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Professor Sumit Ganguly, Indiana University, Bloomington, but went dormant

after its Spring Issue in 2020. The journal is now being revived with an ac-
tively engaged and re-configured Editorial Board, and a galaxy of distinguished
members on its International Advisory Board. The core editorial team resides at
the South Asia Institute in Heidelberg and in Oxford. With the generous support
of the Policy Studies Organization, Washington DC—a truly transatlantic rela-
tionship deeply embedded in the fabric of Indian reality—the journal is poised to
become a premier one engaging with India’s policies and politics.

Indian Politics & Policy (IPP) began in 2018 under the editorial guidance of

IPP occupies a distinct scholarly space hitherto neglected by existing jour-
nals. While there are multiple avenues for publishing papers on economic policy,
or those engaging with India, South Asia, or Asia at a broader level, IPP is unique
in that it will put the spotlight back on the intermeshing of politics and diverse
arenas of policymaking in India.

The inaugural issue of Volume 4 presents three research papers. Two of the
papers delve into economic and human development issues, namely India’s de-
mographic challenge, and the criticality of bolstering the public face of healthcare
services in India. The third examines the import of export-led growth for India’s
developmental trajectory.

Anil Deolalikar opines that India’s demographic dividend remains grossly
underutilized—and time is running out. A young population can spur economic
growth more rapidly than an ageing one. The best use of this favorable economic
condition would require higher levels of skill development, health and nutrition
levels, global competitiveness promotion, and more substantial job opportunities.
India’s respectable growth, on the other hand, creates very few jobs. Underutiliza-
tion of the demographic dividend is exacerbated by the fact that the poorest and
least developed states of India are the ones that have a younger population. These
are the very states that have the scarcest job opportunities. The country has a small
window of opportunity till 2030, after which year the proportion of the population
aged over 65 will exceed the number of children below 5 years of age. And, India is
even less prepared to face the challenge of non-communicable diseases that arrive
with an aged populace.

1 doi: 10.18278/inpp.4.1.1
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Deepika Joshi and Sulakshana Nandi argue that the private sector-based
model of public health service delivery is flawed. The authors deploy a rigorous
case study of the conversion of a publicly supported private facility into a public
one in the sub-national state of Chhattisgarh to arrive at this conclusion. The pa-
per points to the dire need for increasing public investment in health, a fact that is
also highlighted in the paper by Deolalikar.

Arvind Panagariya presents the best reasons why India should not shy away
from export promotion at a time when protectionist voices seem to have risen
in the country. India’s rapid economic growth after 2003 was accompanied by its
emergence as a trader. The same is true for the rise of the East Asian economies.
He argues persuasively that new phenomena such as the advent of automation or
COVID 19 do not take away from the basic factors that causally connect interna-
tional trade with economic growth and development.

IPP presents a second section titled perspectives. These shorter papers are
invited articles where scholars and practitioners share their perspectives on critical
issues concerning India’s policy environment. Contrary to the Hindu nationalist
narrative, Amitav Acharya argues that the origins of India’s Vedic civilization did
not emerge exclusively within the geography of India. It is a far more complicat-
ed story that begs serious archaeological, historical and anthropological research.
Harsh Mander reflects on the roots of the bloody ethno-nationalist conflict in Ma-
nipur, which is a significant challenge for Indian secularism. Kunal Sen reflects on
the Modi government’s economic policy since 2014.

Finally, we present a section titled review essays that reviews books around
critical themes. We are delighted to publish a review essay by John Harriss on
the evolution and impact of Article 22 of the Indian constitution. Article 22 is an
important legal stricture on preventive detention that may well have opened the
gates for the efflorescence of repressive laws in India. This review is timely at a time
when three new Bills on the criminal justice system were introduced in August
2023 after suspending 143 opposition Members of Parliament.

Forthcoming issues of IPP will engage lively political and policy issues.
There are Special Issues planned around the theme of the Future of India’s Democ-
racy and to an analysis of the results of the parliamentary elections currently un-
derway in India. These planned special issues and the interest of leading scholars
to contribute to the journal gives us the confidence that IPP will make a difference
to the scholarly understanding of India’s politics and policies.

India’s size in terms of demography and economy, and its capacity to per-
form within a democratic framework will be significant for the world. India is a
significant growing economy faced with the challenge of poverty, deepening eco-
nomic inequality, heightened social discrimination, and rapidly declining demo-
cratic credentials. Its geostrategic significance cannot be underestimated. IPP will
provide substantial insights into the politics, and evolution and impact of policies

2
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shaping the world’s largest democracy.

Lastly, we are deeply saddened to report the loss of an eminent scholar and
dear friend Raghbendra Jha, Emeritus Professor, Australian National University,
who was on our International Advisory Board. He passed away on 20 November
2023. His unwavering support for the journal, and many such intellectual ven-
tures, was of a rare kind. Raghav’s generosity of spirit and intellectual acumen will
be dearly missed.
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Demographic Changes in India:
Implications for Policy
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University of California, Riverside
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ABSTRACT

India’s fertility decline in recent decades is resulting in a demo-
graphic dividend, a window of a few decades during which the
worker-dependent ratio is favorable and rising. To take advan-
tage of the demographic dividend, the country will need to invest
heavily in the human capital of its children, who will be entering
the workforce in large numbers over the next few decades. India’s
low labor productivity stems in large part from the poor nutrition,
health, and schooling of its current workforce. At the same time,
the country will need to foster an enabling economic environment
to promote inclusive economic growth that generates productive
employment for its youth and women. India’s past growth has been
largely jobless, resulting in massive underemployment and the
growth of a large informal sector. The country will need to pursue
a more inclusive growth strategy that focuses on development of a
labor-intensive light manufacturing sector. As India ages, the rise of
non-communicable diseases poses a major health challenge, espe-
cially as the country has not yet fully addressed its communicable/
infectious disease problems and as government health spending
has been woefully inadequate and stagnant. The rapid rise in the
elderly population over the next two to three decades will necessi-
tate a more comprehensive strategy of social insurance and social
protection for the elderly. Finally, urban infrastructure improve-
ments, inclusive green development, and tackling son preference
are crucial for India’s prosperous and inclusive future, including
integrating women more fully into growth strategies.

Keywords: Demographic change, fertility decline, jobless growth,
double burden of disease, NCDs

5 doi: 10.18278/inpp.4.1.2


mailto:anild@ucr.edu

Indian Politics & Policy, Vol. 4 No. 1, Spring 2024

Cambios demograficos en la India:
implicaciones para las politicas

RESUMEN

La disminucién de la fertilidad en la India en las ultimas décadas
esta dando lugar a un dividendo demografico, una ventana de al-
gunas décadas durante la cual la proporcion de trabajadores de-
pendientes es favorable y estd aumentando. Para aprovechar el di-
videndo demografico, el pais necesitara invertir fuertemente en el
capital humano de sus nifios, quienes ingresardn en gran nimero
a la fuerza laboral en las proximas décadas. La baja productividad
laboral de la India se debe en gran parte a la mala nutricién, sa-
lud y escolarizacion de su fuerza laboral actual. Al mismo tiempo,
el pais necesitara fomentar un entorno econdémico propicio para
promover un crecimiento econdmico inclusivo que genere empleo
productivo para sus jovenes y mujeres. El crecimiento pasado de
la India ha sido en gran medida sin empleo, lo que ha resultado
en un subempleo masivo y el crecimiento de un gran sector infor-
mal. El pais deberd aplicar una estrategia de crecimiento mas in-
clusiva que se centre en el desarrollo de un sector de manufactura
ligera con uso intensivo de mano de obra. A medida que la India
envejece, el aumento de las enfermedades no transmisibles plantea
un importante desafio para la salud, especialmente porque el pais
adn no ha abordado plenamente sus problemas de enfermedades
transmisibles/infecciosas y porque el gasto publico en salud ha sido
lamentablemente inadecuado y estancado. El rdpido aumento de
la poblacién de edad avanzada en las proximas dos o tres décadas
requerird una estrategia mas integral de seguro social y proteccion
social para las personas mayores. Por ultimo, las mejoras en la in-
fraestructura urbana, el desarrollo verde inclusivo y la lucha con-
tra la preferencia por los hijos varones son cruciales para el futuro
prospero e inclusivo de la India, incluida una mayor integracion de
las mujeres en las estrategias de crecimiento.

Palabras clave: Cambio demografico, disminucion de la fertilidad,
crecimiento del desempleo, doble carga de morbilidad, ENT
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Introduction!

ndia is on the verge of a major trans-
Iformation. The country has experi-

enced a rapid increase in economic
growth, averaging 6 to 7 percent annu-
ally over the past three decades. Fertility
rates have fallen below the replacement
level, with several states having fertility
rates well below replacement. Thanks to
a significant reduction in infant mortal-
ity rates over the past two decades, the
average life expectancy at birth is ap-

proaching 70 years.

Despite these positive devel-
opments, India faces significant chal-
lenges. Employment growth, especially
outside of agriculture and the informal
sector, has not kept pace with econom-
ic growth. Female employment has not
grown—indeed, by some accounts, it
has fallen—and female labor force par-
ticipation remains extraordinarily low
in comparison to that in other low- and
middle-income countries. Much of the
economy, even in the urban areas, re-
mains informal in nature, with the
share of organized-sector employment
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in India among the lowest of all major
emerging economies. Economic growth
has widened the geographical divide
in the country, with the southern and
western states having benefited signifi-
cantly more from growth opportunities
than the northern and eastern states.
These divisions carry over into the de-
mographic domain, with the southern
and western states being much farther
along the demographic transition than
the northern and eastern states.

Demographic changes
Fertility and mortality decline

One of the most profound demograph-
ic changes that has occurred in India
over the last half century has been the
sustained decline in fertility. The fer-
tility rate has been declining since the
mid-1960s—from about 5 children per
woman of child-bearing age in 1971
to below 4 by 1991 and further to 2%
by 2011 (Figure 1). Latest data from
both the SRS (2019) and the NFHS-5
(2019-21) suggest that the country has
reached a milestone, with the fertility
rate reaching just below the replace-
ment level (2.0) for the first time in In-
dia’s recorded history.

While the exact order of causal-
ity remains unclear, declines in infant
and child mortality often coincide with,
and likely influence, decreases in fertil-
ity rates. Over the past half century, the
infant mortality rate in India has fallen
precipitously—from over 140 deaths
per 1,000 live births in the early 1970s to
less than 30 in 2020. In just the last two
decades, infant mortality has halved
(Figure 2). Declines in infant and child

mortality, combined with improve-
ments in factors affecting adult health,
result in increases in average life expec-
tancy at birth. Average life expectancy
at birth in India has increased steadi-
ly—from a level of 37 years in 1950-55
to 55 years in 1985-90 and further to 69
years in 2015-20 (Figure 3).

However, the demographic tran-
sition under way has not been even
across India. Even though the country
has below-replacement fertility on av-
erage, five states (out of 30) have fertil-
ity that is above the replacement level
(Figure 4). Two of the most populous
states in the country—Uttar Pradesh
and Bihar—have fertility rates well in
excess of the replacement level (2.4 and
3.0, respectively). This means that, even
though very few states have above-re-
placement fertility, a significant share of
the country’s population (30%) still lives
in above-replacement fertility regimes.

Nevertheless, almost every state
in the country has seen large declines
in fertility rates over time. Indeed, over
the 15-year period since 2005, many
of the states that had the highest initial
levels of fertility saw the largest fertility
declines, and vice versa (Figure 5). As a
result, there has been some convergence
in fertility rates over time.

These trends are expected to con-
tinue. The National Commission on
Population (2020) has projected that the
high-fertility states of Bihar, Madhya
Pradesh, Rajasthan, Jharkhand, and Ut-
tar Pradesh will see the largest declines
in fertility through 2036. The low-fertil-
ity states are not expected to see fertility
rates decline below 1.5. Nationally, fer-
tility is expected to reach 1.7 by 2036.
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Figure 1: Total fertility rate, India, 1950-2015
Source: Chakrabarty and Deb (2018)

Figure 2: Infant mortality rate, India, 1970-2020
Source: UN Population Division, World Population Prospects 2019 database

Figure 3: Average life expectancy at birth, India, 1950-2020
Source: UN Population Division, World Population Prospects 2019 database
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Figure 4: Interstate variations in the total fertility rate, 2019-21
Source: NFHS-5 survey (2019-21)

Figure 5: Decline in total fertility rate between 2005-06 and 2019-21
plotted against TFR in 2005-06, Indian states

Source: Rounds 3 and 4 of NFHS Survey data

Figure 6: Median age of India’s population, 1950-2020
Source: UN Population Division, World Population Prospects 2019 database

10



Demographic Changes in India: Implications for Policy

Population Aging

The combination of falling fertility
and increasing life expectancy results
in large changes over time in the age
structure of a population. The median
age in India has been rising over the last
half-century—from 19.3 years in 1970
to 22.7 years in 2000 to 28.4 years in
2020 (Figure 6). The National Commis-
sion on Population (2020) projected it
to rise to 34.5 years by 2036. UN pro-
jections show the median age rising to
47 years by 2100 (Figure 7) (UN DESA
2019).

There are, of course, large spatial
variations, with states such as Kerala
that experienced fertility and mortality
decline much earlier than other states
aging more rapidly than states such
as Bihar and Uttar Pradesh. The me-
dian age in Tamil Nadu, Maharashtra,
and Kerala, for instance, will rise to 40
years in 2036, while the median age of
the population in Bihar will increase to
only 28 years (National Commission on
Population 2020).

The aging of India’s population
over time is more readily observed in
the changing shapes of the age pyra-
mid over time. As fertility has declined
and longevity has increased, the pyra-
mid has—and will continue until 2036
to—become more top-heavy (Figure
8). However, there will be significant
inter-state variations. Figure 9 shows
Kerala’s population pyramid in 2036
resembling India’s in 2100, while Ut-
tar Pradesh’s population pyramid re-
sembles India’s in 2011. This points to
the varied demographic landscape in
India, spanning states like Kerala that

11

are much further along in the popula-
tion aging transition to states like Uttar
Pradesh that are much further behind.

UN population projections allow
us to go well beyond 2036 to imagine
what the age structure of India’s popula-
tion might look like later in the century
(Figure 10). As the country’s population
ages, the size of the older age cohorts
will increase over time relative to the
younger cohorts. Because of increased
female longevity at very old ages (80
years and older), the size of the female
age cohorts beyond 80 years will be sig-
nificantly larger than the corresponding
male cohorts by 2100.

Imbalanced sex ratio

India is one of a handful of countries
that have more males than females,
particularly at birth and at younger
ages, reflecting a strong parental pref-
erence for boys. The number of males
to 100 females aged 0-6 years increased
steadily across the various population
censuses—from 103.9 in 1981, 105.8
in 1991, and 107.9 in 2001, to 109.4
in 2011. (The latest NFHS survey data
from 2019-21 show a ratio of 108 males
per 100 females.)

A few other countries, primarily
in Asia, have imbalanced sex ratios at
birth. These include China, Vietnam,
and South Korea in East Asia; India and
Nepal in South Asia; Georgia, Arme-
nia, and Azerbaijan in the South Cau-
casus; and Albania, Montenegro, and
Kosovo in the Western Balkans (Tafuro
and Guilmoto 2020). Figure 11, which
shows the evolution of the SRB over
time in three countries—India, Azer-
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baijan, and South Korea—suggests that,
in comparison to the other two coun-
tries, the India’s SRB is only moderately
skewed, and appears to have plateaued
around 110-111 (the natural sex ratio at
birth is around 105). South Korea is one
of the few countries in the world where
the SRB fell back to natural levels after
a spike to 115 in the 1980s and 1990s.
China also saw its SRB increase to an
even higher number than South Korea
(119) in 2005, but it appears to have
fallen to 112 in 2017 (UNICEF 2018).

A skewed sex ratio at birth ulti-
mately results in a surplus of males over
females at older ages. Figure 8 suggests
that by 2036, the male surplus will have
moved up to the age group 45-50 years.
Even Kerala is expected to have an ex-
cess of males among individuals aged
45 years and younger (Figure 9). But
beyond that age and particularly be-
yond 60 years of age, Kerala is expect-
ed to have a large surplus of females,

reflecting the higher survival rates of
women in old age.

While many countries have a
slight biologically determined imbal-
ance in the child sex ratio,* the imbal-
ance is unusually large in India and
very likely a consequence of three be-
havioral factors at work: First, parents
elect to abort female fetuses based on
prenatal ultrasound scans. Second, par-
ents use contraception differently based
on the sex makeup of their current oft-
spring. For example, a parent may use
contraception only after giving birth to
a boy. Both these factors reflect prena-
tal sex selection behavior. Third, parents
might practice outright female infanti-
cide (which is rare) or choose to neglect
their female infants in the allocation
of food or health care (which is more
common), and this would lead to an ex-
cess of female neonatal and child mortal-
ity and thereby a skewed sex ratio.

Figure 7: Median age of India’s population, 1950-2020

Source: UN Population Division, World Population Prospects 2019 database
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Figure 8: Population pyramid, India, 1960, 2011, and 2036 (projected)

Source: Data for 1960 from https://www.populationpyramid.net/india/1960/
Data for 2011 and 2036 from the National Commission on Population (2020)

Figure 9: Projected population pyramid in Uttar Pradesh and Kerala, 2036

Source: National Commission on Population (2020)

Figure 10: Projected population pyramid, India, 2050, 2075, and 2100
Source: UN Population Division, World Population Prospects 2019 database

Figure 11: Sex ratio at birth in Azerbaijan, South Korea, and India, 1980-2015
Source: Tafuro and Guilmoto (2020)
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Urbanization

Another significant demographic trans-
formation occurring in India is urban-
ization. Internal migration historically
has not been as pronounced in India as
in other low- and middle-income coun-
tries. However, it has accelerated in
recent decades, and has resulted in In-
dia’s population becoming increasingly
more urban. The proportion of the ur-
ban population doubled from about 17
percent in 1950 to 34 percent by 2018
(Figure 12) and is expected to be more
than 50 percent by 2050.

While India’s pace of urbaniza-
tion may seem rapid, it pales in compar-
ison to Chinas. The share of urban areas
in China’s population started at a low-
er level than India in 1950 (12%) but
surpassed it in 1988 and had already
reached 59 percent by 2018 (Figure 12).
The number is projected to reach 80
percent by 2050.

Figure 13 (left panel) shows that
the absolute number of people resid-
ing in the rural areas of India will peak
around 2035 and start declining there-
after. By 2050, a majority of India’s pop-
ulation will be residing in its urban ar-
eas. The right panel of the figure, which
displays the distribution of India’s ur-
ban population by size class of urban
settlement and number of cities in 1990,
2018, and 2030 (projected),* shows how
concentrated the urban population will
be by 2030. Just seven cities of 10 mil-
lion or greater population will account
for nearly 20 percent of the entire urban
population of the country. A total of 71
cities will have populations in excess of
a million, and these cities will account

14

for nearly one-half of the country’s ur-
ban population.

Implications of
demographic changes

Demographic dividend

Much has been written about the eco-
nomic implications of a country’s de-
mographic dividend, which is the
window of opportunity for economic
growth that opens up after 2-3 decades
of declining fertility. This is because the
population still has a large pool of work-
ing-age adults from its prior high-fertil-
ity period. This favorable situation, with
many more income-earners than de-
pendents, lasts for a few decades (typ-
ically 3-4) before the population begins
aging and the dependency ratio starts
increasing.

These changes are shown in Fig-
ure 14 for a hypothetical developing
country. Initially, at low levels of eco-
nomic development, a country faces a
child dependency burden. As fertility
declines, the share of children in the pop-
ulation declines, but the children born
during the earlier period of high fertility
start moving into working ages. This is
the period of “demographic bonus” or
“demographic dividend.” However, over
time, as the working-age adults age (and
survive longer into old age), the share
of the elderly starts increasing relative
to the share of working-age adults. The
country once again faces a demographic
burden, but this time on account of the
elderly, not children.

Bloom and Williamson (1998)
have argued that an important reason
for the slower economic growth of East
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Figure 12: Percent of population that is urban, India and China, 1950-2050
Source: UN Population Division, 2018, World Urbanization Prospects 2018 database

Figure 13: India’s urban population and distribution, 1950-2020

Source: United Nations Population Division, World Urbanization Prospects 2018 database
(https://population.un.org/wup/Country-Profiles/)

Figure 14: Demographic Dividend in a Hypothetical Population (% shares of young-
dependent, working-age, and old-dependent age groups in the total population)

15
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Asia (particularly the four East Asian ti-
gers of South Korea, Singapore, Taiwan,
and Hong Kong) prior to 1970 was the
heavy youth dependency burden they
were experiencing during this peri-
od. However, with fertility rates falling
rapidly throughout the region during
the 1950s and 1960s, the dependen-
cy burden turned into a demographic
gift or dividend for the region starting
around 1970, as the burgeoning pop-
ulation of surviving children entered
working ages (Figure 15). This is said
to have contributed in large part to the
rapid economic growth experienced by
these countries in the 1970s and 1980s.
However, the demographic dividend
has already started dissipating in many
of these countries as the proportion of
the non-working elderly population has
been rising rapidly.

UN population projections can
be used to extrapolate how the demo-
graphic dividend and demographic
burden will play out in India over the
remainder of this century. Figure 16
shows that the share of the working-age
population has been increasing in In-
dia since 1970 but has accelerated since
the mid-1990s. It will peak around
2035-45, and then begin declining—
from about 66 percent in 2035-45 to 57
percent by the end of the century. This
is not a very steep decline, and by the
end of the century, India will still have
roughly half of its population in the
working-age group.

Figure 17 highlights the enor-
mous potential—but also the chal-
lenge—of providing employment to
India’s working-age population. Cur-
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rently, there are about 800 million Indi-
ans between the ages of 15 and 64, and
this number will swell by 10 million
every year for the next decade. But the
boom will obviously not last forever. By
mid-century, the workforce will reach
its peak and then start shrinking, with
6 million people expected to transition
from working age to retirement age ev-
ery year by the end of the century. How-
ever, despite this initial surge and sub-
sequent contraction, the overall size of
the workforce by the end of the century
is expected to be almost the same as it is
now (750-800 million).

Figure 18, which plots the ratio of
India’s working-age to nonworking-age
population over the period 1950-2100,
shows the worker-dependent ratio
peaking at 1.9 by 2045 and then de-
clining quite sharply to a level of 1.3
by 2100. This suggests that the country
likely has a window of opportunity over
the next two decades to capitalize on its
demographic dividend.

How does India’s potential for a
demographic dividend compare to that
of some other countries in Asia? Fig-
ure 19 shows that, at 10.2, the ratio of
the working-age (aged 15-64 years) to
the older dependent (aged 65 years and
older) population is lower in India than
in neighboring countries, such as Paki-
stan (14) and Bangladesh (13), and in
some Southeast Asia nations, such as
Cambodia (13.2) and the Philippines
11.7), but is significantly greater than
in Vietnam (8.8), China (5.9), and Sri
Lanka (5.8). This suggests that India is a
“mid-dividend” (as opposed to an ear-
ly- or late-dividend) country.
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Figure 15: Ratio of Working-Age to Nonworking-Age Population in Asia, 1950-2030
Source: Bloom and Williamson (1978)

Figure 16. Demographic dividend in India, 2020-2100
(population shares of dependent and working age groups)

Source: United Nations Population Division, World Population Prospects 2018 database

Figure 17: Size of working-age cohort and annual changes in this
cohort size, India, 1950-2100

Source: United Nations Population Division, World Population Prospects 2018 database

17



Indian Politics & Policy

Figure 18: Projected ratio of working-age to dependent-age population,
India, 1950-2100

Source: UN Population Division, World Population Prospects 2019 database

Figure 19: Ratio of working-age (15-64 years) to older dependent (aged 65 years and
over) population, selected countries in Asia, 1970-2020

Source: UN Population Division, World Population Prospects 2022 database

The Indian economy has grown
much faster during the three decades af-
ter the mid-1990s than during the pre-
ceding three decades. As noted above,
this has also been the period during
which the worker-dependent ratio has
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soared. Whether the demographic div-
idend is responsible for the more rap-
id growth is a matter of speculation,
since there have been other confound-
ing factors at play. For instance, the
1990s marked the beginning of major
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economic reforms in the country. It is
possible that economic reforms allowed
India to capitalize on its initial demo-
graphic dividend, although this seems
unlikely given that Indian economic
growth has not been particularly labor
intensive.

A final aspect of Indias demo-
graphic dividend that will have import-
ant implications for policy is the uneven
nature of the demographic transition.
The large, poor states of Bihar, Madhya
Pradesh, Rajasthan, and Uttar Pradesh,
where fertility rates continue to remain
high, are projected to contribute more
than one-half of the increase in the
country’s working-age population by
2036 (Kumar 2010). These are the states
where the demographic windfall will be
greatest, which in turn means that the
responsibility for capitalizing on India’s
demographic dividend over the coming
decades will largely fall on these states.
Unfortunately, these states have been
laggards so far in generating employ-
ment and growth for their residents.

Employment growth

The demographic dividend is merely an
opportunity for growth; taking advan-
tage of it hinges on two crucial factors:
equipping the large number of entrants
into the workforce with adequate hu-
man capital and fostering an enabling
economic environment for their pro-
ductive employment. Failure on either
front risks squandering this opportuni-
ty, even igniting unrest as frustrations
mount. The Arab Spring’s turmoil in the
early 2010s serves as a stark reminder of
this potential pitfall.
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Unfortunately, India has not
met either of these two conditions. On
most human development measures, it
lags behind not just China and other
East Asian countries but even South
Asian neighbors like Bangladesh and
Sri Lanka. While child malnutrition
has dropped appreciably in the last two
decades, it remains alarmingly high,
with nearly a third of all children be-
low 5 being underweight and stunted,
threatening their future productivi-
ty’ Similarly, despite recent gains in
primary education, schooling quality,
as measured by learning outcomes, is
abysmal, with only a quarter of rural
children aged 14-18 years being able to
read grade 2 (age 7) level text fluent-
ly in their native language and to do
simple arithmetic division (Pratham
2023).° In 2021-22, according to some
estimates, an astonishing 48.4 million
children aged 6-17 years were possibly
out of school, accounting for nearly 17
percent of this age group’s total pop-
ulation (Mehta n.d.). These persistent
problems with child health and edu-
cation contribute to India’s low labor
productivity.

The other necessary condition
for a country to benefit from its demo-
graphic windfall is an enabling mac-
roeconomic and trade policy environ-
ment that creates high-quality jobs in
high-productivity sectors of the econ-
omy. China, which experienced its de-
mographic dividend much earlier than
India, absorbed much of its burgeoning
working-age population in a rapidly
expanding export-oriented light manu-
facturing sector (Figure 20).
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Figure 20: Primary, secondary, and tertiary sector employment
and GDP in China, 1990-2015

Source: Majid (2015)

In the 1980s and 1990s, signifi-
cant growth of employment took place
in that country through the rapid ex-
pansion of township and village enter-
prises (TVEs) owned by cooperatives
in smaller towns and villages. Between
1978 and 1999, for example, employ-
ment in TVEs increased from 28 mil-
lion to 127 million—an annual growth
of 7.4 percent. The fact that TVEs were
significant absorbers of “surplus” la-
bor in the rural areas can be gauged by
the increase in their share in rural em-
ployment from 9 percent in 1978 to 26
percent in 1999 (Lu et al. 2002). Their
role in generating productive employ-
ment in China was very significant, as
they accounted for 18 percent of all em-
ployed persons in the country in 1999.

At the same time, Special Em-
ployment Zones (SEZs) were being
set up experimentally in several major
coastal cities as a means of establish-
ing labor-intensive light manufacturing
industries. In the 1990s, significant re-
structuring of state-owned enterprise
also began taking place which encour-
aged the growth of the private sector
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(Majid 2015). These reforms expanded
urban manufacturing and set in motion
rapid urbanization, a structural trans-
formation of the Chinese economy,
and a sustained rise in living standards.
Especially after China’s ascension into
WTO, total employment in the agricul-
tural sector declined from 60 percent of
total employment in 1990 to less than 28
percent in 2015, as non-agricultural em-
ployment and output increased dramat-
ically to establish China as the factory of
the world (Erten and Leight 2021).

The evidence from India has not
been so encouraging. India has simply
not developed the type of large-scale
light manufacturing that can provide
wage employment opportunities to the
large pool of labor resources that it al-
ready has, let alone the millions of ad-
ditional youths who will enter the labor
force in the coming decades as part of
its demographic windfall.

While the share of industry in
total employment has increased in In-
dia, it has increased at a relatively slow
pace—from about 15 percent in 1991 to
25 percent in 2019. While manufactur-
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ing employment increased from about
32 million in 1983 to just over 60 mil-
lion in 2011, most of the increase was in
unorganized- or informal-sector man-
ufacturing (Figure 21). Unorganized
manufacturing accounts for about 80
percent of manufacturing employment
(Goldar and Sadhukhan 2015).

