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The previous Block has discussed the study of rural social structure. The rural social
structure includes all these aspects in social, economic and political institutions. Thus,
a rural community is a separate entity on its own. A correct idea about the rural social
structure comes with an understanding of the characteristics of rural community. The
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about rural factionalism. Especially it’s meaning, characteristic and cause of
Formation of the Faction.
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INTRODUCTION

Poverty in India is widespread, and a variety of methods have been proposed to
measure it. The official measure of Indian government, before 2005, was based on
food security and it was defined from per capita expenditure for a person to consume
enough calories and be able to pay for associated essentials to survive.
1.2

LEARNING OBJECTIVES

After completion of this unit, you should be able to:
 Explain the concept of poverty
 Define different types of poverty
 Illustrate different components of poverty
 Describe different causes of poverty in India
 Enlist different consequences of poverty in India

1.3

DEFINITION & CONCEPT OF POVERTY

Poverty can be defined as a social phenomenon in which a section of the society is
unable to fulfill even its basic necessities of life.


C.T. Kurien defined poverty as the socio-economic phenomenon whereby the
resources available to a society are used to satisfy the wants of the few while
many do not have even their basic needs met. Poverty is generally manifested in
terms of low incomes, inadequate housing, poor health, limited or no education,
high infant mortality, low life and work expectancy, and in most cases a general
sense of despondency and despair. Poverty as a concept is closely related to
inequality and may also be identified with unemployment. Given the average
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income level, higher level of inequality will tend to be associated with a higher
level of poverty. Poverty has always had several, not entirely separable
meanings and is always defined according to the conventions of the society in
which it occurs. In the economic sense it is defined as a state wherein an
individual cannot satisfy his minimum needs for healthy living in a given social
environment. Many social scientists tend to treat poverty essentially as
deprivation, but it has multi-dimensional character. Thus it can be economic,
cultural, social or psychological poverty.


Martin Rein has defined poverty on the basis of subsistence, inequality and
externality concepts. Subsistence is concerned with the minimum provision
needed to maintain health and working capacity. Inequality is concerned with
relative position of income groups to each other, since the concept of poverty
has to be seen in the context of society as a whole. Lastly, externality is
concerned with the social consequences of poverty for the rest of the society
rather than in terms of the needs of the poor. There are, however, two major
problems involved in defining the concept of poverty. The first relates to the
problem of identifying the 'poor' and the second is the problem of measurement.



Rowntree was the first in Britain to consider in detail the problems involved in
defining poverty, and clearly saw his approach was being based on absolute line.
A family was considered to be living in poverty if its total earnings were
'insufficient' to obtain the minimum necessaries for the maintenance of merely
physical efficiency.' In the United States, Orshansky has given a similar
definition of poverty to that of Rowntree's on the basis of the 'estimates' of
minimum food expenditure. A study of poverty of the nations has a greater
relevance today even after so many measures have been taken by various
governments and International organisations to eradicate the global poverty
because mass poverty exists in vast areas of Asia, Africa and Latin American
countries. Even the developed countries have some pockets of mass poverty.
However, the problem is acute in the developing countries, especially India. The
poverty has its origin in the feudalistic relations of production. The collective
degradation of hundreds of millions of human beings with such mass poverty is
a shocking commentary on the whole texture of human existence as well as the
true content of apparent human values in the developing world, or perhaps in the
world as a whole.

A developed country, industrialized country, or "more economically developed
country" (MEDC), is a sovereign state that has a highly developed economy and
advanced technological infrastructure relative to other less industrialized nations.
Most commonly, the criteria for evaluating the degree of economic development are
gross domestic product (GDP), gross national product (GNP), the per capita income,
level of industrialization, amount of widespread infrastructure and general standard
of living.
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A developing country, also called a third world country, a less developed
country or underdeveloped country, is a nation with a less developed industrial
base and a low Human Development Index (HDI) relative to other countries.
Mass poverty is a situation where a large percentage of population suffers from a
chronic shortage of food and other basic needs like clothing, housing, medical, and
educational facilities and hence are victims of ill-health, disease, sheer animal
hunger, reduced longevity and ignorance which is an obvious phenomenon in any
third world country. The concentration of mass poverty in the developing countries
and of economic affluence in the developed countries has, however, conic into
existence only during the last two centuries or so. In ancient times the developed
countries had no civilization comparable to that of the Indus Valley, Nile Valley,
Yangtse Valley or to the Maya and Inca Civilizations of the South.
But the industrial revolution transformed the techno-economic infrastructure of
Europe and it paved for the acceleration of economic development, which was not
spread to the developing countries for the first time in the history. After that,
industrial nations even completed what is called the second industrial revolution and
entered into the threshold of third stage. On the other hand the developing countries
are labouring in the first phase of the kind of industrial revolution. This major
divergence in the level of techno-economic progress in the two hemispheres is
generally regarded as the prime cause for the economic advancement of developed
nations and the relative economic backwardness of developing countries, of which
mass poverty is the predominant characteristic.
It should be noted here in this connection that the contemporary developed countries
also experienced mass poverty in the earlier stages of their modern economic
development. England started experiencing the problem of large scale poverty in the
Tudo period which was further intensified by the growing unemployment in the first
phase of the industrial revolution during the seventeenth and eighteenth centuries.
The rest of the Western Europe also experienced the same. In the U.S.A., several
million African slaves, Red Indians paid the price of modern economic development,
although virtually unlimited land and natural resources were available for the
purpose. Even in Japan mass poverty not only existed during the Tokugawa era but
even after the Meiji restoration. But mass poverty in these countries was
progressively eradicated through rapid economic development relatively over a long
period of time in the capitalistic countries than the Soviet Union. The concept of
poverty can be seen in the context of the society as a whole, including both poor and
non poor. Two basic approaches to the concept of poverty were found in economic
literature, namely, absolute poverty and relative poverty.
The concept of absolute poverty is based on absolute norms for living (measured in
terms of consumption expenditure) laid down according to specified minimum
standard and all such individuals or groups whose consumption expenditure is found
to be below this standard are classified as poor. This concept is directly related to the
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minimum level of consumption. In most of Indian studies on poverty, the focus has
been mainly on measuring the number of people living in absolute poverty as this
problem looms large in vast parts of the country and affects the majority of the
population. Most of the Indian studies on poverty have used caloric norms of food
intake as the basis for identifying the poverty line. Accordingly, estimates of the
population living in poverty during sixties and seventies were made at different
points of time.
Check Your Progress – I
Note: a) Use the space provided for your answers.
b) Check your answers with the possible answers provided at the end of this unit.
1) Define the ‘Concept of Poverty’.
Ans.

2) What is absolute relative poverty?
Ans.

