV�RI�WKH�HFRQRPLF�UHIRUP�SURJUDPPH�ZHUH�DV
IROORZV�

��� )LVFDO�FRQVROLGDWLRQ�DQG�VWDELOL]DWLRQ

)LVFDO�FRQVROLGDWLRQ�DQG�VWDELOL]DWLRQ�ZHUH�VHHQ�DV�SUHFRQGLWLRQV�IRU�VXFFHVVIXO
UHIRUPV� DQG� ZHUH� DVVLJQHG� WKH� KLJKHVW� SULRULW\�� HVSHFLDOO\� GXULQJ� WKH� LQLWLDO
SKDVH� RI� WKH� UHIRUP� SURJUDPPH�� 6RPH� UHGXFWLRQ� LQ� WKH� ILVFDO� GHILFLW� ZDV
DFKLHYHG�E\�V\VWHPLF�LPSURYHPHQWV��VXFK�DV�WKH�DEROLWLRQ�RI�H[SRUW�VXEVLGLHV
LQ��������� WKH�SDUWLDO� UHVWUXFWXULQJ�RI� WKH� IHUWLOL]HU�VXEVLG\� LQ��������DQG�WKH
SKDVLQJ�RXW�RI�EXGJHWDU\�VXSSRUW�WR�ORVV�PDNLQJ�SXEOLF�VHFWRU�HQWHUSULVHV��%XW
WKLV�ZDV� DFFRPSDQLHG�E\� VKDUS� UHGXFWLRQV� LQ� FDSLWDO� H[SHQGLWXUHV� DQG� LQ� WKH
WUDQVIHUV� WR� WKH�VWDWH�JRYHUQPHQWV��7KH�VWDWH�JRYHUQPHQWV�ZHUH�XQDEOH� WR�FXW
WKHLU� UHFXUUHQW� H[SHQGLWXUHV� DQG� UHVSRQGHG� E\� GHFUHDVLQJ� WKHLU� RZQ� FDSLWDO
H[SHQGLWXUHV�� VR� WKDW� WKH� H[SHQGLWXUH� SDWWHUQ� RI� ERWK� FHQWUDO� DQG� VWDWH
JRYHUQPHQWV� ZDV� LUUHYRFDEO\� ELDVHG� LQ� IDYRXU� RI� QRQ�FDSLWDO� �RU� UHYHQXH�
H[SHQGLWXUHV�IURP�DERXW������

��� ,QGXVWULDO�SROLF\�DQG�IRUHLJQ�LQYHVWPHQW

,QGXVWULDO� SROLF\� ZDV� VXEMHFWHG� WR� D� FRPSOHWH� RYHUKDXO�� 6HYHUDO� EDUULHUV� WR
HQWU\� LQWR� LQGXVWULHV�ZHUH� UHPRYHG�� ,QGXVWULDO� OLFHQVLQJ�ZDV�DEROLVKHG�H[FHSW
IRU� D� VPDOO� QXPEHU� RI� VPDOO�VFDOH� VHFWRUDO� XQLWV�� 7KH� SDUDOOHO�� EXW� VHSDUDWH
FRQWUROV�RYHU�LQYHVWPHQW�DQG�H[SDQVLRQ�E\�ODUJHU�LQGXVWULDO�KRXVHV�WKURXJK�WKH
0RQRSROLHV� DQG� 5HVWULFWLYH� 7UDGH� 3UDFWLFHV� $FW� ZHUH� DEROLVKHG�� 7KH
&RPSDQLHV�$FW�ZDV�VWUHDPOLQHG��7KH�OLVW�RI�LQGXVWULHV�UHVHUYHG�IRU�WKH�SXEOLF
VHFWRU�ZDV�GUDVWLFDOO\�UHGXFHG�
������������������������������������������
���7KLV� LV� UHIOHFWHG�� IRU� H[DPSOH�� LQ� D� UHOXFWDQFH� WR� WDFNOH� WKH� IUHVK� ILVFDO� FULVLV� WKDW� KDV
HPHUJHG��6HH�-KD��������
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7KHUH� ZDV� DOVR� D� UDGLFDO� UHVWUXFWXULQJ� RI� WKH� SXEOLF� SROLF\� WRZDUGV� IRUHLJQ
LQYHVWPHQW�� (DUOLHU�� ,QGLD
V� SROLF\� WRZDUGV� IRUHLJQ� LQYHVWPHQW� KDG� EHHQ� YHU\
VHOHFWLYH� DQG� KDG� EHHQ� SHUFHLYHG� E\� IRUHLJQHUV� DV� XQIULHQGO\�� (TXLW\
SDUWLFLSDWLRQ� ZDV� OLPLWHG� WR� DERXW� ��� SHU� FHQW�� H[FHSW� LQ� VHOHFWHG� KLJK
WHFKQRORJ\� RU� H[SRUW�RULHQWHG� VHFWRUV�� :LWK� WKH� EHJLQQLQJ� RI� UHIRUPV�� WKH
IRUHLJQ�LQYHVWPHQW�OLPLW�ZDV�UDLVHG�WR����SHU�FHQW�DQG�WKHQ�VWLOO�IXUWKHU�D�OLWWOH
ODWHU��)RUHLJQ�LQYHVWPHQW�LV�QRZ�SHUPLWWHG�LQ�D�PXFK�ODUJHU�QXPEHU�RI�VHFWRUV�
7KH�)RUHLJQ�,QYHVWPHQW�3URPRWLRQ�%RDUG�KDV�EHHQ�VHW�XS�WR�IDFLOLWDWH�IRUHLJQ
GLUHFW� LQYHVWPHQW� LQ� ,QGLD�� ,QGLD� KDV� HQWHUHG� LQWR� ELODWHUDO� DQG� PXOWLODWHUDO
LQYHVWPHQW�JXDUDQWHH�VFKHPHV�

��� 7UDGH�DQG�H[FKDQJH�UDWH�SROLFLHV

7UDGH� SROLFLHV� ZHUH� VXEVWDQWLDOO\� OLEHUDOL]HG� IRU� DOO� H[FHSW� ILQDO� FRQVXPHU
JRRGV�� 7KH� FRPSOH[� LPSRUW�FRQWURO� UHJLPH� IRU� LPSRUWV� RI� UDZ�PDWHULDOV� DQG
LQWHUPHGLDWH�DQG�FDSLWDO�JRRGV�ZDV�YLUWXDOO\�GLVPDQWOHG��%DJJDJH�DOORZDQFHV
IRU�LQWHUQDWLRQDO�WUDYHOOHUV�ZHUH�UDLVHG��4XDQWLWDWLYH�UHVWULFWLRQV�RQ�LPSRUWV�DQG
FXVWRPV� GXWLHV� ZHUH� ORZHUHG���� +RZHYHU�� WDULIIV� LQ� ,QGLD� DUH� VWLOO� KLJK� E\
$VLDQ�VWDQGDUGV�

7KH�H[FKDQJH�UDWH�UHJLPH�KDV�XQGHUJRQH�FRPSOHWH�WUDQVIRUPDWLRQ��7KH�KLJKO\
FRQWUROOHG� UHJLPH� EDVHG� RQ� D� FKURQLFDOO\� RYHUYDOXHG� H[FKDQJH� UDWH� IRU� WKH
UXSHH� ZDV� GLVPDQWOHG�� 7ZR� VXEVWDQWLDO� GHYDOXDWLRQV� ZHUH� IROORZHG� E\� WKH
HVWDEOLVKPHQW�RI�D�GXDO�DQG�WKHQ�D�XQLILHG�H[FKDQJH�UDWH�UHJLPH��,Q������ WKH
UXSHH� EHFDPH� FRQYHUWLEOH� RQ� WKH� FXUUHQW� DFFRXQW�� 7KH� OLEHUDOL]DWLRQ� RI� WKH
FDSLWDO�DFFRXQW�LV�VWLOO�WR�WDNH�SODFH���

��� 7D[�UHIRUP

7D[� UHIRUP� ZDV� XQGHUWDNHQ� VXEVHTXHQW� WR� WKH� UHSRUW� RI� D� JRYHUQPHQW
FRPPLWWHH�DQG�KDG�WKH�IROORZLQJ�EURDG�FKDUDFWHULVWLFV�

�� 7KH�QXPEHU�RI�LQFRPH�WD[�FDWHJRULHV�ZDV�EURXJKW�GRZQ��7KH�WRS�PDUJLQDO
UDWH�RI�WKH�SHUVRQDO�WD[��ZKLFK�KDG�EHHQ����SHU�FHQW�LQ�������FDPH�GRZQ�WR

������������������������������������������
���&XVWRPV�GXWLHV��RQ�DYHUDJH��PDLQWDLQHG�D�GRZQZDUG�WUHQG�LQ�WKH�����V�GHVSLWH�D�ULVH�LQ
WKH�GXW\�RQ�VRPH�LWHPV�LQ�WKH�FHQWUDO�JRYHUQPHQW�EXGJHW�IRU�����������
��� ,Q� ����� WKH� JRYHUQPHQW� VHW� XS� D� FRPPLWWHH� WR� H[DPLQH� WKH� SRVVLELOLW\� RI�PDNLQJ� WKH
UXSHH�FRQYHUWLEOH�RQ�WKH�FDSLWDO�DFFRXQW��7KLV�FRPPLWWHH�UHFRPPHQGHG�VWLII�FRQGLWLRQV�DQG
D�WDUJHW�GDWH�RI�������,Q�WKH�DIWHUPDWK�RI�WKH�(DVW�$VLDQ�FXUUHQF\�FULVLV��WKH�HQWKXVLDVP�IRU
FDSLWDO�DFFRXQW�FRQYHUWLELOLW\�KDV�FRQVLGHUDEO\�ZDQHG�



�

DV�ORZ�DV����SHU�FHQW����7KH�QXPEHU�RI�H[HPSWLRQV�ZDV�ORZHUHG��DOWKRXJK
VLJQLILFDQW�SURJUHVV�QHHGV� WR�EH�PDGH�RQ� WKLV� IURQW����6WURQJHU� LQFHQWLYHV
IRU� VDYLQJ�ZHUH�SURYLGHG�E\� UHGHILQLQJ� WKH�EDVH�RI� WKH�ZHDOWK� WD[� �ZKLFK
KDG� SUHYLRXVO\� HQFRPSDVVHG� DOO� SHUVRQDO� DVVHWV�� VR� DV� WR� GLVVRFLDWH� DOO
SURGXFWLYH�DVVHWV��LQFOXGLQJ�ILQDQFLDO�DVVHWV�

�� &RUSRUDWH� WD[� UDWHV��ZKLFK��LQ�������KDG�EHHQ�������SHU�FHQW� IRU�SXEOLFO\
OLVWHG�FRPSDQLHV�DQG������SHU�FHQW�IRU�FORVHO\�KHOG�FRPSDQLHV��ZHUH�XQLILHG
DW����SHU�FHQW��&RUSRUDWH�WD[HV�ZHUH�IXUWKHU�ORZHUHG�

�� ([FLVH�GXWLHV�RQ�PDQXIDFWXUHG�JRRGV�KDG�KLWKHUWR�EHHQ�FKDUJHG�DW�YDU\LQJ
UDWHV�RQ�GLIIHUHQW�FRPPRGLWLHV��DQG�PRVW�RI�WKHVH�GXWLHV�KDG�EHHQ�VSHFLILF
UDWKHU� WKDQ� DG�YDORUHP��7KHUH� KDG�EHHQ� DQ� DEXQGDQFH�RI� H[HPSWLRQV� DQG
LQWHUSUHWDWLRQV�RI�WKH�WD[�ODZV��,QGLUHFW�WD[�SURFHGXUHV�ZHUH�QRZ�VLPSOLILHG�
DQG�PRVW�GXWLHV�ZHUH�PDGH�DG�YDORUHP����7KH�
0RGYDW
�V\VWHP�RI�WD[�FUHGLW
IRU� WD[HV�SDLG� RQ� LQSXWV�ZDV� H[WHQGHG� WR� LQFOXGH� NH\� VHFWRUV� OLNH� WH[WLOHV
DQG� SHWUROHXP�� 7KH� QXPEHU� RI� H[FLVH� UDWHV� ZDV� PRUH� WKDQ� KDOYHG�� $
EHJLQQLQJ� ZDV�PDGH� ZLWK� UHVSHFW� WR� WKH� WD[DWLRQ� RI� VHUYLFHV�� 7KH� ORQJHU
WHUP�REMHFWLYH�RI�WKH�JRYHUQPHQW�LV�WR�PRYH�WR�D�IXOO�VFDOH�9$7��7KHUH�DUH
VRPH�LPSRUWDQW�SUREOHPV�KHUH��QRW�WKH�OHDVW�RI�ZKLFK�LV� WKH� LQWHJUDWLRQ�RI
WD[HV�RQ�SURGXFWLRQ��ZKLFK�DUH�XQGHU�WKH�FRQWURO�RI�WKH�FHQWUDO�JRYHUQPHQW�
ZLWK�WD[HV�RQ�VDOHV��ZKLFK�DUH�XQGHU�WKH�FRQWURO�RI�VWDWH�JRYHUQPHQWV��

��� 3XEOLF�VHFWRU�SROLF\

8QGHU�WKH�SDWURQDJH�RI�WKH�)HOGPDQ�0DKDODQRELV�PRGHO�RI�GHYHORSPHQW�� WKH
SXEOLF�VHFWRU�LQ�,QGLD�HQWHUHG�LQWR�DOPRVW�HYHU\�FRQFHLYDEOH�DUHD�RI�SURGXFWLYH
DFWLYLW\��0DQ\� SXEOLF�VHFWRU� HQWHUSULVHV�ZHUH� KLJKO\� LQHIILFLHQW�� LQGHHG�� WKH\
ZHUH�OLWWOH�PRUH� WKDQ�JXDUDQWRUV�RI�FRQWLQXRXV�HPSOR\PHQW� WR�VRPH�ZRUNHUV�
,Q������� IRU�H[DPSOH�� WKH�%XUHDX�RI�3XEOLF�(QWHUSULVH�FDOFXODWHG� WKDW�SXEOLF�
VHFWRU� HQWHUSULVHV� DV� D� ZKROH�� UHSUHVHQWLQJ� D� WRWDO� FDSLWDO� ZRUWK� RI� 5V����
ELOOLRQ�� ZHUH� HDUQLQJ� D� QHJDWLYH� UHDO� UDWH� RI� UHWXUQ�� 7KLV� DJJUHJDWH� SLFWXUH
PDVNHG� FRQVLGHUDEOH� KHWHURJHQHLW\� EHFDXVH� VRPH� SXEOLF�VHFWRU� HQWHUSULVHV
FRQWLQXHG�WR�EH�SURIHVVLRQDOO\�PDQDJHG�

������������������������������������������
��� ,Q� WKH� EXGJHW� IRU� ����������� D� VXUFKDUJH� RI� ��� SHU� FHQW� ZDV� DGGHG� WR� WKH� KLJKHU
FDWHJRULHV�RI�LQFRPH��UDLVLQJ�WKH�HIIHFWLYH�WRS�PDUJLQDO�WD[�UDWH�WR������SHU�FHQW��$����SHU
FHQW�VXUFKDUJH�ZDV�DOVR�OHYLHG�RQ�FRUSRUDWH�WD[HV�
���$JULFXOWXUDO� LQFRPH� KDV� QHYHU� VHULRXVO\� EHHQ� WD[HG� LQ� ,QGLD�� ,Q� WKH� ���������� XQLRQ
EXGJHW�� GLYLGHQG� LQFRPH�ZDV� DOVR�PDGH� H[HPSW� IURP� LQFRPH� WD[DWLRQ��0DQ\� SHUTXLVLWHV
VWLOO�UHPDLQ�XQWD[HG�
���7KH�GXWLHV�RQ�VRPH�PDMRU�LWHPV��VXFK�DV�FHPHQW��UHPDLQ�VSHFLILF��KRZHYHU�



��

3XEOLF�VHFWRU� UHVWUXFWXULQJ� SROLF\� WRRN� WKH� IRUP� RI� VHOHFWLYH� GLVLQYHVWPHQW
UDWKHU�WKDQ�SULYDWL]DWLRQ�SHU�VH��,QLWLDOO\�� WKH�JRYHUQPHQW�UHWDLQHG����SHU�FHQW
RI� WKH� HTXLW\� DQG�� WKHUHIRUH�� FRQWURO� RYHU� PDQDJHPHQW�� 7KLV� SHUFHQWDJH� KDV
VXEVHTXHQWO\�EHHQ�ORZHUHG�LQ�VRPH�DUHDV��5HYHQXHV�IURP�GLVLQYHVWPHQW�KDYH
EHHQ�XVHG� IRU�JHQHUDO�EXGJHWDU\�SXUSRVHV����3XEOLF�VHFWRU�XQGHUWDNLQJV�ZHUH
JLYHQ� WKH� FOHDU� VLJQDO� WKDW� WKHLU� LQYHVWPHQW� SODQV�ZRXOG� KDYH� WR� EH� ILQDQFHG
HLWKHU�E\�LQWHUQDO�UHVRXUFH�JHQHUDWLRQ��RU�WKURXJK�WKH�FDSLWDO�PDUNHWV��$OWKRXJK
WKH�EXGJHW� FRQVWUDLQWV�RI� ORVV�PDNLQJ� HQWHUSULVHV� KDYH�EHFRPH�PXFK� KDUGHU�
WKH�JRYHUQPHQW�KDV�QRW�RUGHUHG�DQ\�SXEOLF�VHFWRU�HQWHUSULVH�WR�EH�FORVHG��EXW
KDV� EURXJKW� SXEOLF�VHFWRU� XQGHUWDNLQJV� XQGHU� WKH� SXUYLHZ� RI� WKH� %RDUG� RI
,QGXVWULDO�DQG�)LQDQFLDO�5HFRQVWUXFWLRQ�WR�IDFLOLWDWH�WKHLU�UHVWUXFWXULQJ�

��� )LQDQFLDO�VHFWRU�SROLF\

7KH�FULVLV�RI������EURXJKW�LQWR�WKH�RSHQ�WKH�IXOO�PDJQLWXGH�RI�WKH�OLQJHULQJ�DQG
QHJOHFWHG�SUREOHPV�RI�UHDO�VHFWRU�VWDJQDWLRQ�DQG�ILQDQFLDO�VHFWRU�FRPSODFHQF\�
7KH�JRYHUQPHQW
V�UHVSRQVH�IROORZHG�WKH�UHFRPPHQGDWLRQV�RI�WKH�1DUDVLPKDP
&RPPLWWHH��IRUPHG�LQ�$XJXVW������DJDLQVW�WKH�EDFNGURS�RI�SUHVVXUH�IURP�WKH
,0)�WR�ORZHU�WKH�ILVFDO�GHILFLW��

7KH� ILUVW� EDQNLQJ� UHIRUP� GHDOW� ZLWK� UHJXODWLRQ�� 7KH� JRYHUQPHQW
V� UROH� LQ
EDQNLQJ�VKLIWHG�IURP�WKH�PDQDJHPHQW�RI�FUHGLW�WR�VXSHUYLVLRQ�DQG�UHJXODWLRQ�
7KLV� FDUULHG� WKH� ULVN� �PRUDO� KD]DUG�� WKDW� EDQNV� ZKLFK� KDG� KLWKHUWR� EHHQ
SURWHFWHG� DQG� ZKLFK� ZHUH� VXGGHQO\� SHUPLWWHG�� DW� OHDVW� SDUWLDOO\�� WR� VHW� WKHLU
RZQ� FUHGLW� JRDOV� ZRXOG�� LQ� WKH� FRPSHWLWLRQ� WR� OHQG� PRUH�� VDFULILFH� SUXGHQW
QRUPV� DQG� IDFH� LQVROYHQF\���� $� JRYHUQPHQW� LQ� WKH� JULSV� RI� D� ZHDN� ILVFDO
VLWXDWLRQ�ZRXOG�QRW�EH�DEOH�WR�EDLO�VXFK�EDQNV�RXW�LQ�WLPH�

(IIRUWV�WR�LPSURYH�WUDQVSDUHQF\�DQG�UHGXFH�WUDQVDFWLRQ�FRVWV�ZHUH�XQGHUWDNHQ
�VXFK� DV� WKH� DGRSWLRQ� RI� PRGHUQ� DFFRXQWLQJ� SUDFWLFHV� DQG� DSSURSULDWH
GHILQLWLRQV� RI� DVVHWV� DQG� OLDELOLWLHV�� WKH� VHWWLQJ� XS� RI� WKH� %RDUG� RI� )LQDQFLDO
6XSHUYLVLRQ� ZLWKLQ� WKH� 5HVHUYH� %DQN� RI� ,QGLD� DQG� WKH� GHYHORSPHQW� RI� D
UHOLDEOH� ILQDQFLDO� GDWDEDVH��� 7KH� PDVVLYH� FOHDQ� XS� QHHGHG� IRU� VRPH� SXEOLF�
VHFWRU� EDQNV� FRXOG� QRW� EH� SXUVXHG� EHFDXVH� WKH� JRYHUQPHQW� ZDV� WKH� VROH
VWDNHKROGHU� DQG� SULYDWL]DWLRQ� ZDV� QRW� SRVVLEOH� XQWLO� WKH� EDQNV� KDG� EHFRPH
SURILWDEOH��%DQNV�ZHUH�UHFDSLWDOL]HG�WKURXJK�WKH�JHQHUDO�EXGJHW�

������������������������������������������
��� 7KH� DPRXQW� RI� WKH� IXQGV� REWDLQHG� IURP� GLVLQYHVWPHQW� KDV� EHHQ� FRQVLVWHQWO\
GLVDSSRLQWLQJ�
���5HFNOHVV�JRYHUQPHQW�ERUURZLQJ�EHFDXVH�RI�WKH�VWDWXWRU\�OLTXLGLW\�UHTXLUHPHQW�ZDV�SDUWO\
UHVSRQVLEOH�IRU�WKLV�



��

,Q�0D\������WKH�FDOO�PRQH\�UDWH�ZDV�IUHHG�IURP�WKH�FHLOLQJ�RI����SHU�FHQW��DQG
WKH� LQWHUHVW� UDWH� FHLOLQJ� RQ� WKH� UHGLVFRXQWLQJ� RI� FRPPHUFLDO� ELOOV� ZDV
ZLWKGUDZQ�� ,Q� �������� WKH� JRYHUQPHQW� DJUHHG� WR� SKDVH� RXW� LWV� DXWRPDWLF
DFFHVV� WR� 5HVHUYH� %DQN� RI� ,QGLD� ILQDQFLQJ� ZLWKLQ� WKUHH� \HDUV�� &RPPHUFLDO
EDQNV��DV�ZHOO�DV�SXEOLF�ILQDQFLDO�LQVWLWXWLRQV��ZHUH�DOORZHG�WR�LVVXH�FHUWLILFDWHV
RI�GHSRVLW�DV�RI�-XQH������DQG�FRPPHUFLDO�SDSHU�DV�RI�������DQG��DV�RI�$SULO
������ WKH\�ZHUH� SHUPLWWHG� WR� VHW� XS� WKHLU� RZQ�PRQH\�PDUNHW�PXWXDO� IXQGV�
*XLGHOLQHV�ZHUH�DOVR�SURJUHVVLYHO\�OLEHUDOL]HG�

7KH�GHYHORSPHQW�RI�WUHDVXU\�ELOOV�DV�D�PRQH\�PDUNHW�LQVWUXPHQW�KDV�GHHSHQHG
WKH�JRYHUQPHQW�VHFXULWLHV�PDUNHWV��6KRUW�WHUP�OLTXLGLW\�PDQDJHPHQW�KDV�EHHQ
FRQGXFWHG� WKURXJK� UHSRV�� SDUWLFXODUO\� VLQFH� 1RYHPEHU� ������ ,QWHUEDQN
OLDELOLWLHV�ZHUH�H[HPSWHG�IURP�FDVK�UHVHUYH�UHTXLUHPHQWV�LQ�$SULO������VR�WKDW
UHSR�WUDQVDFWLRQV�FRXOG�WDNH�SODFH�LQ�D�PRUH�IOH[LEOH�PDQQHU��%DQNV�KDYH�EHHQ
JLYHQ�FRQVLGHUDEOH�IUHHGRP�LQ�VHWWLQJ�LQWHUHVW�UDWHV��0DQ\�DQRPDORXV�SUDFWLFHV
LQ� WKH� %RPED\� 6WRFN� ([FKDQJH� ZHUH� FRQWDLQHG�� 7KH� FUHDWLRQ� DQG
HPSRZHUPHQW� RI� WKH� 6HFXULWLHV� DQG� ([FKDQJH� %RDUG� RI� ,QGLD²D� UHJXODWRU\
ERG\²DQG� WKH� 1DWLRQDO� 6WRFN� ([FKDQJH�� ZLWK� RQ�OLQH� WUDGLQJ� IURP� D� ODUJH
QXPEHU�RI�FHQWUHV�WKURXJKRXW�WKH�FRXQWU\��ZHUH�LPSRUWDQW�VWHSV�LQ�WKLV�UHJDUG�
&DSLWDO�FRQWUROV�RQ�IRUHLJQ�GLUHFW�LQYHVWPHQW�ZHUH�JUDGXDOO\�UHPRYHG�

��� $JULFXOWXUDO�VHFWRU�UHIRUPV

8QGHU�WKH�,QGLDQ�&RQVWLWXWLRQ��DJULFXOWXUH�LV�ZLWKLQ�WKH�SXUYLHZ�RI� WKH�VWDWHV�
7KXV�� WKH�VWUDWHJ\�DGRSWHG�E\� WKH�FHQWUDO�JRYHUQPHQW�RI� ORZHULQJ� WKH�EXGJHW
GHILFLW�E\�UHGXFLQJ�WKH�WUDQVIHUV�WR�WKH�VWDWHV�KDV�PHDQW�WKDW�LQYHVWPHQW��ERWK
SXEOLF�DQG�SULYDWH��LQ�DJULFXOWXUH�KDV�VWDJQDWHG��,Q�FRQWUDVW��WKH�ORZHULQJ�RI�WKH
SURWHFWLRQ� IRU� LQGXVWU\� DQG� WKH� HQG� RI� WKH� RYHUYDOXDWLRQ� RI� WKH� UXSHH� KDYH
UHGXFHG�WKH�DQWL�DJULFXOWXUH�ELDV� LQ�,QGLD
V�GHYHORSPHQW�VWUDWHJ\��$JULFXOWXUDO
H[SRUWV� KDYH� EHFRPH� YLDEOH�� SDUWLFXODUO\� WKRVH� IURP� WKH� DJUR�SURFHVVLQJ
LQGXVWU\��$OO� FHQWUDO�JRYHUQPHQW� UHVWULFWLRQV�RQ� LQWHUVWDWH� WUDGH� LQ� IRRGJUDLQV
KDYH�EHHQ�UHPRYHG��DOWKRXJK�VRPH�VWDWH�JRYHUQPHQW�UHVWULFWLRQV�UHPDLQ��7KH
SURFXUHPHQW� RI� IRRGJUDLQV� KDV� UHJLVWHUHG� KDQGVRPH� JDLQV�� OHDGLQJ� WR
VXEVWDQWLDO�LQFUHDVHV�LQ�IDUP�LQFRPHV�

$JULFXOWXUDO�FUHGLW�PDUNHWV�DUH�D�FDXVH�RI�ZRUU\��/D[QHVV�LQ�ORDQ�UHFRYHU\�KDV
PDGH�VHYHUDO�FR�RSHUDWLYH�EDQNV�QRQ�YLDEOH�



��

��� /DERXU�PDUNHW�UHIRUPV

,QGLDQ� ODERXU� ODZV� SURYLGH� FRQVLGHUDEOH� SURWHFWLRQ� IURP� UHWUHQFKPHQW� WR
ODERXU� LQ� WKH�RUJDQL]HG�VHFWRU�RI� WKH� HFRQRP\��7KHVH� ODZV�KDYH� UHGXFHG� WKH
LPSDFW�RI�VXFFHVVHV� LQ�RWKHU�SROLF\�DUHDV��)OH[LEOH� ODERXU� ODZV�DUH�QHHGHG� WR
DWWUDFW�QHZ�FDSLWDO�DQG�WR�PDNH�ROG�ILUPV�ZLWK�D�KLVWRU\�RI�H[FHVV�ODERXU�PRUH
YLDEOH�

$GYRFDWHV�RI�HFRQRPLF�UHIRUP�KDYH�DUJXHG�WKDW�D�VXFFHVVIXO�ORQJ�WHUP�UHIRUP
VWUDWHJ\�VKRXOG�GHYRWH�PRUH�DWWHQWLRQ�WR�WKH�VHFWRU�WKDW�LV�VORZHVW�WR�FKDQJH��,Q
WKH�,QGLDQ�FDVH��WKLV�LV�WKH�ODERXU�PDUNHW��6RPH�IOH[LELOLW\�KDV�EHHQ�WUDQVPLWWHG
WKURXJK� D� YROXQWDU\� UHWLUHPHQW� VFKHPH�� EXW� WKLV� LV� QRW� SHUYDVLYH�� QRU� LV� LW� D
VXEVWLWXWH�IRU�D�UDWLRQDO�SROLF\�WRZDUGV�H[LW�IURP�WKH�ZRUNIRUFH�

��� &RPSOHPHQWDU\�VRFLDO�PHDVXUHV

)URP� WKH� YHU\� EHJLQQLQJ� SROLF\� SODQQHUV� UHFRJQL]HG� WKDW�� ZKLOH� PDUNHW�
RULHQWHG�HFRQRPLF� UHIRUPV�ZRXOG� LPSURYH� LQYHVWPHQW� DQG�JURZWK�SURVSHFWV�
WKHVH�FRXOG�QRW�EH�ORRNHG�XSRQ�DV�HQGV�LQ�WKHPVHOYHV��JLYHQ�,QGLD
V�PDPPRWK
DQG� ORQJ�VWDQGLQJ�SUREOHPV�RI� LQHTXDOLW\�DQG�SRYHUW\��0DQPRKDQ�6LQJK�� WKH
WKHQ� ILQDQFH� PLQLVWHU�� LQ� KLV� VSHHFK� SUHVHQWLQJ� WKH� �������� XQLRQ� EXGJHW�
UHPDUNHG�WKDW�


«PDUNHWV� FDQ�RQO\� VHUYH� WKRVH�ZKR�DUH�SDUW�RI� WKH�PDUNHW� V\VWHP��$
YDVW�QXPEHU�RI�SHRSOH�LQ�RXU�FRXQWU\�OLYH�RQ�WKH�HGJHV�RI�D�VXEVLVWHQFH
HFRQRP\��:H�QHHG�FUHGLEOH�SURJUDPPHV�RI�GLUHFW�LQWHUYHQWLRQ�IRFXVLQJ
RQ�WKH�QHHGV�RI�WKHVH�SHRSOH��:H�KDYH�WKH�UHVSRQVLELOLW\�WR�SURYLGH�WKHP
ZLWK� TXDOLW\� VRFLDO� VHUYLFHV�� VXFK� DV� HGXFDWLRQ�� KHDOWK�� VDIH� GULQNLQJ
ZDWHU� DQG� URDGV�� ,Q� WKH� VDPH� ZD\�� WKH� GHYHORSPHQW� RI� FDSLWDO� DQG
WHFKQRORJ\� LQWHQVLYH� VHFWRUV�� FKDUDFWHUL]HG� E\� ORQJ� JHVWDWLRQ� SHULRGV�
VXFK� DV� WUDQVSRUW� DQG� FRPPXQLFDWLRQV� DQG� HQHUJ\�� ZLOO� QHHG� WR� EH
SODQQHG�ZLWK�PXFK�JUHDWHU�FDUH�WKDQ�HYHU�EHIRUH��7KH�FRQWURO�RI�ODQG�DQG
ZDWHU� GHJUDGDWLRQ�� ZKLFK� WKUHDWHQV� WKH� OLYHOLKRRG� RI� PLOOLRQV� RI� SRRU
SHRSOH�LQ�WKLV�FRXQWU\��ZLOO�DOVR�UHTXLUH�HIIHFWLYH�JRYHUQPHQW�OHDGHUVKLS
DQG�DFWLRQ�


:KDW�WKH�'HOKL�FRQVHQVXV�KRSHG�WR�DFKLHYH�ZDV�QRW�OHVV�JRYHUQPHQW��EXW�PRUH
HIIHFWLYH�JRYHUQPHQW�WR�LPSOHPHQW�ZKDW�3��9��1DUDVLPKD�5DR��WKH�WKHQ�SULPH
PLQLVWHU�� ERUURZLQJ� D� WHUP� XVHG�E\�&RUQLD�� -ROO\� DQG�6WHZDUW� �������� FDOOHG

UHIRUPV�ZLWK�D�KXPDQ�IDFH
�



��

7KH� JRYHUQPHQW� ZDV� DZDUH� WKDW� WKH� UHIRUP� DQG� VWUXFWXUDO� DGMXVWPHQW
SURJUDPPH� ZRXOG� UHVXOW� LQ� D� WHPSRUDU\� IDOO� LQ� SXEOLF� H[SHQGLWXUH� DQG� WKDW
HFRQRPLF�JURZWK�GLG�QRW�DXWRPDWLFDOO\� 
WULFNOH�GRZQ
�WR�WKH�SRRU����+HQFH��D
QXPEHU� RI� SURJUDPPHV� GLUHFWO\� DWWDFNLQJ� SRYHUW\� ZHUH� LQLWLDWHG�� 7KHVH
LQFOXGHG� WKH� IRRG� IRU� ZRUN� SURJUDPPH� EHJXQ� LQ� ������ VXEVLGL]HG� IRRG
VXSSOLHV�WKURXJK�WKH�SXEOLF�GLVWULEXWLRQ�V\VWHP�DQG�FRQFHVVLRQDO�ORDQ�VFKHPHV
IRU� RQ�� DQG� RII�IDUP� GHYHORSPHQW� IRU� VPDOO� IDUPHUV�� PDUJLQDO� IDUPHUV� DQG
DJULFXOWXUDO�ODERXUHUV�

2WKHU�RQJRLQJ�LQLWLDWLYHV�KDYH�FRQFHQWUDWHG�RQ�WKH�FUHDWLRQ�RI�UXUDO�ZDJH�DQG
VHOI�HPSOR\PHQW�SURJUDPPHV�WKURXJK�DVVHW�HQGRZPHQW�UDWKHU�WKDQ�RQ�QHHGV�
RULHQWHG� SURJUDPPHV� GHVLJQHG� WR� HQVXUH� DFFHVV� WR� EDVLF� DPHQLWLHV�� VXFK� DV
GULQNLQJ�ZDWHU�� WR� WKH�SRRU��7KH�PRVW�SURPLQHQW�DPRQJ� WKHVH� LV� WKH� -DZDKDU
5R]JDU� <RMDQD�� ZKLFK� EULQJV� WRJHWKHU� WKH� 1DWLRQDO� 5XUDO� (PSOR\PHQW
3URJUDPPH� DQG� WKH� 5XUDO� /DQGOHVV� (PSOR\PHQW� *XDUDQWHH� 3URJUDPPH�
$PRQJ�WKHVH��WKH�0DKDUDVKWUD�(PSOR\PHQW�*XDUDQWHH�6FKHPH��ZKLFK�GHULYHV
LWV� VXFFHVV� PDLQO\� IURP� WKH� VWURQJ� SROLWLFDO� FRPPLWPHQW� RI� WKH� VWDWH
JRYHUQPHQW��+LUZD\�DQG�7HUKDO���������LV�WKH�PRVW�ZHOO�NQRZQ�

,Q� DGGLWLRQ�� WKHUH� DUH� WKH� ,QWHJUDWHG� 5XUDO� 'HYHORSPHQW� 3URJUDPPH�� WKH
(PSOR\PHQW� $VVXUDQFH� 6FKHPH�� WKH� $FFHOHUDWHG� 5XUDO� :DWHU� 6XSSO\
3URJUDPPH��DQG�SURJUDPPHV�WR�FRXQWHU�DUHD�VSHFLILF�HQGHPLF�SRYHUW\�FDXVHG
E\� KRVWLOH� DJUR�FOLPDWLF� FRQGLWLRQV� DQG� WKH� GHJHQHUDWLRQ� RI� WKH� HFRV\VWHP
�*DLKD��������

$�1DWLRQDO�5HQHZDO�)XQG�ZDV�VHW�XS�LQ�)HEUXDU\������WR�SURYLGH�DVVLVWDQFH�WR
ZRUNHUV�EHFRPLQJ�UHGXQGDQW�IROORZLQJ�WKH�DGMXVWPHQW�SURJUDPPH��7KLV�IXQG
ZDV� H[SHFWHG� WR� ILQDQFH� WKH� UHWUDLQLQJ�� UHGHSOR\PHQW�� RU� UHWUHQFKPHQW� RI
ZRUNHUV�PDGH�UHGXQGDQW�

'HVSLWH� EXGJHWDU\� SUHVVXUHV�� WKH� ILQDQFLQJ� KDV� EHHQ� PDLQWDLQHG� DQG� HYHQ
HQKDQFHG�IRU�WKHVH�VRFLDO�SURJUDPPHV��2SHUDWLRQDO�HIILFLHQF\�KDV�EHHQ�VRXJKW
WKURXJK� GHFHQWUDOL]HG� SURJUDPPH� RSHUDWLRQ�� ,Q� ������ WKH� ,QGLDQ� 3DUOLDPHQW
SDVVHG� WKH� ��UG� $PHQGPHQW� WR� WKH� &RQVWLWXWLRQ� RI� ,QGLD�� PDNLQJ� WKH

������������������������������������������
���7KHUH�LV�VRPH�GLVDJUHHPHQW�DERXW�WKH�H[WHQW�RI�WKH�LQFUHDVH�LQ�SRYHUW\�GXULQJ�WKH�LQLWLDO
SKDVH�RI�UHIRUP�DQG�WKH�UHVSRQVLELOLW\�RI�WKH�UHIRUPV�IRU� WKLV� LQFUHDVH��7HQGXONDU�DQG�-DLQ
�������DQG�*XSWD��������DWWULEXWH�VRPH�RI�WKH�LQFUHDVH�LQ�UXUDO�SRYHUW\�WR�WKH�UHIRUPV��EXW
'DWW�DQG�5DYDOOLRQ��������DUJXH�WKDW�DERXW�QLQH�WHQWKV�RI�WKH�PHDVXUHG�GHWHULRUDWLRQ�LQ�UXUDO
OLYLQJ�VWDQGDUGV�LQ�,QGLD�LQ�WKH�LPPHGLDWH�DIWHUPDWK�RI�WKH�UHIRUPV�RFFXUUHG�LQGHSHQGHQW�RI
WKH�UHIRUPV�
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SDQFKD\DWV��D�YLOODJH�OHYHO�RUJDQL]DWLRQ��GLUHFWO\�UHVSRQVLEOH�IRU�LPSOHPHQWLQJ
SRYHUW\�DOOHYLDWLRQ�SURJUDPPHV���

,,, 75(1'6�,1�,1(48$/,7<�$1'�329(57<�,1�,1',$

6RPH�HYLGHQFH�RQ� WKH� WHPSRUDO�EHKDYLRXU�RI� LQHTXDOLW\� DQG�SRYHUW\��� DW� WKH
DOO�,QGLD�OHYHO�LV�SUHVHQWHG�LQ�7DEOH����7KH�SRYHUW\�PHDVXUHV�XVHG�DUH�DOO�GUDZQ
IURP�WKH�)RVWHU�*UHHU�7KRUEHFNH�FODVV�RI�IXQFWLRQV�ZULWWHQ�DV�

ZKHUH�\L�LV�WKH�FRQVXPSWLRQ�RI�WKH�LWK�KRXVHKROG�RU�WKH�LWK�FODVV�RI�KRXVHKROG��]
LV�WKH�SRYHUW\�OLQH��Q�LV�WKH�SRSXODWLRQ�VL]H��DQG�a�LV�D�QRQ�QHJDWLYH�SDUDPHWHU�
7KH� KHDGFRXQW� UDWLR��+�� JLYHQ� E\� WKH� SHUFHQWDJH� RI� WKH� SRSXODWLRQ� ZKR� DUH
SRRU�� LV� REWDLQHG� ZKHQ� a�  � ��� 7KH� SRYHUW\� JDS� LQGH[� �3*��� JLYHQ� E\� WKH
DJJUHJDWH�LQFRPH�VKRUWIDOO�RI�WKH�SRRU�DV�D�SURSRUWLRQ�RI�WKH�SRYHUW\�OLQH�DQG
QRUPDOL]HG�E\� WKH� SRSXODWLRQ� VL]H�� LV� JLYHQ� E\�a�  � ��� DQG� WKH� )RVWHU�*UHHU�
7KRUEHFNH��63*��PHDVXUH�LV�REWDLQHG�ZKHQ�a� ���

3RYHUW\�PHDVXUHV� DUH� FDOFXODWHG� IRU� HDFK�RI� WZR�SDUDPHWULF� VSHFLILFDWLRQV� RI
WKH�/RUHQ]�FXUYH��WKH�%HWD�PRGHO��%(7$��RI�.DNZDQL��������DQG�WKH�JHQHUDO
TXDGUDWLF��*4/��PRGHO�RI�9LOODVHQRU�DQG�$UQROG���������6WDQGDUG�WHVWV�EDVHG
RQ�5��DQG�ORJ�OLNHOLKRRG�IXQFWLRQV�HQDEOH�XV�WR�PDNH�D�FKRLFH�EHWZHHQ�WKH�WZR
IXQFWLRQDO�IRUPV�

������������������������������������������
���7KH�VDOLHQW� IHDWXUHV�RI� WKLV�DPHQGPHQW�ZHUH� 
D� WKUHH� WLHU� VWUXFWXUH�FRPSULVLQJ�'LVWULFW�
%ORFN�DQG�9LOODJH�SDQFKD\DWV�ZLWK�WKH�*UDP�6DEKD��9LOODJH�$VVHPEO\��DV�WKH�IRXQGDWLRQ�
GLUHFW� DQG� SHULRGLF� HOHFWLRQV�� TXRWDV� IRU� 6FKHGXOHG� &DVWHV�6FKHGXOHG� 7ULEHV� �6&V�67V�
EDFNZDUG� FODVVHV� DQG� ZRPHQ�� GHOLQHDWLRQ� RI� PDMRU� DUHDV� RI� ILQDQFLDO� DQG� DGPLQLVWUDWLYH
UHTXLUHPHQWV�� D� UDWLRQDO� EDVLV� IRU� VKDULQJ� RI� UHVRXUFHV� EHWZHHQ� VWDWH� JRYHUQPHQWV� DQG
SDQFKD\DWV�� SURYLVLRQ� IRU� H[HFXWLYH� DQG� VXSSRUWLQJ� VWDII�� FOHDU�FXW� SURFHGXUHV� IRU
GLVVROXWLRQ�VXSSUHVVLRQ� RI� SDQFKD\DWV�� DQG� PDQGDWRU\� HOHFWLRQV� ZLWKLQ� VL[� PRQWKV� RI
GLVVROXWLRQ
��*DLKD�DQG�.XONDUQL��������
���7KH�SRYHUW\�OLQH�LV�WDNHQ�DV�SHU�FDSLWD�FRQVXPSWLRQ�ZRUWK�5V�����5V�����DW��������SULFHV
IRU�WKH�UXUDO��XUEDQ��VHFWRU�
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TABLE 4
SELECTED MEASURES OF INEQUALITY AND POVERTY, 1957-97

Rural Gini H PG SPG RMC Index of RMC Distribution
1957-8 33.74 55.16 19.01 8.77 55.68 103.07 GQL
1963-4 29.01 48.53 13.88 5.49 45.86 84.89 GQL
1968-9 30.70 59.00 18.96 8.19 50.32 93.15 BETA
1973-4 28.30 55.72 17.18 7.13 54.02 100.00 GQL
1977-8 31.20 50.64 15.04 6.06 61.17 113.24 GQL
1983 30.10 45.32 12.65 4.84 61.44 113.74 GQL
1986-7 30.15 38.90 10.02 3.72 66.89 123.82 BETA
1987-8 30.16 39.52 9.67 3.38 66.83 123.71 BETA
1989-90 28.23 34.30 7.80 2.50 67.50 124.95 BETA
1990-1 27.71 36.43 8.64 2.93 66.81 123.68 BETA
1992 29.88 43.47 10.88 3.81 63.84 118.18 BETA
1993-4 28.50 38.70 9.40 3.27 73.00 135.14 BETA
1994-5 29.19 34.22 8.70 2.90 76.50 141.61 BETA
1995-6 28.97 35.44 8.30 2.60 74.70 138.28 BETA
1997 30.11 34.22 8.13 2.57 78.90 146.06 BETA
Rural average
1963-4 to 1990-1 29.51 45.37 12.65 4.92 60.09 111.24
1992 to 1997 29.33 37.21 9.08 3.03 73.39 135.85
Urban Gini H PG SPG RMC Index of RMC Distribution
1957-58 35.90 47.75 15.95 7.00 76.16 109.61 GQL
1963-4 36.54 44.83 13.29 5.17 81.05 116.65 GQL
1968-9 32.90 49.29 15.54 6.54 72.14 103.83 BETA
1973-4 31.50 47.96 13.60 5.22 69.48 100.00 BETA
1977-8 33.70 40.50 11.69 4.50 83.77 120.57 BETA
1983 33.40 35.65 9.52 3.56 87.49 125.92 BETA
1986-7 35.60 34.29 9.10 3.41 93.84 135.06 BETA
1987-8 35.57 35.60 9.30 3.25 90.66 130.48 GQL
1989-0 35.59 33.40 8.51 3.04 93.44 134.48 BETA
1990-1 33.95 32.76 8.51 3.12 91.05 131.04 BETA
1992 35.55 33.70 8.82 3.19 84.70 121.91 BETA
1993-4 34.50 30.03 7.62 2.76 95.00 136.73 BETA
1994-5 33.43 28.40 7.10 2.60 102.30 147.24 BETA
1995-6 35.36 27.30 6.90 2.40 105.60 151.99 BETA
1997 36.12 27.9 7.2 2.5 103.50 148.96 BETA
Urban average
1963-4 to 1990-1 34.31 39.36 11.01 4.20 84.77 122.00
1992 to 1997 34.99 29.47 7.53 2.69 98.22 141.36
Note: the table shows national results. RMC = real mean consumption in terms of 28th
Round prices.
Source: author’s calculations.
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7KH�FRPSXWDWLRQV� FRYHU� WKH� ��WK� ��������� WR� WKH���UG� �������5RXQGV�RI� WKH
1DWLRQDO�6DPSOH�6XUYH\��166�����7DEOH���DOVR�QRWHV�PRYHPHQWV�LQ�WKH�OHYHO�RI
UHDO�PHDQ� FRQVXPSWLRQ� LQ� UXUDO� DQG� XUEDQ� DUHDV�� DV�ZHOO� DV� WKH� IRUP� RI� WKH
GLVWULEXWLRQ��%HWD�RU�*4/��ZKLFK�EHVW�ILWV�WKH�GDWD��7KHVH�UHVXOWV�DUH�JUDSKHG
LQ�)LJXUH����)LJXUH����IRU�WKH�UXUDO��XUEDQ��VHFWRU�

7KLV� WLPH�VSDQ�FDQ�EH�XVHIXOO\�VSOLW�XS�LQWR� WKUHH�VXESHULRGV��L����������� �LL�
��������DQG��LLL�������DQG�ODWHU���7KLV�ODVW�SHULRG�LV�FRQVLGHUHG�WR�EHJLQ�GXULQJ
WKH�FULVLV�\HDU��������DQG��DOWHUQDWHO\�� WR� LQFOXGH�RU�H[FOXGH� WKLV�\HDU��� ,Q� WKH
ILUVW� VXESHULRG�� DV� 7DEOH� �� LQGLFDWHV�� WKH� DYHUDJH� UDWH� RI� JURZWK� ZDV� ORZ�
0LOGO\� UHGLVWULEXWLYH� SROLFLHV�� VXFK� DV� WKH� DEROLWLRQ� RI� WKH� ]DPLQGDUL� V\VWHP�

������������������������������������������
���7KH�GDWDEDVH�RI�WKH�1DWLRQDO�6DPSOH�6XUYH\�LV�XVHG�KHUH��166�GDWD�LQ�WKH�VRFLRHFRQRPLF
ILHOG� LQFOXGH� GHWDLOV� RQ� FRQVXPHU� H[SHQGLWXUH�� GHPRJUDSKLF� FKDUDFWHULVWLFV�� ODERXU� IRUFH
VWDWLVWLFV�� DQG� HPSOR\PHQW� DQG� XQHPSOR\PHQW� SDUWLFXODUV�� 7KH� VDPSOH� KRXVHKROGV� IRU
FRQVXPSWLRQ� LQTXLULHV� DUH� VHOHFWHG� RQ� WKH� EDVLV� RI� SUREDELOLW\� SURSRUWLRQDO� WR� SRSXODWLRQ�
7KH� VDPSOLQJ� GHVLJQ� FKRVHQ� IRU� WKH� VXUYH\V� LV� WZR�VWDJH� VWUDWLILHG� VDPSOLQJ�� LQVWHDG� RI
VLPSOH�UDQGRP�VDPSOLQJ��ZKHUH�HDFK�KRXVHKROG�KDV�DQ�HTXDO�SUREDELOLW\�RI�EHLQJ�VHOHFWHG��
7KH�UXUDO�DQG�XUEDQ�VHFWRUV�DUH�VHSDUDWHO\�GLYLGHG�LQWR�D�QXPEHU�RI�VWUDWD��7KH�YLOODJHV�DUH
WKH� ILUVW� VWDJH� XQLWV� LQ� WKH� UXUDO� DUHDV�� VWUDWLILHG� RQ� WKH� EDVLV� RI� VLPLODULW\�ZLWK� UHVSHFW� WR
SRSXODWLRQ�GHQVLW\�RU�FURS�SDWWHUQ��7KH�EORFNV� DUH� WKH� ILUVW� VWDJH�XQLWV� LQ� WKH�XUEDQ� DUHDV�
VWUDWLILHG�RQ�WKH�EDVLV�RI�SRSXODWLRQ�VL]HV�RI�WRZQV�DQG�FLWLHV��*RYHUQPHQW�RI�,QGLD��������
7KH�VHFRQG�VWDJH�XQLWV�DUH�WKH�KRXVHKROGV�LQ�ERWK�VHFWRUV��&RQVXPSWLRQ�DV�GHILQHG�E\�166
LV�FRQVXPHU�H[SHQGLWXUH�PRVWO\� LQ�YDOXH� WHUPV� WKDW� UHODWH� WR�GRPHVWLF� FRQVXPSWLRQ�RI� WKH
KRXVHKROG�RQO\��166�FRYHUV�RQO\�SULYDWH�KRXVHKROGV�DQG�H[FOXGHV�WKH�KRXVH�OHVV�SRSXODWLRQ
DQG�WKH�SRSXODWLRQ�UHVLGLQJ�LQ�LQVWLWXWLRQV�VXFK�DV�SULVRQV�DQG�KRVSLWDOV��7KLV�GRHV�QRW�WDNH
LQWR�DFFRXQW�WKH�H[SHQGLWXUH�E\�KRXVHKROGV�IRU�SURGXFWLYH�SXUSRVHV��&RQVXPSWLRQ�LQFOXGHV
FRQVXPSWLRQ� �LQ� YDOXH�� RI� JRRGV� DQG� VHUYLFHV�� �D�� RXW� RI� KRPH�JURZQ� VWRFN�� �E�� RXW� RI
PRQHWDU\�SXUFKDVHV���F��RXW�RI�UHFHLSWV� LQ�H[FKDQJH�RI�JRRGV�DQG�VHUYLFHV��G��RXW�RI�JLIWV�
ORDQV��HWF��7KH�166�SURYLGHV�GDWD�LQ�TXDQWLW\�WHUPV�IRU�VHOHFW�IRRGJUDLQV��EXW�RQO\�IRU�D�IHZ
5RXQGV��7KH�IRRG�FRQVXPHG�E\�WKH�HPSOR\HH�DW�WKH�HPSOR\HU
V�KRXVHKROG�LV�QRW�LQFOXGHG�LQ
WKH� 166� HVWLPDWHV� RI� IRRG� FRQVXPSWLRQ� IRU� WKH� IRUPHU�� 7KLV� LV� GRQH� WR� DYRLG� GRXEOH
FRXQWLQJ�RI�WKH�H[SHQGLWXUH�RQ�IRRG��%XW�DW�D�JLYHQ�SRLQW�RI�WLPH��WKLV�SURFHGXUH�LQYROYHV�DQ
XQGHUHVWLPDWLRQ� RI� WKH� FRQVXPSWLRQ� �RI� IRRG�� DV� ZHOO� DV� LQ� WRWDO�� RI� WKH� HPSOR\HH
KRXVHKROGV� ZKLFK� LQ� DOO� OLNHOLKRRG� ZRXOG� EHORQJ� WR� ORZHU� H[SHQGLWXUH� FODVVHV� DQG� DQ
RYHUHVWLPDWLRQ�RI�WKH�FRQVXPSWLRQ�RI�JHQHUDOO\�ULFKHU�HPSOR\HU�KRXVHKROGV��$V�D�UHVXOW��WKH
IRRGJUDLQ� FRQVXPSWLRQ� DQG� FDORULH� LQWDNH� RI� WKH� SRRUHU� KRXVHKROGV� LQ� JHQHUDO� ZRXOG� EH
XQGHUHVWLPDWHG� �ZLWK� LPSOLFDWLRQV� IRU� HVWLPDWHV� RI� SRYHUW\� PHDVXUHV� EDVHG� RQ� FDORULH
QRUPV��� 166� FROOHFWV� GDWD� IURP� VDPSOH� KRXVHKROGV�ZLWK� D� UHIHUHQFH� SHULRG� RI� D� ZHHN�� D
PRQWK��RU�D�\HDU�SUHFHGLQJ� WKH�GDWH�RI� LQTXLU\��:KHQ� WKH�HQWLUH� VDPSOH� LV� FRQVLGHUHG�� WKH
UHIHUHQFH� SHULRG� EHFRPHV� D� PRYLQJ� RQH�� DV� WKH� 166� VSUHDGV� RXW� WKH� LQWHUYLHZV� DPRQJ
GLIIHUHQW� KRXVHKROGV� XQLIRUPO\� RYHU� WKH� GXUDWLRQ� RI� WKH� VXUYH\�� 7KH� PRYLQJ� UHIHUHQFH
SHULRG�DYHUDJHV�RXW�WKH�VHDVRQDO�YDULDWLRQV�RI�WKH�FKDUDFWHULVWLFV�DW�WKH�DJJUHJDWH�OHYHO��7KH
GDWDVHW�� DOWKRXJK� ULFK�� KDV� VRPH�GUDZEDFNV�� )RU� DQ� DVVHVVPHQW� RI� WKH� TXDOLW\� RI� WKH�166
GDWDVHW��VHH�'DQGHNDU���������'HDWRQ�DQG�3D[VRQ���������*KRVH�DQG�%KDWWDFKDU\D��������
0LQKDV� ��������������0XUWK\�DQG�5R\� ��������6XEUDPDQLDQ� DQG�'HDWRQ� �������� DQG�5D\
DQG�%KDWWDFKDU\D��������
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ZHUH� HIIHFWHG�� EXW� WKH� LQFLGHQFH�RI� SRYHUW\�ZDV� KLJK��:LWK� UDSLG� SRSXODWLRQ
JURZWK��WKH�QXPEHU�RI�WKH�SRRU�LQFUHDVHG�FRQVLGHUDEO\�

FIGURE 2
RURAL SECTOR RESULTS: SELECTED MEASURES OF INEQUALITY AND

POVERTY, 1957-97

Source: author’s calculations.

7KH� VHFRQG� VXESHULRG� ZDV� FKDUDFWHUL]HG� E\� D� FRQWUROOHG� DQG� VWDEOH� SROLF\
UHJLPH��*'3�JURZWK�ZDV�KLJKHU�HVVHQWLDOO\�EHFDXVH�RI�WKH�DGRSWLRQ�RI�*UHHQ�
5HYROXWLRQ�W\SH� WHFKQRORJLHV� DQG� D� PRUH� PDWXUH� LQGXVWULDO� EDVH�� ,QHTXDOLW\
UHPDLQHG�VWDEOH��VR�WKDW�WKHUH�ZDV�D�PRUH�DFFHOHUDWHG�GURS�LQ�WKH�LQFLGHQFH�RI
SRYHUW\��+RZHYHU��EHFDXVH�RI�UDSLG�SRSXODWLRQ�JURZWK��WKH�DEVROXWH�QXPEHU�RI
WKH�SRRU�LQFUHDVHG�

,Q�UHVSRQVH�WR�FRQWUROOHG�OLEHUDOL]DWLRQ��LQ�WKH�����V�WKHUH�ZDV�D�PRGHVW�ULVH�LQ
UXUDO� LQHTXDOLW\� DQG�D�PRUH� VLJQLILFDQW� ULVH� LQ�XUEDQ� LQHTXDOLW\�� DQG�� EHFDXVH
JURZWK�LQ� WKLV�SHULRG�ZDV�FKDUDFWHUL]HG�E\�D� VKLIW�RI� WKH�SRSXODWLRQ� WR�XUEDQ
DUHDV��WKHUH�ZDV�DQ�LQFUHDVH�LQ�DJJUHJDWH�LQHTXDOLW\��7KHUH�ZDV�DOVR�DQ�LQFUHDVH
LQ� UHJLRQDO� LQHTXDOLW\�� RI�ZKLFK� WKH�PRVW� VWULNLQJ� DVSHFW�ZDV� WKH� LQFUHDVH� LQ
LQHTXDOLW\� LQ� WKH� LQFLGHQFH�RI� UXUDO� SRYHUW\��'HVSLWH� KHDOWK\� JURZWK�� SRYHUW\
VWDJQDWHG� EHFDXVH� RI� WKH� LQFUHDVH� LQ� LQHTXDOLW\� DQG� WKH� VOXJJLVK� LQFUHDVH� LQ
DJULFXOWXUDO�ZDJHV��DV�ZHOO�DV�WKH�ULVH�LQ�SULFHV�LQ�WKH�SXEOLF�GLVWULEXWLRQ�V\VWHP
FRQVHTXHQW�XSRQ�WKH�UHGXFWLRQ�RI�IRRG�DQG�IHUWLOL]HU�VXEVLGLHV�
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FIGURE 3
URBAN SECTOR RESULTS: SELECTED MEASURES OF INEQUALITY AND

POVERTY, 1957-97

Source: author’s calculations.