Worryingly, recent data from
the Center for Monitoring the Indian
Economy (CMIE) show that manufac-
turing employment has declined sharp-
ly, almost halving in the five years since
2016-17. Admittedly, this includes the
Covid year 2020-21, when many fac-
tories had shut down operations, but
even between 2016-17 and 2019-20,
manufacturing employment had fallen
despite the government’s “Make in In-
dia” project that has sought to create an
additional 100 million manufacturing
jobs in the country by 2022 (Bhardwaj
2021).

How responsive has India’s over-
all employment growth been to its gross
domestic product (GDP) growth? Evi-
dence for this comes from a study by
Moren and Wandal (2019), who esti-
mate the employment elasticity of eco-
nomic growth across a number of coun-
tries over the period 2000-17 using
data from the ILO (Table 1). Of the sev-
en countries in Asia, India had the low-
est employment elasticity of economic
growth, with a one percent increase in
economic output being associated with
only a 0.16 percent increase in employ-
ment. The corresponding elasticity was
0.31-0.37 for Vietnam, Bangladesh, and
Indonesia and 0.43-0.46 for the Philip-
pines and China.
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Disaggregation by gender and
youth shows again that the elasticity of
female employment with respect to eco-
nomic growth has been virtually zero
in India during this period—in con-
trast to other countries where female
employment has responded even more
strongly to growth than male employ-
ment. While the employment elasticity
of growth has generally been lower for
youth than for adults in all seven coun-
tries, in India it has been negative. This
suggests that the high levels of econom-
ic growth in India have not benefited
women and youth in terms of employ-
ment opportunities.

Indias “jobless” growth is also
evident in the country’s labor force par-
ticipation rate, which has been stagnant
for nearly the last three decades. Among
youth (ages 15-29 years), labor force par-
ticipation has actually been falling (Fig-
ure 22). Some of the fall may, of course,
be related to rising enrollment rates at
the secondary and tertiary school lev-
els, but likely the low and declining la-
bor force participation rates, especially
among women, reflect paucity of em-
ployment opportunities. India has one
of the lowest female labor force partici-
pation rates in the world, and they have
fallen further in the last 15 years.’

Data from the government’s 2022
Periodic Labor Force Survey shows a
surprising pattern of unemployment
among youth. The unemployment rate
is 42 percent among college graduates
under 25 years of age, which is higher
than among secondary school-leavers,
reflecting the failure of the economy
to generate enough high-skills jobs but
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Figure 21: Employment in manufacturing, India, 1983-2015
Source: Goldar and Sadhukhan (2015)

Table 1: Estimated employment elasticity of economic growth, selected countries, 2000-17

Country Total Female Male Youth Adult Avg GDP growth
India 0.16 -0.04 023  -025 0.26 7.06%
Bangladesh 0.34 0.59 025 -0.11 046 5.95%
Pakistan 0.66 1.22  0.54 0.35 0.78 4.32%
Indonesia 0.37 045 032 0.04 043 5.28%
Philippines 0.46 049 045 021 0.52 5.30%
Vietnam 0.31 030 031 -0.17 043 6.41%
China 0.43 047 040 032 045 8.30%

Note: The above estimates show the percent increase in the relevant variable (e.g., female
employment) with a 1% increase in GDP.

Source: Moren and Wandal (2019)

Figure 22: Labor force participation rate, by residence and gender, 1990-2018
Source: RBI (2019)
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also the poor employability and low
skill levels of college graduates. At the
same time, it is estimated that the coun-
try produces more than one million
college graduates each year.

The high unemployment rate
among the college-educated was il-
lustrated most recently in an incident
where over 12 million youth applied
for 35,000 clerical jobs with the Indi-
an Railways (Kumar 2022). The disil-
lusioned unsuccessful applicants went
on a rampage across Bihar and Uttar
Pradesh, setting fire to an empty train
coach. Lack of gainful employment op-
portunities could pose a threat to the
country’s economic and political stabil-
ity in the years ahead.

A symptom of the jobless growth
is the persistence of a large unorganized
sector in the Indian economy. Despite
rapid economic growth over the last
two decades, the unorganized sector re-
mains unusually large in the country. In
2017-18, for instance, the unorganized
sector employed 86.8 percent of India’s
work force, while 90.7 percent of all
workers were informal workers—i.e.,
they had no written job contracts, paid
leaves, and other benefits. Indeed, even
within the organized sector, nearly 40
percent of all workers are informal em-
ployees or contract workers (Murthy
2019). While the unorganized sector
serves as a cushion for workers who
might otherwise have been unem-
ployed, wages in the unorganized sec-
tor are minimal and informal-sector
jobs are low-quality jobs without any
protections—job security, benefits in-
cluding sick leave, and pension.
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Employment in the informal sec-
tor would not be as much of a problem if
the country had a comprehensive pub-
licly-financed social protection system.
But it does not, despite recent efforts
to extend social protection to workers
in the unorganized or informal sector.
Only a small fraction of workers in the
unorganized sector are covered by com-
prehensive protection. Given the gener-
ally low wages in this sector, the lack
of social protection means that these
workers are highly vulnerable to pov-
erty arising from unemployment spells,
demand-side price shocks, financial
crises, catastrophic illnesses and dis-
abilities, and aging. Indeed, the idea of
developing a broad social safety net that
encompasses social security in old age,
income support during periods of agri-
cultural drought and macroeconomic
recessions, sick leave, unemployment
insurance for workers, and catastroph-
ic health coverage is to make such so-
cial protections portable and not tied
to a specific job or only to employment
in government or the organized sector
(Bowen et al. 2020).

Labor market rigidities, com-
bined with outdated labor-market reg-
ulations, as well as education policies
that subsidize tertiary education to the
neglect of basic education, have con-
tributed to weak employment genera-
tion in Indian manufacturing over the
last seven decades.® Like China, India
could easily have taken a ride on the
sails of globalization in the 2000s and
become the factory of the world given
its large labor force. But poor initial
human capital investments in that la-
bor force and a less conducive (vis-a-
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vis China) policy framework prevented
that from happening.

Uneven economic growth as a cause
of jobless growth

Another possible cause of jobless growth
in India may be related to the uneven
nature of economic growth that has oc-
curred in India, especially over the last
four decades. As growth accelerated
in the 1990s, so did inequality (Figure
23), reflecting the fact that much of the
economic growth was driven by rising
consumer spending, especially among
the burgeoning upper-income urban
class. The goods and services typically
consumed by the upper-income urban
quintiles are much less labor-intensive
than the basic consumer goods and
services consumed by the poor and the
lower middle class, such as food prod-
ucts, apparel, footwear, furniture, jew-
elry, and toys.

One under-appreciated advan-
tage of developing a large light manu-
facturing sector is that it often opens
up wage employment opportunities
outside agriculture for women. For in-
stance, women accounted for 39 per-
cent of Mexicos manufacturing work-
force and 47 percent of China’s in 2017
(Madgavkar etal., 2019). In Bangladesh,
the garment industry has been a key
driver of female employment growth;
women workers account for 85 percent
of the total workforce in that industry
(Alam, Blanch, and Smith 2011). Given
that the female share of total income in
India has been well below that of many
other low- and middle-income coun-
tries (Figure 24) over the last four de-
cades, it will be critical for the country
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to expand opportunities for non-agri-
cultural employment to women in the
coming years.

Admittedly, India has done a re-
markable job over the last 3-4 decades
in developing a competitive informa-
tion technology (IT) and business-pro-
cess outsourcing (BPO) industry. The
industry has a total turnover of $200
billion and is perhaps the largest private
employer outside agriculture, employ-
ing some 5 million people, nearly 30
percent of whom are women (NASS-
COM 2022). While these are impres-
sive numbers, the future employment
growth potential of this sector is limit-
ed since it almost exclusively employs
skilled, college-educated individuals.

In recent decades, India has
also emerged as a global hub for auto
component manufacturing, such as the
manufacture of shafts, bearings, and
fasteners. Although total annual turn-
over is currently only $27 billion in the
sector, expectations are that the sector
will reach $200 billion in revenue by
2026 (IBEF 2023). The number of per-
sons employed is, however, relatively
small—at only 1.35 million.

Additionally, just in the last few
years, manufacturing of mobile hand-
sets has also taken off in India, aided by
the gradual shifting of manufacturing
out of China. Indeed, India has now be-
come the second-largest mobile phone
manufacturing nation after China, with
270 million handsets to be produced
this year (The Economic Times, 15 Au-
gust 2023). However, much of the mo-
bile manufacturing revolves mostly
around assembly of phones and em-
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ploys only about 0.25 million people
(Suraksha 2023).

In comparison, the Chinese gar-
ment industry employs over 15 million
persons; the building, tunnel, and sub-
way construction industry employs 12

million persons; the building comple-
tion and interior design sector employs
12.5 million persons; and electrical ma-
chinery and equipment manufacturing
employs 5.7 million workers (IBIS-
World n.d.; CEIC Data n.d.).

Figure 23: Income shares of the top 10% and bottom 50% in India, 1900-2021

Note: Income is gross (i.e., pre-tax) but includes pensions and unemployment insurance benefits.
Source: World Inequality Report 2022 (available at https://wir2022.wid.world/)

Figure 24: Percent share of total labor income accruing to women,
selected countries, 1990-2020

Source: World Inequality Report 2022 (available at https://wir2022.wid.world/)
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Figure 25: State contributions to projected increase in India’s
working-age population from 2011-36

Source: Kumar (2010)

Another aspect of uneven
growth—one that will be equally im-
portant for policy moving forward —is
the variability across states in generat-
ing employment and economic growth.
States in the east and north, such as
Bihar and Uttar Pradesh, have histori-
cally experienced far slower growth in
employment and income than states
in the west and south. However, these
states are far behind in their fertility
transitions and have experienced the
largest increases in the working-age
population in the last decade. This has
contributed in large part to the jobless
growth that India has experienced.

Further and even more worry-
ingly, these states will continue to see
very large increases in their working-age
population in the coming decades.
For instance, the four states of Bihar,
Madhya Pradesh, Rajasthan, and Uttar

26

Pradesh alone are projected to account
for nearly 60 percent of India’s work-
ing-age population increase through
2036 (Figure 25) (Kumar 2010). Thus,
the burden of utilizing India’s demo-
graphic dividend will fall heavily on
these states.

What India will need in the com-
ing decades is massive numbers of jobs
for unskilled and semi-skilled workers.
Unless India reorients its development
strategy to encourage more labor-in-
tensive light manufacturing in the orga-
nized sector of the economy, it will be
unable to provide high-quality jobs to
the roughly 10-12 million individuals
who will be joining its workforce annu-
ally in the coming decades. In that case,
India’s demographic dividend would
not materialize, but could in fact turn
into a demographic disaster.
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Impacts of aging on population
health

As noted earlier, the aging of India’s
population has already begun and is
likely to accelerate in the coming de-
cades, thanks to its demographic trans-
formation. Increases in the median age
of the population do not fully convey
the extent to which India’s elderly pop-
ulation is projected to grow over the
remainder of the century. The popula-
tion aged 65 years and older currently
stands at about 90 million but is pro-
jected to grow sharply over the next
three decades, more than doubling to
a level of 225 million by mid-century
(Figure 26). Thereafter, it will contin-
ue to increase, albeit at a more gradual
pace, reaching 350 million by 2075 and
387 million by 2100. For the first time
in India’s recorded history, the number
of elderly is projected to surpass the
number of children under 5 years of age
by 2030 and be more than five times the
size of the under-5 population by the
turn of the century.

The very large increase in the
elderly population will have major im-
plications for—and could potentially
overwhelm—Indias health infrastruc-
ture and spending on public health and
old age security. The elderly not only
have higher levels of morbidity than
the young, but they also are much more
likely to have long-term, chronic health
problems that require ongoing, expen-
sive treatment and management.

However, unlike developed coun-
tries that have confronted the challenge
of population aging after they have al-
ready successfully addressed communi-
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cable disease (CD) challenges, such as
infectious childhood and parasitic dis-
eases, India will simultaneously face the
double burden of communicable and
chronic or non-communicable diseases
(NCDs). Indeed, this has already start-
ed occurring in the country, with NCDs
such as diabetes and cardiovascular dis-
eases responsible for a higher burden of
disease as compared to CDs. In addi-
tion to aging, lifestyle factors, such as
physical inactivity and unhealthy diet,
associated with increasing levels of ur-
banization and affluence, have contrib-
uted to the growth of diseases such as
diabetes and heart disease. Lifestyle
factors often work synergistically with
population aging to affect the incidence
of NCDs.

The International Diabetes Fed-
eration Diabetes Atlas has estimated
that the number of Indians with dia-
betes increased from about 33 million
in 2000 to 74 million in 2021, resulting
in an age-adjusted prevalence rate of
9.6 percent—only slightly lower than
the prevalence rate in China (10.6%)
(IDF 2021). Indeed, China and India
together account for roughly 40 per-
cent of all diabetics in the world. Even
more alarmingly, it is estimated that
more than one-half (53.1%) of the to-
tal population living with diabetes in
India is undiagnosed and untreated,
which means that they are at a high risk
of developing severe co-morbidities, in-
cluding stroke, heart and renal failure,
blindness, and lower-limb amputation.

The India State-Level Disease
Burden Initiative reveals a major shift
in the disease burden in the quarter
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century between 1990 and 2016 (ICMR
2017). The contribution of NCDs (in
terms of disability-adjusted life-years or
DALYs) had increased from 30.5 to 55.4
percent over the period, while the share
of communicable diseases had fallen
from 60.9 percent to 32.7 percent (Fig-
ure 26).” The aging of the population,
combined with changes in lifestyles, is a
major contributor to this epidemiolog-
ical transition.

The leading causes of health loss
also changed significantly over the pe-
riod 1990-2016 (ICMR 2017). Diar-
rheal diseases slipped from the leading
cause of DALYs in 1990 to the third
leading cause. Lower respiratory diseas-
es moved down from second to fourth
rank. Meanwhile, ischemic heart diseas-
es and chronic obstructive pulmonary
diseases (COPD) moved up from be-
ing the sixth and eighth leading causes
of DALYs in 1990, respectively, to the
leading and second-leading causes in
2016. Likewise, stroke, which was 12" in
rank in the earlier period moved up to
5% rank. Thus, of the five leading causes
of DALY’ in 2016, three were NCDs.

This does not, however, mean
that the absolute burden of commu-
nicable diseases, such as diarrhea and
lower respiratory infections, is small—
far from it. In 2018, there were nearly
2.8 million deaths in India from CDs,
of which 1.6 million deaths were attrib-
utable to diarrheal, lower respiratory,
and other common infectious diseases.
In the same year, tuberculosis and HIV/
AIDS were together responsible for
more than 500,000 deaths.

Three factors affect changes in
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the disease burden of a country: (a)
aging of the population that results in
higher prevalence rates of health condi-
tions common to old people, (b) chang-
es in exposure to environmental risk
factors (e.g., air pollution) and lifestyle
factors (e.g., dietary changes, physi-
cal inactivity) that are associated with
chronic diseases like COPD or diabetes;
and (c) general improvements in health
systems that lower the risk of premature
mortality or disability once a disease or
injury has occurred.

The data from India are revealing.
Despite the epidemiological transition
that has occurred in the country, child
and maternal malnutrition is still the
dominant and leading risk factor of dis-
ease burden (Figure 28). Air pollution
comes in second, followed by dietary in-
adequacy, high blood pressure, and high
levels of fasting plasma glucose.

India is thus in the unique po-
sition of having to deal with the health
challenges posed by its epidemiological
transition—the onset of NCDs—while
it has still not fully addressed the chal-
lenges of infectious and communicable
childhood diseases. The double burden
of disease can be daunting.'’ Addition-
ally, the process of rapid urbanization
that is expected in the coming decades
will make this challenge even greater,
as urbanization separates millions of
the elderly in the rural areas from their
adult children who have migrated to
cities. Finally, rising rates of obesity and
physical inactivity, as well as high levels
of air and water pollution, in the urban
areas are likely to compound the health
challenges facing India’s older adults in
the coming decades.
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There is also a broader lesson for
India from countries that have passed
through an epidemiological transi-
tion earlier than India—the challenges
posed by an aging population require
significant outlays of public investment
and resources to upgrade health infra-
structure and reform health systems.
Treatment and management of NCDs,
such as cancer, heart disease and diabe-
tes, is much more expensive than com-
bating infectious diseases. Vertical pro-
grams that may have once worked well
in controlling communicable diseases
are not as effective in addressing NCDs.

Even though India is already in
the middle of an epidemiological tran-
sition, government health spending in
India remains woefully inadequate in
comparison to many other low- and
middle-income countries (Figure 29).
Indeed, Indias public health spending
as a percentage of GDP has been stag-
nant at around 1 percent or less for
decades. In 1999-2000, government
health spending was about 1.12 percent
of GDP (Berman and Ahuja 2008). In
2001, the global Commission on Mac-
roeconomics and Health (WHO 2001)
had recommended a level of govern-
ment health spending in low-income
countries that was well above what In-
dia spent then.

When the National Rural Health
Mission (NRHM) was launched in
2005, the government had set a goal for
itself of increasing public health spend-
ing to 2-3 percent of GDP by 2012 (GOI
2005a). Yet even by 2021-22, the num-
ber was still 1.2 percent (The Econom-
ic Times, 21 October 2021). Figure 30
shows that while health spending per
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capita grew more rapidly than GDP per
capita between 2000 and 2017 in most
low- and middle-income countries, that
was not the case in India.

China, which has experienced a
rapid aging of its population in the last
decade or two, increased its government
spending on health from $9 per capita
in 2000 to $300 in 2019—a 32-fold in-
crease (Table 2). Even as a share of its
GDP, public spending on health tripled
from 1 percent to 3 percent over this pe-
riod. In comparison, the corresponding
increase for India was from $4 in 2000
to $21 in 2019—a five-fold increase in
absolute terms but essentially flat when
expressed as a share of GDP.

By increasing  government
spending on health, China was able to
cut household out-of-pocket spending
on health considerably—from 60 per-
cent of total health spending in 2000 to
35 percent by 2019. High out-of-pock-
et spending on health is an inequitable
way of financing health spending, espe-
cially in low- and middle-income coun-
tries. China was able to reduce out-of-
pocket health spending by expanding
universal health coverage through the
provision of publicly-funded medical
insurance. While India was able to also
cut private out-of-pocket spending, the
decrease was significantly smaller—
from 72 percent to 55 percent. House-
holds thus finance more than half of
the total spending on health out of their
own resources. This is onerous especial-
ly for the poor and the elderly who rely
on their meager pensions and family
support. The goal of universal health
coverage is to keep out-of-pocket ex-
penditures to a minimum.
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While the Indian government
has introduced many different pub-
licly-funded basic health insurance
schemes over the years, population cov-
erage is still relatively low. Data from
the NFHS-5 survey show that in 2019-
21 about two-fifths of the households
in the country—up from 29 percent in
2014-15—had at least one household
member covered under some health in-
surance or health scheme (Figure 31).
The proportion of individuals having
health insurance coverage is therefore
much lower. The survey found that only
30 percent of women aged 15-49 years
and 33 percent of men aged 15 to 49
years were covered by health insurance
or a health scheme. In contrast, some
form of health insurance covered 95
percent of the Chinese population by
2015 (Zhou et al. 2020).

Roughly, half of those with in-
surance were covered by a state health
insurance scheme and 16 percent were
covered by the Rashtriya Swasthya Bima
Yojana (RSBY). The Employee State In-
surance Scheme (ESIS) or the Central
Government Health Scheme (CGHS)
covered only 3-6 percent of women and
4-7 percent of men. There were large in-
ter-state variations in health insurance
coverage, with Andhra Pradesh and
Rajasthan having more than 80 percent
coverage and Uttar Pradesh and Kash-
mir having roughly 15 percent coverage
(Figure 31).

As the size of the elderly popu-
lation in India grows, social assistance
and income support for the elderly—
especially the elderly poor—will be-
come increasingly important. The 2011
Census showed that only 12 percent of
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the workforce is covered under various
pension systems (OECD 2021). This re-
flects the fact that a very large propor-
tion of the Indian labor force works in
the unorganized and informal sector.
Over the years, the government has in-
troduced a number of different social
assistance schemes for the elderly who
are not covered by government or or-
ganized-sector employment—for ex-
ample, the National Old Age Pension
Scheme, the National Family Benefit
Scheme, the Annapurna Yojana (pro-
viding food security to senior citizens),
and the Indira Gandhi National Wid-
ow Pension Scheme (covering widows
aged 40-79 years) —but it is not clear
what proportion of the elderly beyond
retired government and organized-sec-
tor employees are actually covered by
these schemes. Accurate information is
lacking on the take-up rate of such so-
cial assistance schemes and the extent
to which they are meaningful sources of
economic support for the vast majority
of the elderly in India. It is likely that
extended families are the main source
of social security and income support
for the elderly.

Implications of changing sex ratios

India’s sex ratio at birth is heavily mas-
culine and getting more masculine over
time, as fertility rates have declined.
Since this worsening of the sex ratio has
been occurring since the early 1980s, the
surplus of males over females has now
moved into youth ages. UN population
projections of the surplus male popu-
lation from 2020 to 2100 are shown in
Figure 32 They show that the surplus
is most pronounced in the age group
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15-29 years, with more than 21 million
more males than females in this group.
Over time, the male surplus will begin
shifting to older age groups. In 2060, for
instance, there will be a total of 7 million
more men than women in the age group
55-69 years. Because mortality rates for
men are higher than those for women
at older ages, the male surplus gets pro-
gressively smaller at older ages.

Imbalanced sex ratios can have
several undesirable social implications,
one of which is a “marriage squeeze”
Many men of marriageable age will be
unable to marry since there will not be
enough potential brides of marriage-
able age for them. In a society like India
where there is a norm of universal mar-
riage, this could pose a problem. It is
also likely that having an entire cohort
of young men who are forced by demo-
graphic circumstances to remain single
increases the likelihood of crimes in
general but specifically crimes against
women and human trafficking. There
is some evidence from China suggest-
ing that an increase in the male-female
ratio among 16-25-year-olds coincided

with a sharp increase in crime over the
period 1988-2004 (Edlund et al. 2013).
The shortage of potential brides—espe-
cially acute in the rural areas of China
because of many young women having
migrated to the cities in search of em-
ployment opportunities—has created
a demand among rural men for brides
from North Korea. Human traffickers
often supply such brides to these men
by transporting poor North Korean
women illegally across the border into
China (Davis 2006).

In India, as well, there has been
an alarming increase in crimes against
women in recent years. Using data
from the annual reports of the Nation-
al Crime Records Bureau, Dandona et
al (2022) have estimated that the crime
rate against girls and women has risen
more than 70 percent over the last two
decades in India—from 11.5 assaults per
100,000 women in 2001 to 19.8 assaults
in 2018. Of course, it is unclear to what
extent this is related to the rise in the sex
ratio and the increase in the relative sur-
plus of male youth in the country.

Figure 26: Projected median age of India’s population, 2020-2100

Source: UN Population Division, World Population Prospects 2019 database.
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Figure 27: Contribution of major disease groups to total DALY’ in India, 1990 and 2016
Source: ICMR (2017)

Figure 28: Percent DALY attributable to various risk factors in India, 2016
Source: ICMR (2017)

32



Demographic Changes in India: Implications for Policy

Figure 29: Government health spending as a share of GDP across the world, 2018
Source: WHO, https://ourworldindata.org/financing-healthcare

Figure 30: Cumulative growth of GDP and recurrent health spending
across countries, 2000-17

Source: WHO, https://ourworldindata.org/financing-healthcare
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Table 2: Health spending in China and India, 2000-19

China
Variable 2000 2006 2012 2019
Total health spending US$ per capita 42 81 282 535
Govt health spending as % of total health spending 22 35 56 56
Out of pocket spending as % of total health spending 60 56 39 35
GDP USS per capita 934 2058 6,169 10,002
Total health spending as % of GDP 4.5 3.9 4.6 53
Govt health spending as % of GDP 1.0 1.4 2.5 3.0
India
2000 2006 2012 2019
Health spending US$ per capita 19 30 49 64
Govt health spending as % of total health spending 21 21 28 33
Out of pocket spending as % of total health spending 72 72 63 55
GDP USS per capita 459 813 1,470 2,115
Total health spending as % of GDP 4.1 3.7 33 3.0
Govt health spending as % of GDP 0.9 0.8 0.9 1.0

Source: WHO (2019)

Figure 31: Percentage of households with at least one member covered by some health
insurance program or scheme, 2019-21

Source: National Family Health Survey 5, 2019-20
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Figure 32: Projected sex ratio (females as % of males), by age, 2020-2100

Source: United Nations Population Division, World Population Prospects 2019 database

Concluding Remarks

ndia is already in the midst of its

demographic dividend, and there is

only a short window of opportuni-
ty remaining—perhaps two decades at
most—before the dividend starts dissi-
pating. Human capital investments will
need to be front and center of a strate-
gy to capitalize on India’s demograph-
ic dividend. Significant further invest-
ments will need to be made in ensuring
broad-based and inclusive human cap-
ital development—in education, nutri-
tion, and health. As many as 200-250
million children currently aged 5-15
years will reach working age in another
decade or so. To ensure these students
are employable and productive in the
economy, it is imperative for them to be
well-nourished and healthy and to have
basic reading and numeracy skills.
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Building an improved human
capital foundation for the next genera-
tion of workers needs a refocus in policy
priorities toward (i) universalization of
secondary schooling, especially among
girls; (ii) greater focus on student learn-
ing outcomes instead of delivering an
unrealistic and often outdated curric-
ulum; (iii) more skills-based and vo-
cational training for youth in post-sec-
ondary institutions; (iv) improved
health systems and health infrastruc-
ture to address traditional infectious
childhood diseases; and (v) improved
focus on combating the scourge of child
stunting and underweight. Despite
progress in reducing child malnutri-
tion, recent estimates show that a third
of all children below five years of age
are stunted and underweight. With its
pernicious effects on student learning,
cognitive development, later-life health,
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and labor productivity as an adult, ear-
ly-life undernutrition represents an
enormous waste of India’s human cap-
ital and future growth potential.

India’s educational system will
also need a major revamp if the coun-
try wishes to fully capitalize on its de-
mographic dividend. The system is
more focused on curriculum delivery
than on learning. Even at the post-sec-
ondary level, there is little emphasis on
building technical skills to prepare stu-
dents for productive jobs. Recent stud-
ies suggest that barely a quarter of en-
gineering graduates in the country, let
alone high school or college graduates,
are employable. All this will need to
change if the current cohorts of school-
age children and college graduates are
going to be ready for productive jobs
upon graduation.

Because of the large inter-state
disparities in both social and economic
indicators, a one-size-fits-all approach
will not work in India. The northern
and eastern states, such as Bihar, Chhat-
tisgarh, Jharkhand, Madhya Pradesh,
Orissa, Rajasthan, Uttaranchal, and
Uttar Pradesh, have worse nutrition-
al, health and educational outcomes
than the southern and western states.
These are also the states where pub-
lic infrastructure and governance are
weakest, and the net addition to the
working-age population (demographic
dividend) will be highest. This makes
policy reforms in these states more im-
perative but also more challenging to
implement.

At the same time, India’s popu-
lation will age rapidly over the coming
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decades. By 2030, there will be more in-
dividuals aged 65 years and over than
children below 5. Aging will bring its
own sets of problem, the chief among
which will be health. As countries have
aged, the burden of disease has shifted
from communicable diseases to NCDs,
such as cancer, heart diseases, and dia-
betes. While that has started happening
in India (with NCDs already accounting
for more than one-half of the total dis-
ease burden in the country), the coun-
try also faces a large absolute burden
of infectious diseases, such as diarrhea
and lower respiratory infections. Health
systems in the country are ill-prepared
to meet this double burden of disease,
especially as the treatment and manage-
ment of NCDs that tend to be chronic
in nature is significantly more expen-
sive. Government health spending per
capita is still very low in the country.
Despite past commitments to raise the
level of spending to 2-3 percent of GDP,
government expenditure on health has
remained around one percent of GDP
for more than two decades—signifi-
cantly lower than in many other Asian
countries, such as China, Indonesia,
and Sri Lanka.

As chronic conditions become
endemic, the public financing of health
interventions will need to shift. Cur-
rently, a large proportion of spending
on health is in the form of out-of-pock-
et payments by patients. Because of
overcrowding, inadequate access, and
the poor quality of care in public sec-
ondary and tertiary health facilities, in-
dividuals are often forced to visit private
facilities. Most drug costs, even in pre-
sumably-free public facilities, are borne
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by patients. As a result, more than one-
half of health expenses are paid out-of-
pocket by patients, imposing a major
economic burden on them. Other low-
and middle-income countries have
addressed this issue by expanding and
universalizing health coverage through
the provision of publicly-funded med-
ical insurance. While India has taken
steps in this direction, fewer than a
third of working-age adults are covered
by any form of health insurance.