1.4

CAUSES OF POVERTY

Poverty is regarded as a vicious circle. It is the product of different causes. Some of
the thinkers have attributed it to a single cause but as poverty is a multi dimensional
problem, multiple factors are responsible for it. According to hennery George, the
main cause of poverty is the personal ownership and monopoly of individual on the
land. He writes “in great cities where land is so valuable that it is measured by foot
you will find extreme of poverty and of luxury.” Marx said the main causes of
poverty are the exploitation laborers by the capitalists. Malthus said, poverty
increases because of the fact that, while the food production increases in arithmetical
progression, the population increase in geometric progression. These views lay
emphasis on a singular cause of poverty but modern social scientists consider that
poverty is the result of multiple factors.
1. Agriculture is the key
This means that the government should have in priority overhauled the agricultural
sector. By improving agricultural productivity it would have directly alleviated
poverty by the hundreds of millions (just like in China did in the 1990s). But what
happened is totally different. Governments gave a disproportionate priority to the
cities and the services sector (notably banking, insurance, finance, real estate and IT
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services), thus trying to leapfrog the usual pattern economic development: from
agriculture to manufacture to services (in terms of importance in the economy).
2. Economic reforms and causes of poverty in India
Manufacturing, when well-handled, can literally provide hundreds of millions of jobs
to workers coming from the rural exodus. After what you would usually invest in
education and bring the emergence of the services sector. Right now, at this stage of
development the services and especially IT and finance sector typically don’t employ
a lot of people. Although the tertiary sector (services) represents 50% of India’s
GDP, it employs only... 2 million people! So many Indians are quite right to
complain that globalization and modernization benefit only the rich.
Major Sector of Indian Economy
Primary Sector: It depends directly on natural resources to execute the various
processes and manufacture the goods and services needed to keep the whole
operation going
Secondary Sector: In this sector of the national economy, natural ingredients are
used to create products and services that are consequently used for consumption..
The major examples of this sector are manufacturing and transporting.
Tertiary Sector: Indian economy’s tertiary sector is also referred to as service sector
that plays an important role in development of the other two sectors. Like the
secondary sector it also provides value addition for a product.
3. Neglecting the poor, once more
However the manufacturing sector is finally growing, so there are good prospects to
reduce the massive unemployment and hence tackle one of the causes of poverty in
India. But… that leaves the problem of rural poverty. To compare once more with
China, the Chinese government has the merit to have very gradually opened its
country and markets to the outside world rather than a “shock therapy”. This means
that it kept for more than a decade its rural safety nets, giving time to people to adapt
to the transition and changes. On the other hand India just left its rural poor on their
own, and their opposition to globalization is in fact very typical: every developing
country where social safety nets were quasi absent has in general a defiant
population to the global process.
4. Market liberalization and globalization
Growth and liberalization have contributed to the causes of poverty in India. They
have exacerbated inequalities within the population and reduced the role of the state
while it was direly needed to develop the country. In this sense growth itself risks
stirring some tensions within a country between those who got rich and those who
were left out. There’s nothing wrong with market liberalization in itself but in a
developing country it can be disastrous because market forces will only invest in
profitable areas which leaves plenty excluded in the country. The role of the state
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here is thus one of empowering citizens and making sure they can participate in the
economy and growth of the country.
5. Land inequality and social justice
What the government needs is precisely to make sure that the people can also ripe
the benefits of the economic growth. So even if the growth in the third sector is
impressive, there’s still a huge surplus of jobless or underemployed workers at the
countryside. And over there, the issue of land inequality is an important bone of
contention that if resolved could substantially alleviate poverty. The fact is that for
each village, a few land owners have most of the land which they rent to other
people to work on, at ridiculously high prices. It’s a bit like the rent seekers in feudal
societies: they prevent any real growth from happening and just suck up all the
money - that they don’t reinvest since they don’t care all that much about the land
itself. Not only is the situation stuck because of this, but land inequalities also reflect
the huge imbalance of power carved in the rural society.
6. Land distribution - a marker of development
Nearly all the developed countries have shown at some point a pattern of very welldistributed land ownership (at least within the rural population), where up to 70 to
80% of the population would own the land (rather than 5% for example). From then
on, economic development happened on the basis of more equal societies. But
owning land also has a huge impact on agricultural productivity as people are
generally willing to invest only in land they own and exploit for themselves. This
increase in agricultural productivity then means more growth and less poverty at the
same time. After that, people start nurturing their physical and human capital, their
children can afford school, and the household gains higher social status, thus
reducing social inequalities and problems of access to resources. So, land
distribution is closely tied to economic power, social power and social status. The
only little snag is that it takes a decade or two for the effects of land reforms to be
felt in the economy, and long term prospect is usually a poor incentive in modern
politics.
7. Landowners and powerful pressure groups
In fact there’s another great hurdle: landowners. Ever since India’s independence,
land reforms have been on and off the political agenda and every time successfully
thwarted by the efforts of landowners, although sometimes rightfully as the state had
plans to strip them of their land without any compensation. Then again local
officials, working hand in hand with property developers, have often achieved to
expel countless poor farmers of their house without compensation, or pay, or notice.
It just happened overnight. But doing that to richer farmers would of course upset the
power structure in the society, which remains one the causes of poverty in India by
creating systemic discrimination.
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8. Land grabs, another reason for poverty in India
In any case, big land owner or small poor, one just doesn’t go and take people’s land
without paying compensation for what you’re doing. And it’s not about paying a few
symbolic rupees as it happens so often. It should be something more significant, up
to an annual compensation - a real and fair incentive. In the end you’re taking the
land to generate a great deal of wealth, so you could at least play it fair. In a socalled democracy, if private property is not respected, if there’s no law, then people
have very limited incentives to invest in their land and make it more profitable. They
distrust their government and politicians and make it even more difficult to
implement any policy at the end of the day. Today India still lacks the basic
administrative and legal frameworks to make property transfers possible, or easier, in
order to keep on implementing decades old land reforms.
9. Caste-based segregation
The Constitution of India has officially abolished the system of caste in the country a
while ago (1950), and yet it’s hard to get rid of an age-old system that organizes
society. It’s particularly for the dalits (150 million people) – i.e. the Untouchables or
Harijans – that things prove difficult. Being the out-caste “caste” (i.e. so low in the
social hierarchy that technically they don't belong to any caste), they’ve never even
got a chance to work in agriculture. Everyone from landowners to local farmers look
down on them and refuse them jobs on the ground of stereotypes such as “they don’t
work, they steal”.
Segregation can become quite intense when the whole society puts its mind to it.
Indians are obviously not evil, but as in any society that struggles with huge poverty,
social classes vie for resources. And the existence of very specific classes in India
helps this process. Of course, the picture is not all black & white. Ever since the
Constitution was introduced, huge efforts have been made to provide the dalits with
jobs and education, while certain groups lobby for their civic rights. But once again,
given the size of India, it would really take the help of the whole population for
things to change for good.
10. Social and institutional discrimination:
In a way, the causes of poverty in India partly rely on social structures and relations.
This creates a discrimination that generates an “artificial” poverty: between castes
and genders, between religions and tribes. Some are even more artificial considering
for instance the knives-out hostility with Indian Muslims, whereas a century ago
there were prejudices but certainly not as fierce as they are since the independence of
Pakistan. Likewise, in many cases the situation of women and their bottom low
participation in the economy among Asian countries counts as one more issue among
the causes of poverty in India. Their restricted access to education in rural areas also
makes any kind of family planning and educative campaign on child diseases or
education quasi ineffective.
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1.5

CONSEQUENCES OF POVERTY

1. Illiteracy: Poor people constitutes greater share of illiterate population.
Education becomes extremely difficult when people are deprived of basic
necessities of life
2. Child Labor: In India, a large number of young boys and girls are engaged in
child labour. In 2009–10 a nationwide survey found child labour prevalence had
reduced to 4.98 million children (or less than 2% of children in 5–14 age group).
The 2011 national census of India found the total number of child labour, aged
5–14, to be at 4.35 million, and the total child population to be 259.64 million in
that age group
3. Nutrition and diet: Poverty is the leading cause of insufficient diet and
inadequate nutrition. The resources of poor people are very limited, and its
effect can be seen in their diet.
4. Poor living condition and Housing problems: They don’t get proper living
conditions. They have to fight the hardship of poverty to secure food, clothes
and shelter. A large number of poor families live in houses with one room only.
However, continuing on its rural policy tilt unveiled recently with the Union
budget, the government approved the "House for All" scheme to construct 2.95
crore houses in rural areas, setting a 2022 deadline. The estimated expenditure
for implementing the housing project from 2016-19 is Rs 81,975 crore. "It is
proposed that one crore households would be provided assistance for
construction of pucca house from 2016 to 2019
5. Unemployment: Poor people move from villages to towns and form one town
to another in search of employment/work. Since, they are mostly illiterate and
un-skilled, there are very few employment opportunities open for them. Due to
unemployment, many poor people are forced to live an unfulfilled life. As per
statistics, from 1983 till 2011, unemployment rates in India averaged 9 percent
reaching an all-time high of 9.4 percent in December 2010 and a record low of
3.8 Percent in December 2011. In India, the unemployment rate measures the
number of people actively looking for a job as a percentage of the labour force.
6. Hygiene and sanitation: These people have little knowledge about hygiene and
proper sanitation system. They are not aware of the harmful consequences of not
maintaining proper hygiene. The government is taking initiatives to make
available clean and safe water, and proper sanitation system to them.
1.6




LETS US SUM UP
Poverty in India is widespread, and a variety of methods have been proposed to
measure it. The official measure of Indian government, before 2005, was based
on food security and it was defined from per capita expenditure for a person to
consume enough calories and be able to pay for associated essentials to survive.
Almost 42% of the rural poor fall into the most economically disadvantaged
group of agricultural labour. Furthermore, more than half of this group consists
8