7DEOH� �� LOOXVWUDWHV� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� VDOLHQW� FKDUDFWHULVWLFV� RI� WKH
HFRQRP\�DQG�FKDQJHV�LQ�LQHTXDOLW\�DQG�SRYHUW\��7DEOH���SURYLGHV�LQIRUPDWLRQ
RQ�IRRG�DYDLODELOLW\�

��� ,QHTXDOLW\�DQG�SRYHUW\�LQ�WKH�UXUDO�VHFWRU

7KH� SHULRG� XQWLO� ����� ZLWQHVVHG� D� IDOO� LQ� WKH� UXUDO� *LQL� LQ� UHVSRQVH� WR� WKH
GLVPDQWOLQJ� RI� WKH� ]DPLQGDUL� DQG� RWKHU� IHXGDO� VWUXFWXUHV�� +RZHYHU�� JURZWK
UDWHV�ZHUH� VR� ORZ� WKDW� UHDO�PHDQ� FRQVXPSWLRQ� GHFOLQHG�EHWZHHQ� ������� DQG
��������7KXV��WKH�GLVWULEXWLRQDO�LPSURYHPHQW�ZDV�XQDEOH�WR�JHQHUDWH�D�GURS�LQ
SRYHUW\��3RYHUW\�ZDV�KLJK��DQG�WKH�QXPEHU�RI�WKH�SRRU�URVH�

)URP��������WR�������LQHTXDOLW\�UHPDLQHG�VWDEOH��ZLWK�WKH�UXUDO�*LQL�IDOOLQJ�E\
RQO\������SRLQWV�� ,QHTXDOLW\� �DQG�SRYHUW\�� LQFUHDVHG� LQ� UHVSRQVH� WR� WKH� EULHI�
EXW�FRVWO\�ZDU�ZLWK�3DNLVWDQ� LQ���������ZKLFK�ZDV� IROORZHG�E\� WZR�\HDUV�RI
SRRU�PRQVRRQV� DQG�FRQVHTXHQW�QHDU�IDPLQH�OLNH� FRQGLWLRQV� LQ�PDQ\�SDUWV� RI
WKH�FRXQWU\��,QHTXDOLW\�EHJDQ�WR�GHFOLQH�DIWHU�WKH�LQLWLDWLRQ�RI�ODQG�UHIRUPV�LQ
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TABLE 5
PROFILE OF INEQUALITY AND POVERTY IN INDIA

Rural Gini H Growth: real wage /
real GDP / per

capita NNP

Food availability /
agricultural growth

Inflation,
per

CPIAL
1957-63 � (-4.73) �  (-6.63) n.a. / � / n.a. � / n.a. n.a.

1963-4 to 1989-90 � (-0.73) � (-14.23) n.a. / � / n.a. � / � n.a.
1990-1 to 1997 � (+2.40) �  (-2.21) � / � / � � / � �
Urban G H Growth: real wage /

real GDP / per
capita NNP

Food availability /
industrial growth

Inflation,
per

CPIIW
1957-63 �  (-0.6) �  (-2.92) n.a. n.a. n.a.
1963-4 to 1989-90 � (-0.95) � (-11.43) n.a. / � / n.a. � / � n.a.
1990-1 to 1997 �(+2.17) �  (-4.18) � / � / � � / � �
Note: G = Gini. H = headcount ratio. NNP = net national product. Inflation refers to
percentage in CPIAL (the consumer price index for agricultural labourers) and CPIIW (the
CPI for industrial workers). n.a. = data unavailable.
Source: author’s calculations.

TABLE 6
PER CAPITA FOOD AVAILABILITY (METRIC TONNES PER ANNUM)

Cereal Food
1973-4 0.163206897 0.180465517
1977-8 0.180488959 0.199384858
1982-3 0.166186441 0.182937853
1986-7 0.170830091 0.186018158
1987-8 0.164200508 0.178109137
1989-90 0.192433090 0.208077859
1990-1 0.193241955 0.210238379
1991-2 0.182663551 0.196705607
1993-4 0.192511261 0.207500000
1994-5 0.196305310 0.211836283
1995-6 0.182728261 0.196108696
Source: RBI (1998).

:LWK�LQHTXDOLW\�DOPRVW�XQFKDQJHG��WKH�JUHDWHU�DJULFXOWXUDO�JURZWK�FRQVHTXHQW
XSRQ�WKH�DGRSWLRQ�RI�*UHHQ�5HYROXWLRQ�W\SH�WHFKQRORJLHV�LQ�VRPH�SDUWV�RI�WKH
FRXQWU\� OHG� WR� D� FRQVLGHUDEOH� GURS� LQ� SRYHUW\� �DERXW� ��� SRLQWV� LQ� WKH� KHDG
FRXQW� UDWLR���7KH�RQO\�DEHUUDWLRQ�RFFXUUHG�LQ���������ZKHQ�SRYHUW\� URVH�DV�D
UHVXOW�RI�SRRU�KDUYHVWV��DQG�ORZHU�DJULFXOWXUDO�ZDJHV��IROORZLQJ�D�ZLGHVSUHDG
IDLOXUH�RI�WKH�PRQVRRQV�

7KH�SRVW������SHULRG�SURYLGHG�D�PDMRU�EUHDN�ZLWK�WKH�SDVW�LQ�UXUDO�LQHTXDOLW\�
7KH�SHULRG�EHJDQ�ZLWK�D�FULVLV��)RRGJUDLQ�SURGXFWLRQ�GHFOLQHG�EHWZHHQ�����
DQG������ODUJHO\�DV�D�UHVXOW�RI�DQ�LQFUHDVH�LQ�WKH�SULFH�RI�IHUWLOL]HUV�DIWHU�D�FXW
LQ� WKH� IHUWLOL]HU� VXEVLG\�� 0DFURHFRQRPLF� SHUIRUPDQFH� VWDUWHG� WR� LPSURYH� LQ
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�������� *'3�� 113� SHU� FDSLWD�� DJULFXOWXUDO� RXWSXW� DQG� IRRG� DYDLODELOLW\
UHJLVWHUHG�JRRG�JDLQV��DQG�WKH�LQIODWLRQ�UDWH�IHOO�

7KLV� JURZWK�� KRZHYHU�� H[DFHUEDWHG� UXUDO� LQHTXDOLW\�� 7KH� *LQL� ZDV� KLJKHU� LQ
����� WKDQ� LW� KDG�EHHQ� DW� WKH� RQVHW� RI� WKH� HFRQRPLF� FULVLV� LQ� �������� ������
FRPSDUHG� WR���������3RYHUW\� LQLWLDOO\� URVH� LQ� UHVSRQVH� WR� WKH� HFRQRPLF� FULVLV
DQG� WKH� OLEHUDOL]DWLRQ�SURJUDPPH�XQGHUWDNHQ� WKHUHDIWHU���� EXW� WKHQ� VWDUWHG� WR
GURS�YHU\�PDUJLQDOO\�IROORZLQJ�WKH�VXFFHVVIXO�OLEHUDOL]DWLRQ�RI�WKH�DJULFXOWXUDO
VHFWRU� DQG� VXEVWDQWLDO� LQFUHDVHV� LQ� WKH� SURFXUHPHQW� SULFHV� IRU� IRRGJUDLQV�
$OWKRXJK� WKHUH�ZHUH�PRGHVW� JDLQV� LQ� UHDO�PHDQ� FRQVXPSWLRQ� �IURP������� LQ
������� WR������� LQ�������� JURZLQJ� LQHTXDOLW\�PHDQW� WKDW� WKH�GURS� LQ�SRYHUW\
ZDV�PDUJLQDO� ������� LQ������FRPSDUHG� WR������� LQ����������*LYHQ� WKH� UDSLG
JURZWK� RI� WKH� SRSXODWLRQ� LQ� UXUDO� DUHDV�� WKH� QXPEHU� RI� WKH� SRRU� LQ� WKH� UXUDO
VHFWRU�ZHQW�XS��+HQFH��WKH�HFRQRPLF�UHIRUP�SURJUDPPH�RI�WKH�����V�OHG�WR�D
ULVH�LQ�UXUDO�LQHTXDOLW\��D�YHU\�PLOG�GURS�LQ�UXUDO�SRYHUW\���DQG�D�VPDOO�LQFUHDVH
LQ�UHDO�PHDQ�FRQVXPSWLRQ��7KHUH�ZDV�VRPH�\HDU�WR�\HDU�IOXFWXDWLRQ�

&KDQJHV� LQ� WKH� UHDO� ZDJH� LQ� DJULFXOWXUH� �JUDSKHG� LQ� )LJXUH� ��� KDYH� EHHQ� D
UHDVRQDEOH�SUR[\�IRU�WKH�PRYHPHQWV�LQ�LQHTXDOLW\�DQG��SDUWLFXODUO\��IRU�WKRVH�LQ
SRYHUW\� LQ� UXUDO� ,QGLD�� 5HDO� PHDQ� FRQVXPSWLRQ� KDV� VKRZQ� D� ZHDN� XSZDUG
WUHQG�� DQG�� DORQJ� ZLWK� IOXFWXDWLQJ� UHDO� DJULFXOWXUDO� ZDJHV�� WKLV� LQGLFDWHV� WKH
VORZO\�ULVLQJ�LPSRUWDQFH�RI��QRQ�DJULFXOWXUDO��ODERXU�LQFRPH��*URZWK�LQ�XUEDQ
UHDO�ZDJHV�VHHPV�WR�KDYH�KDG�OLWWOH�LPSDFW�RQ�UXUDO�SRYHUW\�

$V� DQ� H[SODQDWLRQ� RI� WKH� PRYHPHQWV� LQ� WKH� UHDO� DJULFXOWXUDO� ZDJH�� WKH
IROORZLQJ�UHJUHVVLRQV�KDG�D�JRRG�ILW�

$JZDJH� ������ ������
WLPH �������
LQIO �����
GXPP\ �����
JLQLU ������
KFU

������� ������� ������� ������� ������� ������

5��  � ������ ':� DQG� /0� DQG� )� YHUVLRQ� RI� FKL� VTXDUHG� WHVWV� UHMHFW� VHULDO
FRUUHODWLRQ�

$JZDJH�� WLPH�� LQIO�� GXPP\�� JLQLU�� DQG� KFU� DUH�� UHVSHFWLYHO\�� WKH� UHDO
DJULFXOWXUDO�ZDJH��D� WLPH� WUHQG�� WKH� LQIODWLRQ� LQ� WKH� FRQVXPHU�SULFH� LQGH[� IRU
DJULFXOWXUDO�ODERXUHUV��&3,$/���D�GXPP\��ZLWK�D�YDOXH�RI���IRU�D�EDG�PRQVRRQ
\HDU�DQG���RWKHUZLVH���WKH�UXUDO�*LQL��DQG�WKH�UXUDO�KHDGFRXQW�UDWLR��$OO�VLJQV

������������������������������������������
���*DLKD��������DYHUV�WKDW�WKH�PRVW�LPSRUWDQW�FDXVH�RI�WKH�LQFUHDVH�LQ�UXUDO�SRYHUW\��DW�OHDVW
LQLWLDOO\��ZDV�WKH�ULVH�LQ�IHUWLOL]HU�SULFHV��0XQGOH�DQG�7XODVLGKDU��������DUJXH�WKDW��EHVLGHV
WKLV��KLJKHU�IRRGJUDLQ�SULFHV�DOVR�FRQWULEXWHG�
���5XUDO�SRYHUW\�URVH�LQ���������IROORZLQJ�DQ�LQDGHTXDWH�PRQVRRQ�
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DUH�DV�H[SHFWHG��)LJXUHV�LQ�SDUHQWKHVHV�LQGLFDWH�W�YDOXHV��ZKLFK�VKRZ�WKDW�RQO\
WKH�FRQVWDQW�DQG�WKH�WLPH�WUHQG�DUH�VLJQLILFDQW��2Q�WKH�EDVLV�RI� WKH� OLNHOLKRRG
UDWLR�WHVWV��JLQLU�DQG�KFU�FDQ�EH�GURSSHG�IURP�WKH�UHJUHVVLRQ��7KH�QHZ�HTXDWLRQ
LV�

$JZDJH� ������ ��������
WLPH ������
LQIO �������
GXPP\

��������� ������� �������� ��������

7KH�LQIODWLRQ�LQ�WKH�&3,$/��WKH�0XQGOH�7XODVLGKDU�HIIHFW��KDV� WKH�ULJKW�VLJQ�
EXW�LV�LQVLJQLILFDQW��ZKHUHDV�WKH�SRRU�PRQVRRQ�GXPP\�KDV�WKH�ULJKW�VLJQ�DQG�LV
VLJQLILFDQW��DW����SHU�FHQW���+HQFH��UHDO�DJULFXOWXUDO�ZDJHV�LQ�,QGLD�VHHP�WR�EH
JURZLQJ�DORQJ�D�WUHQG��ZLWK�IOXFWXDWLRQV�EHLQJ�FDXVHG�ODUJHO\�E\�YDULDWLRQV�LQ
WKH�PRQVRRQV�

FIGURE 4
REAL AGRICULTURAL WAGES (RUPEES PER DAY)

Source: calculated from figures provided by Central Statistical Organization (CSO).

��� ,QHTXDOLW\�DQG�SRYHUW\�LQ�WKH�XUEDQ�VHFWRU

7KH� XUEDQ�*LQL� KDV� DOZD\V� EHHQ� KLJKHU� WKDQ� WKH� UXUDO�*LQL��'XULQJ� WKH� ILUVW
SHULRG�LW�URVH�VOLJKWO\��,Q�WKH����\HDU�SHULRG��������WR����������WKH�XUEDQ�*LQL
ZDV�DOPRVW�FRQVWDQW��IDOOLQJ�E\�RQO\������SRLQWV���,Q�FRQWUDVW��LQ�WKH�VHYHQ�\HDU
SHULRG�EHWZHHQ��������DQG������� WKH�XUEDQ�*LQL�ZHQW� XS�E\� �����SRLQWV�� ,Q

�

�

�

�

�

�

�

�

�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�



��

����� LW� VWRRG� DW� RQH� RI� WKH� KLJKHVW� YDOXHV� HYHU� LQ� WKH� ,QGLDQ� FRQWH[W�� ������
7KXV��WKH�UHIRUPV�KDYH�OHG�WR�D�VKDUS�ULVH�LQ�XUEDQ�LQHTXDOLW\�

)RU�PXFK�RI� WKH�SHULRG��������WR�������XUEDQ�SRYHUW\�ZDV� IDOOLQJ��7KH�RQO\
H[FHSWLRQV�ZHUH��L����������ZKHQ�JURZWK�ZDV�ORZ�IROORZLQJ�WKH�GURXJKW��QHDU�
IDPLQH�OLNH�FRQGLWLRQV��RI����������LL����������ZKHQ�WKHUH�ZDV�DQRWKHU�VHYHUH
GURXJKW���LLL��������LPPHGLDWHO\�DIWHU�WKH�VWDELOL]DWLRQ�SURJUDPPH�ZDV�SXW�LQWR
SODFH��DQG��LY��������ZKHQ�LQGXVWULDO�UHFHVVLRQ�VHW�LQ��3RYHUW\�IHOO�PRUH�VKDUSO\
LQ�WKH�����V����7KH�LQGXVWULDO�UHFHVVLRQ�LQ�������KRZHYHU��OHG�WR�D�IDOO�LQ�PHDQ
FRQVXPSWLRQ� DQG� D� ULVH� LQ� LQHTXDOLW\� DQG� SRYHUW\�� )RRG� DYDLODELOLW\� YDULHG
FRQWLQXRXVO\� RYHU� WKLV� SHULRG�� XQGHUVFRULQJ� LWV� GLPLQLVKHG� LPSRUWDQFH� DV� D
GHWHUPLQDQW�RI�XUEDQ�SRYHUW\�DV�FRPSDUHG�WR�UXUDO�SRYHUW\�

8UEDQ� SRYHUW\� KDV� KDG� D� SHUIHFW� DVVRFLDWLRQ� ZLWK� LQGXVWULDO� JURZWK�
XQGHUVFRULQJ� WKH� IDFW� WKDW�� ZLWK� DQ� DOPRVW� VWDEOH� GLVWULEXWLRQ�� KLJKHU� JURZWK
PHDQV�ORZHU�SRYHUW\��:KHQHYHU�WKH�LQGXVWULDO�JURZWK�UDWH�ZHQW�XS��WKH�XUEDQ
KHDG� FRXQW� UDWLR� IHOO²HYHQ� LQ� �������� ZKHQ� KLJKHU� LQGXVWULDO� JURZWK� ZDV
DVVRFLDWHG� ZLWK� ORZHU� UHDO� *'3� DQG� ORZHU� DJULFXOWXUDO� JURZWK�� 6LPLODUO\�
ZKHQHYHU�WKH�LQGXVWULDO�JURZWK�UDWH�IHOO��XUEDQ�SRYHUW\�LQFUHDVHG�

��� &RPSDULVRQ�RI�LQHTXDOLW\�DQG�SRYHUW\�LQ�WKH�UXUDO�DQG�XUEDQ�VHFWRUV

)LJXUH���UHSRUWV�WKH�GLIIHUHQFHV�LQ�LQHTXDOLW\�DQG�SRYHUW\�EHWZHHQ�WKH�UXUDO�DQG
WKH� XUEDQ� VHFWRUV�� 7KH� XUEDQ� VHFWRU� DOZD\V� KDV� KLJKHU� LQHTXDOLW\� DQG� ORZHU
SRYHUW\� WKDQ� WKH� UXUDO�VHFWRU��7KH�GLIIHUHQFH�EHWZHHQ� WKH�*LQL�FRHIILFLHQWV� LQ
WKH� WZR� VHFWRUV� URVH� GXULQJ� WKH� ILUVW� SHULRG� EHFDXVH� RI� DQ� LQFUHDVH� LQ� XUEDQ
LQHTXDOLW\�� WKH� LPSOLFDWLRQV� RI� WKH� LPSRUW�VXEVWLWXWLRQ�OHG� LQGXVWULDO� JURZWK
VWUDWHJ\� DGRSWHG� GXULQJ� WKH� VHFRQG� ILYH�\HDU� SODQ� DQG� D� GURS� LQ� UXUDO
LQHTXDOLW\��'XULQJ��������� WKLV�GLIIHUHQFH�GLPLQLVKHG�DQG� UHPDLQHG�EHORZ��
SRLQWV�XQWLO����������EXW�URVH�GXULQJ�WKH�UHIRUP�SHULRG�

7KH�GLIIHUHQFH�EHWZHHQ�UXUDO�DQG�XUEDQ�SRYHUW\�GLPLQLVKHG�LQ�WKH�ILUVW�SHULRG
DV�UXUDO�SRYHUW\�IHOO�DQG�WKH�LQGXVWULDO�VHFWRU�ZDV�VWLOO�LQ�LWV�LQIDQF\��'XULQJ�WKH
VHFRQG� SHULRG�� WKH� GLIIHUHQFH� UHPDLQHG� QHDUO\� VWDEOH�� QDUURZLQJ� VRPHZKDW
XQWLO� ��������� :LWK� WKH� RQVHW� RI� WKH� UHIRUPV�� XUEDQ� SRYHUW\� GHFOLQHG� PRUH
VKDUSO\�WKDQ�GLG�UXUDO�SRYHUW\��DQG�WKH�JDS�EHWZHHQ�WKH�WZR�ZLGHQHG�

7KH� DVVRFLDWLRQ� EHWZHHQ� UXUDO� DQG� XUEDQ� SRYHUW\� LV� PXFK� FORVHU� WKDQ� WKH
DVVRFLDWLRQ�EHWZHHQ�XUEDQ�DQG�UXUDO� LQHTXDOLW\��7KH�FRHIILFLHQW�RI�FRUUHODWLRQ

������������������������������������������
���7KH�GHFOLQH�ZDV� WKH�VWHHSHVW� LQ� WKH�KHDG�FRXQW� UDWLR�DQG� OHVV�VR� LQ� WKH�FDVH�RI�3*�DQG
63*�
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EHWZHHQ�WKH�XUEDQ�DQG�UXUDO�KHDG�FRXQW�UDWLRV�LV������IRU�WKH�HQWLUH�SHULRG�DQG
����� IRU� WKH� ����V�� ZKLOH� WKH� FRUUHVSRQGLQJ� FRUUHODWLRQ� EHWZHHQ� UXUDO� DQG
XUEDQ�*LQLV�LV�RQO\������IRU�WKH�HQWLUH�SHULRG�DQG������IRU�WKH�����V�

FIGURE 5
INEQUALITY, POVERTY AND MEAN CONSUMPTION: URBAN-RURAL

DIFFERENCES

Source: author’s calculations.