The aging of the population will
have another implication beyond the
rise of NCDs and the double burden
of disease. The large elderly population
living for decades beyond their working
years will need income support from
other sources besides their children
and families, especially as there will be
fewer children to look after their par-
ents. Despite the introduction of nu-
merous social insurance and pension
schemes for the elderly during the last
decade, only 12 percent of Indians are
covered by a formal pension scheme
and the main support system for the
elderly in India remains the extended
family. The plight of the elderly, espe-
cially among poor families, is difficult,
with widows suffering an especially low
status in extended households. As such,
programs that guarantee basic income
support for the elderly will need to be
an important part of any social protec-
tion system in India.

But simply investing in human
capital will not be enough. India has
been unable to fully utilize its demo-
graphic dividend to date not only be-
cause of its low-skills workforce but
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also because of the nature of Indian
economic growth. Growth of the econ-
omy has simply not translated into
enough jobs for young people and for
women. Indeed, the employment elas-
ticity of growth has been virtually zero
for women and negative for youth. Nor
has the country invested enough in la-
bor-intensive light manufacturing—the
kind that turned China into the factory
of the world and provided jobs to hun-
dreds of millions of rural workers start-
ing in the 1980s.

In part, the jobless growth that
the Indian economy has experienced
also reflects the rising inequality in the
country. Much of the growth during
the last two decades has been driven by
consumer spending in the burgeoning
urban middle class. Most of these con-
sumer goods are not particularly labor
intensive in nature.

Additionally, trade policies and
labor market rigidities (with antiquated
labor-market regulations) have contrib-
uted to weak employment generation
in Indian manufacturing. Despite seven
decades of economic development, In-
dian labor markets, even in the urban
areas, remain largely informal in nature
and much of the increase in manufac-
turing employment that has taken place
in the past has been in the unorganized,
small-scale sector.

In particular, the Indian econo-
my’s creation of high-quality jobs has
most adversely impacted women. The
female labor force participation rate
remains unusually low in India, even
relative to other countries in the region
(e.g., Bangladesh), and there is evidence
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that the labor force participation rate
for women has declined over time. It is
unlikely that this decline reflects sup-
ply-side factors (namely, women’s desire
to opt for leisure or home production
with increased affluence). More likely, it
reflects the state of India’s job markets,
which have offered little by way of de-
cent, high-quality jobs, particularly for
youth and women. Moving forward, In-
dian economic policy will have to focus
squarely on creating high-quality job
opportunities for women and youth, so
that India can mobilize more than half

of its working-age population that has
been left behind.

This paper has not touched upon
the environmental implications of the
demographic dividend.

A sobering reality is that, despite
the decline in fertility, India’s popula-
tion will continue to increase until the
middle of this century. Indeed, another
quarter-billion people will be added to
India’s population in the next 3-4 de-
cades. Rapid economic and population
growth in the past have already strained
the environment to its physical limits,
with Indian cities routinely ranking
among the most polluted and most wa-
ter scarce in the world. To keep up with
increased food demand, agricultural
cultivation has intensified, and the use
of fertilizers, pesticides, and water has
increased tremendously. Carbon emis-
sions per capita have risen seven-fold
in the last 50 years, with India ranking
as the third largest carbon polluter in
the world (after China and the United
States). Air, water, and soil pollution
have had serious impacts on human
morbidity and mortality in the country.
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It is estimated that India has the larg-
est number of pollution-related deaths
in the world (2.4 million in 2019). Cli-
mate change is only going to make all
this even worse. Clearly, if India is to
expand labor-intensive manufacturing
and further intensify its agricultural
sector to feed an additional 250 million
people, it will have to pursue a more en-
vironmentally sustainable “green” de-
velopment strategy.

The green development will have
to be comprehensive and particularly
address the situation in urban areas,
where growth has been haphazard and
the quality of life for many residents is
poor. Many of these individuals have
no or low-productivity jobs, substan-
dard housing, and paltry access to pub-
lic services. Several Indian cities are on
the verge of running out of water, and
air quality is among the poorest of any
cities in the world. Major public invest-
ments will need to be undertaken in
urban infrastructure and services, and
cities will need to come up with cre-
ative “green” and inclusive development
strategies that offer good jobs, afford-
able housing, clean air and water, and
improved access to public services.

Finally, the other bane of Indian
society—son preference among house-
holds—continues unabated, having be-
come stronger over time, even in the
face of expanding female education and
rising affluence. In its extreme form,
son preference leads to sex-selective
contraceptive behavior or, even worse,
abortions and neglect of infant girls. As
a result of such practices, it is estimated
that excess female under-five mortality
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may be as high as 18.5 for every 1,000
live births. Nearly 45 million females
are presumed missing in India, consti-
tuting a third of all missing females in
the world (the other major violator in
this regard being China).

Deep and pervasive societal gen-
der discrimination of this type is cor-
rosive and violates the basic human
rights of half of India’s population, but

it is also self-defeating since women can
play an important role in powering fu-
ture growth and development in India.
Indeed, women may be India’s best and
least underutilized remaining resource.
If India is to become a prosperous, in-
clusive society in the coming decades, it
will need to incorporate women much
more fully and proactively in its future
growth and development strategies.

Endnotes

1

This paper draws upon a more comprehensive and detailed report prepared for the World
Bank by the author: “Long-term Demographic Changes in India and Implications for Human
Development Outcomes and Strategies” (August 2022).

In most populations, more male than female babies are born to compensate for the slightly
higher (biological) risk of mortality among newborn boys relative to girls.

Note that while fetal sex discernment is banned in India by the Pre-Conception and Pre-Natal
Diagnostic Techniques Act of 1994, such a ban is difficult to enforce since abortions are legal
and the technology that permits fetal sex detection is available legally for routine medical pur-
poses such as antenatal care.

The grey area is a residual category that includes all urban settlements with a population of
fewer than 300,000 inhabitants.

Data from the Fifth National Family Health Survey conducted in 2019-21.

The “National Education Policy” of 2020 has envisioned a transformation in education by
putting a greater focus on quality. But it is too recent to be evaluated. Government schools are
crippled with problems such as widespread teacher absenteeism and inadequate classrooms,
toilet facilities, and other infrastructure. Low-quality public education has driven parents -
even from lower-income groups - to private schools. The problems in education mirror those
in the health sector, where patients are driven to the private sector by a poorly performing
public health care system.

More recent data from the Periodic Labor Force Survey conducted by the National Sample
Survey show an uptick in both female and male labor-force participation rates. For instance,
the rate for women aged 15 years and over increased from 23.3 percent in 2017-18 to 32.5 per-
cent in 2020-21. It is not clear that whether this uptick marks a reversal in the long stagnancy
of labor force participation rate or if it is attributable to the Covid pandemic in 2020 and 2021.

The Indian Parliament has recently passed new labor reforms, codifying 29 previous labor
laws into four codes. The legislation focuses on protecting workers and cutting red tape, as
well as extending factory shifts from nine to 12 hours and allowing women to work in night
shifts, but the legislation is likely to only benefit the small minority of workers in the organized
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sector. Additionally, it is not clear how the new legislation will introduce greater labor-market
flexibility, which is often regarded as a disincentive to formal employment growth in Indian
manufacturing.

9 Disability-adjusted life years (DALYs) is a commonly used measure of the health burden
caused by different diseases that takes into account both premature mortality and disability.
One DALY represents the loss of the equivalent of one year of full health.

10 The devastation wreaked by the Covid-19 pandemic in 2021, with unofficial estimates of 3-5
million deaths caused by the disease, is a telling example of the challenges India continues to
face in controlling communicable disease. India was one of the worst-affected countries by
Covid-19.

References

Alam, Khorshed, Laila Blanch, and Anna Smith. 2011. “Stitched Up: Women
workers in the Bangladesh garment sector” WarOnWant.org. Available at: https://
waronwant.org/sites/default/files/Stitched%20Up.pdf

Barbar, M., Mallapragada, D.S., Alsup, M. et al., 2021, “Scenarios of future Indian
electricity demand accounting for space cooling and electric vehicle adoption.”
Scientific Data 8 (178). https://doi.org/10.1038/s41597-021-00951-6

Berman, Peter and Rajeev Ahuja. 2008. “Government Health Spending in India”
Economic and Political Weekly 43(26-27): 209-216 (June 28 - July 11).

Bilge, Erten and Jessica Leight. 2021. “Exporting Out of Agriculture: The Impact of
WTO Accession on Structural Transformation in China.” The Review of Economics
and Statistics 103 (2): 364-380. https://doi.org/10.1162/rest_a_00852

Bishwanath Goldar and Amit Sadhukhan. 2015. “Employment and wages in In-
dian manufacturing: Post-reform performance” Employment Working Paper No.
185, International Labour Office, Geneva.

Bowen, Thomas, Carlo del Ninno, Colin Andrews, Sarah Coll-Black, Ugo Gentili-
ni, Kelly Johnson, Yasuhiro Kawasoe, Adea Kryeziu, Barry Maher, and Asha Wil-
liam. 2020. Adaptive Social Protection Building Resilience to Shocks, World Bank
Group, Washington D.C. https://documentsl.worldbank.org/curated/en/5796415
90038388922/pdf/Adaptive-Social-Protection-Building-Resilience-to-Shocks.pdf

Chakrabarty, T.K., and Deb, M. 2018. “Is India on the Path to Replacement Fertil-
ity Soon? Exploring the Role of Rural-Urban Differential Pace and Timing of Fer-
tility Decline” In De, U., Pal, M., Bharati, P. (eds), Issues on Health and Healthcare

40


https://waronwant.org/sites/default/files/Stitched Up.pdf
https://waronwant.org/sites/default/files/Stitched Up.pdf
https://doi.org/10.1038/s41597-021-00951-6
https://doi.org/10.1162/rest_a_00852
https://documents1.worldbank.org/curated/en/579641590038388922/pdf/Adaptive- %09Social-Protection-Building-Resilience-to-Shocks.pdf
https://documents1.worldbank.org/curated/en/579641590038388922/pdf/Adaptive- %09Social-Protection-Building-Resilience-to-Shocks.pdf

Demographic Changes in India: Implications for Policy

in India. India Studies in Business and Economics. Singapore: Springer. https://doi.
org/10.1007/978-981-10-6104-2_14

Bhardwaj, Ankur. 2021. “Manufacturing employment halves in five years.” CED-
CMIE Bulletin No. 4 (https://ceda.ashoka.edu.in/ceda-cmie-bulletin-manufactur
ing employment-halves-in-5-years/)

Bloom, D.E., and Williamson, ].G. 1998. “Demographic Transitions and Economic
Miracles in Emerging Asia” The World Bank Economic Review 12(3): 419-455.

CEICData. n.d. www.ceicdata.com. Available at: https://www.ceicdata.com/en/
china/no-of-employee-by-industry-monthly/no-of-employee-electrical-machin
ery--equipment

Dandona, Rakhi, Aradhita Gupta, Sibin George, Somy Kishan, and G. Anil Ku-
mar. 2022. “Administrative data deficiencies plague understanding of the magni-
tude of rape-related crimes in Indian women and girls,” BMC Public Health 22:
788. https://doi.org/10.1186/s12889-022-13182-0

Davis, Kathleen. 2006. “Brides, Bruises and the Border: The Trafficking of North
Korean Women into China.” SAIS Review of International Affairs 26(1): 131-141.
doi:10.1353/sais.2006.0004

Economic Survey of India. 2018-19. Chapter 7: India’s Demography at 2040: Plan-
ning Public Good Provision for 2040. Ministry of Finance, GOL. https://www.indi-

abudget.gov.in/budget2019-20/economicsurvey/doc/vollchapter/echap07_voll.
pdf

Edlund, Lena, Hongbin Li, Junjian Yi, and Junsen Zhang. 2013. “Sex ratios and
crime: Evidence from China,” The Review of Economics and Statistics 95(5): 1520-
1534.

Edwardson, William, and Pilar Santacoloma. 2013. “Organic supply chains for
small farmer income generation in developing countries: Case studies in India,
Thailand, Brazil, Hungary and Africa,” FAO, Rome (available at https://www.fao.
org/3/i3122e/i3122e.pdf)

FAO. 2017. India at a glance. Available at: http://www.fao.org/india/fao-in-india/
india-at-a-glance/en/

Government of India. 2005. “National Rural Health Mission, Mission Document
(2005-12)” Ministry of Health and Family Welfare, New Delhi.

41


https://doi.org/10.1007/978-981-10-6104-2_14
https://doi.org/10.1007/978-981-10-6104-2_14
https://ceda.ashoka.edu.in/ceda-cmie-bulletin-manufacturing- %09employment-halves-in-5-years/
https://ceda.ashoka.edu.in/ceda-cmie-bulletin-manufacturing- %09employment-halves-in-5-years/
http://www.ceicdata.com
https://www.ceicdata.com/en/china/no-of-employee-by-industry-monthly/no-of-employee-electrical-machinery--equipment
https://www.ceicdata.com/en/china/no-of-employee-by-industry-monthly/no-of-employee-electrical-machinery--equipment
https://www.ceicdata.com/en/china/no-of-employee-by-industry-monthly/no-of-employee-electrical-machinery--equipment
https://doi.org/10.1186/s12889-022-13182-0
http://doi.org/10.1353/sais.2006.0004
https://www.indiabudget.gov.in/budget2019-20/economicsurvey/doc/vol1chapter/  %09echap07_vol1.pdf
https://www.indiabudget.gov.in/budget2019-20/economicsurvey/doc/vol1chapter/  %09echap07_vol1.pdf
https://www.indiabudget.gov.in/budget2019-20/economicsurvey/doc/vol1chapter/  %09echap07_vol1.pdf
https://www.fao.org/3/i3122e/i3122e.pdf
https://www.fao.org/3/i3122e/i3122e.pdf
http://www.fao.org/india/fao-in-india/india-at-a-glance/en/
http://www.fao.org/india/fao-in-india/india-at-a-glance/en/

Indian Politics & Policy

Government of India. 2018. “Composite Water Management Index: A Tool for
Water Management. Niti Aayog in association with Ministries of Water Resourc-
es, Drinking Water and Sanitation, and Rural Development, New Delhi. Avail-
able at: (https://www.niti.gov.in/writereaddata/files/document_publication/2018
-05-18-Water-index-Report_vS6B.pdf)

Gupta, Monica Das, and P. N. Mari Bhat. 1997. “Fertility Decline and Increased
Manifestation of Sex Bias in India,” Population Studies 51(3): 307-315.

Guttmacher Institute. 2020. “Investing in the Sexual and Reproductive Health
of Women in India” Fact Sheet, Guttmacher Institute, New York. Available at:
https://www.guttmacher.org/fact-sheet/adding-it-up-investing-in-sexual-repro
ductive-health-india

Hasan, Rifat, Shubha Chakravarty, and Sangeeta Dey. 2020. “Adolescent Girls:
Challenges and Opportunities for Building Indias Human Capital” Health, Nutri-
tion and Population Global Practice Policy Brief, World Bank, Washington, D.C.

Hu, Z., and Peng, X. 2015. “Household changes in contemporary China: an anal-
ysis based on the four recent censuses.” The Journal of Chinese Sociology 2(9): 1-20
https://doi.org/10.1186/s40711-015-0011-0

Florke, M., Schneider, C., & McDonald, R. I. 2018. “Water competition between
cities and agriculture driven by climate change and urban growth.” Nature Sustain-
ability 1(1): 51.

IBEF (Indian Brand Equity Foundation). 2023. Auto Components Industry Re-
port 2023. Available at: https://www.ibef.org/industry/autocomponents-india#:~:-
text=The%20Indian%20auto%2Dcomponents%20industry,US%24%20200%20
billion%20by%20FY26

IBISWorld. n.d. www.IBISWorld.com. Available at: https://www.ibisworld.com/
china/industry-trends/biggest-industries-by-employment/

IDF (International Diabetes Federation). 2021. “IDF Diabetes Atlas, 10" Edition.”
Available at: https://diabetesatlas.org/idfawp/resource-files/2021/07/IDF_Atlas_1
0th_Edition_2021.pdf

Jain, Sharad K. 2011. “Population rise and growing water scarcity in India - re-
vised estimates and required initiatives.” Current Science 101(3): 271-276.

Kulkarni, Purushottam. 2020. Sex Ratio at Birth in India: Recent Trends and Pat-
terns, UNFPA, New Delhi. Available at: https://india.unfpa.org/en/publications/

42


https://www.niti.gov.in/writereaddata/files/document_publication/2018-05-18-Water- %09index-Report_vS6B.pdf
https://www.niti.gov.in/writereaddata/files/document_publication/2018-05-18-Water- %09index-Report_vS6B.pdf
https://www.guttmacher.org/fact-sheet/adding-it-up-investing-in-sexual-reproductive- %09health-india
https://www.guttmacher.org/fact-sheet/adding-it-up-investing-in-sexual-reproductive- %09health-india
https://doi.org/10.1186/s40711-015-0011-0
https://www.ibef.org/industry/autocomponents-india#:~:text=The Indian auto%2Dcomponents industry,US%24 200 billion by FY26
https://www.ibef.org/industry/autocomponents-india#:~:text=The Indian auto%2Dcomponents industry,US%24 200 billion by FY26
https://www.ibef.org/industry/autocomponents-india#:~:text=The Indian auto%2Dcomponents industry,US%24 200 billion by FY26
http://www.IBISWorld.com
https://www.ibisworld.com/china/industry-trends/biggest-industries-by-employment/
https://www.ibisworld.com/china/industry-trends/biggest-industries-by-employment/
https://diabetesatlas.org/idfawp/resource-files/2021/07/IDF_Atlas_10th_Edition_2021.pdf
https://diabetesatlas.org/idfawp/resource-files/2021/07/IDF_Atlas_10th_Edition_2021.pdf
https://india.unfpa.org/en/publications/sex-ratio-birth-india- %09recent-trends-and-patterns

Demographic Changes in India: Implications for Policy

sex-ratio-birth-india-recent-trends-and-patterns

Kumar, Raksha. 2022. “This burning train is a symbol of the anger of India’s out-
of-work youth” 16 March 2022, www.npr.org. Accessed on 21.03.2024 at: https://
www.npr.org/sections/goatsandsoda/2022/03/16/1084139074/this-burning-
train-is-a-symbol-of-the-anger-of-indias-out-of-work-youth#: ~:text=More%20
than%2012%20million%20people,only%20a%20high%20school%20degree.

Kumar, Utsav. 2010. “India’s Demographic Transition: Boon or Bane? A State-Lev-
el Perspective,” The Conference Board Working Paper EPWP #10-03, New York.
Available at: https://www.conference-board.org/publications/publicationdetail.cf
m? publicationid=2002)

Lu, Ming, Jianyong Fan, Shejian Liu, and Yan Yan. 2002. “Employment restruc-
turing during China’s economic transition.” Monthly Labor Review 125(8): 25-31.
Available at: https://www.bls.gov/opub/mlr/2002/08/art3full.pdf

Madgavkar, Anu, James Manyika, Mekhala Krishnan, et al. 2019. “The Future of
Women at Work: Transitions in the Age of Automation.” McKinsey Global In-
stitute. Available at: https://www.mckinsey.com/~/media/mckinsey/featured%20
insights/gender%20equality/the%20future%200f%20women%20at%20work %20
transitions%20in%20the%20age%200f%20automation/mgi-the-future-of-wom
en-at-work-report-july-2019.pdf

Majid, Nomaan. 2015. “The great employment transformation in China,” Employ-
ment Working Paper No. 195, International Labour Office, Geneva. Available at:
https://www.ilo.org/employment/Whatwedo/Publications/working-papers/WC
MS_423613/lang--en/index.htm

Mehta, Arun C. n.d. “Computation of Out-of-School Children Based on Admin-
istrative Data (UDISE+ 2021-22)” Accessed on 21.03.2024 at: https://education
forallinindia.com/wp-content/uploads/2023/08/out-of-school-children-UDISE
Plus-2021-22-ArunCMehta.pdf

Morén, Victoria, and Wandal, Elias. 2019. “The employment elasticity of econom-
ic growth: A global study of trends and determinants for the years 2000-2017”
University of Gothenburg, School of Business, Economics and Law. Available at:
https://gupea.ub.gu.se/bitstream/2077/61745/1/gupea_2077_61745_1.pdf

Murthy, S V Ramana. 2019. “Measuring Informal Economy in India: The Indian
Experience,” Seventh IMF Statistical Forum: Measuring the Informal Economy,
November 14-15, 2019, Washington, D.C. Available at: https://www.imf.org/-/me
dia/Files/Conferences/2019/7th-statistics-forum/session-ii-murthy.ashx

43


https://india.unfpa.org/en/publications/sex-ratio-birth-india- %09recent-trends-and-patterns
http://www.npr.org
https://www.npr.org/sections/goatsandsoda/2022/03/16/1084139074/this-burning-train-is-a-symbol-of-the-anger-of-indias-out-of-work-youth#:~:text=More than 12 million people,only a high school degree
https://www.npr.org/sections/goatsandsoda/2022/03/16/1084139074/this-burning-train-is-a-symbol-of-the-anger-of-indias-out-of-work-youth#:~:text=More than 12 million people,only a high school degree
https://www.npr.org/sections/goatsandsoda/2022/03/16/1084139074/this-burning-train-is-a-symbol-of-the-anger-of-indias-out-of-work-youth#:~:text=More than 12 million people,only a high school degree
https://www.npr.org/sections/goatsandsoda/2022/03/16/1084139074/this-burning-train-is-a-symbol-of-the-anger-of-indias-out-of-work-youth#:~:text=More than 12 million people,only a high school degree
https://www.conference-board.org/publications/publicationdetail.cfm?  %09publicationid=2002
https://www.conference-board.org/publications/publicationdetail.cfm?  %09publicationid=2002
https://www.bls.gov/opub/mlr/2002/08/art3full.pdf
https://www.mckinsey.com/~/media/mckinsey/featured insights/gender equality/the future of women at work transitions in the age of automation/mgi-the-future-of-women-at-work-report-july-2019.pdf
https://www.mckinsey.com/~/media/mckinsey/featured insights/gender equality/the future of women at work transitions in the age of automation/mgi-the-future-of-women-at-work-report-july-2019.pdf
https://www.mckinsey.com/~/media/mckinsey/featured insights/gender equality/the future of women at work transitions in the age of automation/mgi-the-future-of-women-at-work-report-july-2019.pdf
https://www.mckinsey.com/~/media/mckinsey/featured insights/gender equality/the future of women at work transitions in the age of automation/mgi-the-future-of-women-at-work-report-july-2019.pdf
https://www.ilo.org/employment/Whatwedo/Publications/ working- %09papers/WCMS_423613/lang--en/index.htm
https://www.ilo.org/employment/Whatwedo/Publications/ working- %09papers/WCMS_423613/lang--en/index.htm
https://educationforallinindia.com/wp-content/uploads/2023/08/out-of-school-children-UDISEPlus-2021-22-ArunCMehta.pdf
https://educationforallinindia.com/wp-content/uploads/2023/08/out-of-school-children-UDISEPlus-2021-22-ArunCMehta.pdf
https://educationforallinindia.com/wp-content/uploads/2023/08/out-of-school-children-UDISEPlus-2021-22-ArunCMehta.pdf
https://gupea.ub.gu.se/bitstream/2077/61745/1/gupea_2077_61745_1.pdf
https://www.imf.org/-/media/Files/Conferences/2019/7th- %09statistics-forum/session-ii-murthy.ashx
https://www.imf.org/-/media/Files/Conferences/2019/7th- %09statistics-forum/session-ii-murthy.ashx

Indian Politics & Policy

NASCOMM, FICCI and EY. 2022. Future of Jobs in India — A 2022 Perspective, a
report prepared by NASSCOMM, FICCI and EY, New Delhi. Available at: https://
ficci.in/spdocument/22951/FICCI-NASSCOM-EY-Report_Future-of-Jobs.pdf

Nair, Prashant R. 2020. “Increasing Employability of Indian Engineering Graduates
through Experiential Learning Programs and Competitive Programming: Case
Study” Procedia Computer Science 172 (2020): 831-837. (https://doi.org/10.1016/].
procs.2020.05.119)

National Commission on Population. 2020. “Population Projections for India and
the States, 2011-36: Report of the Technical Group on Population Projections.”
Ministry of Health and Family Welfare, Government of India, New Delhi. Avail-
able at: https://main.mohfw.gov.in/sites/default/files/Population%20Projection%
20Report%202011-2036%20-%20upload_compressed_0.pdf

OECD. 2023. Pensions at a Glance 2023: OECD and G20 Indicators. OECD
Publishing, Paris. https://doi.org/10.1787/678055dd-en.

Pingali, Prabhu. 2010. “Agriculture Renaissance: Making ‘Agriculture for Devel-
opment’ Work in the 21* Century.” In Prabhu Pingali and Robert Evenson (eds),
Handbook of Agricultural Economics, Volume 4. Elsevier BV, pp. 3867-94.

Pingali, Prabhu, Katie Ricketts, and David E. Sahn. 2015. “Agriculture for Nutri-
tion: Getting Policies Right” In David E. Sahn (ed.), The Fight Against Hunger and
Malnutrition: The Role of Food, Agriculture, and Targeted Policies. Oxford: Oxford
University Press.

Ramaraol, M. V. S,, J. Sanjay, R. Krishnan, M. Mujumdar, Amir Bazaz, & Aromar
Revi. 2019. “On observed aridity changes over the semiarid regions of India in a
warming climate.” Theoretical and Applied Climatology (136): 693-702. (https://
link.springer.com/content/pdf/10.1007/s00704-018-2513-6.pdf)

Reserve Bank of India. 2019. RBI Bulletin July 2019. Available at: https://rbidocs.
rbi.org.in/rdocs/Bulletin/PDFs/01AR11072019C6E50F97D88D48FEB06D
7056289DCD69.PDF

Singh, Ruchi. 2022. “Origin of World’s Largest Migrant Population, India Seeks to
Leverage Immigration.” Migration Policy Institute Brief No. 9. Available at: https://
www.migrationpolicy.org/article/india-migration-country-profile

Shen, Ke, and Yi Zeng. 2014. “Direct and Indirect Effects of Childhood Conditions
on Survival and Health among Male and Female Elderly in China.” Social Science
& Medicine 119: 207-14.

44


https://ficci.in/spdocument/22951/FICCI-NASSCOM-EY-Report_Future-of-Jobs.pdf
https://ficci.in/spdocument/22951/FICCI-NASSCOM-EY-Report_Future-of-Jobs.pdf
https://doi.org/10.1016/j.procs.2020.05.119
https://doi.org/10.1016/j.procs.2020.05.119
https://main.mohfw.gov.in/sites/default/files/Population Projection Report 2011-2036 - upload_compressed_0.pdf
https://main.mohfw.gov.in/sites/default/files/Population Projection Report 2011-2036 - upload_compressed_0.pdf
https://doi.org/10.1787/678055dd-en
https://link.springer.com/content/pdf/10.1007/s00704-018-2513-6.pdf
https://link.springer.com/content/pdf/10.1007/s00704-018-2513-6.pdf
https://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/01ART11072019C6E50F97D88D48FEB06D7056289DCD69.PDF
https://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/01ART11072019C6E50F97D88D48FEB06D7056289DCD69.PDF
https://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/01ART11072019C6E50F97D88D48FEB06D7056289DCD69.PDF
https://www.migrationpolicy.org/article/india-migration-country-profile
https://www.migrationpolicy.org/article/india-migration-country-profile

Demographic Changes in India: Implications for Policy

Smith, James P, John Strauss, and Yaohui Zhao. 2014. “Healthy Aging in China,’
Journal of the Economics of Ageing 4(2): 37-43.

Suraksha, P. 2023. “India mobile phone manufacturing is worth $44 billion, ex-
ports $11 billion: Ashwini Vaishnaw.” The Economic Times. 27 November 2023.
Available at: https://economictimes.indiatimes.com/tech/technology/india-mob
ile-phone-manufacturing-is-worth-44-billion-exports-11-billion-ashwi
ni-vaishnaw/articleshow/105540003.cms

Tafuro, Sara, and Christophe Z. Guilmoto. 2020. “Skewed sex ratios at birth: A
review of global trends” Early Human Development, Volume 141 (February),
104868. https://doi.org/10.1016/j.earlhumdev.2019.104868

Tian, Hanqin; Banger, Kamalji; Bo, Tao; Dadhwal, and Vinay K. 2014. “History
of land use in India during 1880-2010: Large-scale land transformations recon-
structed from satellite data and historical archives.” Global and Planetary Change
121, no. 1: 78-88.