1.7

of Scheduled Castes and Scheduled Tribes (SCs and STs). Overall, SCs and STs
constitute about 25% of the rural population but account for more than 42% of
the poor.
According to one theory, the establishment of British rule was responsible for
the emergence of a distinct class of agricultural labourers in India. According to
the second theory, the genesis of agriculture was responsible for poverty. The
lack of data on the numbers of agricultural labourers in India before the era of
the all-India. censuses has led to the belief that this class was small in size on the
eve of the British rule.
Despite the country's gigantic GDP growth rate (about 9%), poverty in India is
still continuing; especially in rural areas where 70% of India’s 1.2 billion
population live. It is one of the fastest growing economies in the world and yet
its wealth is hardly redistributed across the population.
Almost 42% of the rural poor fall into the most economically disadvantaged
group of agricultural labour. Furthermore, more than half of this group consists
of Scheduled Castes and Scheduled Tribes (SCs and STs). Overall, SCs and STs
constitute about 25% of the rural population but account for more than 42% of
the poor.
There are many causes of poverty including poor agriculture production,
globalization, market liberalization etc.
Consequences of poverty include illiteracy, child labour, unemployment, poor
housing, unemployment, social tension etc.
GLOSSARY

Millennium Development Goals (MDGs): are the world's time-bound and
quantified targets for addressing extreme poverty in its many dimensions-income
poverty, hunger, disease, lack of adequate shelter, and exclusion while promoting
gender equality, education, and environmental sustainability
Poverty: is general scarcity, dearth, or the state of one who lacks a certain amount of
material possessions or money. It is a multifaceted concept, which includes social,
economic, and political elements. Poverty may be defined as either absolute or
relative.
Liberalization: (or liberalisation) is a relaxation of government restrictions, usually
in such areas of social, political and economic policy. This may be similar to
deregulation.
Globalization: is a process of interaction and integration among the people,
companies, and governments of different nations, a process driven by international
trade and investment and aided by information technology
1.8

CHECK YOUR PROGRESS: ANSWER KEYS

Ans to Q1: poverty as the socio-economic phenomenon whereby the resources
available to a society are used to satisfy the wants of the few while many do not have
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even their basic needs met. Poverty is generally manifested in terms of low incomes,
inadequate housing, poor health, limited or no education, high infant mortality, low
life and work expectancy, and in most cases a general sense of despondency and
despair.
Ans to Q2: The concept of absolute poverty is based on absolute norms for living
(measured in terms of consumption expenditure) laid down according to specified
minimum standard and all such individuals or groups whose consumption
expenditure is found to be below this standard are classified as poor. This concept is
directly related to the minimum level of consumption.
1.9
1.
2.
3.
4.
1.10

MODEL QUESTIONS
What is Poverty and gives some important definition of it?
Differentiate between absolute and relative poverty?
What are the causes of poverty in rural India?
What are the consequences of poverty in rural India?
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2.1

INTRODUCTION

The problem of unemployment is perhaps the most serious and crucial problem that
India is facing in 21st century. The unfortunate situation of educated and uneducated
youth of the country has resulted in deteriorating condition of law and order.
Unemployment is a social scourge. It is wasteful and impoverishing and generates
discontent, frustration and resentment. Ultimately, if not checked and reversed, it can
lead to the disintegration or destruction of the society itself.
2.2

LEARNING OBJECTIVES

After completion of this unit, you should be able to:
 Explain the concept of unemployment in rural India
 Analyse different types of unemployment in rural India
2.3

UNEMPLOYMENT: MEANING AND CONCEPT

Unemployment causes permanent losses of output of goods and services. The
unemployed are faced with financial insecurity, resulting in poverty and
indebtedness. Certain kinds of criminal activity are directly related to
unemployment. Many studies have linked unemployment to family disruption,
suicide, ill health (physical and mental), drug addiction, homelessness, malnutrition,
poor prenatal care, school dropouts, racial and ethnic antagonism, and other social
problems (see, e.g., Jahoda, 1982). Unemployment also differentially affects certain
sectors of the population, so that disadvantaged minorities, those with little
11

education, and youth, e.g., can suffer from rates of unemployment two to ten times
the overall rate.
Forstater (1998) narrates unemployment also can destabilize business expectations,
as fears of low demand cool private investment. Related to this, unemployment can
also lead to technological stagnation. If, as Marx and others suggest, high levels of
employment stimulate technical innovation, unemployment would be associated with
less innovation. Firms with high and stable levels of demand have the resources and
the incentive to support going high tech; with high unemployment and thus cheap
labour, firms lack the resources and the incentive to retool. It has also been shown
that unemployment leads to deterioration in labour skills. All of this suggests that
unemployment may lead to lower productivity growth.
In Marx, unemployment serves several functions. First, it provides the system with a
pool of available labour from which to draw when the pace of accumulation
increases. Second, unemployment serves to discipline workers, who may not fear
being laid off in an environment of full employment. Third, unemployment holds
down wages, since one of the ways in which unemployment disciplines workers is to
decrease their bargaining power and thus keep wages from rising. Thus, in this view,
unemployment is not only a natural by-product of capitalism, it is essential to its
smooth operation.
Further, economic growth by itself does not solve the problem of unemployment.
Prabhat Patnaik has succinctly remarked, "A higher arithmetical figure of growth
rate is neither a necessary nor a sufficient condition for alleviation of
unemployment." In fact, there exists a real conflict between the objectives of
economic growth and employment in the early phase of economic development. The
possibility of an increase in unemployment is not to be completely ruled out in a
rapidly growing economy. Examining this issue in the existing Indian context,
Prabhat Patnaik has very correctly argued that, "While growth per se means nothing
for unemployment, this growth fetishism can be exploited by finance capital to wrest
concessions to the detriment of employment objective ...”
Unemployment in India is characterised by chronic (disguised) unemployment.
Government schemes that target eradication of both poverty and unemployment
(which in recent decades has sent millions of poor and unskilled people into urban
areas in search of livelihoods) attempt to solve the problem, by providing financial
assistance for setting up businesses, skill honing, setting up public sector enterprises,
reservations in governments, etc. The decline in organised employment due to the
decreased role of the public sector after liberalisation has further underlined the need
for focusing on better education and has also put political pressure on further
reforms. India's labour regulations are heavy even by developing country standards
and analysts have urged the government to abolish or modify them in order to make
the environment more conducive for employment generation.
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Hazari and J. Krishnamurthy have brought out the conflict between growth and
employment inherent in the Mahalanobis strategy which guided India's development
efforts for about two decades. However, until the Five Year Plan 1978-83 was
formulated, this conflict was not recognised by the government. The assumption of
the Plans was that growth would automatically solve the unemployment problem.
However, this was not to be. Since the adoption of neo-liberal economic policies in
India over the past one and a half decades, the government's obsession with the high
rate of economic growth has made it completely oblivious to possible conflict
between economic growth and employment. Hence, in recent years growth in India
has been mostly "job less" and sometimes even "job loss". This is substantiated by
the fact that during the 1990s and early years of the current decade, unemployment
has increased.
The ILO definition of unemployment covers people who are: out of work, want a
job, have actively sought work in the previous four weeks and are available to start
work within the next fortnight; or out of work and have accepted a job that they are
waiting to start in the next fortnight.
ILO states that to be considered as being unemployed individuals must:
1. Have been out of work for 4 weeks.
2. Be able to start work in the next 2 weeks, so they must be readily available for
work.
3. Workers only need to be available for work for one hour per week, so part-time
unemployment is included in the measurement, though these workers are
unlikely to claim unemployment benefit. This tends to make ILO unemployment
much higher than the Claimant Count.
According to Experts, the Count of people being without a job is on the rise in India
as economic slowdown and slower business expansion activities cast a shadow on
employment generation, Indicating sluggishness in the country's job market, the
International Labour Organisation (ILO) has said in its recent report that the
unemployment scenario in India over the last two years has been showing a rising
trend going by ILO's latest estimates, India's jobless rate could be 3.8% this year.
Ritu Mehrotra, VP Global HR and Talent Management of Bristlecone, a Mahindra
Group company, said that due to migration to urban areas there is a sharp rise in the
unemployment rate in rural areas as well. She told Government should step up their
efforts to support skill and retraining activities to address the gaps between demand
and supply of work skills and qualifications and to address long-term
unemployment," Unemployment rate in India is showing an increasing trend since
2011 when it was 3.5%. The same rose to 3.6% in 2012 and climbed to 3.7% last
year and jobless rate is expected to rise to 3.8%, according to the report 'Global
Employment Trends 2014'.
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According to the ILO report, it has been argued that India was experiencing 'jobless
growth' due to the fact that total employment grew by only 1.1 million from 2004/05
to 2009/10 (based on the National Sample Survey), representing an employment
elasticity of almost zero.
However, total employment in India expanded from 2009/10 to 2011/12 by a much
healthier 13.9 million, "though many of these jobs are in the informal economy," it
added.
2.4