7KH� OLQNV� EHWZHHQ� LQHTXDOLW\� DQG� SRYHUW\� ZLWKLQ� HDFK� VHFWRU� DUH� ZHDN�� 7KH
FRHIILFLHQW�RI�FRUUHODWLRQ�EHWZHHQ�WKH�UXUDO�KHDG�FRXQW�UDWLR�DQG�WKH�UXUDO�*LQL
LV�����IRU�WKH�HQWLUH�SHULRG�DQG������IRU�WKH�����V��,Q�WKH�XUEDQ�VHFWRU�WKH�*LQL
FRHIILFLHQW�DQG�WKH�KHDG�FRXQW�UDWLR�VKRZHG�D�FRUUHODWLRQ�RI�������IRU�WKH�HQWLUH
SHULRG�DQG�������IRU� WKH�����V��+HQFH�� WKH� UHIRUPV�ZHDNHQHG�WKH�DVVRFLDWLRQ
EHWZHHQ�SRYHUW\�DQG�LQHTXDOLW\�ZLWKLQ�HDFK�VHFWRU���

������������������������������������������
���+RZHYHU��LW�FDQ�EH�DUJXHG�WKDW�WKHUH�DUH�WRR�IHZ�GDWD�SRLQWV�SRVW������
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FIGURE 6
INFLATION TRENDS, INDUSTRIAL AND AGRICULTURAL WORKERS

(% VARIATIONS, CPIAL AND CPIIW)

Source: calculated from figures provided by Central Statistical Organization (CSO).

7KH� YDULDELOLW\� RI� LQIODWLRQ� IRU� DJULFXOWXUDO� ZRUNHUV� LV� KLJKHU� WKDQ� WKDW� IRU
LQGXVWULDO�ZRUNHUV��)LJXUH����DQG�LQFUHDVHG�LQ�WKH�����V����,I�XWLOLW\�IXQFWLRQV
DUH� FRQFDYH�� KLJKHU� LQIODWLRQ� YDULDELOLW\� ZRXOG� DPRXQW� WR� ORZHU� H[SHFWHG
XWLOLW\��FHWHULV�SDULEXV��DQG�D�GHFOLQH�LQ�WKH�ZHOIDUH�RI�UXUDO�KRXVHKROGV��([FHSW
IRU� �������� DJULFXOWXUDO� ZRUNHUV� H[SHULHQFHG� JUHDWHU� HURVLRQ� LQ� SXUFKDVLQJ
SRZHU�LQ�WKH�����V�

��� (FRQRPLF�UHIRUPV�DQG�SRYHUW\

7KHUH�DUH�WZR�EURDG�UHDVRQV�IRU�WKH�LQDELOLW\�RI�WKH�UHIRUPV�WR�PDNH�D�VHULRXV
GHQW�LQ�SRYHUW\��SDUWLFXODUO\�UXUDO�SRYHUW\��)LUVW��WKH�HIIHFWLYHQHVV�RI�HFRQRPLF
JURZWK�LQ�UHGXFLQJ�SRYHUW\�GHSHQGV�FRQVLGHUDEO\�RQ�WKH�SDWWHUQ�RI�WKLV�JURZWK
�5DYDOOLRQ� DQG� 'DWW�� ������� ,Q� WKH� FRXQWU\VLGH�� LI� JURZWK� LV� SULPDULO\
FRQFHQWUDWHG� LQ� WKH� QRQ�IDUP� VHFWRU�� LWV� DELOLW\� WR� UHGXFH� SRYHUW\� LQ� SODFHV
FKDUDFWHUL]HG� E\� 
SRRU
� KXPDQ� UHVRXUFHV� DQG� 
SRRU
� LQLWLDO� GHYHORSPHQW
FRQGLWLRQV��LQ�DEVROXWH�WHUPV��DV�ZHOO�DV�UHODWLYH�WR�XUEDQ�DUHDV��LV�OLPLWHG�

������������������������������������������
��� 5DYDOOLRQ� DQG� 'DWW� ������� ������ FRQILUP� WKH� GHOHWHULRXV� HIIHFW� RI� LQIODWLRQ� RQ� UXUDO
SRYHUW\�LQ�VKRUWHU�GDWD�VHULHV��1RPLQDO�ZDJHV�UHVSRQG�VOXJJLVKO\�WR�LQIODWLRQ��VR�WKDW�KLJKHU
LQIODWLRQ�OHDGV�WR�ORZHU�HDUQLQJV�DQG�KLJKHU�SRYHUW\�LQ�WKH�VKRUW�UXQ�
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6HFRQG��WKH�HIIHFWLYHQHVV�RI�DQWL�SRYHUW\�SURJUDPPHV�LV�FUXFLDO��7KH�HYLGHQFH
RQ� WKH� HIIHFWLYHQHVV� RI� WKHVH� SURJUDPPHV� LQ� ,QGLD� LV� PL[HG�� *DLKD� �������
*DLKD��.DXVKLN�DQG�.XONDUQL��������DQG�*DLKD�DQG�.XONDUQL��������DUJXH�WKDW
WKHVH� PHDVXUHV� KDYH� QRW� EHHQ� YHU\� HIIHFWLYH� DQG� WKDW� HFRQRPLF� JURZWK�� E\
LWVHOI�� LV� QRW� DEOH� WR�PDNH�PXFK� RI� D� GHQW� LQ� WKH� FRUH� SRYHUW\� LQ� ,QGLD���� ,Q
FRQWUDVW��EXLOGLQJ�XSRQ�D�PRGHO�RI�WKH�PRYHPHQW�LQ�DQG�RXW�RI�SRYHUW\��3DXO
������� DUJXHV� WKDW� WKH� ,QWHJUDWHG� 5XUDO� 'HYHORSPHQW� 3URJUDPPH� KDV� EHHQ
TXLWH�HIIHFWLYH�LQ�UHGXFLQJ�SRYHUW\�LQ�UXUDO�,QGLD�

%H� WKDW� DV� LW� PD\�� WKHUH� UHPDLQV� FRQVLGHUDEOH� URRP� IRU� LPSURYHPHQW� LQ� WKH
GHVLJQ�DQG�H[HFXWLRQ�RI�DQWL�SRYHUW\�SURJUDPPHV��7KH�VWUDWHJ\�PXVW� LQYROYH
UHVRXUFH�PRELOL]DWLRQ� WR� ILQDQFH� WKHVH� SURJUDPPHV�� ZKLFK� WKH� FXUUHQW� ILVFDO
GHILFLW� RI� ��� SHU� FHQW� RI�*'3�PDNHV� GLIILFXOW�� 7KH� VFRSH� DQG� GHVLJQ� RI� WKH
SXEOLF�GLVWULEXWLRQ�V\VWHP��3'6��QHHG� WR�EH�HQKDQFHG�VR� WKDW� WKH�V\VWHP�FDQ
RIIHU� WKH� SRRU� LPSURYHG� DFFHVV� WR� IRRG�� -KD�� 0XUWK\�� 1DJDUDMDQ�� DQG� 6HWK
�������VKRZ�WKDW�WKH�DOORFDWLRQ�RI�IRRGJUDLQV�WKURXJK�WKH�3'6�WR�YDULRXV�VWDWHV
KDV�QRW�EHHQ�EDVHG�RQ�GHPDQG��0XQGOH�DQG�7XODVLGKDU��������KDYH�DUJXHG�WKDW
WKH�WDUJHWLQJ�DQG�FRYHUDJH�RI�WKH�3'6�KDYH�EHHQ�LQDGHTXDWH��DQG�WKHUHIRUH�WKH
V\VWHP�KDV�IDLOHG�WR�VKLHOG�WKH�SRRU�IURP�WKH�ULVH�LQ�IRRGJUDLQ�SULFHV�WKDW�KDV
IROORZHG� WKH� ERRVW� LQ� WKH� SULFH� RI� IHUWLOL]HUV� DQG� WKH� SURFXUHPHQW� SULFH� IRU
IRRGJUDLQV�LQ�WKH�DIWHUPDWK�RI�WKH�UHIRUPV�

��� (FRQRPLF�UHIRUPV�DQG�LQHTXDOLW\

7KHUH� LV� FRPSHOOLQJ� HYLGHQFH� WKDW� WKH� UHIRUPV� KDYH� H[DFHUEDWHG� LQHTXDOLW\�
+RZHYHU�� WKH� GHWHULRUDWLRQ� LQ� ,QGLD� KDV� EHHQ� OHVV� VXEVWDQWLDO� WKDQ� WKDW� LQ
VHYHUDO�WUDQVLWLRQ�HFRQRPLHV���

������������������������������������������
��� *DLKD� ������� DUJXHV� WKDW� D� VXEVWDQWLDO� DPRXQW� RI� H[SHQGLWXUH� RQ� DQWL�SRYHUW\� SURJUDPPHV� LV
FRUQHUHG�E\�PLGGOHPHQ�RU�SRZHUIXO�YHVWHG�LQWHUHVWV�ZKR�FRQWURO�WKH�SDQFKD\DWV�DQG�WKDW�D�FRDOLWLRQ
RI� WKH�SRRU� WR� IRUFH�VRFLDO�H[SHQGLWXUH� WRZDUGV�PRUH�PHDQLQJIXO�HQGV� LV�QHFHVVDU\� LI� DQWL�SRYHUW\
SURJUDPPHV�DUH�WR�VXFFHHG�
���$WNLQVRQ��������DUJXHV�WKDW�HFRQRPLF�JURZWK�IROORZLQJ�HFRQRPLF�UHIRUP�VKRXOG�QRW�LQHYLWDEO\
LQFUHDVH�LQHTXDOLW\��7KH�.X]QHWV�FXUYH�LV�QR�ORQJHU�LQ�YRJXH��%UXQR��5DYDOOLRQ�DQG�6TXLUH��������
7KHUH�LV�DOVR�DQ�DUJXPHQW�WKDW�WKHUH�PD\�EH�ELGLUHFWLRQDO�FDXVDOLW\�EHWZHHQ�JURZWK�DQG�GLVWULEXWLRQ�
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TABLE 7
DETERMINANTS OF INEQUALITY IN INDIA (SHARES OF NET DOMESTIC PRODUCT, %)

Total Organized sector Unorganized sector

Employee

compensation

Operating

surplus

Mixed

income

Private

sector

Employee

compensation

Operating

surplus

Total Employee

compensation

Mixed

income

1980-1 36.8 7.7 55.5 12.5 7.1 5.4 70.0 14.5 55.5
1981-2 36.2 9.4 54.4 12.9 7.1 5.8 68.4 14.0 54.4
1982-3 37.0 10.2 52.8 12.9 7.3 5.7 66.6 13.7 52.9
1983-4 37.0 10.0 53.0 13.0 7.3 5.7 66.6 13.7 52.9
1984-5 38.5 9.9 51.6 13.1 7.6 5.5 65.6 14.0 51.6
1985-6 38.5 10.3 51.2 12.3 6.9 5.4 65.1 13.9 51.2
1986-7 39.6 10.5 49.9 12.2 7.5 4.6 63.5 13.6 49.9
1987-8 40.2 9.9 49.9 11.8 7.3 4.4 63.6 13.7 49.9
1988-9 38.9 10.7 50.4 11.7 6.7 5.0 64.0 13.6 50.4
1989-90 38.7 11.3 50.0 11.9 6.2 5.7 63.7 13.7 50.0
1990-1 38.4 11.5 50.1 12.2 6.6 5.6 63.8 13.7 50.1
1991-2 38.0 12.1 49.9 11.8 6.7 5.1 63.3 13.4 49.9
1992-3 38.0 11.8 50.2 11.6 6.6 5.0 63.5 13.3 50.2
1993-4 36.5 14.2 49.3 12.6 6.5 6.1 62.3 13.0 49.3
1994-5 35.8 15.3 48.9 13.7 6.6 7.1 61.7 12.9 48.8
1995-6 36.8 16.2 47 16.2 7.3 8.9 59.7 12.6 47.1

Source: calculated from figures provided by Central Statistical Organization (CSO).

��
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FIGURE 7
SHARE OF FACTORS IN NET DOMESTIC PRODUCT

Source: author’s calculations.

:KDW� DFFRXQWV� IRU� WKH� ULVH� LQ� LQHTXDOLW\� LQ� ,QGLD"��� $Q� H[DPLQDWLRQ� RI� WKH
VKDUH�RI�IDFWRU�LQFRPHV�VKHGV�OLJKW�RQ�WKLV�LVVXH��3DUWLFXODUO\�VLQFH���������DV
7DEOH� �� DQG� )LJXUHV� ��� �� DQG� �� LQGLFDWH�� WKH� VKDUH� RI� RSHUDWLQJ� VXUSOXVHV
�SURILWV�� LQ�QHW�GRPHVWLF�SURGXFW� �1'3��KDV�EHHQ� ULVLQJ��ZKLOH� WKDW�RI�PL[HG
LQFRPH� KDV� EHHQ� IDOOLQJ�� 7KH� VKDUH� RI� ZDJH� LQFRPH� KDV� EHHQ� RQ� D� PLOG
GRZQZDUG�WUHQG��,Q�WKH�RUJDQL]HG�VHFWRU�RI�WKH�HFRQRP\��WKHVH�WHQGHQFLHV�DUH
HYHQ�PRUH� SURQRXQFHG�� 7KH� VKDUH� RI� WKH� RUJDQL]HG� VHFWRU� LQ�1'3� KDV� ULVHQ
HQRUPRXVO\��E\�DERXW����SHU�FHQW��VLQFH���������:LWKLQ�WKLV�VHFWRU��WKH�VKDUH
RI�SURILWV�KDV�JRQH�XS�UDSLGO\�VLQFH���������ZKHUHDV�WKH�VKDUH�RI�ZDJH�LQFRPH
�WKH� FRPSHQVDWLRQ� RI� HPSOR\HHV�� KDV� EURDGO\� VWDJQDWHG�� 7KH� VKDUH� RI� WKH
XQRUJDQL]HG� VHFWRU� LQ� 1'3� KDV� GURSSHG�� 7KH� VKDUH� RI� ZDJHV� KDV� EHHQ

������������������������������������������
���7KHUH�LV�D�VXEVWDQWLDO�OLWHUDWXUH�RQ�WKH�LQFUHDVH�LQ�LQHTXDOLW\�IROORZLQJ�HFRQRPLF�UHIRUPV�
,Q� D� VWXG\�RI� WKH� LQWHUWHPSRUDO� DQG� LQWHUQDWLRQDO� YDULDWLRQV� LQ� LQHTXDOLW\� �LQ� D� VDPSOH� WKDW
LQFOXGHG� ,QGLD��� /L��6TXLUH� DQG�=RX� �������KDYH� LGHQWLILHG� FUHGLW�PDUNHW� LPSHUIHFWLRQV� DV
WKH� PRVW� LPSRUWDQW� GHWHUPLQDQW� RI� LQHTXDOLW\�� ,I� WKH� SRRU� KDYH� OLPLWHG� DFFHVV� WR� ZHOO�
IXQFWLRQLQJ� FUHGLW� PDUNHWV�� WKHQ� UDSLG� HFRQRPLF� JURZWK� ZRXOG� ZRUVHQ� WKHLU� UHODWLYH
HFRQRPLF� SRVLWLRQ�� 2WKHU� GHWHUPLQDQWV� LQFOXGH� SROLWLFDO� HFRQRP\� FRQVLGHUDWLRQV�� VXFK� DV
WKH�H[WHQW�RI�FLYLO�OLEHUWLHV�DQG�WKH�LQLWLDO�LQHTXDOLW\�RI�DVVHWV��)LQDQFLDO�GHHSHQLQJ��LQYROYLQJ
WKH� IUHHU� PRYHPHQW� RI� ILQDQFLDO� YDULDEOHV� DQG� D� ODUJHU� QXPEHU� RI� ILQDQFLDO� LQVWUXPHQWV�
SHUPLWV� WKH� ULFK� WR� SXVK� IRUZDUG� FHUWDLQ� UHIRUPV� WKDW� DUH� RI� EHQHILW� WR� WKHP�� WKXV
H[DFHUEDWLQJ�LQHTXDOLWLHV�

�

��

��

��

��

��

��

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

� &RPSHQVDWLRQ�RI�HPSOR\HHV

2SHUDWLQJ�VXUSOXV

0L[HG�LQFRPH



��

VWDJQDWLQJ�ZLWKLQ�WKLV�VHFWRU��DQG�WKDW�RI�PL[HG�LQFRPH��VHOI�HPSOR\PHQW�DQG
DJULFXOWXUDO�LQFRPH��KDV�EHHQ�GHFOLQLQJ��LQGLFDWLQJ�D�ULVH�LQ�WKH�VKDUH�RI�SURILW�

FIGURE 8
FACTOR INCOMES IN THE ORGANIZED SECTOR (% OF NDP)

Source: calculated from figures provided by Central Statistical Organization (CSO).

FIGURE 9
FACTOR INCOMES IN THE UNORGANIZED SECTOR (% OF NDP)

Source: calculated from figures provided by Central Statistical Organization (CSO).