The Economics Times. 15 August 2023. “India becomes 2nd largest mobile manu-
facturing nation: Counterpoint” Available at: https://economictimes.indiatimes.
com/industry/cons-products/electronics/india-becomes-2nd-largest-mobile-
manufacturing-nation-counterpoint/articleshow/102715599.cms

The Economic Times. 21 October 2021. “India needs to raise public health spend-
ing to 2.5-3.5% of GDP: Report.” Available at: https://economictimes.indiatimes.
com/industry/healthcare/biotech/healthcare/india-needs-to-raise-public-health-
spending-to-2-5-3-5-of-gdp-report/articleshow/87188111.cms?from=mdr

The Energy and Resources Institute and Shell Companies India. 2021. India:
Transforming to a Net-Zero Emissions Energy System. New Delhi. Available at:
https://www.shell.in/promos/energy-and-innovation/india-scenario-sket
ch/_jcr_content.stream/1617850096430/4dc1d51b4d29c3dfea47f0a57e9eef
62000a021b/india-transforming-to-a-net-zero-emissions-energy-system-scenar
io-sketch-report.pdf)

UNICEE. 2018. Children in China: An Atlas of Social Indicators. Available at https://
www.unicef.cn/sites/unicef.org.china/files/2019-04/Atlas%202018%20final %20
ENG.pdf

UNFPA. 2020. State of the World Population: 2020. Available at: https://www.unfpa.
org/sites/default/files/pub-pdf/UNFPA_PUB_2020_EN_State_of World_Popu
lation.pdf

45


https://economictimes.indiatimes.com/tech/technology/india-mobile-phone-manufacturing-is-worth-44-billion-exports-11-billion-ashwini-vaishnaw/articleshow/105540003.cms
https://economictimes.indiatimes.com/tech/technology/india-mobile-phone-manufacturing-is-worth-44-billion-exports-11-billion-ashwini-vaishnaw/articleshow/105540003.cms
https://economictimes.indiatimes.com/tech/technology/india-mobile-phone-manufacturing-is-worth-44-billion-exports-11-billion-ashwini-vaishnaw/articleshow/105540003.cms
https://doi.org/10.1016/j.earlhumdev.2019.104868
https://economictimes.indiatimes.com/industry/cons-products/electronics/india-becomes-2nd-largest-mobile-manufacturing-nation-counterpoint/articleshow/102715599.cms
https://economictimes.indiatimes.com/industry/cons-products/electronics/india-becomes-2nd-largest-mobile-manufacturing-nation-counterpoint/articleshow/102715599.cms
https://economictimes.indiatimes.com/industry/cons-products/electronics/india-becomes-2nd-largest-mobile-manufacturing-nation-counterpoint/articleshow/102715599.cms
https://economictimes.indiatimes.com/industry/healthcare/biotech/healthcare/india-needs-to-raise-public-health-spending-to-2-5-3-5-of-gdp-report/articleshow/87188111.cms?from=mdr
https://economictimes.indiatimes.com/industry/healthcare/biotech/healthcare/india-needs-to-raise-public-health-spending-to-2-5-3-5-of-gdp-report/articleshow/87188111.cms?from=mdr
https://economictimes.indiatimes.com/industry/healthcare/biotech/healthcare/india-needs-to-raise-public-health-spending-to-2-5-3-5-of-gdp-report/articleshow/87188111.cms?from=mdr
https://www.shell.in/promos/energy-and-innovation/india-scenario- sketch/_jcr_content.stream/1617850096430/4dc1d51b4d29c3dfea47f0a57e9eef62000a021b/india-transforming-to-a-net-zero-emissions-energy-system-scenario-sketch-report.pdf
https://www.shell.in/promos/energy-and-innovation/india-scenario- sketch/_jcr_content.stream/1617850096430/4dc1d51b4d29c3dfea47f0a57e9eef62000a021b/india-transforming-to-a-net-zero-emissions-energy-system-scenario-sketch-report.pdf
https://www.shell.in/promos/energy-and-innovation/india-scenario- sketch/_jcr_content.stream/1617850096430/4dc1d51b4d29c3dfea47f0a57e9eef62000a021b/india-transforming-to-a-net-zero-emissions-energy-system-scenario-sketch-report.pdf
https://www.shell.in/promos/energy-and-innovation/india-scenario- sketch/_jcr_content.stream/1617850096430/4dc1d51b4d29c3dfea47f0a57e9eef62000a021b/india-transforming-to-a-net-zero-emissions-energy-system-scenario-sketch-report.pdf
https://www.unicef.cn/sites/unicef.org.china/files/2019-04/Atlas 2018   %09final ENG.pdf
https://www.unicef.cn/sites/unicef.org.china/files/2019-04/Atlas 2018   %09final ENG.pdf
https://www.unicef.cn/sites/unicef.org.china/files/2019-04/Atlas 2018   %09final ENG.pdf
https://www.unfpa.org/sites/default/files/pub-pdf/UNFPA_PUB_2020_EN_State_of  %09_World_Population.pdf
https://www.unfpa.org/sites/default/files/pub-pdf/UNFPA_PUB_2020_EN_State_of  %09_World_Population.pdf
https://www.unfpa.org/sites/default/files/pub-pdf/UNFPA_PUB_2020_EN_State_of  %09_World_Population.pdf

Indian Politics & Policy

UNESCO and UNICEE 2016. “Estimating the Number of Out-of-School Chil-
dren” Montreal, Canada. Available at: http://uis.unesco.org/sites/default/files/
documents/estimating-the-number-of-out-of-school-children-india-case-study-
2016-en.pdf

Vos, Rob, and Andrea Cattaneo. 2021. “Poverty reduction through the develop-
ment of inclusive food value chains.” Journal of Integrative Agriculture, 20(4): 964-
978.

Waghmode, R, Jadhav, S, and Nema V. 2021. “The Burden of Respiratory Virus-
es and Their Prevalence in Different Geographical Regions of India: 1970-2020."
Frontiers in Microbiology vol. 12: 723850, Aug 31. doi:10.3389/fmicb.2021.723850

WHO. 2001. “Report of Global Commission on Macroeconomics and Health: In-
vesting in Health for Economic Development.” Geneva.

WHO. 2019. “Global Spending on Health: A world in Transition.” Geneva. https://
www.who.int/publications/i/item/WHO-HIS-HGF-HFWorkingPaper-19.4

World Inequality Report. 2022. https://wir2022.wid.world/
Zhou, Y., Wushouer, H., Vuillermin, D., et al. “Medical insurance and healthcare
utilization among the middle-aged and elderly in China: evidence from the China

health and retirement longitudinal study 2011, 2013 and 2015.” BMC Health Serv
Res 20, 654 (2020). https://doi.org/10.1186/512913-020-05522-w

46


http://uis.unesco.org/sites/default/files/documents/estimating-the-number-of-out- %09of-school-children-india-case-study-2016-en.pdf
http://uis.unesco.org/sites/default/files/documents/estimating-the-number-of-out- %09of-school-children-india-case-study-2016-en.pdf
http://uis.unesco.org/sites/default/files/documents/estimating-the-number-of-out- %09of-school-children-india-case-study-2016-en.pdf
https://www.who.int/publications/i/item/WHO-HIS-HGF-HFWorkingPaper-19.4
https://www.who.int/publications/i/item/WHO-HIS-HGF-HFWorkingPaper-19.4
https://wir2022.wid.world/
https://doi.org/10.1186/s12913-020-05522-w

Indian Politics & Policy « Vol. 4, No. 1 « Spring 2024

Remunicipalization of a Public-Private Partnership:
Lessons in Health Policy from Chhattisgarh, India

Deepika Joshi

Jan Swasthya Abhiyan, Chhattisgarh
Peoples Health Movement Global

deepikajoshi2008@gmail.com

Sulakshana Nandi

Public Health Researcher
sulakshana.nandi@gmail.com

ABSTRACT

The last few decades in India have seen a policy push towards Pub-
lic-Private Partnerships (PPPs) and they continue to remain a key
feature of health sector reforms in India. The emergence of PPPs in
healthcare relates to the country’s move towards commercializa-
tion of healthcare, influenced by both national processes and the
international political economy. In this paper, we provide a histori-
cal overview of health policy making on PPPs; discuss the evidence
on PPPs nationally and internationally in terms of their impact on
people and health systems; and through a case study of remunic-
ipalization of a public-private partnership from the Chhattisgarh
state of India provide insights on alternative pathways. Data collec-
tion methods for the case study include semi-structured interviews
of key functionaries involved in the process of remunicipalization
and patients who had received services from the hospital along
with secondary data and newspaper reports. The study shows that
alternative paths are possible for governments wanting to provide
quality, free and dignified health services within the public sector.
Strengthening government health systems and bringing in out-
sourced and privatized institutions and services into government
ownership are a key policy step towards health equity and universal
healthcare.

Keywords: public private partnerships, remunicipalization, health
systems strengthening, health equity, PPP
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Remunicipalizacion de una asociacion publico-privada:
lecciones de politica sanitaria de Chhattisgarh, India

RESUMEN

En las ultimas décadas en la India se ha producido un impulso po-
litico hacia las asociaciones publico-privadas (APP) y éstas siguen
siendo una caracteristica clave de las reformas del sector de la salud
en la India. El surgimiento de las APP en el sector de la salud se
relaciona con el movimiento del pais hacia la comercializacion de
la atenciéon médica, influenciado tanto por los procesos naciona-
les como por la economia politica internacional. En este articulo,
proporcionamos una descripcion histdrica de la formulaciéon de
politicas de salud en materia de APP; discutir la evidencia sobre
las APP a nivel nacional e internacional en términos de su impacto
en las personas y los sistemas de salud; y a través de un estudio de
caso de remunicipalizacion de una asociacién publico-privada del
estado de Chhattisgarh en la India, se ofrecen ideas sobre caminos
alternativos. Los métodos de recoleccion de datos para el estudio
de caso incluyen entrevistas semiestructuradas a funcionarios cla-
ve involucrados en el proceso de remunicipalizacién y pacientes
que habian recibido servicios del hospital junto con datos secun-
darios e informes periodisticos. El estudio muestra que son posi-
bles caminos alternativos para los gobiernos que quieran brindar
servicios de salud de calidad, gratuitos y dignos dentro del sector
publico. Fortalecer los sistemas de salud gubernamentales y hacer
que las instituciones y servicios subcontratados y privatizados pa-
sen a ser propiedad del gobierno son un paso politico clave hacia la
equidad sanitaria y la atencion sanitaria universal.

Palabras clave: asociaciones publico-privadas, remunicipalizacion,
fortalecimiento de los sistemas de salud, equidad en salud, APP
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Introduction

he last few decades in India have
Tseen a policy push towards Pub-

lic-Private Partnerships (PPPs),
and they continue to remain a key
feature of health sector reforms in the
country (Baru 2003; Baru and Nundy
2008; Singh 2020; Sarwal et al. 2021;
Prasad 2022). The emergence of PPPs
in healthcare relates to the country’s
move towards commercialization of
healthcare, influenced both by national
processes and by international political
economy (Baru 2003, Nandi et al. 2020).
In this paper, we provide a historical
overview of health policy making on
PPPs, discuss the evidence on PPPs
nationally and internationally in terms
of their impact on people and health
systems, and through a case study of
remunicipalization of a PPP provide in-
sights on alternative pathways in health
policy for improving health services.
In the current Indian context, where
the policy push in healthcare is show-
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ing trends toward PPPs and away from
public provisioning of health services
(Nandi 2020; Nandi and Joshi 2021;
Sarwal et al. 2021), this study aims to
demonstrate the potential of the public
sector in ensuring efficiency and equity
in healthcare services.

Historical overview

espite the Indian state’s socialist
Dleanings post-independence,

the national focus remained
on industrial growth while social sec-
tors like health and education were giv-
en low priority (Sen and Dreze 2002;
Duggal 2001; Amrith 2011). Histori-
cally speaking, investments in health
in India in terms of budgets have been
lower than in almost any other coun-
try (Sen and Dréze 2002). At the time
of Independence, the Bhore committee
of 1946 had comprehensively dealt with
the state of poor and inadequate health
infrastructure making comprehensive
recommendations but this was only
partially adopted (Duggal 2001). The
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form of public healthcare provision-
ing that the 1950s and 1960s and later
years saw, focused on the eradication of
diseases such as malaria, smallpox, and
Tuberculosis in a “techno centric ap-
proach” through vertical programmes,’
done mostly through the aid of inter-
national agencies (Duggal 2021). It was
in the decade following 1983 (the first
National Health Policy was formulated
in 1983) that the expansion of prima-
ry healthcare through Primary Health
Centres (PHCs) and Sub Health Centres
(SHC) took place (one PHC per 30,000
population and one SHC per 5,000 pop-
ulation). However, even though public
infrastructure was created, it remained
insufficiently resourced, parallelly lead-
ing to privatization and private sector
expansion in the health sector in this
period (Duggal 2001; MoHFW 2002).
It is important to note that the growth
of the private sector is related to the
underfunding of the public sector, and
both sectors are not discreet (Baru and
Nundy 2008).

Scholarshavenoted thatin the de-
cade of 1980 onwards, the Indian econ-
omy saw a marked “shift towards greater
commercialization and the opening of
the health sector to more private sector
investment” due to various events, in-
cluding the 1991 liberalization reforms
(Jeftery 2018). Before the 1980s, part-
nerships primarily involved non-profit
organizations and focused mainly on
National Health Programs, particular-
ly the Family Welfare Program (Nundy
2021). However, in the mid-1980s, the
concept of PPPs broadened to include
other National Health Programs such as
disease control and Reproductive and
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Child Healthcare programs, facilitated
by external funding from institutions
like the World Bank (Baru and Nundy
2008). Baru and Nundy (2008) make
a distinction between the PPPs of the
1990s and the ones prior to it wherein
the “former conceptualizes both part-
ners as equal and is arbitrated through
a formal memorandum of understand-
ing (MOU) while in the latter the role of
non-state players was peripheral to the
programme” (Baru and Nundy 2008).
The rationale behind collaborating with
the for-profit private sector was often
justified by the argument that the pub-
lic sector was not meeting its objectives.
However, this reasoning overlooked the
fact that states often lacked adequate
funding for healthcare and lacked an
appropriate regulatory framework for
the private sector to effectively deliv-
er social services (Jeffery 2018; Nandi
et al. 2021). While discussing the na-
tional picture, it is important to high-
light the variations within the Indian
states. For example, a state like Kerala
with Left-leaning politics, and a focus
on state involvement and strong local
health governance, or Tamil Nadu with
a history of progressive movements,
have done significantly better compared
to other states in public provisioning of
healthcare and health governance (Am-
rith 2011; Balabanova 2013).

PPPs and influence
of ideologies and
international processes

he PPPs have been defined as
“a more or less permanent co-

operation between public and



Remunicipalization of a Public-Private Partnership

private actors, through which the joint
products or services are developed and
in which the risks, costs and profits are
shared” (Montagu and Harding 2012,
15). Scholars have also categorized all
forms of interaction between the private
sector and the government as PPPs (Ra-
man and Bjorkman 2008). The neo-lib-
eral ideology and ethos have served as a
conceptual and motivating framework
for policies of privatization and PPPs
(Baru and Nundy 2008). Some features
of this ethos are: reduction of govern-
ment’s role in economy; retrenchment
of the welfare dimension of the state,
such as, privatizing public assets, reduc-
ing public expenditure, a market-based
approach, and deregulation; and lastly
individual responsibility replacing the
concepts of public goods and commu-
nity (Sakellariou and Rotarou 2017).
Such ideological apparatus was neces-
sary to bring in policies that gradually
or swiftly aided the commercialization
of healthcare in different ways.

The election of conservative gov-
ernments in the 1980s (Thatcher in the
UK, Reagan in the U.S., Kohl in Ger-
many) accompanied by events of reces-
sions led to a swift proliferation of this
ideology. Following the debt default of
developing countries, structural adjust-
ment policies (SAP) were imposed on
indebted countries (Baum et al. 2016).
The SAPs meant a reduction of public
health budgets, opening of markets, re-
duction in regular and secure recruit-
ment/hirings and so on (Sengupta et
al. 2018; Steendam et al. 2019; Pownall
2013; Nandi et al. 2020). As such, it is
believed that neo-liberalism pushed for
a market economy in public healthcare,
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education, and social security sectors
(Baum et al. 2016). Multilateral orga-
nizations were also influenced by the
international processes and in these
decades came to endorse public-pri-
vate collaborations in the health sector
(Baru and Nundy 2008; Nandi et al.
2020). Although involving the private
sector through a PPP is different from
outright privatization these PPPs have
been seen as a continuation of the pro-
cess of commercialization of the health
sector (Fabre 2019; Baru and Nundy
2017; PHM 2022). The PPPs have taken
different forms in recent decades, and
implemented widely all over the world,
particularly in lower- and middle-in-
come countries (Rao et al. 2018; Fabre
2019; Nandy et al. 2021; Nandi 2023;
Sundararaman and Garg 2022; Mukho-
padhyay and Sinha 2019). In the recent
years PPPs have been globally promot-
ed within the framework of universal
health coverage (UHC),* with the stated
objectives of improving equity, access,
financial protection, and coverage of
health services (Kumar and Birn 2018;
PHM 2022). In India, this is being seen
in the rolling out of a Publicly Funded
Health Insurance scheme (PHFIs), in
the form of Pradhanmantri Jan Arog-
ya Yojana (PMJAY). In this form, em-
panelled private hospitals are expected
to provide health services (currently
mostly limited to tertiary level) while
the government finances/reimburses
them for these services instead of pro-
viding/strengthening it in the govern-
ment sector. Studies evaluating these
schemes in India have shown their in-
ability to provide financial protection,
occurrence of distress financing and
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adverse impact on women and other
marginalized communities (Nandi et
al. 2022, Bhageerathy et al. 2021; Nan-
di 2020; Garg et al., 2020; Garg et al,,
2023).

Evidence related to PPPs
in India and globally

verall, the academic literature
O covering PPPs in healthcare is

scarce (Fabre 2019; Nundy et
al. 2021). A literature review of existing
evidence at best suggests that the per-
formance of PPPs has been mixed in
terms of its “success.” It has been noted
that at the beginning a PPP may bridge
the immediate gap in an otherwise
non-existent or weak system and make
services available possibly leading to an
increase in initial uptake and utilization
of these services (Nundy et al. 2021;
Nandi et al. 2021). Evidence shows
the adverse impact of PPPs on people’s
health, particularly on women and in-
digenous and other marginalized com-
munities, health worker rights, health
governance, accountability and trans-
parency, public healthcare system and
healthcare costs (Joudyian et al. 2021;
Carvalho and Nuno 2022; Nandi et al.
2022; Tizard and Walker 2018; Gideon
and Unterhalter 2017; Kotecha 2017;
Hall 2015; Enriquez and Blanco 2023).
Recent studies have linked privatiza-
tion and outsourcing of health services
and facilities to declining quality of
care with negative effects on health out-
comes, staffing, and accessibility (Goo-
dair and Reeves 2024). Additionally,
experiences in India on implementing
PPPs show that often they do not take
off or fail in implementation (Nandi et
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al. 2021; Nandi and Joshi 2018a; Nandi
and Joshi 2018b). Rajasulochana and
Dayashankar (2020) note that the en-
thusiasm for PPPs in healthcare has,
however, not been accompanied by
a willingness to draw lessons from it.
They argue that even the basic tenets of
design and implementation of the PPP
model have not been met, and in their
absence, PPPs have become wasteful
and burdensome on the public exche-
quer. Theoretically too, there has always
been the danger of the private partner
prioritizing profit or revenue maximi-
zation at the cost of issues of equity and
poverty (Roy 2017; Mitchell n.d.).

Different rationale are being pro-
vided to introduce PPPs. These include
presenting the private sector as more ef-
ficient than the public sector, and com-
petition as a solution for overcoming
market failure, reducing costs, and en-
hancing efficiency. This view portrays
the government as lacking the capacity
to provide services, regulate, and pro-
cure, among other factors (Sundarara-
man and Garg 2022). Another rationale
given for PPPs is the scarcity of state
resources available with the state (Baru
and Nundy 2017; Carvalho and Nuno
2022) and in that framework partner-
ships with the private sector are viewed
as a solution, a source of greater in-
vestments, and a way of filling gaps in
delivery of clinical and/or nonclinical
services (Baru and Nundy 2017). How-
ever, this argument does not stand any
longer as under the UHC framework,’
a policy of purchaser-provider split and
“strategic purchasing™ is advocated,
which effectively means private provi-
sioning of health services but with pub-
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lic funds (Nundy et al. 2021; PHM 2022;
Sundararaman and Garg 2022; Nandi et
al. 2020; Kumar and Birn 2018; Sinha
2022). At the same time, evidence from
many “low resource” countries or re-
gions, such as Thailand and Sri Lanka,
suggests that better health and social
outcomes can be achieved (often better
than others at a similar level of income)
through political will and socially pro-
gressive policies reflected in public pro-
visioning of health services (Balabano-
va 2013; Tangcharoensathien et al. 2018;
Kumar and Birn 2018). Even in India,
states such as Kerela and Tamil Nadu
have done significantly better in terms
of public sector healthcare provision-
ing, which was also reflected during the
Covid-19 pandemic (Balabanova 2013;
Adithyan and Sundararaman 2021).

Remunicipalization of
Advanced Cardiac Institute
(ACI) in Chhattisgarh, India

The following case study is about
remunicipalization of a tertiary
hospital, Advanced Cardiac In-
stitute (ACI), which was initially built
as a PPP in Chhattisgarh state of India.

(Re)municipalization is understood as

the creation of a new public service—
municipalization— or reversals from a
period of private management—remu-
nicipalization (Kishimoto et al. 2020).
Through documenting and analyzing
the remunicipalization process of ACI,
we aim to illustrate the alternative pol-
icy pathways to PPPs, their strengths,
advantages for people, and the public
healthcare system over PPPs. The case
study (Joshi and Nandi 2021) was un-
dertaken as part of the larger research
project on municipalization and de-pri-
vatization. The case was identified as
an instance of remunicipalization. The
study aimed to understand the impact/
effect of the remunicipalization on the
provision of health services and draw
lessons (if any) in health policy from
it. Data collection methods included
semi-structured interviews of key func-
tionaries involved in the process of re-
municipalization and patients using the
services (Table 1). Additionally, review
of hospital data, government docu-
ments, and media articles was under-
taken. The researchers manually ana-
lyzed the qualitative data, guided by the
study objectives and emerging themes.
Informed consent was obtained from
all respondents in the study.

Table 1: Respondents (health officials) and their designations

Interview Respondents

Position

Resp. 1 HoD, Cardiology Department, ACI

Resp. 2 Medical Social Worker

Resp. 3 Ex-Dean, Bheem Rao Ambedkar Medical College
Hospital

Resp. 4 HoD, Cardiothoracic and Vascular Surgery (CTVS)

department, ACI

Resp. 5

Physician Assistant
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Background

n 2000, soon after Chhattisgarh was
Icarved out from Madhya Pradesh,

the government of the newly
formed state was under political pres-
sure to show visible expansion of health
services (Garg 2019). There was a ris-
ing demand from the upper classes for
tertiary care services, and thus start-
ed the first wave of PPPs in the state
during which PPPs for critical cardiac
care and gastroenterology were intro-
duced (Garg 2019). In this background,
in 2002, a “state-of-the-art Heart Com-
mand Center” (henceforth called Es-
corts HCC) was set up in partnership
with the Escorts Heart Institute and Re-
search Centre (EHIRC),> which was se-
lected through a non-competitive pro-
cess on the basis of their reputation as
a nationally renowned corporate group
focused on tertiary cardiac care (Datta
2020; Garg 2019).

The EHIRC was to “manage and
operate” the Escorts HCC, according to
the Agreement (MoU or Memorandum
of Understanding) between EHIRC Ltd
and the Chhattisgarh State Government
for establishing Heart Command Cen-
tre (HCC) on 29 August 2002 (copy of
the MoU obtained by Authors). It was
set up in Raipur, the capital city, adjacent
to Dr B.R. Ambedkar Memorial Hospi-
tal (popularly known as Mekahara), the
biggest government medical college and
hospital in Chhattisgarh and an end re-
ferral point for people of the state.

The State Government provided
all initial capital costs, including land
for the hospital, all medical equipment,
basic and supporting infrastructure, and
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facilities. The Escorts HCC on its part,
was to recruit all the required medical
and non-medical staff and take respon-
sibility for procuring medicines, surgi-
cal materials, and other consumables.
Other running costs such as electricity,
water supply, waste management, etc.
too were to be paid by the Escorts HCC
on a cost basis. The contract was for a
five-year term, and it was renewed twice
between the period 2002 and 2017.

The contract conditions were as
follows, according to the MoU:

Escorts HCC was to have full free-
dom to carry on the operations and
management of the HCC includ-
ing without limitation, fixation of
schedule/tariffs, without any inter-
ference by, or reference, to the state
government.

Escorts HCC was to make 15 per-
cent of beds available for patients
below the poverty line referred by
the state government (however,
medicine, disposables, and con-
sumables may have to be paid by
the patient or the state).

Escorts HCC was to give a 15 per-
cent discount for employees of state
government for services but exclud-
ing medicines, consumables, etc.

EHIRC was entitled to bill and col-
lect, in EHIRC’s name and own
account, fees for services rendered
and medicines, food and other ma-
terials supplied to patients. All prof-
its and losses from the management
and operations of Heart Command
Centre were assigned to the account
of EHIRC.
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These conditions meant that the hospi-
tal was free to charge as much money as
they wanted, and the concessions were
defined only as a proportion of unspec-
ified market rates (Garg 2019). There
was no provision for agreeing upon the
rates of treatment jointly. Additionally,
the Escorts HCC was also supposed to
provide access to students of Pt. Jawa-
har Lal Nehru Memorial Medical Col-
lege, Raipur (which is linked to Dr.
BRAM Hospital) and state government
employees for educational and training
purposes.

In 2017, amid reports of under-
performance and non-fulfillment of the
contract (Dutta 2020), the Chhattisgarh
government decided to not renew the
contract with Escorts HCC for a third
time and instead to provide and im-
prove these services through the Gov-
ernment run Cardiology Unit (GCU)
and later the Advanced Cardiac Insti-
tute (ACI).6

The specific reasons for non-re-
newal of the contract as understood
from the study respondents were as fol-
lows:

Failure of the PPP to provide cardiac
services to the poor: The Escorts HCC
had failed to provide free treatment for
patients who are poor and unable to af-
ford its high treatment rates. The only
obligation that the Escorts HCC had
was to reserve 15 percent beds for poor
patients but even that went unused as
there were no caps on the cost of care.
Since all services were charged and very
expensive, it was largely the rich pa-
tients who could access these services
(Resp. 1; Resp. 3; Patient 4; Garg 2019).
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Failure of the PPP to provide training
to medical students: Escorts HCC did
not provide any facilities for training
to the students enrolled in the Med-
ical College despite the clause in the
MoU signed. It was also expected that
they would train government doctors
and specialists who could take over the
functions in a few years, but there was
no capacity building of local doctors
and other health personnel (Shrivastava
2021; Shrivastava 2017e; Resp. 1).

Failure to provide integrated services:
The Escorts HCC functioned as an in-
dependent private hospital, with no
integration with the government med-
ical college and hospital next door (for
cross-referrals and other coordination).
A door between the two hospitals was
supposed to facilitate the movement of
patients and hospital staff, but it always
remained closed (both metaphorically
and physically).

Failure to provide tertiary level cardiac
services even to those who could afford it:
The Escorts HCC was seen as a failure
both by the government and the elites
who were supposed to benefit from it.
They failed to provide the range and
number of services that were expected
as they could not recruit or retain high-
ly-skilled surgeons, and their doctors
began conducting surgeries in other
private hospitals in the city (Garg 2019).

Capacities built within the government
system to provide cardiac services: Real-
izing the need to develop its own capac-
ities, the state government had started
setting up an in-house Government
Cardiology Unit (GCU) within Dr.
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BRAM Hospital from 2009 onwards.
Until 2014, the GCU undertook angi-
ography-related procedures, which was
expanded with the setting up of a Cath
lab facility, adding a 40-bed intensive
coronary care unit (whereas the pri-
vately-run Escorts HCC had 8 beds in
ICCU), hiring and training of staff and
other facilities (Shrivastava, 2017b).
Initially, Cardiologists from Delhi
would come to Raipur once or twice a
month and do basic cardiac procedures
and also train the hospital staff. In 2010,
a paid study leave was provided to one
of the hospital faculty for three years for
Doctor of Medicine (DM) training in
Cardiology at the Postgraduate Institute
of Medical Education and Research,
Chandigarh (PGIMER). This hospital
faculty joined back in Dr. BRAM Hos-
pital after the training and currently
heads the cardiology department at
ACI. Subsequently, three junior nursing
staff and a senior nursing staft were sent
to PGIMER, Chandigarh, for two weeks
to be trained and received distinction
as Cardiac Trained Nurses. They came
back and further trained other nursing
staff, thus resulting in horizontal skill
spread (Shrivastava 2021; Resp. 3).