TYPES OF UNEMPLOYMENT

Sociologists study social patterns that many people share. As the sociologist C.
Wright Mills wrote over 40 years ago, if one person is unemployed, it is a personal
problem, but if thousands of people are unemployed, their difficulty is a social
problem. Sociologists look for root causes of such social patterns in the way society
is organized and governed (Mills 2000).
Nine important types of Unemployment found in Modern Societies are:
1. Voluntary unemployment
2. Frictional unemployment
3. Casual unemployment
4. Seasonal unemployment
5. Structural unemployment
6. Technological unemployment
7. Cyclical unemployment
8. Chronic unemployment
9. Disguised unemployment.
The various types of unemployment may be classified as follows:
1. Voluntary and involuntary Unemployment:
It is a situation when a person is unemployed not due to unavailability of jobs in the
economy, but because of not being able to find employment of his/her own choice.
Sometimes people reject employment opportunities if they do not receive desired
wages or if they are not offered the kind of work they wish to do.
Voluntary unemployment may be a national waste of human energy, but it is not a
serious economic problem with any social repercussions. Voluntary unemployment
is consistent with the state of full employment.
An involuntary unemployment means a situation in which all able persons who are
willing to work at the prevailing wage rate do not get work. Such people are (i)
physically and mentally fit to work and are also (ii) willing to work at the going rate
but are out of Job. Thus, their unemployment is involuntary (i.e., not voluntary)
because they are rendered unemployed against their wishes. This type of
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unemployment is due to deficiency of aggregate demand sufficient to ensure full
employment. It indicates excess supply of labour which the rigid wage-rate has
failed to eliminate. In short, if involuntary unemployment exists, the economy cannot
be said to be at the level of full employment equilibrium. It will indicate underemployment equilibrium in the economy.
2. Frictional Unemployment:
Frictional unemployment is a temporary phenomenon. It may take place in various
ways. When some workers are temporarily out of work while changing jobs, it is
called “frictional unemployment.” Similarly, strikes and lockouts may result in the
suspension of work, and there may exist some frictional unemployment for the time
being. To some extent, frictional unemployment is also caused by the imperfect
mobility of labour. Factors inhibiting the geographical or occupational movement of
unemployed workers into vacant jobs, thus, cause frictional unemployment.
According to economists like Keynes and Lerner frictional unemployment is a kind
of unemployment, which is quite consistent with the condition of full employment in
an economy. Frictional unemployment is due to difficulties in getting workers and
vacancies together. Hence the problem of frictional unemployment should be dealt
with by some special devices for overcoming the mobility of labour such as spread
of information about job opportunities, arrangement for jobs through employment
exchanges, improvement in transport facilities etc., can help reduce the magnitude of
frictional unemployment.
3. Casual Unemployment:
In industries such as building construction, catering or agriculture, where workers
are employed on a day- to-day basis, there are chances of casual unemployment
occurring due to short-term contracts, which are terminable any time. Thus, when a
worker’s contract ends after the completion of work, he has to find a job elsewhere,
which he is likely to get depending on circumstances or he may get a fresh contract
with the same firm when some new work is started. Similarly, there may be causal
employment of extra workers in some places like dockyards during the rush of
loading or unloading. Once the work is over, these extra workers become
unemployed. Casual unemployment is also found in the film industry where junior
artistes work on a casual basis. A specific solution to the problem of casual
unemployment is very difficult to provide.
4. Seasonal Unemployment:
There are some industries and occupations such as agriculture, the catering trade in
holiday resorts, some agro-based industrial activities, like sugar mills and rice mills,
etc., in which production activities are seasonal in nature. So, they offer employment
for only a certain period of time in a year. For instance, work in sugar mills lasts for
about six months. Rice mills work for only a few weeks. Agriculture offers
employment at the time of ploughing and as the unemployment of people engaged in
such types of work or activities which cater to the seasonal demand. We may call it
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“seasonal unemployment.” Even self-employed people may be seasonally
unemployed, off the season.
Seasonal unemployment is found in any country, whether it is developed or
underdeveloped. Seasonal unemployment implies not only an under utilisation of
manpower, but also of capital stocks used in industries of a seasonal nature. This
poses a serious problem of wastage of productive resources for an underdeveloped
country which is already deficient in capital resources. By making agriculture a fulltime job through irrigation, fertilizers and mechanisation, the problem of seasonal
unemployment of farmers can be solved. Intensive cultivation, double cropping,
mixed farming, dry farming etc. can be of great help in this regard. This would not
only solve the problem of unemployment but also increase national income and the
welfare of the community. Promotion of small-scale industries, social overhead
projects (like road-building, irrigation projects, etc.) can help in easing the problem
of seasonal unemployment.
5. Structural Unemployment:
Due to structural changes in the economy, structural unemployment may take place.
Structural unemployment is caused by a decline in demand for production in a
particular industry, and consequent disinvestment and reduction in its manpower
requirements. In fact, structural unemployment is a natural concomitant of economic
progress and innovation in a complex industrial economy of modem times. For
instance, with the economic expansion of a town, tongas may tend to go out of date
with the introduction of auto rickshaws. Consequently, tonga operators may become
unemployed.
They have to seek jobs in other fields. This sort of unemployment is structural
unemployment, because the infrastructure of the transport system has changed
altogether. In a depressed industry, structural unemployment takes place on account
of change in the demand pattern. On the other hand, in its counterpart, where
demand has favourably improved, structural employment is generated. Thus, the
problem of structural unemployment resulting in a depressed industry can be solved
by absorbing the displaced workers in the expanding industries.
Many times, on account of the locational patterns of industries, structural
unemployment may have a geographical impact. In these regions, where specific
depressed industries have much agglomeration, unemployment will tend to be high.
Such a regional problem of structural unemployment can be solved through effective
geographical mobility of labour or by establishing other industries in the depressed
areas.
6. Technological Unemployment:
A kind of structural unemployment may take place in an economy as a result of
technological improvement. Such unemployment may be described as technological
unemployment. Due to the introduction of new machinery, improvement in methods
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of production, labour-saving devices etc., and some workers tend to be replaced by
machines. Their unemployment is termed as “technological unemployment.”
Technological unemployment is basically created by introduction of machinery. But,
it is a temporary phenomenon. In the long run, the development effectuated by the
use of more capital leads to diversification of activities and promotion of many allied
industries which would create additional job opportunities so that the unemployed
workers will be absorbed in a more remunerative way. In developed countries,
technological unemployment poses no serious problem. This is because there is a
gradual technological advancement and no sudden shift in their normal technology
which is already at an advanced stage.
In underdeveloped countries, however, the technological problem is of a serious
nature, where primitive techniques have been recently discarded and new capital
intensive techniques of the advanced countries have been adopted. In the transition
period, thus, artisans suffer the most. To ease the problem, therefore, new job
opportunities on a large scale must be created simultaneously in other fields.
Technological advancement in a developing country creates not only the problem of
technological unemployment but also causes the scrapping of existing old capital.
For example, primitive equipment and cattle tend to be useless when there is
mechanisation of agriculture. Technological unemployment can be solved only by
the creation of new job opportunities, as fast as possible. U.N.O. experts, thus, advise
that “Rapid economic development is paradoxically the greatest cause of and the
greatest cure of technological unemployment.”
7. Cyclical Unemployment:
Capitalist-biased, advanced countries are subject to trade cycles. Trade cycles —
especially recessionary and depressionary phases — cause cyclical unemployment in
these countries.
During the contraction phase of a trade cycle in an economy, aggregate demand falls
and this leads to disinvestment, decline in production, and unemployment. Lerner
calls it “deflationary unemployment.” Keynes emphasised that depressionary
unemployment is caused by the insufficiency of effective demand.
The solution for such cyclical unemployment lies in measures for increasing the total
expenditure in the economy, thereby pushing up the level of effective demand. Easy
money policy and fiscal measures like deficit financing have been advocated by
Keynes in this regard. Since a cyclical phase cannot be permanent, cyclical
unemployment or deflationary unemployment remains only as a short-term
phenomenon.
8. Chronic Unemployment:
When unemployment tends to be a long-term feature of a country it is called
“chronic unemployment.” Underdeveloped countries suffer from chronic
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unemployment on account of the vicious circle of poverty. Lack of developed
resources and their under utilisation, high population growth, backward, even
primitive state of technology, low capital formation, etc. are the major causes of
chronic unemployment in underdeveloped economies.
9. Disguised Unemployment:
Unemployment may be classified into: (i) open, and (ii) disguised. So far, the kinds
of unemployment which we have discussed are all related to open employment. The
term “disguised unemployment” owes its origin to Mrs. Robinson, but received a
meaningful interpretation and came to be extensively used in the theory of
underdevelopment at the hands of Rosenstein-Roddan and Nurske. The term
“disguised unemployment” commonly refers to a situation of employment with
surplus manpower, in which some workers have zero marginal productivity so that
their removal will not affect the volume of total output. Suppose a given land can
properly be organised and cultivated by four persons very effectively.
2.5