�

�

�

�

�

��

��

��

��

��

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

�

3ULYDWH�RUJDQL]HG�VHFWRU

(PSOR\HH�FRPSHQVDWLRQ

2SHUDWLQJ�VXUSOXV

�

��

��

��

��

��

��

��

��

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

��
��
��
�

� 8QRUJDQL]HG��VHFWRU

(PSOR\HH�FRPSHQVDWLRQ

0L[HG�LQFRPH



��

7DEOH� �� SURYLGHV� HYLGHQFH� WKDW� WKH� HFRQRPLF� UHIRUPV� KDYH� EHHQ� DVVRFLDWHG
ZLWK� D� GURS� LQ� WKH� UDWH� RI� ODERXU� DEVRUSWLRQ�� $OVR�� DV� 7DEOH� �� LQGLFDWHV�� WKH
JURZWK� RI� WKH� ),5(� VHFWRU� KDV� RXWVWULSSHG� WKH� JURZWK� LQ� DJULFXOWXUH� GXULQJ
DOPRVW�HYHU\�\HDU�RI�WKH�UHIRUP�SHULRG��6LQFH����������WKH�JURZWK�RI�WKH�),5(
VHFWRU�KDV�FRQVLVWHQWO\�RXWSDFHG�WKH�JURZWK�LQ�PDQXIDFWXULQJ�DV�ZHOO��,W�LV�ZHOO
NQRZQ�WKDW�JURZWK� LQ� WKH�),5(�VHFWRU� FUHDWHV�GHPDQG� IRU�KLJKO\� VNLOOHG� DQG
VSHFLDOL]HG�IDFWRUV�RI�SURGXFWLRQ�DQG�KDV�D�VXEVWDQWLDO�VSHFXODWLYH�FRPSRQHQW�
)DFLOLWDWLQJ� WKH� GHYHORSPHQW� RI� HQWHUSULVH� DQG� LQYHVWPHQW� KDV� OHG� WR
FRQVLGHUDEOH� LPSURYHPHQW� LQ� SURILW� RSSRUWXQLWLHV�� EXW� OHVV� VR� LQ� WKH� FDVH� RI
ODERXU�HDUQLQJV�

TABLE 8
ANNUAL COMPOUND GROWTH IN EMPLOYMENT, BY INDUSTRY (%)

1980-91a 1990-4b 1994-8c

Agriculture, forestry, fishing and hunting 0.9 -0.4 0.1
Mining and quarrying 1.5 0.5 -2.8
Manufacturing 0.3 0.4 2.0
Electricity, gas and water supply 2.8 1.1 0.7
Construction 0.5 -0.1 -0.9
Trades, hotels and restaurants 1.3 0.9 1.1
Transport, storage, communications 1.1 0.7 -0.2
Financing, insurance, real estate 4.4 2.4 1.1
Community, social, personal services 2.2 1.1 0.9
Total 1.6 0.8 0.8
Note: a. 1 April 1980 to 30 March 1991. b. 1 April 1990 to 31 March 1994. c. 1 April 1994 to
31 March 1998.
Source: Central Statistical Organization.

7KH�JUDGXDO� SDFH� RI� WKH� UHIRUPV� DQG� WKH� SUDFWLFH� RI� VWDJJHULQJ�PDMRU� SROLF\
FKDQJHV�KDYH�OLPLWHG�WKH�QHJDWLYH�HIIHFWV�LQ�WHUPV�RI�D�ZRUVHQLQJ�RI�LQHTXDOLW\�
0RUHRYHU��WKH�ODFN�RI�IOH[LELOLW\�LQ�ODERXU�PDUNHWV��SDUWLFXODUO\�WKH�GLIILFXOWLHV
DVVRFLDWHG�ZLWK� WKH� UHWUHQFKPHQW� RI�ZRUNHUV�� KDV� WHQGHG� WR� FXVKLRQ�ZRUNHUV
IURP� WKH� XQHPSOR\PHQW� LPSOLFDWLRQV� RI� WKH� UHIRUPV�� ,W� LV� ZLGHO\� DFFHSWHG�
KRZHYHU��WKDW� WKLV�KDV�DOVR�DFWHG�DV�D�EUDNH�RQ�PRUH� UDSLG�HFRQRPLF�JURZWK�
+HQFH��WKHUH�KDV�EHHQ�D�WUDGH�RII��)XUWKHUPRUH��VLQFH�,QGLD�LV�D�ODUJH�FRXQWU\�
WKH�DJJUHJDWH� LQGLFDWRUV�PD\�EH�FRQFHDOLQJ�FRQVLGHUDEOH�GLYHUVLW\� LQ� UHJLRQDO
H[SHULHQFHV���� 7KLV� QHFHVVLWDWHV� D� PRUH� GLVDJJUHJDWHG� DQDO\VLV� RI� WUHQGV� LQ
LQHTXDOLW\� DQG� SRYHUW\�� 6RPH� UHVXOWV� DW� WKH� OHYHO� RI� VWDWHV� DUH� WKHUHIRUH� QRZ
UHSRUWHG�

������������������������������������������
���5DYDOOLRQ��������DUJXHV�VLPLODUO\�LQ�WKH�FDVH�RI�UXUDO�&KLQD�
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TABLE 9
ANNUAL REAL GDP GROWTH RATES IN AGRICULTURE,

MANUFACTURING AND SERVICES

Agriculture, forestry
and logging, fishing,
mining and quarrying

Manufacturing
and

construction

Transport,
communications,

trade

Banking and insurance, real
estate and ownership of

dwellings, business services
1991-2 -2.0 -1.7 2.3 10.5
1992-3 5.8 4.4 6.2 4.6
1993-4 3.6 6.9 12.5 5.6
1994-5 5.3 9.3 9.9 6.1
1995-6 -0.4 12.5 13.3 7.6
1996-7 8.8 6.6 7.7 7.1
1997-8 -1.1 5.6 5.8 11.8
Source: author’s calculations based on data of the Central Statistical Organization.

,9 329(57<�$1'�,1(48$/,7<�$7�7+(�67$7(�/(9(/

7R�KLJKOLJKW�WKH�UHJLRQDO�GLPHQVLRQV�RI�LQHTXDOLW\�DQG�SRYHUW\��WKH�*LQL�LQGH[
DQG�+��3*�DQG�63*�KDYH�EHHQ�FDOFXODWHG�IRU����,QGLDQ�VWDWHV��$QGKUD�3UDGHVK�
$VVDP�� %LKDU�� *XMDUDW�� .DUQDWDND�� .HUDOD�� 0DGK\D� 3UDGHVK�� 0DKDUDVKWUD�
2ULVVD��3XQMDE��5DMDVWKDQ��7DPLOQDGX��8WWDU�3UDGHVK��DQG�:HVW�%HQJDO����7KLV
DQDO\VLV� UHYHDOV�D� ULFK�YDULHW\�RI� H[SHULHQFHV� DW� WKH� VWDWH� OHYHO��)RU� H[DPSOH�
WKH� UXUDO�*LQL�ZHQW�XS� IRU� ,QGLD� DV� D�ZKROH� LQ� ������� ���VW�5RXQG��� EXW� WKH
UXUDO�*LQL�DFWXDOO\�IHOO�DW�WKH�VWDWH�OHYHO�LQ�$QGKUD�3UDGHVK��0DGK\D�3UDGHVK�
2ULVVD��3XQMDE��7DPLOQDGX��DQG�:HVW�%HQJDO��7KH�DJJUHJDWH�UXUDO�*LQL�IHOO�LQ
������� ���QG� 5RXQG��� ZKLOH� WKH� UXUDO� *LQL� URVH� LQ� $VVDP�� %LKDU�� .HUDOD�
0DGK\D�3UDGHVK��2ULVVD��DQG�8WWDU�3UDGHVK��6RPH�VWDWHV�KDYH�UHGXFHG�SRYHUW\
LPSUHVVLYHO\�� 7KXV�� WKH� UXUDO� KHDG� FRXQW� UDWLR� KDV� EHHQ� UHGXFHG� VKDUSO\� LQ
$QGKUD� 3UDGHVK�� 3XQMDE� KDV�� H[SHFWHGO\�� SHUIRUPHG� YHU\� ZHOO�� ,Q� FRQWUDVW�
SRYHUW\� KDV� ZRUVHQHG� LQ� VWDWHV� VXFK� DV� $VVDP�� DQG� LWV� LQFLGHQFH� UHPDLQV
GLVWXUELQJO\�KLJK�LQ�D�SRSXORXV�VWDWH�VXFK�DV�%LKDU�

6RPH�VWDWHV� WKDW�KDYH�KDG�KLJK�UDWHV�RI�HFRQRPLF�JURZWK�DQG�HQMR\�KLJK�SHU
FDSLWD�FRQVXPSWLRQ�DOVR�VKRZ�ORZ�LQHTXDOLW\��DQG�SRYHUW\�OHYHOV��FRPSDUHG�WR
VWDWHV�WKDW�DUH�ODJJLQJ�EHKLQG��)RU�H[DPSOH��WKH�UXUDO�*LQL�IRU�%LKDU�ZDV������
LQ� WKH���WK�5RXQG� ���������DQG�KDG�GHWHULRUDWHG� WR������E\� WKH���QG�5RXQG
����������%LKDU�KDV�DOVR�KDG�ORZ�UDWHV�RI�HFRQRPLF�JURZWK�DQG�LV�DPRQJ�WKH

������������������������������������������
���7KH�GHWDLOHG�UHVXOWV�DUH�QRW�UHSRUWHG�KHUH�WR�FRQVHUYH�VSDFH��+RZHYHU��WKH\�DUH�DYDLODEOH
IURP�WKH�DXWKRU�
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SRRUHVW�VWDWHV�LQ�,QGLD��2Q�WKH�RWKHU�KDQG��LQ�3XQMDE��WKH�ULFKHVW�VWDWH���LQ�WKH
FRXQWU\�� WKH� UXUDO�*LQL� FRHIILFLHQW� GURSSHG� IURP� ����� WR� ����� RYHU� WKH� VDPH
WLPH�SHULRG��ZLWK�SRYHUW\�IDOOLQJ�VKDUSO\��7KXV��WRR�PXFK�LQHTXDOLW\�VHHPV�WR
EH�DQ�LPSHGLPHQW� WR�HFRQRPLF�JURZWK�LQ� WKLV�FDVH�� ,Q�VSHFLILF�VLWXDWLRQV�� WKH
FDXVH�DQG�HIIHFW�FRXOG�ZRUN�HLWKHU�ZD\��1RW�RQO\�FDQ�PRUH�HTXDOLW\�DQG�OHVV
SRYHUW\�EH�JRRG�IRU�JURZWK��EXW�DOVR�KLJK�JURZWK�PD\� OHDG� WR�PRUH�HTXDOLW\
DQG�OHVV�SRYHUW\�

7R� LOOXPLQDWH� WKH�EHKDYLRXU� RI� LQHTXDOLW\� DW� WKH� OHYHO� RI� VWDWHV� DV� D� JURXS�� D
QXPEHU�RI�SDQHO�UHJUHVVLRQV�KDYH�EHHQ�UXQ�UHODWLQJ�UXUDO�DQG�XUEDQ�*LQLV�WR�D
KRVW�RI�YDULDEOHV��7KH�EHVW�UHVXOWV�DUH�DV�IROORZV�

*,1,5� �������
WLPH �������
+5 ��������
50&5 ���������
50&5�

�������� ��������� ������� ��������

*,1,8� �������
WLPH ��������
+8 ��������
50&8 ��������
50&8�

������� ��������� ������� ��������

ZKHUH� *,1,5�� *,1,8�� +5�� +8�� 50&5�� 50&8�� 50&5��� 50&8�� DUH�
UHVSHFWLYHO\��WKH�UXUDO�*LQL��WKH�XUEDQ�*LQL��WKH�UXUDO�KHDG�FRXQW�UDWLR��WKH�XUEDQ
KHDG�FRXQW�UDWLR��UXUDO�UHDO�PHDQ�FRQVXPSWLRQ��XUEDQ�UHDO�PHDQ�FRQVXPSWLRQ�
WKH�VTXDUH�RI�UXUDO�UHDO�PHDQ�FRQVXPSWLRQ��DQG�WKH�VTXDUH�RI�XUEDQ�UHDO�PHDQ
FRQVXPSWLRQ�� 7KH� W�YDOXHV� �LQ� SDUHQWKHVHV�� LQGLFDWH� WKDW� WKH� FRHIILFLHQWV� DUH
VLJQLILFDQW�DW���SHU�FHQW��7KH�UDQGRP�HIIHFWV�PRGHO�LV�UHMHFWHG�LQ�IDYRXU�RI�WKH
IL[HG�HIIHFWV�PRGHO�LQ�ERWK�VHFWRUV��,Q�ERWK�VHFWRUV��LQHTXDOLW\�KDV�D�WHQGHQF\
WR�ULVH�RYHU�WLPH��DQG�WKLV�WHQGV�WR�EH�DFFRPSDQLHG�E\�D�ULVH�LQ�SRYHUW\��,Q�WKH
UXUDO� VHFWRU�� LQHTXDOLW\� ULVHV�PRQRWRQLFDOO\�ZLWK�PHDQ� FRQVXPSWLRQ��ZKHUHDV
LQ� WKH� XUEDQ� VHFWRU� LW� PD\� IDOO� DIWHU� D� YHU\� ODUJH� YDOXH� RI� UHDO� PHDQ
FRQVXPSWLRQ� LV� UHDFKHG���� )XUWKHUPRUH�� ZKHUHDV� WKH� FRHIILFLHQWV� RQ� SRYHUW\
DQG� WLPH� DUH� FRPSDUDEOH� IRU� WKH� WZR� VHFWRUV�� WKH� FRHIILFLHQW� RQ� UHDO
FRQVXPSWLRQ�LV�PXFK�KLJKHU�LQ�WKH�XUEDQ�VHFWRU��7KLV�XQGHUVFRUHV�RXU�ILQGLQJ
WKDW�XUEDQ�JURZWK�KDV�EHHQ�PRUH�LQHTXDOL]LQJ�WKDQ�UXUDO�JURZWK��2YHUDOO��LQ�WKH
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��� $V� D� PDWWHU� RI� IDFW�� 3XQMDE� KDV� D� EHWWHU� WUDFN� UHFRUG� LQ� SRYHUW\� UHGXFWLRQ� DQG� PHDQ
FRQVXPSWLRQ�WKDQ�HYHQ�WKH�ZHOIDUH�RULHQWHG�VWDWHV�ZLWK�ORQJ�SHULRGV�RI�VRFLDOLVW�UXOH�VXFK�DV
.HUDOD�DQG�:HVW�%HQJDO�
���7KLV�IROORZV�IURP�WKH�VPDOO�YDOXH�RI�WKH�FRHIILFLHQW�RI�50&8��LQ�FRPSDULVRQ�WR�WKDW�IRU
50&8�
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,QGLDQ� FRQWH[W�� WKHUH� LV� UHDVRQ� WR� YLHZ� JURZWK� DV� WHQGLQJ� WR� LQFUHDVH
LQHTXDOLW\���

FIGURE 10
COEFFICIENTS OF VARIATION IN RURAL MEAN CONSUMPTION, INEQUALITY

AND POVERTY IN INDIAN STATES

Source: author’s calculations.

*LYHQ�WKHVH�GLIIHUHQFHV�DPRQJ�VWDWHV��LW�LV�SHUWLQHQW�WR�LQTXLUH�ZKHWKHU�WKHUH�LV
D� ORQJ�WHUP� FRQYHUJHQFH� LQ� WKH� SHUIRUPDQFH� RI� WKH� VWDWHV�� $V� D� ILUVW� VWHS� LQ
DGGUHVVLQJ�WKLV�LPSRUWDQW�TXHVWLRQ��)LJXUHV����DQG����UHSRUW�WKH�WLPH�SDWKV�RI
WKH� FRHIILFLHQWV� RI� YDULDWLRQ� RI� UXUDO� DQG� XUEDQ� LQHTXDOLW\� DQG� SRYHUW\�� ,Q
QHLWKHU�VHFWRU�LV�WKHUH�D�WHQGHQF\�IRU�WKLV�GLYHUVLW\�WR�GLPLQLVK��,QGHHG��ZLWK�WKH
RQVHW� RI� UHIRUPV�� WKH� GLYHUJHQFH� DPRQJ� VWDWHV� LQ� UHVSHFW� RI� WKH� LQFLGHQFH� RI
XUEDQ�DQG��WR�D�JUHDWHU�H[WHQW��UXUDO�SRYHUW\�VHHPV�WR�KDYH�LQFUHDVHG�
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FIGURE 11
COEFFICIENTS OF VARIATION IN URBAN MEAN CONSUMPTION,

INEQUALITY AND POVERTY IN INDIAN STATES

Source: author’s calculations.

7KHQ��WZR�PRGHUQ�WHVWV�RI�FRQYHUJHQFH��WKH�UDQNV�WHVW�DQG�WKH�OHYHOV�WHVW��DUH
FDUULHG� RXW� IRU� DQ\� YDULDEOH� RI� LQWHUHVW�� VD\�� WKH� XUEDQ� *LQL� FRHIILFLHQW�� 7KH
WLPH�SHULRG� VKRXOG�EH� ORQJ� IRU� WKH� OHYHOV� WHVW��ZKHUHDV� WKH� UDQNV� WHVW� LV� DOVR
YDOLG�IRU�VKRUW�WLPH�SHULRGV�
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:� �V�^�������N��1�1����`

ZKHUH�V� �WKH�VXP�RI�WKH�VTXDUHV�RI�WKH�REVHUYHG�GHYLDWLRQV�IURP�WKH�PHDQV�RI
5M��WKH�VXPV�RI�WKH�UDQNV�REWDLQHG�E\�D�SDUWLFXODU�VWDWH�LQ�GLIIHUHQW�\HDUV���WKDW
LV�

�

�� ß
à

Þ
Ï
Ð

Î
-= Ê M

M

M
5PHDQ5V

�

����

���

����

���

����

���

����

���

�� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��

166�5RXQGV

50&8

+8

*,1,8



��

ZKHUH�PHDQ�5M��LV�WKH�PHDQ�RI�5M��1�LV�WKH�WRWDO�QXPEHU�RI�VWDWHV��DQG�N�LV�WKH
QXPEHU�RI�\HDUV�

7KH�PD[LPXP�SRVVLEOH�VXP�RI�VTXDUHG�GHYLDWLRQV�LV�������N��1��1���:�YDULHV
EHWZHHQ���DQG���DQG�LV�FRPSXWHG�IRU�WKH�ILUVW�WZR�VHWV�RI�UDQNLQJV��WKDW�LV��WKH
ILUVW�WZR�\HDUV���WKHQ�IRU�WKH�ILUVW�WKUHH�\HDUV�DQG�VR�RQ��XQWLO�DOO�WKH�\HDUV�DUH
FRYHUHG�� WKXV� FKDUWLQJ� WKH� PRELOLW\� RI� UDQNLQJV� RYHU� WLPH�� 7KH� SUREDELOLW\
DVVRFLDWHG�ZLWK�WKH�RFFXUUHQFH�XQGHU�+���UDQNLQJV�DUH�XQUHODWHG�WR�HDFK�RWKHU�
RI�DQ\�YDOXH�DV�ODUJH�DV�DQ�REVHUYHG�:�LV�GHWHUPLQHG�E\�FRPSXWLQJ�c��DV�

c�� �V>������N1�1���@� �N�1���:

ZLWK�GHJUHHV�RI�IUHHGRP��1����7DEOH����SUHVHQWV�WKHVH�UHVXOWV�IRU�WKH�UXUDO�DQG
XUEDQ�VHFWRUV��,Q�WKH�UXUDO�VHFWRU�WKH�FULWLFDO�YDOXH�RI�c���DW���SHU�FHQW��H[FHHGV
WKH�FRPSXWHG�YDOXH�RQO\�IRU�WKH�ILUVW�HQWU\�IRU�WKH�*LQL�FRHIILFLHQW��,Q�WKH�XUEDQ
VHFWRU�WKLV�KDSSHQV�IRU�WKH�ILUVW�WZR�HQWULHV�IRU�WKH�*LQL��,Q�DOO�RWKHU�FDVHV��WKH
QXOO�K\SRWKHVLV�RI�QR�DJUHHPHQWV�DPRQJ�WKH�UDQNV�LV�UHMHFWHG��+HQFH��E\�DQG
ODUJH��WKHUH�KDV�EHHQ�UHPDUNDEOH�VWDELOLW\�LQ�UDQNV�DFURVV�WKHVH�VWDWHV�LQ�UHJDUGV
WR� WKHVH� FULWLFDO�ZHOIDUH�GHWHUPLQLQJ�YDULDEOHV��7KH�.HQGDOO� WHVW� VWDWLVWLFV� IRU
WKH�UHIRUP�SHULRG�DUH�UHSRUWHG�LQ�7DEOH����IRU�WKH�UXUDO�DQG�XUEDQ�VHFWRUV��5DQN
FRQYHUJHQFH�REWDLQV� LQ�XUEDQ�PHDQ�FRQVXPSWLRQ� IRU� VRPH� \HDUV�� EXW�QRW� IRU
RWKHU�YDULDEOHV�

6WDWHV�PD\�QRW�FRQYHUJH�LQ�UDQNV��EXW�PD\�GR�VR�LQ�OHYHOV��7R�FKHFN�WKLV�� WKH
OHYHOV�WHVW�RI�(YDQV�DQG�.DUUDV���������DQ�LPSURYHPHQW�XSRQ�WKH�VWDQGDUG��b�
W\SH��WHVWV�RI�FRQYHUJHQFH��KDV�EHHQ�FDUULHG�RXW��7KLV�WHVW�LQYROYHV�WZR�VWHSV�
&RQVLGHU�\W��WKH�ORJ�RI�DQ\�YDULDEOH�RI�LQWHUHVW�
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TABLE 10
RANK CONCORDANCE AMONG STATES

Chi square
Number of rounds Gini H PG SPG Mean consumption

Rural
k = 2 21.43* 23.94 24.17 24.34 24.40
k = 3 28.56 33.93 34.99 35.30 35.95
k = 4 32.29 43.97 44.93 44.91 42.71
k = 5 43.03 52.57 54.55 54.49 50.37
k = 6 52.13 60.38 63.14 63.64 57.22
k = 7 62.61 68.24 71.78 72.80 65.84
k = 8 71.94 77.81 79.77 80.23 75.27
k = 9 80.78 84.95 87.17 86.55 83.16
k = 10 89.45 88.46 91.41 89.36 85.82
k = 11 99.92 94.58 97.05 96.95 89.90
k = 12 109.65 101.39 105.16 105.68 98.61
k = 13 114.97 110.89 113.46 114.09 106.50
k = 14 119.94 116.60 120.49 120.25 110.55
k = 15 115.22 122.79 127.39 127.21 108.75
k = 16 124.39 121.80 133.66 134.22 111.03
k = 17 128.70 124.70 137.82 138.62 112.27
k = 18 133.82 128.18 143.35 144.30 112.04
k = 19 141.33 130.71 147.99 149.77 112.70
k = 20 146.33 134.49 154.77 156.51 117.33
k = 21 148.42 137.41 157.01 158.61 120.31
k = 22 154.80 137.19 157.61 161.21 121.35
k = 23 158.88 138.69 160.64 165.58 124.04
k = 24 163.70 141.14 136.10 158.81 135.90
k = 25 169.81 142.59 128.89 154.81 141.40
k = 26 161.99 144.26 123.50 153.96 144.90
k = 27 163.41 145.45 124.52 154.23 145.61

Urban
k = 2 14.8* 23.83 24.69 23.63 26.03
k = 3 19.68* 35.57 37.21 35.52 38.00
k = 4 13.68* 43.23 48.97 46.82 44.22
k = 5 17.84* 50.94 56.91 53.09 45.51
k = 6 24.21 61.01 66.06 61.32 53.55
k = 7 28.52 71.95 78.27 72.50 65.30
k = 8 35.17 83.86 90.30 84.48 73.61
k = 9 37.52 94.47 101.52 95.60 85.32
k = 10 44.43 105.27 112.55 106.26 93.05
k = 11 52.28 115.55 124.16 116.55 101.89
k = 12 62.48 124.39 134.70 126.95 111.74
k = 13 69.22 133.41 143.22 132.51 122.35
k = 14 73.83 144.48 154.16 142.65 134.96
k = 15 78.40 156.23 165.96 154.15 147.66
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k = 16 77.43 166.88 171.91 157.39 155.90
k = 17 82.56 176.82 181.89 164.50 164.98
k = 18 85.04 188.76 194.09 176.16 177.71
k = 19 91.72 195.22 200.94 182.90 190.38
k = 20 89.06 202.12 207.82 188.31 198.61
k = 21 97.09 210.15 214.03 194.67 208.47
k = 22 103.05 220.01 224.31 203.96 217.77
k = 23 110.83 226.78 231.05 210.60 220.57
k = 24 119.11 233.45 238.31 218.05 225.38
k = 25 126.70 235.18 240.38 220.67 210.61
k = 26 133.65 238.29 243.04 223.20 201.34
k = 27 135.09 239.54 244.01 225.32 203.45
Note: an asterisk (*) denotes acceptance of the null hypothesis at 5%.
Source: author’s calculations.

TABLE 11
RANK CONCORDANCE AMONG STATES DURING THE REFORM PERIOD

(FIRST YEAR, 1991-2)

Chi square
Number of rounds Gini H SPG Mean

consumption
Rural

2 22.63 24.46 21.97* 23.31
3 34.50 36.94 25.78 35.23
4 43.86 39.69 33.96 36.43
5 37.98 43.88 44.66 29.14
6 37.45 44.01 45.98 32.01

Urban
2 22.11* 23.31 23.80 22.57*
3 33.51 35.27 36.24 23.57
4 39.00 39.74 40.10 22.66*
5 45.71 48.47 48.60 27.99
6 45.72 49.03 48.06 22.45*
Note: an asterisk (*) indicates acceptance of the null hypothesis at 5%.
Source: author’s calculations.
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df � ��H[FHHGV�DQ�DSSURSULDWHO\�FKRVHQ�FULWLFDO�YDOXH��FRQYHUJHQFH�LV
FRQGLWLRQDO�� ,I� QRW�� FRQYHUJHQFH� PD\� EH� DEVROXWH�� ,Q� RXU� FDVH�� DV� 7DEOH� ��
LQGLFDWHV�� FRQYHUJHQFH� LQ� HDFK� RI� WKH� FDWHJRULHV� RI� SRYHUW\�� LQHTXDOLW\� DQG
PHDQ� FRQVXPSWLRQ� LQ� ERWK� WKH� UXUDO� DQG� XUEDQ� VHFWRUV� LV� FRQGLWLRQDO��� DQG
WKHUHIRUH�ZHDN�

7KXV�� WKH�UDQNV�RI�VWDWHV�ZLWK�UHVSHFW� WR� LQGLFDWRUV�RI� LQHTXDOLW\��SRYHUW\�DQG
PHDQ�FRQVXPSWLRQ�DUH�XQOLNHO\� WR� FKDQJH� VLJQLILFDQWO\� RYHU� WLPH��0RUHRYHU�
WKHUH� LV� RQO\� ZHDN� FRQYHUJHQFH� LQ� WKH� OHYHOV�� 7KH� UHVXOWV� RI� WKH� WZR
FRQYHUJHQFH�WHVWV�WKHUHIRUH�UHLQIRUFH�HDFK�RWKHU�DQG�DUH�LQ�FRQVRQDQFH�ZLWK�WKH
UHVXOWV�RQ�WKH�EHKDYLRXU�RI�FRHIILFLHQWV�RI�YDULDWLRQ�

7KLV�ULVLQJ�UHJLRQDO�LQHTXDOLW\�LV�QRZ�D�PDWWHU�RI�FRQFHUQ��5HGXFLQJ�LQWHUVWDWH
GLVSDULWLHV� KDV� EHHQ� DQ� LPSRUWDQW� REMHFWLYH� RI� JRYHUQPHQW� SROLF\�� 7KH� ILYH�
\HDU� SODQV� KDYH� XVHG� SXEOLF� LQYHVWPHQW� DQG� LQGXVWULDO� OLFHQVLQJ� WR� SURPRWH
EDODQFHG�UHJLRQDO�GHYHORSPHQW��7UDQVIHUV�IURP�WKH�FHQWUDO�JRYHUQPHQW�WR�VWDWH
JRYHUQPHQWV� XQGHU� ERWK� WKH� FDSLWDO� DQG� WKH� FXUUHQW� FDWHJRULHV� WKURXJK� WKH
)LQDQFH� &RPPLVVLRQ� DQG� WKH� 3ODQQLQJ� &RPPLVVLRQ� DUH� RYHUZKHOPLQJO\
HTXDOL]LQJ� LQ� QDWXUH�� 7KXV�� WKH� ��WK� )LQDQFH� &RPPLVVLRQ� �*RYHUQPHQW� RI
,QGLD���������WKH�UHFRPPHQGDWLRQV�RI�ZKLFK�JXLGHG�IHGHUDO�WUDQVIHUV�EHWZHHQ
����������� DGYRFDWHG� WKH� IROORZLQJ� ZHLJKW� VWUXFWXUH� IRU� WKH� GHYROXWLRQ
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���7KLV� LPSOLHV� WKDW� WKH�YDOXHV�IRU�DQ\�VWDWH�JUDYLWDWH� WRZDUGV� WKHLU�RZQ�UHVSHFWLYH�PHDQV
UDWKHU� WKDQ� WKH� PHDQV� IRU� DOO� VWDWHV�� )RU� D� IRUPDO� GHILQLWLRQ� RI� FRQGLWLRQDO� DQG� DEVROXWH
FRQYHUJHQFH��VHH�(YDQV�DQG�.DUUDV��������������&RQGLWLRQDO�FRQYHUJHQFH�LV�FRQVLVWHQW�ZLWK
WKH� ILQGLQJ� RI� 'DWW� DQG� 5DYDOOLRQ� ������� WKDW� 
LQLWLDO� FRQGLWLRQV
� DUH� LPSRUWDQW� LQ� WKH
HYROXWLRQ�RI�SRYHUW\�LQ�WKH�VWDWHV�
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IRUPXOD�����SHU�FHQW�RQ�WKH�EDVLV�RI�WKH�SRSXODWLRQ�RI������DQG����SHU�FHQW�RQ
WKH�EDVLV�RI� WKH� LQYHUVH�RI� WKH�GLVWDQFH�EHWZHHQ� WKH�SHU�FDSLWD� LQFRPH�RI� WKH
VWDWH�LQ�TXHVWLRQ�IURP�WKH�PHDQ�SHU�FDSLWD�LQFRPH����:LWK�WKH�RQVHW�RI�PDUNHW�
RULHQWHG� HFRQRPLF� UHIRUPV�� JRYHUQPHQW� WUDQVIHUV� DQG� LQYHVWPHQWV� EHJDQ� WR
SOD\� D� GLPLQLVKHG� UROH� LQ� WKH� HFRQRPLF� DFWLYLW\� RI� VWDWHV�� VR� WKDW� UHJLRQDO
GLVSDULWLHV��ZKLFK�H[LVW�EHFDXVH�RI�GLYHUJHQW� HFRQRPLF� FRQGLWLRQV� DPRQJ� WKH
YDULRXV�VWDWHV�RI�,QGLD��DUH�H[DFHUEDWHG�

TABLE 12
CONVERGENCE TESTS IN LEVELS

RH RG RC UH UG UC
Andhra Pradesh -1.4 -2.12 -2.29 -2.9 -1.9 -2.2
Assam -1.28 -2.15 -1.83 -2.6 -4.4 -0.21
Bihar -0.48 -1.39 -1.82 -1.7 0.19 -3.4
Gujarat -2.26 -2.22 -1.27 -2.9 -2.2 -2.2
Karnatka -1.72 -3.28 -2.58 -1.1 -2.3 -1.7
Kerala 0.83 -3.06 -1.27 0.05 -2.9 -0.5
Madhya Pradesh -0.58 -4.3 -1.9 -2.7 -4.2 -4.2
Maharashtra -2.49 -1.67 -1.4 -2.02 -3.5 -1.9
Orissa 1.42 -2.81 -3.5 -1.7 -4 -1.3
Punjab -0.37 -1.65 -0.59 -1.6 -1.9 -2.2
Rajasthan -3.2 -1.59 -4.9 -2.4 -3 -2.2
Tamilnadu -2.84 -2.47 -2.4 -3.2 -3 -3.9
Uttar Pradesh -1.15 -2.99 -1.5 -2.2 -2.3 -2.2
West Bengal -2.06 -2.22 -1.8 -0.49 -1.9 -0.48
T-stat on rho from panel -3.1 -5.5 -5.4 -4.49 -6.23 -4.87
F-value 3.47 6.97 5.78 5.03 9.06 5.94
Note: Individual entries denote t-values in OLS regression. In each case, the panel T-
statistic is significant, denoting convergence, and the F-value is greater than the critical
value, denoting conditional convergence. RH, RG, RC = rural head count ratio, rural Gini
and rural mean consumption, respectively. UH, UG, UC = urban head count ratio, urban
Gini and urban real mean consumption, respectively.
Source: author’s calculations.

9 7(17$7,9(�&21&/86,216

:H� JR� EDFN� QRZ� WR� WKH� WKHPH� RI� WKLV� SDSHU�� +DYH� WKH� HFRQRPLF� UHIRUPV
UHGXFHG� LQHTXDOLW\� DQG� SRYHUW\� LQ� WKH� ,QGLDQ� HFRQRP\"� $Q� DQVZHU� WR� WKLV
YH[HG�TXHVWLRQ�LV�QRW�HDV\��VLQFH�,QGLD�KDV�EHHQ�D�ODWH�DQG�VORZ�UHIRUPHU��2Q
WKH�EDVLV�RI�D� VWXG\�RI� WKH�GDWD�XS� WR������� WKH� IROORZLQJ�JHQHUDO� VWDWHPHQWV
FDQ�EH�PDGH�

������������������������������������������
���7KH�UHPDLQGHU�RI�WKH�ZHLJKWV�ZHUH�IRU�DUHD��LQGH[�RI�LQIUDVWUXFWXUH�DQG�WD[�HIIRUW�
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,Q� ERWK� WKH� UXUDO� DQG� WKH� XUEDQ� VHFWRUV�� DW� WKH� DOO�,QGLD� OHYHO� LQHTXDOLW\� ZDV
KLJKHU� SRVW�UHIRUP� WKDQ� LW� ZDV� DW� WKH� WLPH� RI� WKH� FULVLV�� 6LQFH� WKH� *LQL
FRHIILFLHQW�IRU�WKH�XUEDQ�VHFWRU�LV�DOZD\V�KLJKHU�WKDQ�WKDW�IRU�WKH�UXUDO�VHFWRU�
DQG� VLQFH� UDSLG� HFRQRPLF� JURZWK� LPSOLHV� D� VKLIW� LQ� WKH� SRSXODWLRQ� IURP� WKH
UXUDO� WR� WKH� XUEDQ� VHFWRUV�� WKH� UHIRUP� SURFHVV� KDV� EHHQ� DFFRPSDQLHG� E\� DQ
LQFUHDVH�LQ�RYHUDOO� LQHTXDOLW\��7KLV�ULVH�LQ� LQHTXDOLW\� LV� WKH�UHVXOW�RI�D�VKLIW� LQ
WKH�GLVWULEXWLRQ�RI� LQFRPH�IURP�ZDJHV� WR�SURILWV��D�GURS� LQ� WKH� UDWH�RI� ODERXU
DEVRUSWLRQ� DQG� D� UDSLG� JURZWK� RI� WKH� ),5(� VHFWRU�� 7KLV� KDV� LQFUHDVHG� WKH
GHPDQG� DQG�� WKHUHIRUH�� WKH� UHPXQHUDWLRQ� RI� VNLOOHG� ODERXU� DQG� VSHFLDOL]HG
IDFWRUV� RI� SURGXFWLRQ�� +RZHYHU�� VLQFH� WKH� UHIRUPV� KDYH� EHHQ� JUDGXDO� DQG
SDUWLDO�DQG�ODERXU�VWLOO�HQMR\V�FRQVLGHUDEOH�VHFXULW\�RI�WHQXUH��WKLV�GHWHULRUDWLRQ
LQ�LQHTXDOLW\�KDV�EHHQ�PLOG�FRPSDUHG�WR�WKDW�LQ�WKH�WUDQVLWLRQ�HFRQRPLHV�

3RYHUW\�URVH�LQ�WKH�LPPHGLDWH�DIWHUPDWK�RI�WKH�UHIRUPV��*URZWK�SLFNHG�XS��EXW
WKH�OHYHO�RI�SRYHUW\�UHPDLQHG�VWXEERUQ��SDUWLDOO\�EHFDXVH�RI�KLJKHU�LQHTXDOLW\
DQG� VWDJQDWLRQ� LQ� WKH� DJULFXOWXUDO� UHDO� ZDJH��� DOWKRXJK� WKHUH� ZDV� VRPH
UHGXFWLRQ�LQ�XUEDQ�SRYHUW\��7KH�GHFOLQH�LQ�WKH�FUXFLDO�DUHD�RI�UXUDO�SRYHUW\�ZDV
ORZHU�WKDQ�WKDW���GXULQJ�WKH�����V�DQG�TXLWH�XQVWHDG\��5XUDO�SRYHUW\�DFWXDOO\
URVH� LQ��������� DQG�XUEDQ�SRYHUW\� LQ� ������*DLQV� LQ� UHDO�PHDQ� FRQVXPSWLRQ
KDYH�EHHQ�KLJKHU�IRU�WKH�XUEDQ�VHFWRU�WKDQ�WKH\�KDYH�EHHQ�IRU�WKH�UXUDO�VHFWRU�

0RYHPHQWV� LQ� DJJUHJDWH� LQHTXDOLW\� �DQG� SRYHUW\�� PHDVXUHV� DUH� DFWXDOO\� WKH
RXWFRPH� RI� WKH� PRYHPHQWV� LQ� WKH� PHDVXUHV� LQ� RSSRVLWH� GLUHFWLRQV� LQ� VRPH
VWDWHV�� 7KLV� GLVSHUVLRQ� KDV� LQFUHDVHG� ZLWK� WKH� UHIRUPV�� 7KHUH� LV� QR� UDQN
FRQYHUJHQFH� DPRQJ� VWDWHV� LQ� UHVSHFW� RI� LQHTXDOLW\� DQG� SRYHUW\� DQG� RQO\
FRQGLWLRQDO�FRQYHUJHQFH�LQ�OHYHOV��7KXV��WKHUH�LV�UHDVRQ�WR�EH�FRQFHUQHG�DERXW
ZLGHQLQJ� UHJLRQDO� LQHTXDOLWLHV�� 2YHUDOO�� JURZWK� VHHPV� WR� KDYH� LQFUHDVHG
LQHTXDOLW\��,Q�VRPH�FDVHV��LQHTXDOLW\�LV�FRQVWUDLQLQJ�JURZWK�EHFDXVH�VWDWHV�ZLWK
KLJK�*LQL�FRHIILFLHQWV�DOVR�KDYH�SRRU�JURZWK�SHUIRUPDQFH�

7KLV�UHLQIRUFHV� WKH�YLHZ�WKDW�UDSLG�HFRQRPLF�JURZWK�UHPDLQV� WKH�EHVW�EHW� IRU
UHGXFLQJ�,QGLD
V�LPPHQVH�SUREOHPV�RI�LQHTXDOLW\�DQG�SRYHUW\��$ORQJ�ZLWK�WKLV�
HIIRUWV� PXVW� EH� PDGH� WR� VHH� WKDW� WKH� GLVWULEXWLRQ� RI� FRQVXPSWLRQ� GRHV� QRW
EHFRPH�IXUWKHU�VNHZHG��7KLV�UHTXLUHV�VHYHUDO�VWHSV�

)LUVW��WKH�FRPSRVLWLRQ�RI�JURZWK�QHHGV�WR�EH�DOWHUHG�WR�HQFRXUDJH�DJULFXOWXUDO
DV� RSSRVHG� WR� QRQ�DJULFXOWXUDO� JURZWK�� HVSHFLDOO\� LQ� WKH� SRRUHVW� DUHDV
�5DYDOOLRQ�DQG�'DWW��������

������������������������������������������
���7KH�VPDOOHU�GHFOLQH�LQ�SRYHUW\�GHVSLWH�KLJKHU�JURZWK�LQ�WKH�����V�UHODWLYH�WR�WKH�����V
ZDV�GXH� WR�D�GURS� LQ� WKH�HODVWLFLW\�RI�SRYHUW\�PHDVXUHV�ZLWK� UHVSHFW� WR�JURZWK��7KLV�GURS
ZDV�KLJKHU�IRU�UXUDO�SRYHUW\�
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:LGHVSUHDG� WD[� UHIRUP� LV� QHFHVVDU\� WR� LQFUHDVH� WD[� UHYHQXHV�� HIIHFW� PRUH
UHGLVWULEXWLRQ� DQG� RIIHU� VXSSRUW� IRU�PRUH� UDSLG� HFRQRPLF� JURZWK� WKDW� ZRXOG
HQDEOH�JUHDWHU�SURYLVLRQ�IRU�SXEOLF�H[SHQGLWXUH�IRU�DQWL�SRYHUW\�SURJUDPPHV�

7KH� HIILFLHQF\� RI� SXEOLF� H[SHQGLWXUH� DQG� RI� WKH� VRFLDO� VDIHW\� QHW� VKRXOG� EH
LPSURYHG�� 7KLV� ZRXOG� FDOO� IRU� SROLFLHV� WKDW� VXVWDLQ� DQG� HQKDQFH� VRFLDO
H[SHQGLWXUH�OHYHOV�DQG�WKH�PRUH�HIIHFWLYH�WDUJHWLQJ�RI�VXEVLGLHV�JHDUHG�WRZDUGV
WKH�SRRU�

/DVW�� EXW� QRW� OHDVW� LV� WKH� GHVLJQ� RI� D� JRRG� VRFLDO�VHFWRU� SROLF\� IUDPHZRUN�
6HYHUDO�IDFWRUV�DUH�LQYROYHG��DQG�RQO\�D�EDUH�IHZ�DUH�PHQWLRQHG�KHUH�

)LUVW�� DV� )HUUHLUD�� 3UHQQXVKL� DQG� 5DYDOOLRQ� ������� HPSKDVL]H�� VRFLHW\� PXVW
GHYHORS� ODVWLQJ�� IOH[LEOH�RUJDQL]DWLRQV� WR�SURWHFW� WKH�SRRU� IURP� WKH� HIIHFWV�RI
PDFURHFRQRPLF�VKRFNV�

6HFRQG��DSSURSULDWH�VDIHW\�QHWV��HVSHFLDOO\�ZRUNIDUH�SURJUDPPHV�WKDW�DUH�ZHOO
WDUJHWHG� DQG� LQYROYH� DSSURSULDWH� WUDQVIHU� DQG� FUHGLW� SURJUDPPHV�� QHHG� WR� EH
GHYHORSHG��/LSWRQ�DQG�5DYDOOLRQ���������7KH�UHOHYDQW�H[SHQGLWXUHV�VKRXOG�EH
SURWHFWHG�LQ�UHDO�WHUPV�HYHQ�ZKHQ�PDFURHFRQRPLF�DGMXVWPHQWV�PXVW�EH�PDGH�

7KLUG�� LW� LV� LPSRUWDQW� WR� EXLOG� XS� SUHVVXUH� JURXSV� RI� WKH� SRRU� WR� HQVXUH� WKDW
HQRXJK� IXQGV� DUH� PDGH� DYDLODEOH� IRU� VRFLDO� SURJUDPPHV� DQG� WKDW� WKRVH� LQ
FKDUJH� RI� WKHVH� H[SHQGLWXUHV� DUH� DFFRXQWDEOH� WR� WKH� SHRSOH� �*DLKD� DQG
.XONDUQL�� ������� 'HFLVLRQ�PDNLQJ� VKRXOG� EH� DSSURSULDWHO\� GHFHQWUDOL]HG� WR
HQVXUH�WKH�VPRRWK�IXQFWLRQLQJ�RI�WKH�SURJUDPPHV���

5()(5(1&(6

$OHVLQD��$��DQG�5��3HURWWL��������
,QFRPH�GLVWULEXWLRQ��SROLWLFDO�LQVWDELOLW\�DQG
LQYHVWPHQW
��1%(5�:RUNLQJ�3DSHUV�1R���������1DWLRQDO�%XUHDX�RI�(FRQRPLF
5HVHDUFK��&DPEULGJH��0$�

$WNLQVRQ��$�� ������� 
,V� ULVLQJ� LQFRPH� LQHTXDOLW\� LQHYLWDEOH"�$�FULWLTXH�RI� WKH
WUDQVDWODQWLF� FRQVHQVXV
�� :,'(5� $QQXDO� /HFWXUHV� 1R�� ��� 818�:,'(5�
+HOVLQNL�

������������������������������������������
���%RDGZD\��+RULED� DQG� -KD� ������� GLVFXVV� VRPH� SUREOHPV� LQ� WKH� DSSURSULDWH� GHVLJQ� RI
VXFK�LQVWLWXWLRQV�
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%RDGZD\��5���,��+RULED�DQG�5��-KD��������
7KH�SURYLVLRQ�RI�SXEOLF�VHUYLFHV�E\
JRYHUQPHQW�IXQGHG�GHFHQWUDOL]HG�DJHQFLHV
��3XEOLF�&KRLFH��������������������

%R\OH� *�� DQG� 7�� 0F&DUWK\� ������� 
$� VLPSOH� PHDVXUH� RI� b� FRQYHUJHQFH
�
2[IRUG�%XOOHWLQ�RI�(FRQRPLFV�DQG�6WDWLVWLFV�����������������

%UXQR�� 0��� 0�� 5DYDOOLRQ� DQG� /�� 6TXLUH� ������� 
(TXLW\� DQG� JURZWK� LQ
GHYHORSLQJ� FRXQWULHV�� ROG� DQG� QHZ� SHUVSHFWLYHV� RQ� WKH� SROLF\� LVVXHV
��:RUOG
%DQN�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHUV�1R��������

&RUQLD��*��$���5��-ROO\�DQG�)��6WHZDUW��HGV����������$GMXVWPHQW�ZLWK�D�+XPDQ
)DFH�� 3URWHFWLQJ� WKH� 9XOQHUDEOH� DQG� 3URPRWLQJ� *URZWK�� &ODUHQGRQ� 3UHVV�
2[IRUG�

'DQGHNDU��9��0�� �������7KH� ,QGLDQ�(FRQRP\���������� �9RO�� ���3RSXODWLRQ�
3RYHUW\�DQG�(PSOR\PHQW��6DJH�3XEOLFDWLRQV��1HZ�'HOKL�

'DWW�� *�� DQG� 0�� 5DYDOOLRQ� ������� 
0DFURHFRQRPLF� FULVHV� DQG� SRYHUW\
PRQLWRULQJ��D�FDVH�VWXG\�RI� ,QGLD
��5HYLHZ�RI�'HYHORSPHQW�(FRQRPLFV���� ����
�������

'DWW��*�� DQG�0��5DYDOOLRQ� ������� 
:K\�KDYH� VRPH� ,QGLDQ� VWDWHV� GRQH� EHWWHU
WKDQ�RWKHUV�DW�UHGXFLQJ�UXUDO�SRYHUW\"
��(FRQRPLFD����������������

'HDWRQ��$���DQG�&��3D[VRQ��������
(FRQRPLHV�RI�VFDOH��KRXVHKROG�VL]H�DQG�WKH
GHPDQG�IRU�IRRG
��-RXUQDO�RI�3ROLWLFDO�(FRQRP\�������������������

'HLQLQJHU��.��DQG�/��6TXLUH�������� 
(FRQRPLF�JURZWK�DQG�LQFRPH�LQHTXDOLW\�
UH�H[DPLQLQJ�WKH�OLQNV
��)LQDQFH�DQG�'HYHORSPHQW��0DUFK�

(YDQV�� 3�� DQG�*��.DUUDV� �������&RQYHUJHQFH� UHYLVLWHG��-RXUQDO� RI�0RQHWDU\
(FRQRPLFV�����������������

)HUUHLUD��)���9��3UHQQXVKL�DQG�0��5DYDOOLRQ� ������� 
3URWHFWLQJ� WKH�SRRU� IURP
PDFURHFRQRPLF�VKRFNV��DQ�DJHQGD�IRU�DFWLRQ�LQ�D�FULVLV�DQG�EH\RQG
��PLPHR��
:RUOG�%DQN��:DVKLQJWRQ��'&�

)LVKORZ��$���������
,QHTXDOLW\��SRYHUW\�DQG�JURZWK��ZKHUH�GR�ZH�VWDQG"
��SDSHU
SUHVHQWHG�DW�WKH�$QQXDO�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV��:RUOG�%DQN�
:DVKLQJWRQ��'&�
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)RVWHU��-���-��*UHHU�DQG�(��7KRUEHFNH��������
$�FODVV�RI�GHFRPSRVDEOH�SRYHUW\
PHDVXUHV
��(FRQRPHWULFD����������������

*DLKD�� 5�� ������� 
3RYHUW\� DOOHYLDWLRQ� SURJUDPPHV� LQ� UXUDO� ,QGLD�� DQ
DVVHVVPHQW
��'HYHORSPHQW�DQG�&KDQJH�����������������

*DLKD�� 5�� ������� 
)RRG� SULFHV� DQG� LQFRPH� LQ� ,QGLD
�� &DQDGLDQ� -RXUQDO� RI
'HYHORSPHQW�6WXGLHV����������������

*DLKD�� 5��� 3�� .DXVKLN� DQG� 9�� .XONDUQL� ������� 
-DZDKDU� 5R]JDU� <RMDQD�
SDQFKD\DWV�DQG�WKH�UXUDO�SRRU�LQ�,QGLD
��$VLDQ�6XUYH\������������������

*DLKD��5��DQG�9��.XONDUQL� ������� 
,V�JURZWK�FHQWUDO� WR�SRYHUW\�DOOHYLDWLRQ� LQ
,QGLD"
��-RXUQDO�RI�,QWHUQDWLRQDO�$IIDLUV�����������������

*KRVH�� 6�� DQG� 1�� %KDWWDFKDU\D� ������� 
(IIHFW� RI� UHIHUHQFH� SHULRG� RQ� (QJHO
HODVWLFLWLHV�RI�FORWKLQJV�DQG�RWKHU�LWHPV
��6DUYHNVKDQD���������������

*RYHUQPHQW�RI�,QGLD�������� 
7HFKQLFDO�UHFRUGV�RI�VDPSOH�GHVLJQ��LQVWUXFWLRQV
WR� ILHOG�ZRUNHUV
��1DWLRQDO�6DPSOH�6XUYH\��1LQWK�5RXQG�1R������*RYHUQPHQW
RI�,QGLD��1HZ�'HOKL�

*RYHUQPHQW� RI� ,QGLD� ������� 5HSRUW� RI� WKH� 7HQWK� )LQDQFH� &RPPLVVLRQ�
0LQLVWU\�RI�)LQDQFH��1HZ�'HOKL�

*RYHUQPHQW�RI�,QGLD������D��
(PSOR\PHQW�DQG�XQHPSOR\PHQW�LQ�,QGLD�������
��
�� 1DWLRQDO� 6DPSOH� 6XUYH\� 5HSRUWV� 1R�� ����� *RYHUQPHQW� RI� ,QGLD�� 1HZ
'HOKL�

*RYHUQPHQW�RI�,QGLD������E��
/HYHO�DQG�SDWWHUQ�RI�FRQVXPHU�H[SHQGLWXUH���WK
TXLQTXHQQLDO�VXUYH\����WK� URXQG�
��1DWLRQDO�6DPSOH�6XUYH\�5HSRUWV�1R������
0D\��*RYHUQPHQW�RI�,QGLD��1HZ�'HOKL�

*XSWD��6���������
(FRQRPLF�UHIRUP�DQG�LWV�LPSDFW�RQ�WKH�SRRU
��(FRQRPLF�DQG
3ROLWLFDO�:HHNO\��-XQH������������

+LUZD\�� ,�� DQG� 3�� 7HUKDO� ������� 7RZDUGV� (PSOR\PHQW� *XDUDQWHH� LQ� ,QGLD�
6DJH�3XEOLFDWLRQV��1HZ�'HOKL�

-KD�� 5�� ������� 
,QGLD
V� SXEOLF� ILQDQFHV�� FXUUHQW� SRVLWLRQ� DQG� VRPH� VXJJHVWHG
UHIRUPV
�� LQ�� .�� 3DULNK� �HG��� ,QGLD� 'HYHORSPHQW� 5HSRUW� ����������� 2[IRUG
8QLYHUVLW\�3UHVV��1HZ�'HOKL�
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-KD�� 5�� DQG� %�� 6DKQL� ������� ,QGXVWULDO� (IILFLHQF\�� $Q� ,QGLDQ� 3HUVSHFWLYH�
:LOH\�(DVWHUQ��1HZ�'HOKL�

-KD��5���0��0RKDQW\��6��&KDWWHUMHH�DQG�3��&KLWNDUD� ������� 
7D[�HIILFLHQF\� LQ
VHOHFWHG�,QGLDQ�VWDWHV
��(PSLULFDO�(FRQRPLFV�����������������

-KD��5���.��9��0XUWK\��+��1DJDUDMDQ� DQG�$�� 6HWK� ������� 
5HDO� FRQVXPSWLRQ
OHYHOV� DQG� WKH� SXEOLF� GLVWULEXWLRQ� V\VWHP� LQ� ,QGLD
�� (FRQRPLF� DQG� 3ROLWLFDO
:HHNO\������������������

-RVKL��9�� DQG� ,��/LWWOH� ������� ,QGLD
V�(FRQRPLF�5HIRUPV�� �����������2[IRUG
8QLYHUVLW\�3UHVV��1HZ�'HOKL�

.DNZDQL��1�� ������� 
2Q� D� FODVV�RI� SRYHUW\�PHDVXUHV
��(FRQRPHWULFD�� ��� ����
�������

/L��+���/��6TXLUH�DQG�+��=RX��������
([SODLQLQJ�LQWHUQDWLRQDO�DQG�LQWHUWHPSRUDO
YDULDWLRQV�LQ�LQFRPH�LQHTXDOLW\
��(FRQRPLF�-RXUQDO�����������������

/LSWRQ��0��DQG�0��5DYDOOLRQ�������� 
3RYHUW\�DQG�3ROLF\
�� LQ��-��%HKUPDQ�DQG
7�� 6ULQLYDVDQ� �HGV���+DQGERRN� RI� 'HYHORSPHQW� (FRQRPLFV� �9RO�� ,,,��� 1RUWK
+ROODQG��$PVWHUGDP�

0LQKDV�� %�� 6�� ������� 
9DOLGDWLRQ� RI� ODUJH�VFDOH� VDPSOH� VXUYH\� GDWD�� FDVH� RI
166�HVWLPDWHV�RI�KRXVHKROG�FRQVXPSWLRQ�H[SHQGLWXUH
��6DQNK\D�1R������6HULHV
%��3DUW������������

0LQKDV��%��6���������
2Q�HVWLPDWLQJ�WKH�LQDGHTXDF\�RI�HQHUJ\�LQWDNHV��UHYHDOHG
IRRG� FRQVXPSWLRQ� EHKDYLRXU� YHUVXV� QXWULWLRQDO� QRUPV�� QXWULWLRQDO� VWDWXV� RI
,QGLDQ�SHRSOH�LQ�����
��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV�1R���������������

0XQGOH��6��DQG�9��7XODVLGKDU��������$GMXVWPHQW�DQG�'LVWULEXWLRQ��7KH�,QGLDQ
([SHULHQFH��$VLDQ�'HYHORSPHQW�%DQN��0DQLOD�

0XUWK\��0��1���DQG�$��6��5R\��������
'HYHORSPHQW�RI�WKH�VDPSOH�GHVLJQ�RI�WKH
,QGLDQ�QDWLRQDO�VDPSOH�VXUYH\�GXULQJ�LWV�ILUVW�WZHQW\�ILYH�URXQGV
��6DQNK\D�1R�
����6HULHV�&��3DUW���������

1DUDVLPKDP�� 0�� ������� 5HSRUW� RI� WKH� &RPPLWWHH� RQ� WKH� )LQDQFLDO� 6\VWHP�
1DEKL�3XEOLFDWLRQV��1HZ�'HOKL�
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3DXO�� 6�� ������� 
7KH� SHUIRUPDQFH� RI� WKH� LQWHJUDWHG� UXUDO� GHYHORSPHQW
SURJUDPPH�LQ�,QGLD��DQ�DVVHVVPHQW
��7KH�'HYHORSLQJ�(FRQRPLHV��������������
���

3HUVVRQ��7��DQG�*��7DEHOOLQL��������
,V�LQHTXDOLW\�KDUPIXO�IRU�JURZWK"�7KHRU\
DQG� HYLGHQFH
�� 'LVFXVVLRQ� 3DSHUV� 1R�� ����� &HQWUH� IRU� (FRQRPLF� 3ROLF\
5HVHDUFK��/RQGRQ�

5DYDOOLRQ��0��������� 
'RHV�DJJUHJDWLRQ�KLGH�WKH�KDUPIXO�HIIHFWV�RI�LQHTXDOLW\
RQ�JURZWK"
��(FRQRPLFV�/HWWHUV���������������

5DYDOOLRQ��0��DQG�*��'DWW��������
+RZ�LPSRUWDQW�WR�,QGLD
V�SRRU�LV�WKH�VHFWRUDO
FRPSRVLWLRQ�RI�HFRQRPLF�JURZWK"
��:RUOG�%DQN�(FRQRPLF�5HYLHZ����� �������
���

5DYDOOLRQ��0��DQG�*��'DWW� ������� 
:KHQ� LV�JURZWK�SUR�SRRU"�(YLGHQFH� IURP
WKH�GLYHUVH� H[SHULHQFHV� RI� ,QGLDQ� VWDWHV
�� �PLPHR��:RUOG�%DQN��:DVKLQJWRQ�
'&�

5D\��6��1��DQG�0��*��%KDWWDFKDU\D��������
$Q�DSSUDLVDO�RI�WKH�PHWKRGRORJLHV
DQG�GDWD�LVVXHV�UHODWLQJ�WR�SRYHUW\�DQDO\VLV
��LQ�*��.��.DGHNRGL�DQG�*��9��6��1�
0XUWK\� �HGV���3RYHUW\� LQ� ,QGLD�� 'DWD� %DVH� ,VVXHV�� 9LNDV� 3XEOLVKLQJ� +RXVH�
1HZ�'HOKL�

5%,� �������+DQGERRN�RI�6WDWLVWLFV�RQ� WKH� ,QGLDQ�(FRQRP\��5HVHUYH�%DQN�RI
,QGLD��0XPEDL�
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