Government run Cardiology Unit (GCU)
was performing much better than the
Escorts HCC PPP and was demanding
a separate unit, budget head, and more
finances: A comparison of Escorts HCC
with the existing government-run cardi-
ology unit in 2017 shows that the GCU
was doing much better than Escorts
HCC in terms of types of facilities avail-
able, affordability, and equity (Shrivas-
tava 2017d). Being located within a larg-
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er tertiary hospital helped the GCU to
provide more comprehensive specialist
and ancillary services (Refer to Table 2).

Prior to 2017, the government
doctors and administration had been
asking for a separate Cardiology de-
partment within which the GCU could
function (Resp. 1; Shrivastava 2017b;
Shrivastava 2017c). A one-time budget
proposal of Rs 130 crore was submitted
for the financial year 2017-18 (of which
Rs 21 crore was sanctioned: Resp 1) so
that full dedicated cardiology services
could be initiated, and these were to be
housed under the name Advanced Car-
diac Institute (ACI). This proposal was
sent after the government had decided
not to renew the MoU with Escorts. As
arespondent explained: “the prior sanc-
tioned budget (21 crore approved out of
130 crore proposed) was very crucial
in the transition process from Escorts
HCC to ACI and made the transition
process smooth” (Resp. 3).

Process of remunicipalization
nce the state government took
Othe decision not to renew the
MoU of Escorts HCC it was
handed over to the government med-
ical college (Pt. JN Medical College)
and hospital (Dr. BRAM Hospital). The
strengthening of cardiology services in
the GCU within the government set-up
helped the Dean and doctors in build-
ing a case that even if the MoU with the
Escorts HCC was not renewed the gov-
ernment would be able to take it over
and operate it effectively (Shrivastava
2017c). The argument for remunicipal-
ization was also made under the pub-
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Table 2: Comparison of Escorts HCC and GCU in 2017

Services etc.

Parameter Escorts Fortis run | Dr BRAM Hospital
HCC Government
Cardiology Unit
Human Resource | Cardiologists One Two
Cardiac Surgeon One Two
Cath Lab One One
Technician
Number of Beds | Total Beds 40 Beds -
ICCU Eight 40 ICCU beds
Complex Cardiac | Paravalvular Leak NIL One
Interventions Device Closure
done (Number of Coarctation of NIL Two
cases) Aorta Stenting
Bilateral Renal - One
Artery Stenting
Ruptured Sinus of NIL Two
Valsalva Aneurysm
Neonatal Cardiac - One
Interventions
Equipment Cardiac Initially very State of the
Catheterization inferior portable art - excellent
Laboratory Cardiac quality Cardiac
Catheterization Catheterization
Laboratory which Laboratory
was upgraded to
a mediocre-level
machine
Echocardiography Low to Most advanced
machine medium quality Echocardiography
echocardiography machine
machine
Ancillary Blood Bank, In Lacked entirely All services are
Services house pathology, in house and
availability Pediatric, functioning
Nephrology optimally

Source: Shrivastava (2017d)
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lic goods logic wherein services like
healthcare are supposed to be provid-
ed by the state, away from the market
logic (Shrivastava 2021). Thus, with
the agreement of the state government
and doctors and administrators of Dr.
BRAM Hospital and Pt. JN Medical
College, the process of handing over
Escorts HCC PPP to government own-
ership proceeded (Resp. 3).

The transition process that en-
sued was time-consuming and cumber-
some (Resp. 3). The new government
team who were to be responsible for the
ACI faced several challenges. The first
challenge was making the necessary
equipment and infrastructure available
and functional, as the Fortis Escorts
group had taken away all the equip-
ment (Angiography unit, ICU set up,
and Heart-Lung machine, etc.) despite
requests made to them to leave them.
They were unable to build more floors
above the existing building, as the
ceiling turned out to be a false ceiling
(Resp. 3). Replacing the equipment and
recruiting staff took time. Whenever
required, staft from Dr. BRAM Hospi-
tal was deployed (Resp 3). The ACI was
still “underfunded and poor compared
to Escorts [HCC]” (Resp 3).

Despite all these challenges, the
GCU shifted to a bigger premise (with
the exception of catheterization lab) in
2017 where the Escorts HCC PPP was
functioning previously and came to
be known as ACI. At the time the case
study was written, the ACI had two de-
partments—Cardiology and cardiotho-
racic and vascular surgery (CTVS). The
patients come to the main Dr. BRAM
Hospital, pay user charges for Cardi-
ology department/ CTVS department,
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and head to the ACI department in the
adjacent building.

The Escorts HCC was purposely
re-named as the “Advanced Cardiac
Institute” (ACI) and not named after a
politician or popular leader (which is
usually the practice) so as not to seem
partisan to any particular political par-
ty or ideology (Resp. 1). It was thought
that this would ensure the sustainability
of the name and the government’s com-
mitment even in the event of any future
change in government. The timeline of
the remunicipalization is illustrated in
Figure 1.

Impact of remunicipalization
on the Availability,
affordability, and accessibility

of cardiac services
¢
Icome in cars, now in ACI peo-
ple come in two-wheelers™
The most significant and common ob-
servation across all interviews (hospital
staff, patients, administration) was the
change in the profile/ socio-economic
background of patients coming to the
hospital after being remunicipalized.

n Escorts HCC patients would

Escorts was running it like a pri-
vate hospital. Rich people can
fly to Kokila Ben [hospital in
Mumbai] or AIIMS [hospital in
Delhi] for operation. The clien-
tele shifted after the handover.
Till it was Escorts [HCC] people
in car would come as patients.
After being taken over [by gov-
ernment] people come in two
wheelers and from all over state
(Resp. 3).
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Private Fortis Escorts run Heart
Command Centre (Escorts HCC

PPP)
Government  Cardiology  Unit
(GCU) functioning within the

medicine department of Dr. BRAM
Hospital parallel to Escorts HCC

Government  Cardiology  Unit
(GCU) mentioned above shifted to
new premises (except few services)
where Escorts HCC was running
and named Advanced Cardiac

Institute (ACI).

20022017

2009-2017

In 2017 contract with
Private Fortis Escorts not
renewed

2017 to present

Figure 1: Timeline of Remunicipalization

This is illustrated by the follow-
ing case study: Reema (name changed)
had a hole in her heart and was brought
to the GCU (when the cardiology unit
was running under the medicine de-
partment and was not yet ACI) during
2014-15. Her father worked as a cook
in a hotel in Bilaspur district, which
is two hours away from Raipur. He
shared that they had already spent a lot
of money on private hospitals (nearly
Rs. 1.5 lakh) for their daughter’s treat-
ment. He then came to Raipur to get his
daughter’s treatment in a reputed char-
itable hospital through open-heart sur-
gery. However, later they learnt through
an advertisement in the newspaper that
their daughter’s treatment could be
done at the GCU through “button treat-
ment” (possibly a less invasive proce-
dure) rather than an open heart. There-
fore, they chose to take their daughter

59

to GCU. The procedure was successful
and Reema’s father was very satisfied
with the procedure even after all these
years.

Free and affordable cardiac services: The
Escorts HCC used to charge patients
exorbitant and wunregulated market
prices. They were supposed to provide
a 15 percent discount to government
officials and had a 15 percent quota for
people belonging to lower socio-eco-
nomic categories. They were also to im-
plement existing government schemes
providing reimbursement or public-
ly-funded health insurance. However,
other than some procedures on chil-
dren suffering from heart defects un-
der the Chief Minister’s Child Heart
Scheme (Mukhyamantri Bal Hrudaya
Yojana) (we came across three or four
such patients), they didn’t implement
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either the quota or other government
schemes properly.

The ACI on the other hand pro-
vides services free of cost to patients
belonging to lower socio-economic cat-
egories as identified by the government.
For those who do not fall into this cat-
egory, the services remain free, though
they are required to buy those consum-
ables that cost beyond Rs. 50,000, such
as stents. Additionally, ACI implements
the state’s universal publicly- funded
health insurance scheme’ which cov-
ers the costs of treatment for both the
poor and non-poor. However, in us-
ing such schemes patients sometimes
face delays in approvals. The maximum
amount reimbursed by government to
the hospital for one of the procedures
till now is Rs. 1,900,000. Respondent 6
(aged 70 years) was very satisfied with
his treatment as he couldn’t have been
able to afford this amount of money for
his procedure otherwise. However, he
did complain that it took two months to
get his 19 lakhs sanctioned. Therefore,
the delays in processing/approving the
support amount to patients is a gap that
needs to be filled.

Most beneficiary respondents in
the study belonged to poor and low-
er-middle or middle-class backgrounds
and had highly benefitted from the free-
of-cost service that they received. For
instance, Jagannath (name changed,
aged 76 years old) is a retired private
school teacher in Mahasamund district.
He started developing chest pains in
2015. He went to the district hospital
and then consulted a doctor in Meka-
hara, Raipur. The doctor advised him to
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visit GCU (which was not yet renamed
ACI). A stent for Rs 1.5 lakh was need-
ed for his angiography which was pro-
vided by the hospital itself. He opined:
“A poor patient considers many things
about money, resources, time before
going for such procedures and it is a
great relief especially for poor patients
as many services are available in ACI
itself”

Strengthening of referrals and integrat-
ed services: One of the biggest failures
of the Escorts HCC was the lack of
coordination with the adjoining gov-
ernment hospital. The MoU between
EHIRC and the government had stated
that both would coordinate regarding
referrals, particularly of patients below
poverty line. However, this never hap-
pened and Escorts HCC continued to
function as a stand-alone entity. After
the ACI became functional, coordina-
tion between it and the main hospital
was streamlined. Regular and emergen-
cy patients in Dr. BRAM Hospital are
referred to ACI when required (Resp
1). The two hospitals complement each
other, providing services to the patient
as required. The door between the two
hospitals (mentioned above) now stays
open facilitating communication and
movement between the two hospitals.

Expansion of quality cardiac care ser-
vices: The expansion of cardiac services
within the government system started
with the setting up of the GCU pri-
or to 2017, as discussed in the section
above. Shifting to a separate premise in
2017 as ACI, with additional finances
and individual budget head helped to
expand the services further. In August
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2020, a Cathlab machine was installed
in ACI further improving the standard
of care (Resp. 5). In addition to Cardi-
ology, the department of CTVS became
operational, with a dedicated operation
theatre and post-operative ward (Shri-
vastava 2017e). The establishment of
the CTVS department led to thoracic,
lung surgery, and vascular surgeries,
which were happening for the first time
in the state (in either the public or the
private sector). These procedures which
are otherwise very costly, are provided
free of cost in ACIL. The ACI has also
maintained good standards and uses
the best quality equipment, which may
not even be available in private hos-
pitals. For instance, the valves used in
Mitral Valve Repair (MVR) procedure
at the ACI are very expensive in the
private sector, which then ends up us-

ing substandard quality valves for the
sake of cost cutting. This clearly contra-
dicts the popular narrative about how
the private sector has better quality
and more advanced services (Resp. 4).
“Such availability of complex proce-
dures in a government facility for zero
or nominal charges is not common in
a public system and largely benefits the
poor who would otherwise not afford
these procedures” (Resp. 4).

Increase in outpatients seeking care: In
terms of the number of outpatients,
there has been a steady increase since
the handover, from Dec 2017 to 2019
(Figure 2). The reduction in numbers in
2020 and onwards can be attributed to
COVID-19 pandemic and suspension/
restriction of health services during
that period.

Figure 2: Outpatient department (OPD) numbers in Cardiology
and CTVS department of ACI

Source: ACI OPD data collated by authors

Increase in number of Cardiac Procedures, including complex procedures: The year-
ly procedures done in GCU/ACI has increased steadily since 2013 (Figure 3). In
2020 and 2019, there was a decrease in procedures due to the Covid-19 pandemic
and also because there was no machine to operate (Resp. 1).
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Figure 3: Cardiac procedures in ACI over the years

Source: Shrivastava 2017a

Strengthening capacities within the pub-
lic sector through health workforce train-
ing and research: The process of setting
up a cardiac care unit within the gov-
ernment system simultaneously built
capacities of government doctors and
nurses in providing these services and
undertaking other functions such as
procurement, budgeting, etc. The insti-
tute has sanctioned 36 posts for human
resources recently including cardiac
anesthetists, two associate professors of
cardiology, and one general physician
(Dainik Bhaskar 2021).

The ACI plans to expand its ini-
tiatives by offering courses and training
sessions for cardiologists and cardiac
care nurses in each district of the state.
It plans to establish advanced train-
ing programs like Doctor of Medicine
(DM), Master of Chirugiae (MCh),
Cath lab, Technician, and Perfusionist
courses and introduce sub-specialties
such as Electrophysiology and Pediat-
ric Cardiology. Furthermore, the ACI
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plans to provide consultation services
and protocol guidance through telecon-
ferencing (Shrivastava, 2017d; Resp. 1).
Since its establishment, ACI has also
worked to improve its research output,
publishing in international and national
journals and two chapters in a textbook
on cardiology (Shrivastava 2017e).

Better equity and working conditions for
health workforce: Under the MoU, Es-
corts Fortis was to hire all medical and
para-medical staff who were to be their
employees or consultants. The staff re-
cruitment being done by a private entity
was not expected to follow the reserva-
tions meant for the historically margin-
alized social categories as defined in the
Indian Constitution for affirmative ac-
tion and social justice. Government on
the other hand is compelled to follow
the affirmative action norms and im-
plement other social security benefits
that come with a regular government
job and which are more equitable. Us-
ing PPPs or other outsourcing arrange-
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ments to bypass pro-labour and social
justice norms has been documented in
other contexts too (Nandi et al. 2021).

Along with all these achieve-
ments, the ACI has been facing chal-
lenges recently in terms of a shortage
of staff, especially of nursing and pa-
ra-medical staft and finances and delays
in procurement and supply of equip-
ment and consumables, which is affect-
ing its performance and slowing down
the further expansion of services (Resp.
1, Resp. 3, and Resp. 4).

Discussion

n summary, the two models (Es-
Icorts HCC PPP and the remunici-

palized ACI) functioned differently
in terms of their costs to the patients.
While ACI largely provides services
without cost, the PPP unit had very
high costs to the patient. This is also the
reason for most patients from higher
economic strata visiting and taking ser-
vices from the PPP unit as opposed to
the publicly owned unit which is visited
by poorer patients due to its no-cost or
subsidized services. The publicly owned
unit also worked to provide a vast range
of cardiac services compared to the lim-
ited cardiac services offered by the PPP
unit. While the publicly owned unit
could seamlessly integrate and leverage
existing public health system services,
while also contributing through train-
ing and capacity building, this integra-
tion and contribution was not observed
with the PPP unit. Lastly, the PPP unit
was not bound to follow affirmative
health action for socially oppressed sec-
tions in terms of hiring as mandated in
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the Indian constitution. Many of these
services and provisions, which could
not be delivered by the PPP unit, were
mandated in its MoU with the govern-
ment.

The differences that emerge in
functioning of the public sector (espe-
cially a well-functioning one) versus a
profit-oriented healthcare model are
not new (PHM 2022; Sundararaman
and Garg 2022; Nandi et al. 2020; Ku-
mar and Birn 2018; Balabanova 2013;
Tangcharoensathien et al. 2018). Glob-
al experience shows that PPPs and the
privatization of healthcare generally fail
to deliver on their promises. Publicly
managed services, on the other hand,
tend to be more focused on quality,
universal access, affordability, and in
the achievement of broader social and
environmental objectives (Kishimoto et
al. 2017). Additionally, public provid-
ers are often both more innovative and
more efficient than private operators
(Kishimoto et al. 2017).

It is important to note that the
remunicipalization was not merely
change in technical ownership. The ad-
ministrators/doctors who facilitated
the remunicipalization process located
it within the understanding that health
is a public good, to be provided by the
government through ensuring ade-
quate budget allocation and other nec-
essary support. The role of the state in
health and other key sectors was envis-
aged as primary and significant (Shri-
vastava 2021). There was a lot of pride
and ownership among the doctors/ad-
ministrators on being part of this remu-
nicipalization process and steering it.
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Such an understanding helped to guide
the process and institute to truly serve
people’s interests as we discussed in
the point above. Additionally, the gov-
ernment setup had started building its
in-house capacities in cardiac care even
before the actual remunicipalization,
and that helped strengthen the case for
remunicipalization of Escorts HCC. It
is important to note that even though
a few motivated people within the de-
partment were responsible for steering/
leading the remunicipalization process,
this was done through strengthening
the institutional structures involved.
Without this and without the support
of the larger government machinery
and leadership, political and executive,
it would not have been possible to bring
changes mentioned in the article such
as allocation of the new budget, hiring
and training of human resources, pro-
vision of complex and challenging car-
diac procedures, formation of separate
cardiology and CTVS departments, etc.

The study shows that high-end
and rare procedures were now made
available in government facility free of
cost or at nominal cost. Such high-end
services for free are not usually ex-
pected in a country like India where
the public health system struggles to
provide basic health services amidst
underfunding and under resourcing.
However, some of the best tertiary level
hospitals in the country are public ones,
such as All India Institute for Medical
Sciences, Postgraduate Institutes of
Medical Education and Research, and
so on. While there is an emphasis that
these procedures are “free” in the gov-
ernment facility, ACI ensures that there
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is no compromise in the quality of ser-
vices. The quality of equipment used in
GCU/ACI is at par or even better than
what is available in the private sector,
contradicting the oft-repeated narrative
that private sector provides better quali-
ty healthcare services. The study adds to
the list of studies and research in recent
times that questions these notions en-
trenched around for long and are finally
being challenged by communities and
researchers (Nandi et al. 2021; Kishimo-
to et al. 2017; Oxfam 2014; Averill and
Dransfield 2013; Kumar and Birn 2018;
Balabanova 2013; Tangcharoensathien
et al. 2018; Goodair and Reeves 2024).
The experience during the COVID-19
pandemic reinforced this (Freeman et
al. 2023).

While this study did not do a
cost comparison, being located within
an integrated health unit (government
medical college and hospital) helps to
save costs through streamlining with
other services already being provid-
ed. For instance, when there were staft
shortages for the cardiology unit, staff
from the government hospital could be
deployed to address the shortfall. Simi-
larly, already existing ancillary services
(such as blood bank, diagnostic, pedi-
atric services, etc.) in the government
hospital are used by ACI, instead of
having to develop their own systems.

As discussed above, the institute
has plans to strengthen publicly pro-
vided cardiac care services at second-
ary and primary levels. Chhattisgarh
is undergoing an early epidemiological
transition (WHO India 2022; Jain 2015)
where NCDs are now the leading cause
of mortality in the population above
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the age of 40 years, with 33.5 percent
deaths due to cardiovascular diseases
and 11.6 percent due to cancer (ICMR
et al. 2017). In this context, such tertia-
ry level services will be very useful for
referrals and continuity of care, linked
to primary (Health and Wellness Cen-
tres) and secondary level (WHO India
2022; Nandi 2022).

The functioning of the ACI in
public set up has brought its own chal-
lenges of shortage of Human Resourc-
es, delays and shortages in procurement
and equipment, linked to structural is-
sues of human resources, governance,
and finances that need to be resolved
(WHO and SHRC 2019).

The decision to remunicipal-
ize Escorts HCC was taken towards
the end of the right-wing party’s rule
which had been in power for 15 years
and whose policies otherwise promote
commercialized healthcare. The oppo-
sition party replaced them in Decem-
ber 2018, which had campaigned with a
progressive and socialist-leaning mani-
festo. They promised universal health-
care with a strong vision for strengthen-
ing the public healthcare system (Ghose
2019). Once they came to power, the
new political leadership provided sus-
tained support to the ACI, contributing
to its expansion and its success.

The failure of the PPP model as
illustrated by the case study has been
seen commonly in India, including in
Chhattisgarh and globally (Eurodad
2022; Kishimoto 2017; Singh 2020;
Roy 2011; Nandi 2021; Nandi and Joshi
2018a, 2018b). Moreover, there are ex-
amples available within Chhattisgarh
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itself, of providing health services in
some of the most “remote” and rural
districts through strengthening sec-
ondary and tertiary government hos-
pitals (WHO 2020). The pandemic has
also illustrated the crucial role played
by public health systems in every aspect
of pandemic management (Marathe et
al. 2023; Garg 2020; Sundararaman et
al. 2021; Adithyan and Sundararaman
2021).

The study has important les-
sons for health policy development
and health systems strengthening in
India, which has since structural ad-
justment policies (Baru 2003; Jeffery
2018; Sathi 2021) neglected public sys-
tems and promoted PPPs. Sustained
and increased financing for the public
sector is essential for universal health-
care. India has one of the lowest public
spending on health at 1.35 percent of its
GDP (Gol 2023). Therefore, there is a
need for an increase in the health sector
budgets by the centre and states, which
in turn needs to be used to strengthen
public systems and services. Diverting
public funds towards PPPs or incentiv-
izing the for-profit private sector to pro-
vide health services has led to a lack of
equity, access, and financial protection
(Nandi 2023; Nandi et al. 2022; Tizard
and Walker 2018; Gideon and Unter-
halter 2017; Kotecha 2017; Hall 2015;
Enriquez and Blanco 2023; Goodair
and Reeves 2024).

In the current Indian policy en-
vironment, there has been a renewed
policy push from the centre and Niti
Aayog towards promoting the for-prof-
it private sector in healthcare delivery
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(Prasad 2022; Nandi and Joshi 2021;
Sarwal et al. 2021). This includes pro-
posals for privatizing district hospitals
and linking them to new or existing pri-
vate medical colleges through “public
private partnership” and recommend-
ing expansion of private players to op-
erate and build hospitals in tier-2 and
tier-3 cities as “attractive investment
opportunity” and providing incentives
/viability gap funding for the same
(Nandi and Joshi 2021; Sarwal et al.
2021). There has been opposition to this
from health rights groups (Kakvi 2020;
Belagere 2022). As discussed in the pa-
per earlier, this also includes the flag-
ship Ayushman Bharat Pradhan Mantri
Jan Arogya Yojana (AB-PMJAY), con-
sidered to be the largest Public Private
Partnership (PPP) initiated by the In-
dian Government and which has been
known to fare poorly when it comes to
equity (Nandi 2020; Kaur 2019).

Such proposals and trends are
concerning for health and health rights
of the people of the country especially
for the poor, and highlight the com-
mercial determinants of health, as
reflected in the policies and process-
es (Lacy-Nichols et al. 2023). In that
context, this study shows that alterna-
tive paths are possible for governments
wanting to provide quality, free, and
dignified services for people within the
public sector. The study clearly shows
that governments should not and must
not hand over crucial and lifesaving
health services to for-profit entities and
expect it to serve the interest of people,
let alone of the poorest. Strengthening
government health systems and bring-
ing outsourced and privatized insti-
tutions and services into government
ownership is a key step towards health
equity and universal healthcare.

Limitations of the study: The reasons for the cancellation of the contract are part-
ly based on the perceptions of the study respondents, some of whom were also
crucial in leading the remunicipalization process.

Acknowledgement: We are grateful to all the respondents who participated in
the study. The authors acknowledge support from the Transnational Institute, Jan
Swasthya Abhiyan (People’s Health Movement) Chhattisgarh, Public Health Re-

source Network, and the reviewers.

66



Remunicipalization of a Public-Private Partnership

Endnotes

1

Health services (curative and preventive) can be provided using two modes of delivery: hor-
izontal and vertical. By horizontal delivery, services are delivered through publicly financed
health systems and are commonly referred as comprehensive primary healthcare (WHO
1978). Vertical delivery of health services implies a selective targeting of specific interventions
not fully integrated in health systems (Banerji 1984; Rifkin and Walt 1986). Horizontal pro-
grams are the oldest of the two modes of delivery—they were derived from Primary Health
Care (PHC), originated as part of the WHO/UNICEF declaration in Alma Ata in 1978 (WHO
1978) (Msuya 2003).

Universal health Coverage (UHC) means that all people should have access to the full range of
quality health services they need, when and where they need them, without financial hardship
(https://www.who.int/health-topics/universal-health-coverage#tab=tab_1I). It covers the full
continuum of essential health services, from health promotion to prevention, treatment, reha-
bilitation and palliative care. UHC is included in the Sustainable Development Goals (SDGs)
as a sub-goal under the SDG 3 and is the main global policy directive of current times.

See the previous endnote.

Strategic Purchasing - Strategic Purchasing is projected as a key strategy in achieving UHC.
Strategic Purchasing (SP) has been advocated as a healthcare financing measure as central to
improving health system performance and making progress towards UHC and involves a con-
tinuous search for the best ways to maximize health system performance by deciding which
interventions should be purchased, how, and from whom (WHO 2000).

In 2005, EHIRC was bought over by Fortis Healthcare.

We use the acronym Escorts HCC (Heart Command Centre) for the private Escorts run car-
diology unit. Parallel to this in the government hospital Dr. Bhim Rao Ambedkar Memorial
Hospital (also known as Mekahara), Government run Cardiology Unit (GCU) was running
which we call GCU. After the exit of Fortis Escorts, the GCU shifted to the premises where
Escorts HCC was running and called Advance Cardiology Unit (ACI).

Dr. Khubchand Baghel Swasthya Suraksha Yojana or DKBSSY and the Chief Minister’s Special
Support Scheme Mukhyamantri Vishesh Sahayta Yojana, previously called Sanjeevani Sahayta
Kosh.
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ABSTRACT

This paper addresses the question of whether the export-led
growth model remains valid for India in the wake of the pandemic.
In answering the question in the affirmative, it begins by offering
the conceptual case based on comparative advantage, economies of
scale, and access to cost-reducing technologies. It then goes on to
counter the key arguments of the opponents based on the claims
that the developing countries as a group have grown faster under
import substitution than outward orientation, the industrial policy
has been at the heart of the success of countries such as South Ko-
rea and Taiwan, and infant industry protection has been a success.
The paper also considers the implications of the recent decline in
transport and telecommunications costs as well as the emergence
of increasingly complex products with a substantial design com-
ponent for the export-led growth strategy. It finally turns to the
issues of whether the change in lifestyle in the post-pandemic era,
the rising tide of protection, and prospects of automation make the
import substitution model more salient.

Keywords: Indian economy, economic growth, import substitution,
export-led growth, post-pandemic world, globalization, free trade

Por qué la India no deberia abandonar el
crecimiento impulsado por las exportaciones
en un mundo pospandémico

RESUMEN

Este articulo aborda la cuestion de si el modelo de crecimiento im-
pulsado por las exportaciones sigue siendo valido para la India tras
la pandemia. Para responder afirmativamente a la pregunta, co-
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mienza ofreciendo el caso conceptual basado en la ventaja compa-
rativa, las economias de escala y el acceso a tecnologias que redu-
cen costos. Luego contintia contrarrestando los argumentos clave
de los oponentes basados en las afirmaciones de que los paises en
desarrollo como grupo han crecido mas rapido con la sustitucion
de importaciones que con la orientacion hacia el exterior, y que la
politica industrial ha estado en el centro del éxito de paises como
Corea del Sur. y Taiwan, y la proteccion de la industria naciente
ha sido un éxito. El documento también considera las implicacio-
nes de la reciente disminucién de los costos de transporte y tele-
comunicaciones, asi como la aparicion de productos cada vez mas
complejos con un impacto sustancial componente de disefio de la
estrategia de crecimiento impulsado por las exportaciones. Final-
mente, se aborda la cuestion de si el cambio en el estilo de vida en la
era pospandémica, la creciente ola de proteccion y las perspectivas
de automatizacion hacen que el modelo de sustitucion de importa-
ciones mas destacado.

Palabras clave: economia india, crecimiento econémico, sustitu-
cién de importaciones, crecimiento impulsado por las exportacio-
nes, mundo pospandemia, globalizacion, libre comercio
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Why India Should Not Abandon Export-Led Growth in a Post-Pandemic World

oes export-led growth remain

relevant in the post-COVID

era for India, or have the rising
sentiment against imports worldwide
and technological advances that may
be pushing toward reshoring produc-
tion largely closed this avenue? This is
the key question addressed in the pres-
ent paper.! But since the wisdom of ex-
port-oriented policies under every era
has been viewed with a great deal of
skepticism—and this is especially true
in the Indian sub-continent—I will also
devote a significant part of the paper to
clarifying why the critics have always
been wrong on this score. Towards the
end of the paper, I will widen the dis-
cussion to the development of which
growth is only a component, albeit the
most important one.