UNEMPLOYMENT SCENARIOS IN INDIA:

Ten million Indians with graduate, post-graduate and technical degrees were looking
for work, meaning that 15% of all Indians with the highest levels of education were
seeking job as of 2011. Kerala had India’s highest graduate unemployment rate at
over 30 per cent.
The data emerges from new Census 2011 numbers analyzed by The Hindu. Of the
116 million Indians who were either seeking or available for work, 32 million were
illiterate and 84 literate. Among literates, unemployment rates were higher among
the better qualified, highest of all among the 7.2 million people with a technical
diploma or certificate other than a degree. At all levels of education, unemployment
rates were higher in rural than in urban areas. At every level of education, especially
at the higher levels, female unemployment exceeded male unemployment. The
‘unemployed’ included those who were not currently working but were seeking or
available for work, as well as those in marginal employment — meaning that they
worked for fewer than six months in the year preceding the Census — who were
seeking or available for work. Overall, India’s unemployment rate grew from 6.8 p.c.
in 2001 to 9.6 p.c. in 2011, based on official Census data. Unemployment grew
faster for illiterates than for literates. In all, India had just 56 million graduates and
post-graduates in 2011 and 12 million with a technical certificate or diploma
equivalent to a graduate or post-graduate degree. Half of these with the highest level
of education were classified as “main workers”, meaning that they worked for at
least six months in the year preceding the Census.
Unemployment rate in India rose to 4.9 per cent in 2013-14, mainly on account of
increase in joblessness in rural areas despite the government's flagship employment
scheme MGNREGA. According to the latest survey report by Labour Bureau, a wing
of Labour Ministry, the unemployment rate inched up to 4.9 per cent at all India
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level last fiscal, from 4.7 per cent in 2012-13. On the positive side, the
unemployment rate dropped in urban areas to 5.5 per cent in 2013-14, from 5.7 per
cent in the previous fiscal. Meanwhile, although 93 per cent of the households in
rural areas benefited from MGNREGA, the unemployment rate increased to 4.7 per
cent last fiscal, compared to 4.4 per cent a year ago. Unemployment rate among men
increased to 4.1 per cent in 2013-14, from 4 per cent in 2012-13. Among women, it
increased to 7.7 per cent last fiscal, from 7.2 per cent in 2012-13.
However, the unemployment rate among women came down to 12.4 per cent in
urban areas, from 12.8 per cent in 2012-13.The study revealed that the Labour Force
Participation Rate (LFPR) is estimated to be 52.5 per cent last fiscal, whereas the
Worker Population Ratio (WPR) is estimated to be 49.9 per cent.
As many as 49.5 per cent people are estimated to be self employed, followed by 30.9
per cent as casual labour, 16.5 per cent wage/salary earners and the rest 3 per cent as
contract workers.
About 60.5 per cent of people aged 15 years and above, who were available for work
for all the 12 months during the period were able to get work throughout the year. In
rural and urban sectors, this proportion was 53.2 per cent and 78.5 per cent
respectively.
The 'Fourth Annual Employment & Unemployment Survey 2013-14' has been
conducted in all the states/UTs by covering all the districts. The field work was
executed from January to July last year. A total of 1,36,395 households were covered
by the survey -- 83,385 in rural areas and 53,010 in urban areas.
Youth Unemployment Rate in India decreased to 12.90 percent in 2013 from 18.10
percent in 2012. Youth Unemployment Rate in India averaged 15.50 percent from
2012 until 2013, reaching an all time high of 18.10 percent in 2012 and a record low
of 12.90 percent in 2013. Youth the Labour Bureau of Government of India reports
Unemployment Rate in India. Not a cheerful scenario for over 2.6 lakh graduates
aspiring for jobs in the State as Odisha almost topped the country with a high of
around 15 per cent unemployment rate among graduates in 2014.
Such high unemployment rate among graduates could only be seen in Bihar and
north-eastern States in the country. This shows how acute the joblessness among
graduates is in a State enriched with natural resources vis-a-vis the north-eastern
States. Such a gloomy scenario prevailing in Odisha job market has been brought to
fore by the 2014 Labour Bureau Report, released.
As per the Bureau's report, when the total unemployment rate in 2014 in Odisha has
been over 3 per cent, the rates among graduates and postgraduates were abnormally
higher at 14.8 per cent and 8.2 per cent, respectively. This reflects the fact that
skilled jobs are not on offer in Odisha. Gradual marginalisation of employment
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market looks evident as the placements made by employment exchanges in the State
has dropped by a whopping 84 per cent during the period 2010-2014.
It's significant to mention that total jobseekers in employment exchanges in Odisha
are much higher than Bihar (8.6lakh) despite lower population in job-seeking agegroups. However, placements made by Bihar stood at 3,600 in 2014. State's
shrinking job-market looks clearly evident as the employment in organised sector
(public and private) in 2012 had been over 19 lakh compared to mere 4 lakh in
Bihar. The lower placements over the years in proportion to organised sector
employment in Odisha indicate to the crunch in employment market here.
It needs mentioning that this vast drop in employment in organised sector in Odisha
has been attributed to poor rate of job creation by the State Government and State
public sector undertakings. Data is clearly evident as from around 6,000 job
opportunities notified in public sector in 2001, it shrunk to mere 1,400-1,500 by the
year 2014. The Government's drive to boost job creation through private sector
comes a cropper as poor business environment leading to poor income saw the job
creation in private sector shrinking to almost a half in 2014 from over 7,000 in 200910.
It seems realizing the pinch in employment scenario, Chief Minister Naveen Patnaik
recently directed the departments like Education, Health, Agriculture, Panchayati
Raj, Water Resources etc to launch a recruitment drive and fill nearly 40,000
vacancies at the State Government end within 180 days. This was interpreted by job
experts here as the State again taking the lead as job-provider, which was abdicated a
decade back following bleak State finances.
2.6