What is Special About Exports?*

et us begin by asking the funda-

mental question: Why is special-

ization in exportable products a
more effective engine of growth than
in import-competing products? There
are at least four reasons for it. First and
foremost, the very fact that the country
is able to outcompete other countries
in these products means that the coun-
try has a cost advantage over the latter
in them. Specialization in exportable
products effectively allows the country
to exploit this cost advantage. Symmet-
rically, the country’s own production
costs in products it imports are higher
than those of its foreign counterparts.
In effect, the reliance on exports as the
engine of growth allows the country to
exploit its comparative advantage.
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Second, when economies of
scale are present, the domestic market
of a developing country often proves
too small to allow their full exploita-
tion. This is especially the case at the
early stages of development when even
countries with large populations, such
as India and China, can end up with rel-
atively small domestic market due to a
low per-capita income. The experience
of China during the past two decades
shows that in many industries it takes a
very large scale before scale economies
are fully exploited. When countries try
to promote industries subject to scale
economies through import substitu-
tion using protective custom duties and
production subsidies as policy instru-
ments, the outcome is often an unhap-
py one. Attracted by the subsidies and
high prices resulting from the custom
duties, too many small producers en-
ter the market with none large enough
to successfully compete against large-
scale, globally competitive manufac-
turers. And once these inefficient pro-
ducers become entrenched, the removal
of customs duties becomes politically
challenging since it inevitably carries
the threat of job losses.

Third, the free-trade or near-
free-trade regime required to imple-
ment an export-led-growth strategy
demands that producers of exportable
as well as import-competing prod-
ucts compete against the best of in the
world in their respective industries.
Such competition keeps entrepreneurs
continuously on their toes and forces
high levels of discipline, hard work,
and efficiency for survival. It also offers
them the opportunity to learn from
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their peers. This is not unlike the game
of cricket, in which international com-
petition in test matches, ODIs and T20I
helps produce more and more world-
class players who learn from each oth-
er’s techniques and hone their skills to
outcompete the other side.

Finally, the free flow of exports
and imports diffuses product innovation
and production technology. Sometimes,
technology is embodied in machines
that must be imported. At other times, it
may be embodied in imported products
and can be accessed by reverse engi-
neering. With new technologies devel-
oped continuously by countries around
the world, engaging in trade freely offers
the best avenue to accessing them.

Imports are the Heart of
Export-led Growth

he term “export-led growth”

invites speculation that what

matters for rapid growth is ex-
ports, with imports being incidental at
best and undesirable at worst. Nothing
could be further from the truth—the
primary reason for a country to export
is to be able to exchange them for im-
ports, which it cannot produce at home
or produces at a higher cost than the
price it pays for them to foreigners.

To appreciate why exports by
themselves are of no value, think about
what would happen if a nation exported
its entire GDP on a set of ships, which
then ended up sinking in the middle of
the ocean on their way to destination
countries. Going by port records, the
nation’s external account would show
an export-to-GDP ratio of 100 percent
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and a current account surplus equaling
GDP. But this will be no cause for cele-
bration since the nation’ citizens will be
left with nothing to consume.’ Evident-
ly, you want imports in return for ex-
ports, and the more of them you can get
for what you export, the better. It is folly
to think that exports are good and im-
ports are bad. On the contrary, imports
are the ultimate goal behind exports.

Export Orientation and
Import Substitution are
Fundamentally in Conflict

t is common for policymakers in

developing countries to think they

can pursue a successful export-led
growth strategy simultaneously with
import-substitution  industrialization.
Indeed, some think of import substitu-
tion as a means to export-led growth.
While import substitution in one or
two sectors may do only a small damage
when the country is otherwise relatively
open to imports, its wholesale pursuit is
incompatible with an export-led growth
strategy. Restrictions on imports neces-
sarily serve as restrictions on exports. At
a technical level, this point goes back to
the famous Lerner Symmetry theorem
of international trade theory, which says
that a 10 percent tariff on all imports is
identical to a 10 percent tax on all ex-
ports in all respects. Intuitively, discrim-
ination in favor of one set of industries
amounts to discrimination against the
remaining set of industries. By raising
the prices of importable products, tariffs
encourage consumers to shift expendi-
ture towards exportable products and
producers to shift resources away from
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those products. Both changes contrib-
ute to less of these products being left
for export.

Conversely, import liberaliza-
tion, which expands imports, also ex-
pands exports. Foreigners are not in the
business of giving away their products
for free. They must be paid in foreign
exchange, and to earn foreign exchange,
the country must export. There are only
two other alternatives: the country ei-
ther receives foreign aid or incurs debt
abroad to pay for the extra imports not
paid for by exports. But neither of these
options can be exercised beyond a rela-
tively tight limit. Once these limits are
exhausted, the country MUST increase
exports on a sustained basis. Converse-
ly, sustained exports also require sus-

tained imports. There is no export-led
growth without the near-free flow of
imports. Restricting imports in a major
way will restrict exports.

This is not a mere theoretical
point. A look at the aggregate export
and import series during any time peri-
od for any country will show that these
series move together, exhibiting a high
positive correlation. Figure 1 shows
the two series for India from 2002-03
to 2019-20. The gap between them is
made up by the inflow of remittances
plus a small external debt accumula-
tion. But since these latter are subject
to only small changes over time, the
expansion or contraction in imports is
largely made up by equivalent move-
ment in exports.

Figure 1: Total Exports and Imports and Remittances in India: 2002-03 to 2019-20
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Benchmarking Producers
to Global Efficiency

he discussion up to this point

makes the case that the pursuit

of an export-oriented strategy
requires a near-free-trade regime. An
important positive spillover of such
an import policy is to benchmark do-
mestic production costs to world pric-
es which reflect the cost structure of
the most efficient suppliers of different
products around the world. If it is then
found that there are certain sectors in
which the country ought to be com-
petitive vis-da-vis foreign suppliers but
is not, policymakers are forced to look
for and remove distortions in domestic
policy responsible for such an outcome.
For instance, if producers of labor-in-
tensive products in a labor-abundant
country like India are unable to com-
pete effectively against their foreign
counterparts, the remedy lies not in
protection but in the removal of dis-
tortions such as those in labor markets,
electricity prices and possibly admin-
istrative hurdles facing exports. In the
absence of a commitment to free trade,
the temptation will be to pile a tarift
distortion on top of the domestic pol-
icy distortions to level the playing field
for domestic industries. This is akin to
adding a disability to the competitor to
neutralize the disability forced on the
domestic producer. What must be done
instead is to remove the disability ail-
ing the domestic producer.
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Two Recent Developments
and Export-led Growth

wo relatively recent mutually

reinforcing developments have

made the free flow of exports
and imports even more critical than
in the past. First, as a result of advanc-
es in transportation and communica-
tion technologies, the costs of moving
goods and information over long dis-
tances have come crashing down. Sec-
ond, technological advances have given
rise to more complex products of mass
consumption with design and informa-
tion-related contents while also making
it possible to break down the produc-
tion processes of old and new products
more finely than in the past.

These two developments have
meant that it is now possible to special-
ize production activity not by product
but by components and activities asso-
ciated with each product. Product in-
novation, product design, production
of numerous components, and their
final assembly can all take place in dif-
ferent locations based on cost advan-
tage. For example, the iPhone is made
of some 1,600 components, which are
supplied by 200 firms located in 43 dif-
ferent countries.

In the past, high transport costs
allowed countries to minimize pro-
duction costs by specializing in entire
standardized products such as shirts
and trousers and trading them for other
products such as steel. But today, con-
tinuous product innovation and design
have become integral to products, and
cost minimization mandates specializa-
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tion in specific components and activi-
ties associated with them.

Therefore, if a country is abun-
dant in labor and the assembly of prod-
ucts is a labor-intensive activity, it must
specialize in this activity across a large
number of products rather than target-
ing 100 percent domestic value added
in a few of them, which happen to be
labor intensive at the aggregate level.
Likewise, a country that is rich in hu-
man capital is better off focusing on in-
novation and design, leaving manufac-
turing of components and assembly to
countries that have a cost advantage in
those activities.

This conclusion raises serious
doubts about the wisdom of policies
such as India’s phased manufacturing
program (PMP), whose aim is to first
encourage assembly activity in a prod-
uct and gradually add more stages of
production until the entire product is
indigenized. This policy had been tried
and failed in the pre-reform era and
had been abandoned in the wake of
post-1991 reforms. But it has recently
been resurrected.

The chance of success of PMP
in the modern era is even more remote
since the cost disadvantage of adding
more and more stages of production to
eventually produce 100 percent of the
product at home today is much greater
than in the past. It is certainly techno-
logically feasible to produce and assem-
ble all 1,600 components of an iPhone
indigenously, but the cost of it will be so
high that the producer would be able to
sell only a handful of its units to a small
number of captive wealthy domestic
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buyers. And even then, the design and
innovation embedded in the iPhone
will have to be imported.

Rather than produce 100 percent
of a product at home and be able to sell
only a handful of units within protect-
ed domestic market, the country is far
better off capturing a large slice of the
massive world market in the assembly
or a few selected components in which
it is the most cost-effective. The goal
ought to be to achieve a high total value
added rather than value added per unit.
Job creation depends on the former and
not the latter. China has understood
this principle well. Even with 10 percent
value added per Apple device, millions
of devices it produces contain a lot of
total value added of Chinese origin.

Evidence: The Myth of Import
Substitution Driving the

Golden Age of Growth*
hree large-scale projects in the
1970s and early 1980s amassed

Tthe initial systematic and com-
pelling empirical evidence supporting
the case for export-led growth over
that for inward-looking import-substi-
tution-industrialization (ISI) strategy.’
Approximately two decades later, Rod-
rik (1999) questioned the wisdom of
these studies arguing that the golden
age of growth in developing countries,
which occurred during 1960-73, was in
fact characterized by inward-looking,

ISI policies. Later, Chang (2007) repeat-
ed this claim.

But three inconvenient facts of
history stand against such claims.
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Table 1: Growth in Developing and OECD Countries

Period Growth Rate
Developing | High Income OECD

1961-75 2.9 3.6
1976-94 2.1 2.3
1995-2013 4.2 1.4
1961-73 2.9 4.2
1974-90 1.9 2.3
1991-2013 4 1.4

Source: Panagariya (2019, Table 6.1).

First, factually, developing coun-
tries as a group did not grow the fastest
during 1960-73. As Table 1 shows, de-
veloping countries have grown the fast-
est during the decades following 1990.
This was the period during which these
countries came to genuinely embrace
liberalization instead of being forced
into it by international financial insti-
tutions. At the time Rodrik wrote, he
may have lacked these data but by 2007,
when Chang published his book, evi-
dence was loud and clear.

Second, had Rodrik gone into
individual-country details, he would
have found that even during 1960-73
the fastest growing economies were
those that had embraced outward-ori-
ented policies. These included not just
the four tiger economies of Hong Kong,
Singapore, Taiwan, and South Korea,
which grew at rates ranging from 8 to
10 percent during 1960-73, but also
Brazil, a much larger country, which
saw its growth rate accelerate during
this period just as its tariffs came down
and the currency was devalued to cor-
rect for overvaluation.

Finally, the OECD countries had
grown significantly faster during 1960-
73 than during post-1990 decades. As
such, part of the momentum in growth
in developing countries during the ear-
lier period came from OECD countries.
Similar pull-up effect had been missing
from the post-1990 decades. Instead,
growth momentum during these de-
cades originated in the policies of the
countries themselves.

Evidence: The Myth of
Industrial Targeting Leading
to Miracle Growth

he nature of governments is to

intervene and produce successes

that they can directly link to their
policy initiatives. Import substitution
offers the best instrument to achieve
this goal. This is because demand for
the particular product exists and the
exclusion of foreign sources of its sup-
ply opens profit opportunities for po-
tential domestic suppliers. A domestic
industry can thus readily emerge, and
the government can rightfully claim
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credit for it. With resources in this in-
dustry drawn from various other indus-
tries, the cost of this “success” is spread
throughout the rest of the economy
and, as such, not immediately visible.

This political economy of pro-
tection has often led even governments
otherwise committed to an export-ori-

ented strategy to flirt with import sub-
stitution here and there. The presence of
such interventions in turn has provid-
ed the devotees of import-substitution
model ammunition to argue that these
policies rather than the overall outward
orientation are to be credited with the
success of the countries. The case of
South Korea best illustrates the point.

Table 2: Average Annual Growth Rates in South Korea

Exports Imports of
. Per-capita of con- cons.tant-
Period GDP stant-price price
GDP goods and | goodsand
services services
1 2 3 4 5
1954-62 4.2 1.3 13.9 52
1963-73 9.1 8.5 32.1 21.4
1974-82 6.9 5.1 14.0 12.2
1983-95 8.7 7.6 12.6 13.5
1996-2008 4.4 3.8 12.4 8.5

Source: Panagariya (2019, Table 11.1).

South Korea grew at the annual
average rate of 9.1 percent during the
decade 1963-73 compared with 4.2
percent during 1954-62 and 6.9 percent
during 1974-82 (Table 2). There is gen-
eral agreement that years 1954-62 were
characterized by import substitution.
But the country began opening up its
economy in the early 1960s and became
progressively outward oriented during
the 1963-73 decade. Its policies during
these years were neutral across sectors.
Calculations by Westphal (1990, Table
1) show that when the economy-wide
implications of all interventions are
considered, the policy regime exhibited
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a slight bias in favor of exports relative
to what would have prevailed under
free trade. Among other things, neu-
trality gave rise to the growth of sectors
no one had predicted: wigs and human
hair exports, entirely absent till 1963,
came to account for 10.1 percent of Ko-
rean exports by 1970.

When critics such as Rodrik
(1995) claim success for industrial tar-
geting, they entirely eschew the discus-
sion of the crucial decade of 1963-73.
Instead, they focus on the following
decade in which Korea engaged in the
Heavy and Chemical Industry (HCI)
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drive. But the growth rate during 1974-
82 actually fell to 6.9 percent. More-
over, towards the end of this period, the
economy faced serious macroeconomic
instability, culminating in the abandon-
ment of the HCI drive and the resto-
ration of a neutral policy regime. That,
in turn, returned the country to 8.7 per-
cent growth during 1983-95.

Chang (2007) has claimed that
the policy of industrial targeting was
nevertheless successful because indus-
tries promoted under the HCI drive
eventually became profitable. But this
amounts to post hoc fallacy. After a
decade of rapid growth and near dou-
ble-digit annual increases in real wag-
es, Korea had been becoming more and
more labor-scarce and capital-abun-
dant. Therefore, capital-intensive sec-
tors promoted under HCI would have
emerged even absent the HCI drive.
What HCI drive did was to advance that
process by a few years. To legitimately
claim his case, Chang must demon-
strate that the benefits of advancing the
process exceeded its costs.

Recently, there has been a revival
of advocacy of industrial policy through
the instrumentality of data-heavy anal-
yses. For example, based on a sec-
tor-level analysis, Lane shows that HCI
drive by Korea led to the expansion of
targeted industries as well as industries
producing intermediate inputs used by
them.® Moreover, these effects persisted
till at least the mid-1980s, even though
HCI was abandoned in 1979. It is not
clear, however, how these results prove
the success of the HCI drive. After all,
even the most inefficient industrial
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policy pursued by India under Prime
Ministers Jawaharlal Nehru and Indi-
ra Gandhi had been successful in es-
tablishing and expanding industries
such as steel, machinery, fertilizers, and
chemicals and in stimulating industries
producing intermediate inputs used by
them. The effect of Nehru-Gandhi-era
policies continues to be felt today. But
no one seriously argues that Indian in-
dustrial policy under Nehru and Gand-
hi was a success worthy of emulation by
other countries.

This is not a rhetorical argument.
The success of industrial policy cannot
and should not be judged by the expan-
sion of targeted industries and those
producing intermediate inputs used by
them. No one who believes in the pow-
er of incentives would deny that protec-
tion and production subsidies are ca-
pable of expanding the industries they
target. This is especially true when an
economy is already growing rapidly and
imports account for a sizeable propor-
tion of domestic demand for the target-
ed products. The presence of imports
guarantees the existence of demand.
Once protection excludes some of those
imports and subsidies additionally cov-
er a part of the production cost, the
expansion of domestic production is
more or less guaranteed.

Therefore, the real question is
whether the HCI drive added to or sub-
tracted from Korea’s overall growth.
This was precisely the question that
pro-interventionist ~ Robert =~ Wade
(1990) and intervention-skeptic Ian Lit-
tle (1994) hotly debated soon after the
export-led development model gained
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general acceptance. Going by this cri-
terion, it is evident from Table 2 that
HCI did not do very well either while
in force or in the immediate aftermath.
The growth rate during 1974-82 at 6.9
percent was significantly lower than in
the preceding as well as the following
decade when the economy was free of
industrial policy. Also noteworthy in
this context is Little’s argument that
during the miracle decades, “the less
interventionist Hong Kong, Singapore,
and Taiwan grew faster than Korea”
(Little 1994, 365).

Outward Orientation:

Beyond Growth
eveloping  countries  seek
growth not for its own sake

D but because it delivers directly
or indirectly on numerous other ob-
jectives that they seek, such as poverty
alleviation, employment opportunities,
education, health, infrastructure, and
urbanization. Have the countries that
have successfully achieved high growth
rates been successful in achieving these
development objectives? The answer to
this question is a resounding yes.

Consider first the poverty allevi-
ation objective. Five countries—Hong
Kong, Singapore, Taiwan, South Korea,
and China—which have achieved high
growth rates on the back of a successful
export-oriented strategy have success-
fully brought down poverty (Table 3).
The remarkable fact is that every one
of these countries has brought down
poverty entirely through the powerful
“pull-up” effect of growth with no sig-

87

nificant redistribution of income. They
specialized in labor-intensive products
such as apparel, textiles, footwear, fur-
niture, kitchenware, toys, and other
light manufactures, exported them in
large volumes, and created well-paid
jobs for the masses. The resulting in-
creases in household incomes proved
sufficient to make a significant dent in
poverty in all cases.

The experience of South Korea
helps illustrate the economic transfor-
mation made possible by export-led
growth. Between 1960 and 1990, the
share of agriculture in GDP fell from
36.9 percent to 9.1 percent while that of
manufacturing rose from 13.6 percent
to 29.2 percent. Alongside, the sector’s
employment share of agriculture fell
from 68.3 percent to 18.3 percent with
industry and services absorbing the
bulk of the workforce. Remarkably, the
real wage grew at the impressive annual
average rate of more than 9.5% during
1965 to 1990 even as industry and ser-
vices absorbed the large number of
workers who migrated from agriculture
into them.” The share of urban popula-
tion rose from 29.1 percent in 1960 to
74.4 percent in 1990. Net secondary
school enrollment ratio rose from 35
percent in 1971 to 88 percent in 1991.
Life expectancy at birth rose from 55
years in 1960 to 72 years in 1990.® In
three decades, South Korea was trans-
formed from a primarily agricultural
and rural economy to an industrial and
urban one, with all development indi-
cators showing impressive progress.
The experience of other fast-growing
economies shown in Table 3 has been
quite similar.
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Table 3: Poverty Alleviation in Fast-growing Economies

Year Percent population below
poverty line*

Hong Kong

1966 18

1976 7

Singapore

1966 37

1975 29

1980 18

South Korea

1965 40.9

1976 14.8

Taiwan

1964 35

1972 10

China (rural poverty)

1980 40.65

2001 4.75

*Poverty lines are defined at: HK$3,000 per year at 1966 prices
for Hong Kong, S$200 per month at 1975 prices for Singapore,
121,000 won per month at 1981 prices for South Korea, NT$20,000
per year at 1972 prices for Taiwan, and 300 yuan per year at 1990

prices for China.

Source: Panagariya (2019b).

Export-led Development in
the Post-pandemic Era

aving argued in favor of ex-
port-led growth in general,
let me now turn to the con-

sideration of its relevance in the post-
COVID era in particular. There are
three broad issues here:

(i) Has the pandemic itself
fundamentally altered the way of
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life so as to make the reliance on
exports as the engine of growth
problematic?

(ii) Is there a rising tide of protection
around the world that makes
export-led growth infeasible?

(iii) Has export-led growth lost its
relevance in view of the shift
in technology towards greater
capital intensity and automation?
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Is the Pandemic Destined to
Fundamentally Alter the Way of Life?

Let me state at the outset that my bot-
tom-line answers to all three questions
are in the negative. I do not expect the
pandemic to fundamentally alter the
way we live. When a disaster hits the
human race, its response is to come to-
gether to rebuild, erect defenses against
a similar future disaster, and go back
to living the way it has always lived. A
good example illustrating this point is
the response of the city of New Orleans
in the United States to the massive hur-
ricane known as Katrina. The hurricane
made landfall as a Category 3 storm
with sustained winds of 125 mph in
2005, hitting hard the unprepared res-
idents. It breached the city’s levee pro-
tection system in over 50 places, trig-
gering flooding of 80 percent of New
Orleans. The cataclysm ended up tak-
ing 1,800 lives and inflicting $100 bil-
lion worth of damage on the city. But in
the aftermath of the storm, rather than
flee the city, residents put in place a $14
billion worth system of fortified levees
and floodgates that would stand up to
similar future storms. Life returned to
the old normal with the new levees and
floodgates system successfully protect-
ing the city against the storms that hit it
subsequently.

The experience following the
pandemic is unlikely to be any differ-
ent. Despite the unprecedented death
toll, personal tragedies for many, and
the vast economic damage, the human
race will return to its established way
of life once the pandemic passes. We
would have better defenses against the
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next pandemic in terms of masks, Per-
sonal Protection Equipment (PPEs),
ventilators, and, above all, vaccines. But
beyond that, the only changes to life-
style would be those that enhance pro-
ductivity and would have come about
even in the absence of the pandemic.
All the pandemic did is bring forward
those changes.

A look at global export data
shows how rapidly normalcy returned
even in a year like 2021, which saw
the massive Delta and Omicron waves
sweep through the world. As Figure
2 shows, not only did the once-in-a-
century pandemic have a smaller ini-
tial effect on the total global exports in
comparison to the 2008 financial crisis,
but recovery was also much faster and
robust. The total exports of goods and
services fell from $25.2 trillion in 2019
to $22.7 trillion in 2020 but bounced
back the following year, reaching their
highest ever level of $28.2 trillion.

For completeness, let me note
that during the pandemic, most coun-
tries found that they lacked basic equip-
ment such as masks, PPEs, and ventila-
tors and that, in view of their worldwide
shortage, they were unable to count on
their imports either. They also found
themselves without a source of vaccines
even after the latter had been devel-
oped and were being manufactured. To
the extent that similar problems may
arise in the case of another pandemic,
countries need to be able to manufac-
ture their masks, PPPs, and vaccines
even if they lack comparative advantage
in them. The validity of this argument
cannot be denied any more than that
of the conventional national defense
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Figure 2: World Exports of Goods and Services

argument for the protection of a do-
mestic armaments industry. But neither
of these arguments weakens, let alone
negates, the case of export-led growth.
Historically, pro-free-trade economists
have recognized the need for occasion-
al deviations from full free trade to
achieve specific social objectives. But
such deviations have to be exceptional
and not to be abused.

Rising Tide of Protection

The next question to consider is wheth-
er the rising tide of protectionism in
the global economy makes export-led
growth infeasible in the 21* century.
This argument says that when South
Korea, Taiwan, and even China were
transformed, markets were relatively
open. Therefore, these countries could
take advantage of scale economies and
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cheap labor to specialize in and ex-
port large volumes of labor-intensive
products. The same option is not avail-
able today due to rising protectionism
around the world.

This argument is a red her-
ring. Significant new trade restrictions
have been applied recently but only by
the United States and China on each
other. Such bilateral restrictions in a
multi-country world are easily evaded
in a multi-country world by rerouting
and reconfiguring trade flows. This
is the key reason why trade sanctions
are largely ineffective unless all major
countries of the world cooperate to en-
force them.

Indeed, the global economy is
far more open today than in the days
when South Korea and Taiwan trans-



Why India Should Not Abandon Export-Led Growth in a Post-Pandemic World

formed. When these countries began
opening up, even the Tokyo Round of
trade negotiations was still far away.
And by the time the World Trade Or-
ganization (WTO) came into existence
in 1995, their high-growth years were
already behind them. Even China be-
gan opening up its economy in the late
1970s. But the liberalization negotiated
as a part of the Uruguay Round of ne-
gotiations, which established the WTO,
was implemented between 1995 and
2005. By the time this liberalization was
completed, China had already grown at
the annual average rate of 10 percent for
two and a half decades.

Another way to make this point
is that in 1990, global merchandise ex-
ports stood at only $3.5 trillion. Even
ten years later, in 2000, they had grown
to just $6.5 trillion. Had China taken a
skeptical view of global markets, espe-
cially since it was not even a member of
the WTO yet, it would have lost out on
the phenomenal growth it achieved. In
comparison, today, in 2022, merchan-
dise exports stand at $25 trillion, and
commercial services exports are at an-
other $7 trillion. Lest a skeptic is tempt-
ed to argue that the growth in exports
is simply a reflection of growth in the
world GDP, let me hasten to add that as
a proportion of GDP, merchandise ex-
ports turned out to be 14.8 percent in
1990, 19 percent in 2000, 23 percent
in 2010, and 23.1 percent in 2021. Any
country that has its own house in order
can find plenty of export opportunities
in the global export market. Vietnam of-
fers the latest example of a country that
has found no difficulty in expanding its
exports of goods and services from just
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83.5 billion in 2010 to an impressive
$286.2 billion in 2020. As a proportion
of GDP, they have risen from 72 percent
to 105.5 percent over the same period.

Automation

The third and final argument against ex-
port-led growth in today’s world, based
on automation, too, has been greatly
overstated. Automation in the form of
progressively declining labor-to-cap-
ital ratio in manufacturing has been
an ongoing phenomenon for decades.
As such, it is a fact that the labor-cost
advantage of developing countries has
been declining. However, the high mo-
bility of capital, which has tended to
equalize the cost of capital in different
locations, declining costs of transpor-
tation, and rising incomes, which have
expanded demand for manufactures
manifold, have kept the benefit of lower
wages alive. Moreover, in today’s world,
with production processes finely broken
down into many activities, it is possible
for developing countries to specialize in
the most labor-intensive components
and activities of each product and still
benefit from their abundant labor force.

For machines to replace human
labor, two conditions must be fulfilled:
Such replacement must be technologi-
cally feasible, and it must be commer-
cially viable in the sense that it must
yield a unit cost of production no high-
er than when performed manually.
Today, the replacement of some of the
most labor-intensive activities by ma-
chines is not even technologically fea-
sible. For instance, this is broadly true
of the apparel industry—robots have
not yet learned to stitch two pieces of
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cloth. But even if technological break-
through makes this feasible, it will be
a long time before automatic stitching
can beat manual stitching commercially
at the wages prevailing in many devel-
oping countries.

Nothing illustrates the limits of
automation better than the efforts by
Adidas to automate its production of
sneakers, traditionally one of the most
labor-intensive activities. At the end of
2015, the company had opened its first
high-tech speed factory in Ansbach,
Germany, which began producing
sneakers using intelligent robotics tech-
nology. In 2017, it opened another sim-
ilar factory in Atlanta, United States.
But by November 2019, Adidas had al-
ready announced its intention to close
both factories in April 2020 and use
their technology in the two factories in
China and Vietnam (Crowe 2019).

Indeed, of 360 million pairs of
shoes that Adidas produced at the time,
these factories together produced only
one million. In a 2017 story published
in Quartz, Kasper Rorsted, the CEO
of Adidas, said that full automation of
sneaker manufacturing was unlikely
in the next 5 to 10 years. When asked
whether manufacturing was poised
to return to the United States and Eu-
rope, he said, “I do not believe, and it
is a complete illusion to believe, that
manufacturing can go back to Europe
in terms of volume” (quoted in Bain
2017). He added that despite political
interest in the United States to bring
back manufacturing, it is financially
“very illogical” and unlikely to happen.
His words proved prophetic. Two years
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later, the company announced closing
down the automated factories.

Concluding Remarks

r I‘he success of East Asian tiger
economies bears witness to the
power of trade openness. They

succeeded in achieving increases in
per-capita income within three decades
spanning 1960 to 1990 that western in-
dustrial economies had taken a century
or longer to achieve. Their growth also
led to the elimination of abject pover-
ty despite no significant redistributive
social programs. China has successful-
ly repeated the experience of the tiger
economies during 1980 to 2010 in spite
of its much larger population after it
shed its Mao Zedong era autarkic pol-
icies. In the last decade, Vietnam ap-
pears to be on a similar trajectory.

The experience of India, which
has been a reluctant liberalizer, has
been no different. Its rapid growth be-
ginning in 2003 was also accompanied
by a rapid expansion of trade (see Fig-
ure 1). The expansion in trade had, in
turn, followed its gradual liberalization
for more than a decade and elimination
of the overvaluation of the rupee. Any
reservations that the pandemic, rising
protection, and automation have now
closed the window to export-led devel-
opment must be discarded. Trade lib-
eralization and globalization may have
come to a pause today. But this gives us
no reason to despair since the pause has
occurred at a point where, thanks to the
past liberalization, the world markets
are highly open, and global trade has
been flourishing.
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Endnotes

1  This paper had its origins in a presentation at a plenary session at the Kautilya Eco-
nomic Conclave jointly hosted by the Institute of Economic Growth, New Delhi and
the Ministry of Finance, Government of India, New Delhi on July 8-10, 2022. Thanks
are due to two referees for comments that contributed to multiple improvements in
the paper.

2 This section draws heavily on Panagariya (2021).

3 This example is a slight variation on the one originally used by Fredric Bastiat (1845,
pp- 53-5) more than 170 years ago to counter his mercantilist opponents who argued
that the benefits of trade came from exporting while imports constituted a cost.

4 This section and the following one draw heavily on Panagariya (2019a).

5 These were: OECD study led by Little, Scitovsky, and Scott (1970); NBER study led by
Bhagwati (1978); Krueger (1978); and World Bank study led by Balassa (1981).

6 Choi and Levchenko (2023) make similar points using firm-level data. An important
weakness of their analysis is that the firms that failed and therefore exited in the early
phase of HCI drive are missing from their sample.

7  Sources of estimates relating to sectoral shifts in output and employment and real
wage increases reported here can be found in Panagariya (2019, Ch. 11).

8 Indicators of secondary school enrollment, life expectancy at birth and urbanization
are from the World Development Indicators of the World Bank.
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ABSTRACT

This essay argues that to make sense of the “out of India” debate
over the origins of India’s civilization, i.e., whether it was born in
India and spread outwards or created after the arrival of “Indo-Ary-
ans” from the Eurasian Steppes, one should look less at politics and
more at archaeological, historical, and anthropological evidence.
I argue that India’s Vedic civilization was actually born in India,
but its birth was made possible by the interaction and assimilation,
both peaceful and violent (largely peaceful), between the migrating
Steppe nomads (an incontrovertible fact) and the preexisting Indus
Valley people. Moreover, the “out of India” theory is not wholly
incorrect if applied to a later time frame, especially after 4™ century
BC. Combining Hindu and Buddhist religious and political ideas,
Indian civilization did travel far and wide, creating a cultural “In-
dian World Order” in most parts of East, Southeast, and Central
Asia.

Keywords: Indus Valley Civilization, Vedic Civilization, “Indo-
Aryan” migration, Jawaharlal Nehru, Narendra Modi, Hindutva,
Indian World Order

Los origenes de la India: un comentario

RESUMEN

Este ensayo sostiene que para dar sentido al debate “fuera de la
India” sobre los origenes de la civilizacion india, es decir, si naci6
en la India y se extendio hacia el exterior o si se cred después de la
llegada de los “indoarios” de las estepas euroasiaticas, uno Debe-
riamos mirar menos a la politica y mas a la evidencia arqueoldgica,
histérica y antropologica. Sostengo que la civilizacién védica de la
India en realidad naci6 en la India, pero su nacimiento fue posible
gracias a la interaccion y asimilacion, tanto pacifica como violen-
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ta (en gran medida pacifica), entre los nomadas esteparios migra-
torios (un hecho incontrovertible) y los pueblos preexistentes del
valle del Indo. Ademas, la teoria de “fuera de la India” no es del
todo incorrecta si se aplica a un periodo posterior, especialmente
después del siglo IV a.C. Combinando ideas religiosas y politicas
hindues y budistas, la civilizacién india viajé a lo largo y ancho,
creando un “orden mundial indio” cultural en la mayor parte de
Asia oriental, sudoriental y central.

Palabras clave: civilizacion del valle del Indo, civilizacion védica,
migracion “indo-aria’, Jawaharlal Nehru, Narendra Modi, Hindu-
tva, orden mundial indio
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ow diverse was India at the
birth of its civilization? To
make sense of this question,

we need to go back to the Indus Valley
Civilization.

The Indus Valley Civilization
is no stranger to Indian politics, from
Jawaharlal Nehru to Narendra Modi.
In 1938, nine years before India’s inde-
pendence, its future first Prime Minis-
ter wrote an article for the influential
American magazine, Foreign Affairs. In
this article he noted:

Five to six thousand years ago the
Indus Valley civilization flour-
ished all over northern India and
probably extended to the south
also ... Since that early dawn of
history innumerable peoples,
conquerors and settlers, pilgrims
and students, have trekked into
the Indian plains from the high-
lands of Asia and have influ-
enced Indian life and culture and
art; but always they have been
absorbed and assimilated. India
was changed by these contacts
and yet she remained essentially
her own old self. (Nehru 1938,
231-43)

Eight decades later, in June 2018,
India’s 14" Prime Minister, Narendra
Modi, gaveakeynotespeechto Asia’s pre-
mier security conference, the Shangri-
La Dialogue, in Singapore. Modi ex-
horted:

Thousands of years ago, the Indus
Valley Civilisation as well as
Indian peninsula had maritime
trade. Oceans and Varuna—the

Lord of all Waters—find a prom-
inent place in the world’s oldest
books—the Vedas (MoEA, Gol
2018; Jain and Lasster 2018).

The context and purpose of Neh-
ru’s speech in 1938 were vastly different
from Modis in 2018. Nehrus words
were meant to reassure Americans that
an independent India could stand on its
own feet. Although “most Americans
sympathize with Indias struggle for
freedom,” he wrote, they were “won-
dering whether it is possible to build a
united and progressive nation out of the
seemingly infinite diversity that makes
up the fabric of Indian life” They need
not worry, Nehru urged, for although
“India was divided and conquered
many times in history ... always the idea
of the political unity of India persist-
ed,” since the Indus Valley Civilization
(Nehru 1938, 231-43).

While Nehru wrote in the shad-
ow of British prison, Modi was show-
casing India’s rising power. Speaking in
Southeast Asia, a region where India
had been a major provider of civiliza-
tion, Modis purpose was to remind
world leaders of India’s past and fu-
ture gravitas in the Indian Ocean and
around the world.

Like many Indian leaders when
they speak abroad, Modi did give a nod
to India’s diversity and democracy.

We are inheritors of Vedanta
philosophy that believes in es-
sential oneness of all, and cele-
brates unity in diversity UhH
Y, faum: §garadid (Truth is

one, the learned speak of it in
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many ways). That is the founda-
tion of our civilizational ethos—
of pluralism, co-existence, open-
ness and dialogue. The ideals of
democracy that define us as a
nation also shape the way we en-
gage the world. (MoEA, Gol
2018)

By all accounts, his speech was
quite well-received. He came across as
a suave, well-liked, and well-respected
world leader. Modi astutely summed up
India’s civilizational identity.

His passionate invoking of India’s
civilizational ethos to stress its diversity
notwithstanding, many people, Indians
and foreigners alike, are increasingly
doubtful whether his government been
faithful to that ethos. Are they acting
exactly the opposite of what Modi was
saying in Singapore about India’s, “uni-
ty in diversity, “pluralism, co-existence,
open-ness and dialogue,” and “ideals of
democracy?” While Modi was uttering
those lofty words about India’s past, his
party and government back home were
being accused by many of India’s secu-
lar parties and elite of reinventing In-
dia’s history, undercutting its democra-
cy, and putting forth an alternate reality.

That alternate reality is known as
the “out of India” theory. It might have
originated from a man who had, just a
year after Nehru's Foreign Affairs essay,
outlined a competing vision that is best
described as “unity without diversity”

That man was Madhav Sa-
dashiv Golwalkar, the second Sarsang-
hchalak of the Rashtriya Swayamsevak
Sangh (RSS), the powerful populist
force behind the Bharatiya Janata Par-

ty (BJP). In 1939, Golwalkar had pub-
lished a book titled We or Our Nation-
hood Defined, in which he asked: “After
all what authority is there to prove our
immigrant nature? The shady testimo-
ny of Western scholars?” (Golwalkar
1939, 42).

Golwalkar’s questioning of “our
immigrant nature” means denying the
well-founded view that a wave of no-
madic pastoralists, the so-called In-
do-Aryans, had arrived (immigrated)
in northern India sometime between
the 20™ and 15" century BC. Whether
this was an invasion or simply a matter
of filling the void left by a deurbanizing
Indus Valley society was not a settled
issue in Golwalkar’s time. But that was
not his concern. What was more im-
portant for his Hindu nationalist ideol-
ogy was in which direction the flow of
Indian culture went.

For Hindutva hardliners, the an-
swer was unambiguous—it went “out of
India” India was a giver, not a taker, of
civilization. The Vedic civilization, they
argued, was born on Indian soil and
linked to the Indus Valley civilization.
Far from being imported by foreigners
into India, it was exported from India
to West Asia, and Europe, thereby cre-
ating the myriad Indo-European lan-
guages and culture.

There is a politically-charged de-
bate in India these days about whether
an Indo-Aryan migration took place in
the first half of the 2" millennium BC,
whether the Hindu-Vedic civilization
was indigenous or brought by nomadic
arrivals, and whether the native-born
Indian Vedic civilization went “out of
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India” to create the wider universe of
Indo-Aryan language and culture.

Yet the “out of India” thesis has
been seriously challenged, first by ar-
chaeology and historiography, and late-
ly by genetics (for the debate on this
matter see Venkataramakrishnan 2018;
Joseph 2018; Witzel 2018; Muhammad
2020). Recent genetic studies appear to
prove a significant influx of migrants
from the Steppes and Central and West
Asia during that period. They do not
support the view that the original In-
dus Valley people and Indo-Aryans are
genetically the same people. More im-
portant, they also show that contempo-
rary Indians are a remarkable ensemble
of genes.

For their part, though, the Hin-
du nationalists dismiss scientific proof
that shows the absence of any genetic
connection between the Indus Valley
inhabitants and the Indo-Aryan mi-
grants. But the birth of civilizations is
too complex to be settled by genetic
studies alone.

This highly political controver-
sy misses a key point. Both sides seem
to agree that there was no Aryan “in-
vasion,” although the predominantly
male Indo-Aryan settlers have been
characterized as an aggressive bunch in
smashing property and snatching local
women after they arrived in new plac-
es. At the same time, the Hindu nation-
alists in the BJP (keeping in mind the
party has many moderate elements who
take a different view) have a point.

Like all political debates, posi-
tions on both sides on the current de-
bate about the origins and spread of In-

dian civilization are more extreme than
what the facts indicate.

It is possible to see this debate
from a different perspective. The Vedic
civilization was actually born in India,
but its birth was made possible by the
interaction, both peaceful and violent,
between the migrant Steppe nomads
and the preexisting Indus Valley people.
It is this blending which needs to attract
a great deal of further research and de-
bate. Such research should address the
following questions.

First, one should examine
whether the Indo-Aryans nomads had
a well-organized religion before they
arrived in India. Most likely they did
not. Although some of their gods like
Indra, Varuna, Mitra, and Nasatyas
are mentioned as witnesses to the Hit-
tite-Mittani Treaty of 1350 BC in West
Asia (Kulke and Rothermund 1986,
33), most of the rituals and practices of
the Indo-Aryans seemed to have been
developed during or immediately after
they reached Indian soil. The Rig Veda
provides ample proof of this. This is also
why despite a possibly common origin,
and root words, Sanskrit developed a
distinctive quality from other Indo-Eu-
ropean languages.

Second, one should look at
whether some of the deities of the Indus
Valley people might have been adopted
by the Indo-Aryans. For example, the
Indus Valley seal, Pashupati, has been
regarded as a proto-Shiva by some his-
torians (Ibid, 20).

Third, the Indus Valley had a
thriving trade and cultural interaction
with the early Sumerian and Mesopota-
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mian civilizations, and they influenced
each other. The Indo-Aryans were part
of a general migration of Steppe no-
mads, some of whom had earlier settled
in those very sites of Mesopotamia, in
West Asia, Iran, Anatolia, as well as In-
dia, etc. It is thus quite likely that some
of the Indo-Europeans who arrived in
India did not come directly from the
Steppes but from the Steppe settlements
in West Asia (like Mittani and Iran), or
atleast had come into contact with these
earlier Steppe settlers on their journey
to India. This created at least additional
common ground for the fusion between
the Indus Valley and Indo-European
cultural beliefs and practices.

Fourth, throughout history,
conflict and war have been a major
catalyst for inter-cultural mixing and
learning. The Romans borrowed much
from the Greeks after defeating them.
The Crusades, which ended in a draw,
spurred knowledge borrowings by the
Christians from the Muslims through
massive translations of Arabic and Per-
sian texts to Greek, Latin, and French,
including some original Greek texts
which the Arabs had earlier translated
into their language.

The Vedas provide evidence of
conflicts between the Indo-Aryans and
the Indus Valley people, although its
doubtful that this amounted to an Ary-
an genocidal invasion that wiped out
the Indus Valley culture. What is more
likely is that those conflicts would have
led to cultural interaction and mutual
learning in areas such as technology,
food habits and cultural and even reli-
gious beliefs. In her Book Early India,

Romila Thapar notes that the early In-
do-European languages (Sanskrit) ab-
sorbed Dravidian and Munda elements,
suggesting “considerable intermixing
of the speakers of the two languages”
(Thapar 2002, 86).

Fifth, studies in art history and
archaeology prove beyond doubt that
when two cultures meet, the result is
adaptation and localization, not dis-
placement or extinction, of one by the
other. Often a newly arriving “foreign”
people or culture adapts to a preexisting
local culture, in which the local cultur-
al habits and beliefs play a decisive role.
This is amply demonstrated in South-
east Asia.

When Indian culture arrived
in Southeast Asia, as I have discussed
in my book Civilizations in Embrace
(2012), it did not extinguish the preex-
isting Neolithic culture, but might have
enhanced it. As D.R. SarDesai, one of
leading historians of Southeast Asia,
put it, Southeast Asia “adopted the alien
cultural traits without in the process
losing its identity” (SarDesai 1994, 16).
Southeast Asians borrowed amply but
selectively (they did not take the Hin-
du caste system for example), but what
they did, including Indian art, religion,
political concepts and practices, helped
them to build stronger and more dura-
ble empires, under rulers who became
identified with powerful Hindu deities,
especially Shiva.

This is what might have happened
to the Indus Valley Civilization or Ha-
rappan culture when the nomadic pas-
toralists arrived. One must look close-
ly at whether and to what extent the
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Harappans might have shaped the in-
coming Indo-Aryan culture or vice ver-
sa. The interaction and possible merger
between the two cultures should be a
guiding principle and focus for further
research.

Sixth, there is considerable ar-
chaeological, literary, and sociologi-
cal evidence to show that India’s Vedic
Sanskritic civilization travelled far and
wide, to South India in a process which
the noted Indian sociologist M.N. Sri-
nivas called Sanskritization (Srini-
vas 1956, 481-96), and to Central and
Southeast Asia, if not to Europe. Shel-
don Pollocks idea of “Sanskrit Cos-
mopolis,” presented in his magisterial
The Language of Gods in the World of
Men, captures the story of this diffusion
convincingly (Pollock 2006).

What is also beyond doubt is
that the spread of Indian civilization
was done not through the sword but
through a peaceful transfer of ideas and
beliefs—not through colonization, but
through acculturation and localization.
This sets Indian civilization apart from
its major counterparts in the world. As
Paul Wheatley in his Presidential Ad-
dress to the Association of Asian Stud-
ies (AAS), noted, “the process by which
the peoples of western Southeast Asia
came to think of themselves as part of
Bharatavarsa (even though they had
no conception of India’ as we know it)
represents one of the most impressive
instances of large-scale acculturation
in the history of the world” (Wheatley
1982, 27-28).

The fact that this happened after,
not before the arrival of the Indo-Ary-

an pastoralists, need not be a matter of
shame for any proud Indian national-
ist. The peaceful spread of Indian civi-
lization to Central Asia, China, Japan,
Korea, and Southeast Asia is a stunning
achievement.

Next, a point about the longev-
ity of Indian civilization. This is a sep-
arate issue, but still important to the
current debate over the “out of India”
thesis. It stokes Hindu nationalist pride
to deduce from Rakhigarahi excava-
tions that the origins of the Harrapan
or Indus Valley Civilization might go
back to a much earlier period (seven
or eight thousand years). But if conclu-
sively proven, this does not negate the
eclectic founding of Indian civilization,
since the older civilization did not have
all the major Vedic traits. Because as we
now know, the people of Harappa did
not disappear, but merged with, the new
ideas and cultural practices brought by
the Indo-Aryans. Otherwise, we would
not have so much cultural overlap be-
tween the people of North and South
India, despite the latter being consid-
ered closer to Indus Valley people in
genetic terms.

This happens to all civilizations.
Witness the transformation of Chinese
civilization more than a thousand years
after it was founded with the arrival of
Buddhism from India. It is pretty hard
to think of Chinese civilization today
without considering the impact of
Buddhism, a foreign religion. But the
presence of Buddhism does not under-
mine Chinese claim to be one of the
oldest continuous civilizations in the
world. Accepting and establishing the
merger of the Indo-Aryans with the
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preexisting Indus Valley civilization
would enhance the claim of the India
to be the world’s oldest continuous civ-
ilization.

If the evidence of a merger be-
tween the Indus Valley and Indo-Ary-
an cultures is correct, it considerably
extends the lifespan of Indian civiliza-
tion. Presently, China claims to be the
world’s oldest continuous civilization.
But its earliest proven civilization is
Shang, from about 1600 BC period (the
claim of a Xia dynasty dating to 2000
BC has not been conclusively proven).
But the Indus Valley Civilization is no
myth. And it might have extended back
to a much earlier period (by seven or
eight thousand years). With evidence of
its continuity in both genetic and cul-
tural terms, it is India which stakes the
claim to the world’s longest continuous
civilization.

We thus need less politics and
more archaeological, historical, and an-
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ABSTRACT

This article analyses the descent of Manipur—a small state in India’s
north-east—into a civil war since May 2023. It describes the con-
flict and the humanitarian crisis that it has spawned with the state
government doing little for thousands whose homes and villages
have been burnt down or those who fled in fear. It explains how
the conflict rests on bitterly fought rival claims both of indigeneity
and access to land, with the Kuki falsely stigmatized as foreigners
and infiltrators. A court ruling for the dominant Meitei to be no-
tified as Scheduled Tribes ignited the conflict, because this would
enable them to buy hill lands. The Kuki, constitutionally protected
as Scheduled Tribes, feared being submerged in their homelands.
However, as the article elaborates, grounds for the conflict were
laid by a series of openly partisan and provocative actions taken by
BJP Chief Minister, N. Biren Singh. His notorious anti-Kuki rheto-
ric stigmatizing them as “illegal immigrants” and “foreigners” and
narco-terrorists; declaration of large, cultivated hill tracts as re-
served forests, cancellation of property deeds, and large-scale ejec-
tions had caused much consternation. He also withdrew ceasefire
protection to Kuki militants and tacitly encouraged Meitei militant
groups. Most culpably, the Meitei were allowed to loot over 4,000
modern weapons from various police armouries.

Keywords: Manipur, Meitei, Kuki, Northeast India, human rights
violation, Hindu Nationalism, Hate speech, Civil War, ethnicity,
Scheduled Tribes, indigeneity

Manipur: Una region danada

RESUMEN

Este articulo analiza el descenso de Manipur, un pequefo estado
en el noreste de la India, a una guerra civil desde mayo de 2023.
Describe el conflicto y la crisis humanitaria que ha generado, con
el gobierno estatal haciendo poco por miles de personas cuyos ho-
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gares y aldeas han sido destruidos, o para aquellos que han hui-
do con miedo. sido quemado. Explica como el conflicto se basa en
reivindicaciones rivales encarnizadas tanto de indigeneidad como
de acceso a la tierra, con los kuki falsamente estigmatizados como
extranjeros e infiltrados. Un fallo judicial para que los meitei do-
minantes fueran notificados como tribus reconocidas encendio el
conflicto, porque esto les permitiria comprar tierras montafosas.
Los Kuki, protegidos constitucionalmente como tribus reconoci-
das, temian quedar sumergidos en sus paises de origen. Sin embar-
go, como explica el articulo, las bases del conflicto las sentaron una
serie de acciones abiertamente partidistas y provocativas adopta-
das por el Ministro Principal del BJP, N. Biren Singh. Su notoria
retdrica anti-Kuki, estigmatizandolos como “inmigrantes ilegales”,
“extranjeros” y narcoterroristas; La declaraciéon de grandes exten-
siones de colinas cultivadas como bosques reservados, la cancela-
cién de titulos de propiedad y las expulsiones en gran escala ha-
bian causado mucha consternaciéon. También retir6 la proteccion
del alto el fuego a los militantes de Kuki y alenté tacitamente a los
grupos militantes de Meitei. Lo mas culpable es que a los Meitei
se les permitio saquear mas de 4.000 armas modernas de varios
arsenales policiales.

Palabras clave: Manipur, Meitei, Kuki, noreste de la India, viola-
cién de derechos humanos, nacionalismo hindu, discurso de odio,
guerra civil, etnicidad, tribus reconocidas, indigeneidad
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t the time I write this,' eight
Amonths have passed since Ma-

nipur—a small state in India’s
north-eastern region, abutting Myan-
mar—exploded into a civil war of the
kind that independent India has not
seen, with civilians of the two bitterly
warring communities, the Meitei and
Kuki, armed to their teeth with weap-
ons of modern warfare.

Religious and caste conflicts are
by no means new to India, and ethnic
conflicts have been rife in the states in
India’s north-east region. Mainland In-
dia has seen recurring cruel and brutal
attacks on oppressed-class Dalits and
indigenous Adivasis; violence against
religious minorities—most often Mus-
lims, but on occasion also against Sikhs
and Christians—with tacit to open
support of the state; and Maoist upris-
ings. India’s north-eastern states have
been torn apart by a range of often de-
cades-long insurgent movements most-
ly organised around ethnic lines.

Many commentators see close
parallels between the Manipur violence
of 2023 to the Gujarat anti-Muslim

communal carnage of 2002. What is in-
deed similar between these bloody con-
flicts separated vastly by geography and
two decades of time is that in both of
Gujarat and Manipur, the state govern-
ments were openly, even defiantly ma-
joritarian in their communal or ethnic
partisanship. In both of these, the state
governments took few steps to prevent
or effectively control the violence once
it broke out; nor to protect the lives and
properties of the targeted minorities—
Muslims and Kuki tribal communi-
ties respectively. And after the clashes,
both state governments did not extend
any comprehensive relief to the victim
survivors, nor ensure legal justice. An-
other similarity was that the same par-
ty—the Hindu nationalist Bharatiya
Janata Party—was in power in both the
central and state governments, but the
central leadership refused on both oc-
casions to remove the Chief Ministers
from office despite their disgraceful
failures and manifest unconstitutional
partisanship.

Other commentators view the
current conflict in Manipur as one
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more in a long series of violent ethnic
conflicts perpetrated by militant groups
affiliated with various ethnic groups
that have wounded Manipur ever since
its union with India in 1949. There are
an estimated 30 militant groups in Ma-
nipur. One indicator of the extent to
which violence is endemic to Manipur
is that while Manipur constitutes bare-
ly 0.2 percent of the total population if
India, its share in the number of crim-
inal cases under India’s anti-terror law
(UAPA) between 2014 and 2020 is as
high as 38 percent (2595). Jammu and
Kashmir, riven as it is with militancy,
comes a distant second at 1202 cases. In
1949, militant groups rose among the
Meitei and Naga people. The Kuki mili-
tant groups formed from the 1990s, par-
ticularly after a bloody conflict between
the Kuki and Naga that took 400 lives.
In recent years, the militant groups were
relatively dormant. The Naga groups
were in extended peace negotiations
with the Government of India. The In-
dian government had also joined a tri-
partite Suspension of Operations (SoO)
agreement since 2008 (Donthi 2023).
Two Meitei militias have been active in
the present conflict, the Arongal Tenn-
gol and Meitei Leepun. These are widely
believed to be actively patronised by the
Chief Minister Biren Singh.

There are no doubt echoes of
both of these streams of blood-letting—
ethnic and insurgent—in the Manipur
clashes of 2023. But the combat is Mani-
pur cannot be reduced to a communal,
caste or ethnic clash nor to a militant
insurgency of the kind that have racked
the country in the decades since Inde-
pendence. What makes it different from

both streams is the scale to which ordi-
nary citizens—and not just members of
militant groups—are armed in the 2023
Manipur combat with weapons of mod-
ern warfare, including assault rifles,
light machine guns and mortars. It is
this that has turned the state into a war
zone unlike what free India has seen.

Even eight months after this con-
flagration began, the hostilities show no
signs of any end. News of fresh gun-
fire, bomb explosions and casualties
on both sides continues to pour in. The
state has also effectively been militarily
partitioned by armed citizen action. Ci-
vilian groups including of women have
not permitted for eight months the pas-
sage of even food and medical supplies
or security personnel from the Imphal
valley to the hills, spawning an intense
humanitarian food and health care cri-
sis. The Imphal valley has been entirely
emptied out of its Kuki residents, and
the southern hills of their Meitei in-
habitants. Not just civilians, businesses
and professionals but even government
officials including policepersons, doc-
tors and teachers have felt compelled to
abandon their posts based on their eth-
nicity; now no Meitei can work in the
southern hills and no Kuki in the valley.

Even the ten Kukis elected to the
legislative assembly, including a minis-
ter, were unable to travel to Imphal for
assembly sessions or to attend office.
These ten Kuki MLAs, including eight
from the ruling BJP, issued a public
statement reflecting their desponden-
cy: “Our people can no longer exist”
in the state of Manipur because “the
hatred against our tribal community
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reached such a height that MLAs, min-
isters, pastors, police and civil officers,
laymen, women and even children were
not spared, not to mention the destruc-
tion of places of worships, homes and
properties.” To live amidst the Meitei
after this violence, they declared, would
be “as good as death” (Scroll.in, 12 May
2023).

x* % %

There are three main ethnic groups in
Manipur, the Meitei, Kuki-Zomi, and
Naga people. The Meitei are the po-
litically and economically dominant
group, constituting more than half the
population (53%). The Nagas form
around 17 percent of the population,
and the Kuki-Zomi around 26 percent.
There are also Meitei who are Muslim,
called the Pangal. They form 8 percent
of the population of Manipur. They are
also people who migrated from Nepal
and mainland India.

Whereas we refer in a kind of
short-hand to the Naga and the Kuki-
Zomi as though each of these are ho-
mogenous tribes, this is not a reality.
In fact, the Indian Constitution lists 34
tribes listed as Scheduled Tribes in Ma-
nipur (Das 2023). Some of these identi-
ty with the Naga cluster, and some with
the Kuki-Zo.

It is interesting that after the Ma-
nipur king had converted Manipur into
a constitutional democratic monarchy
in 1947 (Schoetz and Das 2023), the
first of its kind in Asia, the Constitution
reserved 30 seats in the legislature for
what it called the “General” category, 18
for the “Hill” people and 3 for the Mo-
hamaden (Muslim) citizens of Manipur.

The Meitei have tended to cluster
in the valley, the Kuki in the southern
hills, and the Naga in the northern hills.
There have been periodic occasions in
the past of spikes of bloody clashes be-
tween various ethnic groups. But for
the greater part they have lived side by
side peaceably. The separate living of
the three communities was not abso-
lute or hostile, because in areas where
one community dominates, the others
tend to cohabit peacefully as minorities.
However, the 2023 conflict threatens to
reverse this, because both Meitei and
Kuki people no longer feel safe living
side by side with each other.

* % %

The three major communities of Ma-
nipur today press rival claims both of
indigeneity and access to land. There
are rancorous wrangles about which
peoples are indigenous to Manipur and
who are outsiders. The claims to indige-
neity of the Meitei are indisputable; they
trace their history to one of the longest
unbroken dynasties in the world, the
Ningthouja, that goes back around two
millenia, from 33 CE. The kingdom for
the greater part was confined to the val-
ley, but on occasion included the hills
and even stretched up to the Irrawady
River in Myanmar (Schoetz and Das
2023).

The rulers and people followed
the indigenous animistic faith of Sana-
hism until the 18" century. In 1704
CE, the king converted to the Hindu
faith, and large sections of the people
followed his example by adopting the
Vaishnavite faith. The kingdom was
called Kangleipak. The king, now con-
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verted to Hinduism, renamed the king-
dom in 1724 CE to Manipur which in
Sanskrit name means the Jewelled Land
(Schoetz and Das 2023).

The claims of ancient belong-
ing to Manipur of the Nagas also are
likewise incontestable. They have lived
in the northern hills surrounding the
Imphal valley for nearly as long as the
Meitei inhabited the valley.