REASONS / CAUSES OF UNEMPLOYMENT

The major causes which have been responsible for the wide spread unemployment
can be spelt out as under:
1) Rapid Population Growth:
The most fundamental cause of large scale unemployment in India is the high rate of
population growth since the early 1950s and the consequent increase in its labour
force. It was estimated that with the 2.5 per cent annual rate of population growth,
nearly 4 million persons are added to the labour force every year. To provide gainful
employment to such a big number is really a difficult task. In the first place, the
growth of population directly encouraged the unemployment by making large
addition to labour force. It is because the rate of job expansion could never have
been as high as population growth would have required.
It is true that the increasing labour force requires the creation of new job
opportunities at an increasing rate. But in actual practice employment expansion has
not been sufficient to match the growth of the labor force, and to reduce the back leg
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of unemployment. This leads to unemployment situation secondly; the rapid
population growth indirectly affected the unemployment situation by reducing the
resources for capital formation. Any rise in population, over a large absolute base as
in India, implies a large absolute number.
It means large additional expenditure on their rearing up, maintenance, and
education. As a consequence, more resources get used up in private consumption
such as food, clothing, shelter and son on in public consumption like drinking water,
electricity medical and educational facilities. This has reduced the opportunities of
diverting a larger proportion of incomes to saving and investment. Thus, population
growth has created obstacles in the way of first growth of the economy and retarded
the growth of job opportunities.
2) Limited land:
Land is the gift of nature. It is always constant and cannot expand like population
growth. Since, India population increasing rapidly, therefore, the land is not
sufficient for the growing population. As a result, there is heavy pressure on the land.
In rural areas, most of the people depend directly on land for their livelihood. Land is
very limited in comparison to population. It creates the unemployment situation for a
large number of persons who depend on agriculture in rural areas.
3) Seasonal Agriculture:
In Rural Society agriculture is the only means of employment. However, most of the
rural people are engaged directly as well as indirectly in agricultural operation. But,
agriculture in India is basically a seasonal affair. It provides employment facilities to
the rural people only in a particular season of the year. For example, during the
sowing and harvesting period, people are fully employed and the period between the
post harvest and before the next sowing they remain unemployed. It has adversely
affected their standard of living.
4) Fragmentation of land:
In India, due to the heavy pressure on land of large population results the
fragmentation of land. It creates a great obstacle in the part of agriculture. As land is
fragmented and agricultural work is being hindered the people who depend on
agriculture remain unemployed. This has an adverse effect on the employment
situation. It also leads to the poverty of villagers.
5) Backward Method of Agriculture:
The method of agriculture in India is very backward. Till now, the rural farmers
followed the old farming methods. As a result, the farmer cannot feed properly many
people by the produce of his farm and he is unable to provide his children with
proper education or to engage them in any profession. It leads to unemployment
problem.
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6) Decline of Cottage Industries:
In Rural India, village or cottage industries are the only mans of employment
particularly of the landless people. They depend directly on various cottage
industries for their livelihood. But, now-a-days, these are adversely affected by the
industrialization process. Actually, it is found that they cannot compete with modern
factories in matter or production. As a result of which the village industries suffer a
serious loss and gradually closing down. Owing to this, the people who work in there
remain unemployed and unable to maintain their livelihood.
7) Defective education:
The day-to-day education is very defective and is confirmed within the class room
only. Its main aim is to acquire certificated only. The present educational system is
not job oriented, it is degree oriented. It is defective on the ground that is more
general then the vocational. Thus, the people who have getting general education are
unable to do any work. They are to be called as good for nothing in the ground that
they cannot have any job here, they can find the ways of self employment. It leads to
unemployment as well as underemployment. According to Gunnar Myrdal, India's
educational policy does not aim at development of human resources. It merely
produces clerks and lower cadre executives for the government and private concerns.
With the expansion in the number of institutions which impart this kind of education,
increase in unemployment is inevitable. It is so because education in arts, commerce
and science will not ensure employment on account of its limited utility for
productive purposes. Myrdal considers all those who receive merely this kind of
education not only as inadequately educated but also wrongly educated.8 Myrdal's
criticism of India's educational system is valid. If the problem of unemployment is to
be solved in this country, radical changes will have to be made in the educational
system. Any educational system which fails to develop human resources properly
will not be able to provide employment to all those who have received it and,
accordingly, would need drastic changes.
8) Lack of transport and communication:
In India particularly in rural areas, there are no adequate facilities of transport and
communication. Owing to this, the village people who are not engaged in
agricultural work are remained unemployed. It is because they are unable to start any
business for their livelihood and they are confined only within the limited boundary
of the village. It is noted that the modern means of transport and communication are
the only way to trade and commerce. Since there is lack of transport and
communication in rural areas, therefore, it leads to unemployment problem among
the villagers.
9) Inadequate Employment Planning:
The employment planning of the government is not adequate in comparison to
population growth. In India near about two lakh people are added yearly to our
existing population. But the employment opportunities did not increase according to
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the proportionate rate of population growth. As a consequence, a great difference is
visible between the job opportunities and population growth.
On the other hand it is a very difficult task on the part of the Government to provide
adequate job facilities to all the people. Besides this, the government also does not
take adequate step in this direction. The faulty employment planning of the
Government expedites this problem to a great extent. As a result the problem of
unemployment is increasing day by day.
10) A lack of information, networks and connections among youth, especially
youth from families lacking significant social capital:
Many young people lack knowledge of what the world of work is actually like, and
have not given careful thought to their own potential career choices. They have not
used their time in school to prepare appropriately for realistic career paths. They lack
informal networks and connections that are traditionally the major source of
information about job opportunities. And they do not know how to navigate the labor
market to identify and pursue available jobs or to find and use the most relevant
training resources.
11) A lack of skills relevant to the workplace:
Even those young people who have pursued a course of study with a specific career
in mind often find themselves with general or theoretical knowledge that does little
to prepare them for the actual tasks they will encounter on the job. This is partly the
fault of school curricula and poor connections between employers and the
educational system. Young people also lack specific “21st century workplace skills”
such as cooperation, communication, critical thinking, creativity, and a focus on the
needs of the enterprise.
12) Inappropriate technology:
In India, while capital is a scarce factor, labour is available in abundant quantity.
Under these circumstances, if market forces operate freely and efficiently, the
country would have labour-intensive techniques of production. However, not only in
industries, but also in agriculture, producers are increasingly substituting capital for
labour. In the western countries, where capital is in abundant supply, use of
automatic machines and other sophisticated equipment is both rational and justified
while in India, on account of abundance of labour, this policy results in large
unemployment.
According to W.A. Lewis, in all those countries where unskilled labour is available
in excess supply, great care is needed in exercising choice in respect of techniques
because monetary wage fails to reflect the real cost of labour. When labour is in
excess supply at prevailing monetary rates of return, capital would not be considered
productive, if it does the same work which labour also does with an equal amount of
efficiency. Lewis asserts that investment in such a situation in capital equipment may
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be profitable to individual capitalists, but it is certainly not beneficial to the society,
because it increases unemployment and not production.
2.7

CONSEQUENCES OF UNEMPLOYMENT

Unemployment brings with it despair, unhappiness and anguish. It forces people to
live their lives in a way they do not wish to – The life expectancy is negatively
affected. High rates of youth unemployment represent both widespread personal
misfortune for individuals and a lost opportunity for critical national and global
economic development. Unemployment in youth has been shown to have lifelong
effects on income and employment stability, because affected young people start out
with weaker early-career credentials, and show lower confidence and resilience in
dealing with labour market opportunities and setbacks over the course of their
working lives. Unemployment affects not just the person himself but also his/her
family and in the long term process. The main consequences are as follows:
1) Mental health:
Mental health problems like: Law self-confidence, feeling unworthy, depression and
hopelessness. With the lost income and the frustration involved in it, the recently
unemployed may develop negative attitudes toward common things in life and may
feel that all sense of purpose is lost. Frequent emotions could be – low self-esteem,
inadequateness and feeling dejected and hopeless.
2) Health Problems:
Due to poor financial condition and extra burden on the individual that results in
poor health condition. In order to cure the family members he borrows money in a
high rate of interest. Again, the unemployment overall tension can increase
dramatically general health issues of individuals. Research has shown that
unemployed people are more likely to have poor health habits, characterized by
excess drinking, smoking, lack of exercise, and a sedentary lifestyle. The fear of
unemployment has been linked to increased cholesterol levels. The psychological
risks accompanying unemployment are not only manifested in increased stress, but
also in the increased risk of suicide.
3) Tension at home:
Unemployment is the mother of all troubles in the society. Due to poor economic
condition there is frequent quarreling between husband and wife and other family
members. Quarrels and arguments at home front which may lead to tension and
increased numbers of divorces etc. When the breadwinner of a family loses his /her
job, the effects of unemployment adversely hit the entire family. Steady source of
income is extremely important for fulfilling all the needs of a family. But when this
steady income comes to a halt, financial security is lost due to which the family
suffers emotional, psychological and social disturbance. Whatever is the cause of
unemployment, for a person willing to work, this phase is extremely disheartening
and it directly or indirectly affects the happiness and prosperity of the family.
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4) Political issues:
Due to poor political policy and apathetic administrative measures, the young people
are remaining unemployed for a longer time which results in frustration and
depression. Due to unemployment, many people join Naxalites movement and they
unnecessarily target the state apparatus. It is also observed that reservation policy of
the country has detested some of the highly educated youth. They claim that the
faulty policy of administrator has caused brain drain among the Indian youth. They
are leaving the country because they are getting suitable employment in the state.
Loss of trust in administration and the government which may lead to political
instability.
5) Tension over hike in taxes:
Unemployment also brings up discontent and frustration amongst the taxpaying
citizens. In order to meet the demands of the unemployment fund the government
many a times may have to increase the taxes thus giving way to restlessness amongst
the taxpaying citizens.
6) Insecurity among family members:
Unemployment has certainly created tension among family members. The
unemployed persons ask for money and food from the employed persons. If the
number of unemployed person more in number that overburden the employed
persons and create a conflict situation in the family. The prevailing unemployment
and the plight of the unemployed people and their families may create fear and
insecurity even in the currently employed people.
7) Crime and violence:
Increase in the rate of crime. One-way to explore the significance of violence as
opposed to (or alongside) group membership is to explore the relationship between
labour market status and interpersonal (not formally group organized) violence –
there is a particularly relevant literature on employment and domestic, gender-based
partner violence. The frustrations of unemployment and/or irregular employment
have been linked to one form of violence without being mediated through
organizations, i.e. to intimate partner violence. Due to unemployment, a young man
loses his mental strength and becomes violent and commits several crimes in the
society.
8) Suicide cases:
The leading states where unemployment caused suicides were West Bengal (1396),
Tamil Nadu (994), Maharastra (834) and Gujrat (765) between 2009 and 2011. In
west Bengal, suicides under this category rose from 462 to 508 in 2011. Suicide,
long associated with the plight of the unemployed, was exacerbated by the Great
Recession that put millions of people out of work in India and around the world. In
India, most of the suicide is committed when young people find it difficult to kill
their times sitting idle. The vested interest does all things to stall economic reforms
to create more unemployment in the country. The present Government wants to
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bring in privatisation and foreign direct investment to solve to some extent the
chronic unemployment problem faced by the country. But the opposition parties are
doing exactly the opposite to prevent the Government from achieving its objective.
9) Standard of living:
In times of unemployment the competition for jobs and the negotiation power of the
individual decreases and thus also the living standard of people with the salaries
packages and income reduced. Three predominant themes have been offered to
explain the link between unemployment and poor standard of living poverty;
psychological effects; and health related behaviours and lifestyle factors. Poverty
reduces people’s capacity to buy nutritious food, housing and health care.
Unemployment can indirectly affect health because of reduced participation in
society or from the stress of financial strain. There is less convincing evidence about
the health impact of changes in life-style after losing work. ‘It is generally agreed
that health-related behaviour change, either as a confounding factor or as an
intervening variable, does not account for the impact of unemployment on health.
10) Employment gaps:
Sometimes the employee does not suit to the expectation of the employer. He loses
his job because his job is completely depend on the pleasure of his boss is which
further complicate the situation the longer the individual is out of job the more
difficult it becomes to find one. Employers find employment gasps as a negative
aspect. No one wants to hire a person who has been out of work for some time even
when there’s no fault of the individual per say. The unemployed is not able to put
his/her skills to use. And in a situation where it goes on for too long the person may
have to lose some of his/her skills.
11) Unemployment financial costs:
Unemployment imposes significant costs on the individual, the society and the
country. Prolonged unemployment can lead to an erosion of skills, basically robbing
the economy of otherwise useful talents. At the same time, the experience of
unemployment (either direct or indirect) can alter how workers plan for their futures
- prolonged unemployment can lead to greater skepticism and pessimism about the
value of education and training and lead to workers being less willing to invest in the
long years of training .
In many countries the government has to pay the unemployed some benefits. The
greater the number of the unemployed or the longer they are without work the more
money the government has to shell out.
Therefore, the nation not only has to deal with the lost income and decreased
production but also with additional cost.
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12) Spending power:
High long-term unemployment has usually negative consequence for people’s
purchasing power. Employment levels and average salaries can have a tremendous
effect on economy-wide purchasing power. Taken in aggregate, the more people
who are employed, and the more money they earn the more discretionary funds they
will have to spend throughout the economy. Employment factors affect total
purchasing power rather than causing a relative shift. Employment does not
necessarily cause a currency to become stronger. The spending power of an
unemployed person and his/her family decreases drastically and they feel alienated
from the mainstream.
2.8