The disputes of belonging pivot
on the claims of the Kuki people, often
stigmatised as foreigners and infiltra-
tors in today’s majoritarian discourse.
The first archival mention of the Kuki in
Manipur is in British colonial records in
1777 CE (Schoetz and Das 2023). Some
scholars believe that the British aided
the settling of the more peaceable Kuki
people in the Manipuri hills as an offset
to the more belligerent Naga tribes. But
it is also true that the Kuki were ene-
mies of the colonial British and so the
veracity of colonial writings cannot be
taken for granted. Therefore, their hab-
itations in the Manipur hills could con-
ceivably be of even older vintage.

Even more than belonging, at the
core of the current combat liesland own-
ership. The dominant Meitei communi-
ty with more than half the population
occupy just 10 percent of the land. They
are barred from buying land in the hills,
inhabited predominantly by Naga and
Kuki tribal communities, because of the
special constitutional protections of the
Naga and Kuki as Scheduled Tribes. It
is the restiveness of the Meitei people—
and allegedly of large business hous-
es—that seek legal rights to buy lands
in the hills that fuelled the demand that

the Meitei too be notified as Scheduled
Tribes. If this is done, it would open the
floodgates of enabling them for the first
time to buy lands in the hills, which stirs
a dread of being submerged by the more
powerful outside community in their
own homelands.

%%

The immediate spark for the fearsome
2023 conflagration in Manipur was lit
by a ruling of a single-judge bench of
the Manipur High Court in March 27
that instructed the state government to
recommend that the Meitei be notified
as Scheduled Tribes in the Indian Con-
stitution (Lakshman 2023). This led to
outrage and existential anxieties among
the Kuki people, who feared that their
safe sanctuaries in the hills would be
invaded by the politically and econom-
ically dominant Meitei people, and us-
ing them as a front, by big businesses.
But the state government, instead of
allaying their anxieties instructively
chose not to appeal against this order.

This High Court ruling became
the proverbial straw that broke the cam-
el’s back. The ground for the inferno was
already laid by a series of openly parti-
san and provocative actions taken by the
BJP Chief Minister, N. Biren Singh.

To begin with was his anti-Kuki
rhetoric. He was notorious for this even
from the time before his defection from
the Congress to the BJP. But holding the
constitutional office of Chief Minister
did nothing to restrain him. The state
government also did not intervene to
restrain the leading local print and dig-
ital media outlets that ran a vicious hate
campaign against the Kuki, including
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distortions of their history and demon-
ising them in other ways as well.

The Chief Minister stigmatised
the Kuki people as “illegal immigrants”
and “foreigners.” He was not restrained
by the fact that the decennial censuses
from 1901 to 2011 did not reveal any
unusual rise in the non-Naga tribal
population, revealing the claim of the
Kuki being aliens to Manipur an evi-
dent falsehood (EGol 2023).

Second, he repeatedly disgraced
the Kuki as “poppy cultivators” (or
worse, narco-terrorists). It is true that
large acres of fields in the Manipuri hills
have been diverted by impoverished
Kuki farmers to cultivate poppies. Data
put out by the statutory Narcotics and
Affairs of Border (NAB) admits that
15,497 acres of land is under poppy cul-
tivation over the past five years. Of this,
13,122 acres were in Kuki-Chin-domi-
nated areas, 2,340 acres in Naga-dom-
inated areas and 35 acres under other
parts of the state (Achom and Choud-
hury 2023).

But it is unfair to lay the blame
for Manipur’s drug epidemic primarily
at the door of the Kuki people. This ille-
gal cultivation could not have continued
without the tacit consent of successive
governments in Manipur. And second,
there is no empirical basis for the Chief
Minister to claim that the Kuki are key
actors in the cross-border drug indus-
try centred in Myanmar (Donthi 2023),
making them answerable for the mas-
sive rise in drug addiction has grown
like a cancer across the valley. Local
commentators estimate that the scale
of the illicit drug trade in Manipur is

of around 50,000 crore rupees (which
is considerably higher than the entire
budget of the state) (Kapoor 2023); and
there is no convincing proof that the
processing and trafficking of drugs are
done by Kuki entrepreneurs. The giant
transnational drug industry could only
flourish with the patronage of people of
immense wealth and political clout in
Imphal, Delhi and Myanmar.

The Biren Singh government
also took major high-handed executive
steps that further fuelled the trepidation
and land anxiety among the Kuki. The
Kuki have for generations, indeed cen-
turies depended on shifting cultivation
in their forested hill habitats. But the
state government precipitously declared
parts of these hill tracts as “reserved”
and “protected” forests and cancelled
all land ownership documents begin-
ning from December 2022. The Editors
Guild reports that while this was trou-
bling enough for the Kuki, what led to
even more fear and rage among them
was “that the forest surveys, inquiries,
evictions and demolitions were carried
out only in the non-Naga inhabited
tribal areas, once again leading the Kuki
community to believe that it was being
singled out” (EGol 2023, 3). This led
inevitably to violent confrontations in
the early months of 2023, there were in-
evitably many clashes between officials
and the Kuki residents of these villages.
On April 3, 2023, a committee chaired
by the Chief Secretary cancelled all land
and property deeds and recognition of
villages within the newly declared re-
served and protected forest areas, with-
out any rehabilitation plan for the evict-
ed tribal population (EGol 2023, 3).
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The chief minister also launched
with much fanfare a “war on drugs”
The drugs of choice in the transnation-
al drug trade are “heroin, brown sugar,
prescription painkillers, cough syrups
and Yaba or WIY (‘World Is Yours)
pills” The government instead focussed
only on criminalising poppy cultiva-
tors, the majority of who are, as we saw,
Kuki. It did little to act against “the oth-
er components of the drug trade, the
smuggling of synthetics to Myanmar
and the smuggling in of drugs and their
distribution through Manipur” (EGol
2023, 4).

Again, summarily, without public
debate and explanations, in March 2023
the state government suddenly and uni-
laterally cancelled the tripartite Suspen-
sion of Operations (SoO) agreement
with the Kuki militants. This amount-
ed to a sudden unexplained withdraw-
al of what was effectively a ceasefire
with Kuki militants. The government
also withdrew the Armed Forces Spe-
cial Powers Act (AFSPA) only from the
Imphal Valley and not the hill districts.
The Editors Guild notes that this was
openly targeting the Kuki because “the
Kuki insurgent groups were in peace
talks with the Centre while the Meitei
insurgents active in the Imphal Valley
were outside any process of negotia-
tion for peace” (EGol 2023, 3). He also
posed for pictures with Meitei militias
like the Arambai Tenngol. The Editors’
Guild observed that this was under-
standably “seen by the Kuki-Zo tribals
as a partisan move in preparation for
violence against the Kuki, which came a
few weeks later” (EGol 2023, 3).

But the state action (or inaction)
that most transformed what would oth-
erwise have been at its worst a blood-
drenched ethnic conflict (of the kind
that Manipur had seen also in the past)
into a full-scale civil war, was allowing
with little resistance the looting of po-
lice armouries. On the day of the march,
throngs of Meitei people raided police
armouries and absconded with more
than 4,000 modern weapons. Among
these were assault rifles, long-range
guns, 51 mm mortars and over half a
million bullets. It is clear that the Mani-
pur police forces, most of them of Meitei
identity, did little to halt this plunder,
because there are no reports of signifi-
cant injury or loss of life both among the
police personnel and the civilian loot-
ers. This was not a one-time episode.
Instead, such raids recurred periodical-
ly. There are allegations that Kuki police
personnel in the hills stood by as crowds
of Kukis also looted weapons, but on a
much smaller scale (Donthi 2023). To
date, only a small fraction of these arms
has been recovered. This kind of serial
loot by civilians of state armouries with-
out resistance from the police, strong-
ly suggestive of the concurrence of the
state to arming themselves with lethal
cutting-edge weapons a section of citi-
zens with modern weapons, is unprece-
dented in independent India.

* X %

The fires of the combat were lit on
May 3 after tribal student groups or-
ganised protest marches in all district
headquarters with the call “Come Let
Us Reason Together” (Das 2023). But
during rallies in ten of sixteen districts
people of the two communities clashed
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violently. That night radical squads
of Meitei youth attacked and set afire
Kuki homes, villages and churches in
the Imphal valley and murdered many
including women and children. The fol-
lowing day, the Meitei, including wom-
en, spilled onto the streets in massive
counter-rallies, even preventing the
security forces from protecting and res-
cuing people, their properties, and vil-
lages and churches. These attacks were
quickly mirrored in the hills, where
people attacked and burned down most
villages and houses of Meitei minori-
ties in the hills. Horrifying incidents
of sexual violence also were reported,
in which women were stripped naked,

groped, and publicly raped and killed.

The murders, rapes, looting, and
gutting of thousands of homes, villages,
and religious shrines resulted in more
than 60,000 people turning homeless,
as both the Kuki and Meitei fled from
settlements in which they had lived
peacefully as minorities, after their
houses were vandalised and razed, and
over 300 churches burnt down. While
both communities have been badly rav-
aged by the violence, it is indisputable
that losses have been graver among the
Kuki, arguably the outcome of tacit or
open state government support for the
majoritarian Meitei community.

The state government is largely
absent from the relief camps, especially
for Kuki internally displaced persons in
the hills. A team of Karwan e Mohab-
bat, a civil society campaign for soli-
darity and justice for survivors of hate
violence (of which this writer is a part)
published a report about the humani-
tarian crisis into which the people in-

ternally displaced by the bloody clashes
have been thrust (Karwan e mohabbat
29 August 2023).

The governments of India and
Manipur have also done little—even
eight months into the conflict—to dis-
arm civilian populations and militant
militias, and to charge, arrest and pros-
ecute people charged with the killings
and rapes, the plunder of armouries,
and the vandalising and arson of homes
and villages

What needs deeper study is the
contribution of the Hindu suprema-
cist organisation, the RSS, in laying the
ground for the conflict. It is well-known
that RSS workers have been working
with dedication for many years in the
Manipur valley. The large majority of
the Meitei are Vaishnavite Hindus, and
most of the Kuki are Christians, aligned
to the local protestant Church of India.
But the clashes in Manipur, as indeed
all across Indias north-eastern states
have been not about religious but eth-
nic identity. Many observers suggested
in conversations with me that the RSS
has contributed to the recent surge of
“Meiteism’—a concerted campaign
to revive Meitei identity, religion and
culture often aligned with Hinduism”
(Bose 2023). Has the RSS been able to
converge Meitei sub-nationalism with
Hindutva nationalism? Are the Kuki
being demonised not just for their eth-
nicity but also for their religious faith,
feeding into the much older RSS trope
of alleged proselytising by the Christian
church? It is difficult to offer definitive
answers to these questions, but there
are signs on the ground that point in
this direction.
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* % %

The Kuki people have erected a Wall of
Remembrance in the hill town of Chu-
rachandpur. In the front is a long line
of empty black coffins. On the rear is
a wall with pictures of every person —
child, woman, and man—who lost their
live in this combat. On another wall
people write messages of tearful tribute
to the dead. For many months, on ev-
ery alternate day thousands of women
would wear black clothes of mourning
and collect at this memorial site to col-
lectively grieve.

After this writer travelled in
Manipur seven months after it had ex-
ploded with violence and hate, I took
the extraordinary step of writing to
all Members of the Indian Parliament
(MPs).2 T end this account with some
lines from my letter to the MPs.

[[ am bearing witness to a
Manipur that is] still badly bro-
ken—smouldering, = wounded
and aching. ...[The] informal
border that separates the two
bitterly warring communities,
the Meitei and Kuki, remains as
stubborn and unbending as it
was when they first took up arms
against the other. ... It is both
“unyielding” and “pitiless” ... [as]
109 bodies of Kuki men, women
and children killed during the
violence lay in the mortuary of
the medical college in Imphal for
seven months, until finally the
Supreme Court intervened and
bodies of 64 victims were airlift-
ed on 14 December. Up to then
no arrangements had been made
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to secure their safe transport
from the valley to the hills, and it
was not possible for the families
of the dead to travel to Imphal to
claim their dead for fear of being
murdered along the way. In the
mortuary of the Churachandpur
Medical College, another 46
bodies lay. The Kuki people
awaited the return of the corps-
es from Imphal before all the
killed people were buried side by
side in keeping with their cus-
toms.... [The wrenching condi-
tions of the] relief camps in the
hills from which the state is al-
most entirely absent ... Food is
austere, sanitation primitive and
children unschooled. The loss
of the residents in relief camps
in both the hills and the valley

. is profound—of homeland,
loved ones, home, friends, trust
and an entire way of life ... [The]
relief workers spoke to me of
the sharp spike in drug usage by
young people who found them-
selves trapped in the darkest of
despair. Despair deepens further
... because people battered by
the violence encounter few pub-
lic expressions of remorse, little
legal justice, too small an at-
tempt to confiscate the massive
cache of firearms looted from
police armouries, and no let-up
on the propaganda of hate. ...
[A] a very tiny trickle of people
has returned to their villages,
barely a few hundred. These too
are only young men trying to
cultivate their fields even at risk
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to their lives to better feed their return to their old burnt down
families in the camps. People of habitations to live side by side
both communities are convinced with the estranged community
that it is impossible for them to again.

Endnotes

1 I draw upon a range of my articles on the situation in Manipur, including “As Manipur cri-
sis intensifies, where is the state?” in The Indian Express, 2 August 2023, available at: https://
indianexpress.com/article/opinion/columns/manipur-visit-harsh-mander-karwan-e-mohab
bat-kuki-meteis-clash-8871974/; “Manipur: A Land of Settled Grief,” 1 Nov 2023, The Wire,
available at: https://thewire.in/security/manipur-a-land-of-settled-grief; and “In grief-struck
relief camps, songs and prayers heavy with suffering — Manipur, seven months later;” 20 December
2023, Scroll.in, available at: https://scroll.in/article/1060752/in-grief-struck-relief-camps-songs-and-
prayers-heavy-with-suffering-manipur-seven-months-later

2 Iwroteindividual letters separately to each of the MPs, on the dates 28 Dec 2023, 30 December
2023, and 2 January 2024, and sent these letters to them by post. I also published an online
copy of the letter on https://karwanemohabbat.substack.com/p/as-the-people-of-india-let-us-
care. I did not receive any acknowledgement of the letters from the MPs.
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ABSTRACT

When the BJP came to power in India’s General Elections of 2014,
it promised “ache din” (good days) to India’s citizens. In this arti-
cle, we examine the economic performance of the Indian economy
during the first and second terms of the Modi government, to assess
to what extent the Modi government could deliver on its promise.
We find that the macroeconomic performance of the Modi gov-
ernment has been strong, in comparison to other emerging econ-
omies. In the Modi government’s two terms in office, the Indian
economy was hit by two large negative shocks—demonetization,
which was policy induced, and the COVID-19 pandemic, which
wreaked havoc on the global economy. The Government also pri-
oritised the large-scale delivery of public goods and direct benefits
to the poor. However, “ache din” has yet to arrive in India, with
the persistence of unemployment and under-employment in the
economy, and the dearth of good jobs in manufacturing and trad-
able services. The key policy challenge of the Modi government as
it seeks a third term in office is to create productive jobs outside
agriculture for India for the country’s increasingly educated and
aspirational youth.

Keywords: Modi government, economy, demonetization, GST bill,
COVID-19 pandemic

:Deja que los buenos tiempos pasen? Desempeiio
economico del gobierno de Modi, 2014-2022

RESUMEN

Cuando el BJP llegé al poder en las elecciones generales de la India
de 2014, prometié “ache din” (buenos dias) a los ciudadanos de la
India. En este articulo, examinamos el desempefio econdémico de
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la economia india durante el primer y segundo mandato del go-
bierno de Modi, para evaluar hasta qué punto el gobierno de Modi
pudo cumplir su promesa. Encontramos que el desempefio ma-
croeconomico del gobierno de Modi ha sido sélido, en compara-
cién con otras economias emergentes. Durante los dos mandatos
del gobierno de Modi, la economia india se vio afectada por dos
grandes shocks negativos: la desmonetizacion, que fue inducida
por politicas, y la pandemia de COVID-19, que causd estragos en
la economia mundial. El Gobierno también dio prioridad a la en-
trega a gran escala de bienes publicos y beneficios directos a los
pobres. Sin embargo, el “dolor estruendoso” auin no ha llegado a la
India, debido a la persistencia del desempleo y el subempleo en la
economia y la escasez de buenos empleos en la manufactura y los
servicios comercializables. El principal desafio politico del gobier-
no de Modi en su busqueda de un tercer mandato es crear empleos
productivos fuera de la agricultura para la India, para los jévenes
cada vez mas educados y aspiracionales del pais.

Palabras clave: gobierno de Modi, economia, desmonetizacion,
proyecto de ley GST, pandemia de COVID-19
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I. Introduction

Elections of 2014, one of the rallying

cries of the Opposition party at that
time, BJP, was “ache din aane wale hain”
(good times are coming). The BJP led
by Narendra Modi won the 2014 Gen-
eral Elections by an absolute majority,
with 282 out of 543 seats. The victory
of the BJP in the 2014 elections was fol-
lowed by a more emphatic one in the
2019 General Elections, with the party
winning 303 seats.

In the run-up to the Indian General

Underlying the term “ache din”
was the promise of higher standards
of living for the majority of India’s cit-
izens. With the BJP now in power at
the centre for close to a decade, to what
extent has the BJP been able to deliv-
er on its promise of a better economic
future for India’s citizens? How has the
economy performed during the peri-
od 2014-2022? What have been the
government’s new economic policies
and programmes and how have they
fared? What have been the shocks that
the Indian economy faced since 2014,
what have been their effects and how

has the government responded to these
shocks?

In this paper, we provide an as-
sessment of the economic performance
of the Indian government. In Section
II, we examine the government record
in its macroeconomic performance. In
Section III, we take a look at the gov-
ernment’s policies and “big ticket” wel-
fare programmes. In Section IV, we
discuss the two large shocks that hit the
Indian economy in the first two terms
of the Modi government—demonetiza-

tion and the COVID-19 pandemic. Sec-
tion V concludes the discussion.

I1. India’s Macroeconomic
Performance in 2014-2022

roeconomic performance of the In-

dian economy since 2014. We first
look at Indias GDP per capita (in PPP
dollars) from 1990 (Figure 1). Except
for a dip in per capita income in 2020,
when economic activity in India as in
the rest of the world was curtailed due
to the COVID-19 pandemic, the rate
of economic growth remained fairly
strong in 2021-22 as compared to the
pre-2014 period. The growth rate of
GDP per capita in 2021-22 was 4.58
percent per annum as compared to 4.90
percent in 2001-2013 and 3.54 percent
in 1991-2000. Therefore, even with the
setback of the COVID-19 pandemic,
India maintained its strong econom-
ic performance in the two decades of
the 2000s, as compared to previous de-
cades, when economic growth was fair-
ly weak.

I n this section, we review the mac-

We next examine the sectoral
performance of the Indian economy in
2014-2022. In Table 1, we provide the
sectoral shares of output for different
years, in 1950-2022. We do not observe
any appreciable change in the sectoral
distribution of output in India in 2014-
2022. For example, the share of agricul-
ture in total output was 20.9 percent in
2014-15 and 21 percent in 2021-22.
Similarly, the share of manufacturing
was 17.4 percent in 2014-2021 and 18.4
percent in 2021-22. Sectoral growth
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rates in 2014-2022 are not very differ-
ent from the growth rates observed in
2001-2013 (Table 2). Manufacturing
and financial services, the two high
productivity sectors, grew at 6.6 and 6.6
percent annually respectively in 2014-
2022. In comparison, the same sectors
grew at 6.4 and 7.3 percent annually
respectively in 2009-2013. Therefore,
while there was no increase in econom-
ic growth both in the aggregate and
sectoral in the Modi period, India’s eco-
nomic performance in 2014-2022 fol-
lowed the same trajectory observed in
the earlier part of the 2000s.

We now look at India’s saving and
investment performance in 2014-2022.
In Figure 2, we plot the gross domestic

capital formation, gross fixed capital
formation and gross domestic savings
as percentages of GDP since 1970. It is
clear that there has been a slowdown
in savings and investment rates since
2010-2011. The savings and investment
(Gross Domestic Capital Formation)
rates were 29 and 31 percent in 2022, as
compared to highs of 40 and 34 percent
respectively in 2010-2011. India’s sav-
ings and investment rates still remain
high as compared to the rest of the
world; however, the slowdown in sav-
ings and investment rates observed in
the recent period may potentially neg-
atively impact on economic growth in
future years.

Figure 1. India’s per capita GDP, 1990-2022
Source: World Development Indicators, The World Bank.
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Table 1. Sectoral Shares of Output, India, 1950-2022 (in percentage)

Transport Financial services,
Trade, port, Real estate,
Agriculture repair; storage, ownership
Year gricuitt Manuf | Cons ’ communication & . Miscell
and Mining hotels and . of dwelling &
services related to .
restaurants . professional
broadcasting .
services
1950-51 51.5 11.4 2.9 3.9 2.9 18.0 9.3
1960-61 42.0 14.6 4.3 4.6 3.4 21.0 10.1
1980-81 37.8 18.2 53 7.4 4.0 14.4 12.9
1990-91 32.3 18.2 6.3 8.1 5.6 15.5 14.1
2000-01 26.2 17.4 6.8 9.4 7.0 17.5 15.8
2010-11 21.9 18.4 8.9 10.5 6.3 19.0 15.0
2014-15 20.9 16.3 8.5 11.5 6.8 20.5 15.4
2021-22 21.0 15.8 8.1 10.5 6.4 21.5 16.7

Notes: Manuf: Manufacturing; Cons: Construction; Miscell: Miscellaneous.

Source: Our calculations, data from Ministry of Statistics and Programme
Implementation, Govt of India, and the Reserve Bank of India.

Table 2. Sectoral Growth in Indian Economy, 1950-2021 (Average of annual percentage

growth)
Transport, Financial services,
Trade, storage, Real estate,
Period Total ?ﬁ?ﬁ;ﬁﬁ; Manufacturing | Cons hcf;};::;l d commu;:ication oylerligigp 8(: f Miscell
restaurants | services related professional
to broadcasting services

1950-1964 | 4.1 3.1 6.6 6.8 5.6 5.9 2.9 5.1
1965-1979 | 2.9 1.6 4.1 3.2 4.0 5.6 3.6 4.9
1980-1990 | 5.6 4.8 5.7 55 5.9 5.9 8.2 6.2
1991-1999 | 5.9 3.3 6.0 4.9 7.7 9.0 8.2 6.8
2000-2008 | 6.3 2.6 7.7 9.8 7.5 9.2 6.7 6.3
2009-2013 | 6.3 3.6 6.4 5.8 8.2 8.1 7.3 7.5
2014-2021 | 5.5 3.5 6.6 4.5 6.0 5.1 6.6 6.0

Notes: Cons: Construction, Miscell: Miscellaneous.

Source: Our calculations, data from Ministry of Statistics and Programme
Implementation, Govt of India, and the Reserve Bank of India.
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Figure 2. Savings and Investment Rates, India, 1970-2022

Source: World Development Indicators, The World Bank.

ITI1. The Modi Government’s
Economic Policies
and Programmes

hen the Modi government

came to power in 2014, its

principal economic objec-
tives were a) robust and rapid econom-
ic growth, along with high rates of job
creation, and b) the effective delivery
of public goods and social welfare pro-
grammes to India’s citizens, with the
aim of increasing the living standards
of the poor and nearly poor popula-
tion. On the first objective, the iconic
programme it launched soon after tak-
ing office was the “Make in India” pro-
gramme. The objective of the Make in
India programme was to make India “a
global design and manufacturing hub”
(Government of India 2015) by improv-
ing the business climate of the country.

The main idea was “to develop world
class manufacturing infrastructure by
encouraging investments, fostering in-
novation, promoting skill development
and strengthening intellectual proper-
ty protection” (Government of India
2015, 66). A very important part of the
Make in India programme was a slew of
business-friendly institutional reforms,
including simplification of tax proce-
dures, bankruptcy law reforms, and
other measures to improve the invest-
ment climate. More recently, there has
been a gradual re-introduction of cer-
tain protectionist measures as well as
schemes such as the Production Linked
Incentive programme to encourage do-
mestic Indian manufacturing.

By 2017, these initiatives seem
to have paid oft, leading to a big jump
in Indias Doing Business ranking, ris-
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ing to the 100" spot from the 130™ spot
in 2016. This jump was noted by the
World Bank, which pointed out in their
2017 Doing Business report that “India
[is] one of the top 10 improvers in this
year’s assessment, having implemented
reforms in 8 out of 10 Doing Business
indicators” (World Bank 2017). By 2020,
India’s ease of doing business score had
improved from 54.5 points in 2014 to
71.1. However, as Kar et al. (2020) argue,
such de jure reforms are unlikely to work
in an institutional context where de fac-
to state-business relations are informal
and cronyistic and where states do not
have the capacity to regulate capital ef-
fectively. Certainly, there is no evidence
that the doing business reforms or the
more recent protectionist measures led
to a large increase in corporate invest-
ment and economic growth as we have
seen in the previous section.

On the second part of the first
key objective, the Modi government
has not had much success in creating
productive jobs for the large proportion
of India’s labour force who are unskilled
and poor. The Unemployment Rate rose
to 6.18 percent in 2017-2018 before
falling to 4.37 percent in 2020-2021
(Padhi et al. 2023). Employment elas-
ticity of organized manufacturing also
remained low. Most workers remained
in agriculture—Sen (2023a) categorises
India as a structurally underdeveloped
country, a characteristic that it shares
with many low-income Sub-Saharan
African countries. There are relatively
few workers in formal manufacturing
and tradable, services in India, and
whichever workers that have managed
to move out of agriculture are in low

productivity construction or non-trad-
able informal services.

The Modi government’s limited
success in employment generation came
as a surprise, considering its initial aim
to revitalize the manufacturing sector
through the highly publicized Make in
India initiative. The underlying issues in
India’s manufacturing challenges are in-
grained and cannot be solely attributed
to the Modi government’s performance.
Rather, they can be connected to India’s
failures in promoting labor-intensive
industrialization similar to the devel-
opments in China and other East Asian
nations. As Sen (2008) argues, the na-
ture of the trade regime in India is still
biased towards capital-intensive man-
ufacturing—in spite of reforms which
have reduced the protection towards
the capital goods and intermediate
goods sectors. Furthermore, stringent
employment protection legislation—
among the most protective of formal
workers in the world—has reduced the
incentive of firms, especially those in
the purview of employment protection
legislation, to hire workers on perma-
nent contracts and pushed them to-
wards more capital-intensive modes of
production than warranted by existing
costs of labour relative to capital (Gupta
etal. 2008; Saha et al. 2013). Finally, sev-
eral infrastructural bottlenecks, espe-
cially in access to electricity, and other
impediments to entrepreneurial growth
in small firms, such as high costs of for-
malization, remain unresolved. This is
despite attempts made both by nation-
al and state governments to reverse the
impacts of a long history of licensing
and small-scale reservation policy that
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prohibited entry of large scale units in
labour intensive industries (Joshi 2010).
Admittedly, the lack of productive job
creation in India in manufacturing and
services is a deep structural problem,
persisting for several decades, which so
far has remained impervious to change,
in spite of the many attempts by nation-
al governments in India over the years.
Deep structural reforms are needed to
unlock the potential of Indian man-
ufacturing to create jobs, including
comprehensive reforms of India’s factor
markets—labour markets, credit mar-
kets, and land markets.

The second key objective of the
Modi government was to prioritise
the delivery of public goods and social
welfare programmes in an effective,
non-corrupt and transparent manner.
Public goods in this case were not only
classic public goods such as education
and health, but goods that essential
but are normally privately provisioned
(the former Chief Economic Adviser
of the Government of India, Arvind
Subramanian, calls it the “New Wel-
farism™). Several of the programmes
that the Modi government prioritised
were the continuation of programmes
of previous BJP and Congress gov-
ernments. Examples of these were the
massive rural roads construction pro-
gramme, Pradhan Mantri Gram Sevak
Yojana, PMGSY (initiated by the BJP
led government in 2000) and the Aad-
har card, which was the world’s largest
biometric card system (initiated by the
Congress led government in 2009). The
Aadhar rollout, in particular, allowed
the national and state governments to
distribute direct benefits to the poor,

to their Aadhar-linked bank accounts.
It is generally recognised that the leak-
age of subsidies to the poor, which has
been the bane of Indian state’s delivery
of public programme, lessened consid-
erably after the introduction of Aadhar
linked direct benefits schemes. Other
programmes of previous governments
that were implemented with great zeal
by the Modi government were rural
electrification, where the proportion
of villages electrified went up from 88
percent in 20