REMEDIES OF UNEMPLOYMENT IN INDIA:

The following are the remedies of unemployment:
1) Encouragement of Cottage and Household Industries:
Cottage Industries support a large portion of the rural population of India acting as
one of the major sources of its economy, and are responsible for having hugely
preserved the cultural heritage of India…. Not only do they help this country in
maintaining a distinct identity of its own but also provide it with a unique platform to
display its specialty whenever a tough competition is faced in the international
markets. That is the only time when the indigenous goods can fairly compete with
the foreign goods due to the impression of Indian culture that makes them unique.
2) Adoption of Labour Intensive Techniques:
Labour intensive techniques are more employment generating. Underdeveloped
countries face the scarcity of capital and abundance of manpower. The capital labour
ratio in these countries is very low. So, labour intensive technique is indispensable if
the problem of unemployment and disguised unemployment is to be resolved. The
use of labour intensive techniques will confer the benefits of decentralization and
avoid the evils of factory system. These techniques are invariably associated with
small and cottage industries and hence they can be fruitful in the establishment of an
economically decentralized society.
3) Rapid Industrialization:
Industrialisation is an important driver of employment growth and poverty reduction
in developing countries. At the early stage of transition from an agrarian economy to
a modern economy, the manufacturing sector in the typical developing economy has
greater potential to absorb surplus labour compared to the services sector, which in
the typical low-income country is dominated by informal services. While it is
feasible to move unskilled workers from agriculture into better-paid jobs in
manufacturing activities, it is not feasible to move them into the formal services
sector. Formal services sectors such as banking, insurance, finance, communications,
and information technology are characterized by relatively low employment
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elasticity and also employment in these sectors requires at least upper secondary
school level education.
4) Population Control:
In developing economies majority of the population is illiterate. The burden of
school age population has already shown signs of becoming unbearable. The
proportion of children in schools is increasing fast and, vast numbers are still not
covered. The absolute number or an illiterate person increases every year. This is
only an indication of the wastage of human resources for want of appropriate
development opportunities. Better-educated manpower aspires for occupations of
greater prestige, which are opened up by the new development efforts. Because of its
capital-intensive nature, the ability, of the new economy for employment generation
becomes restricted. Simultaneously, it renders many of the old occupations out of
day and redundant. As a result, under-employment and unemployment, including
unemployment of educated persons, increases. There is thus wastage of even
developed human capital.
5) Re-orientation of Education System:
Many social scientists and researches remarked that the present education system
will not cater to large population to provide skilled occupation due to faulty
education system. There should be reorientation of education system. The parents
should not force their children to aspire for a single occupation which will develop
frustration and depression among the youth mass in the state. They should open their
choices according to their interest. As regards the problem of educated
unemployment in urban areas, India should reconstruct and overhaul the education
system according to the changing environment of the country. There must be
vocationalisation of education. Proper education should be imparted to the younger
men who will be in position to start certain cottage and small scale industries of their
own choice especially at village level.

Check Your Progress – II
Note: a) Use the space provided for your answers.
b) Check your answers with the possible answers provided at the
end of this unit.
Q1. What is Unemployment?
Ans-

Q2. What is Frictional Unemployment?
Ans-
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2.9











2.10

LET US SUM UP
Unemployment is a social scourge. It is wasteful and impoverishing and
generates discontent, frustration and resentment.
Unemployment causes permanent losses of output of goods and services. The
unemployed are faced with financial insecurity, resulting in poverty and
indebtedness.
According to the ILO report, it has been argued that India was experiencing
'jobless growth' due to the fact that total employment grew by only 1.1 million
from 2004/05 to 2009/10 (based on the National Sample Survey), representing
an employment elasticity of almost.
As the sociologist C. Wright Mills wrote over 40 years ago, if one person is
unemployed, it is a personal problem, but if thousands of people are
unemployed, their difficulty is a social problem.
Ten million Indians with graduate, post-graduate and technical degrees were
looking for work, meaning that 15% of all Indians with the highest levels of
education were seeking job as of 2011. Kerala had India’s highest graduate
unemployment rate at over 30 per cent.
Unemployment brings with it despair, unhappiness and anguish. It forces people
to live their lives in a way they do not wish to – The life expectancy is
negatively affected. High rates of youth unemployment represent both
widespread personal misfortune for individuals and a lost opportunity for critical
national and global economic development.
GLOSSARY

Unemployment: Unemployment is a term referring to individuals who are
employable and actively seeking a job but are unable to find a job. Included in this
group are those people in the workforce who are working but do not have an
appropriate job
Capitalism: Capitalism is an economic system in which private individuals or
businesses own capital goods. The production of goods and services is based on
supply and demand in the general market—known as a market economy—rather
than through central planning—known as a planned economy or command economy.
Population: the number of people who live in a particular area, city or country
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2.11

CHECK YOUR PROGRESS: ANSWER KEYS

Ans to Q1- Unemployment is a term referring to individuals who are employable and
actively seeking a job but are unable to find a job. Included in this group are those
people in the workforce who are working but do not have an appropriate job.
Ans to Q2- Frictional unemployment is a temporary phenomenon. It may take place
in various ways. When some workers are temporarily out of work while changing
jobs, it is called “frictional unemployment.” Similarly, strikes and lockouts may
result in the suspension of work, and there may exist some frictional unemployment
for the time being. To some extent, frictional unemployment is also caused by the
imperfect mobility of labour. Factors inhibiting the geographical or occupational
movement of unemployed workers into vacant jobs, thus, cause frictional
unemployment.
2.12
1.
2.
3.
4.
2.13

MODEL QUESTIONS
What is Unemployment & discuss about its type?
Explain the causes of unemployment?
What are the Consequences of Unemployment in India?
Give some major remedies of Unemployment in India?
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3.1

INTRODUCTION

Rural Indebtedness is a persistent problem in India. It has been considered as one of
the most key stumbling blocks in the way of rural development. Rural Indebtedness
means inability of rural people (Farmers) to pay their Debts. It is an indicator of the
weak financial infrastructure of our country, which includes inability of our
economic system to reach to the needy farmers, landless people in the villages and
the agricultural wage.
3.2

LEARNING OBJECTIVES

After going through this unit, you will be able to
 Understand the meaning and concept of indebtedness
 Explain causes of rural indebtedness in India
 To study the consequences of indebtedness
 Understand the way to remove the consequences of rural indebtedness
3.3

INDEBTEDNESS: MEANING & CONCEPT

Mitra, Roy and Mitra (1986) narrates that indebtedness is cancerous, selfperpetuating, malignant and maleficent. It abates agricultural production, abashes
social psyche, aggravates inequalities in the distribution of socioeconomic
opportunities and benefits, arrests social progress and misdirects social efforts. In the
Indian rural context, indebtedness characterizes: (i). unproductive usage of loan, (ii).
usurious ensnaring of the borrower, (iii). captivation of productive resources, (iv)
exercise of coercive and exploitative economic and social powers by the lender, (v).
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compulsion, plight, misery and feeling of guilt and helplessness, and (vi). erosion of
social status of the borrower.
Rural indebtedness is an indicator of the weak financial infrastructure of our
country, which includes inability of our economic system to reach to the needy
farmers, landless people in the villages and the agricultural wage laborers
The indebtedness as on 30.06.2012, with simple interest is predominant for both
rural (20.3%) and urban (13.4%) households. IOI (Incidence of indebtedness) for
‘interest-free loans’ (mainly taken from friends and relatives) was also quite
significant - with 6.5% in the rural and 4.4% in the urban.
Padhi and Panigrahi ( 2011)explains the problems of indebtedness in the tribal areas
of Orissa are the root cause and output of poverty. The subsistence economy of the
tribal people does not provide them with livelihood support for the entire year. Not
finding the existing livelihood sources sufficient, and faced with limited alternatives,
they quickly and easily go to non-tribals to seek help both in cash and kind.
Realising this the state authorities have formulated various rules and regulations in
order to minimize the extent of exploitation ensure that moneylenders register
themselves, maintain proper accounts and charge only reasonable rates of interest.
It is a fact that the imbalances between the income and consumption expenditure of
tribal people makes them easy prey in the hands of the non-tribal moneylenders
(Behura and Panigrahi,2001. The caste communities who practice money lending are
the Pana, Sundhi, Kumuti, Mohanta and Gouda, who have been in the business for a
long time. Inter-regional movement of non-tribal populations into tribal areas has
also brought in Telgus, Kumutis, the Oriya, Sundhis and the Doms, who have been
exploiting tribals through unscrupulous trade and money lending business (Patnaik,
1972:12). In fact, the money lending system has been the major route of large scale
land transfers from tribals to non-tribals.
The problem of rural indebtedness has two aspects and so the solution is also twofold. For cancelling old debts some measures may be devised and fresh borrowing
should be restricted to the minimum possible. The old debts can be settled through
Insolvency Acts. The farmers who find the burden of ancestral debt excessive may
get their loans scaled down. Reconciliation boards may be set up representing
debtors and creditors. In some states legislation exists for compulsory reduction of
ancestral debt and even for their liquidation. Apart from it the farmers should be
made aware of the legislation in this respect.
According to Saptarshi (2016) rural indebtedness is also linked to the overwhelming
nature of small agricultural holdings in India. More than 70% of Indian agricultural
holdings can be termed as small (less than five acres). In such holdings large scale,
modern farming is impossible. To have major economic yields in agriculture, one
needs to maximize production, which remains a far cry for the majority of Indian
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farms. Malpractices carried out by money lenders can be seen as a major cause of
continuation and worsening of these problems. Money lenders often force farmers to
mortgage their lands and when a farmer is unable to repay the debt he faces the risk
of losing his land. He is thus forced into further debt. Apart from this, illiteracy,
ignorance and long lasting litigations can be seen as major contributors to the
continuing indebtedness in rural India. Rural indebtedness has been a persistent
problem of India’s rural economy. The report, ‘Situation Assessment Survey of
Rural Households in India’, released by the National Sample Survey Office (NSSO)
in December, 2014 identifies that about 52% of rural households in India are
indebted. The average loan per agricultural household is ` 47,000. Andhra Pradesh is
identified as the highest with about 92% of its rural population indebted. It is
followed by Telengana, which has about 89% indebted rural households and Tamil
Nadu having about 82.5% rural indebtedness. This data reveals that while average
income increased from 2002-2003 to 2012-2013 by 318%, rural indebtedness
increased by 273.5%.
3.4

RURAL INDEBTEDNESS COLONIAL INDIA

During colonial rule, there was continuous growth of rural indebtedness in India. The
Famine Commission of 1880 remarked that 2/3rds of the land holding classes were
in debt, 1/3rd of them deeply and inextricably. The Central Banking inquiry
committee (Mid 1920s) estimated the magnitude of rural indebtedness was around
Rs.900 crore. Owing to great depression of the 1930s, agricultural prices underwent
a sharp fall. This reduced the peasant’s capacity to fulfill the obligations of paying
land revenue. By 1937, the rural indebtedness figures swelled to Rs.1800 crore.
According to Hareet Meena(2016) throughout the colonial period, the administrative
and economic policies in India were concerned more with protecting and promoting
British interests than with advancing the welfare of the Indian masses. From the
second half of eighteenth century there was an unprecedented and continuous growth
of rural indebtedness. The factors that accounted for the growth of rural indebtedness
can be studied under two heads, namely those which enabled the agriculturists to
borrow money and those which compelled them to do so.
The new agrarian settlements initiated by the English India Company made land a
commodity. The agriculturist now had a tangible asset which he can mortgage
against the security of which he could borrow. Dealing with the factors which
compelled the peasants to borrow, we can attribute it to the British policy of
monetizing land revenue payment and the exorbitant rates of land revenue. Apart
from this, natural calamities also often compelled the peasants to fall in debt. The
early ardent nationalist, especially, Dadabai Naoroji, Ramesh Chunder Dutt and
Govind Ranade made minute studies of the drain of wealth and causes of rural
indebtedness. They finally concluded that it was all due to the British colonial
interests that destroyed the Indian agricultural infrastructure and heavily indebted the
villages of India.
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The factors that accounted for the growth of rural indebtedness can be studied under
two heads, namely (1) those which enabled the agriculturists to borrow money and
(2) those which compelled them to do so. In the course of British rule the
agriculturist had a tangible asset against the security of which he could borrow. It
was observed that over a period of time, the value of land increased due to increased
demand associated with growth in population, commercialization of agriculture etc.
This was instrumental in raising the borrowing capacity of the agriculturist.
Another factor, which enabled the agriculturist to borrow, was the increased
keenness of the moneylenders' to lend. In the pre-British period there existed a
powerful and active village community which frowned at excessive lending and
borrowing and also protected the individual cultivator from exploitation by the
moneylender. Further, state took no interest in assisting the moneylender in the
recovery of loans. For this, tie was dependent upon the Village community. Thus the
money lender could not indulge in ruthless exploitation. Both these constraints
vanished under the British rule. The Village Community disintegrated and the. civil
laws enacted by the British and the law courts instituted by them were helpful in
assisting the moneylender in the recovery of interests and debts. In the pre-British
days, custom generally limited total compound interest to 50 percent of the principal
amount, in case of cash loans, and to 100 percent, in case of grain loans. Under the
British rule, no such limit was recognized by the court and interest accumulated
endlessly. All this made the moneylender keen to lend money to the agriculturists.
Dealing with the factors, which compelled the peasants to borrow, we can attribute it
to the British policy of monetizing land revenue payment and the exorbitant rates of
land revenue. Natural calamities also often compelled the peasants to fall in debt.
Having discussed about the background about rural indebtedness, we can now study
the credit policy of the British Indian government. The land improvements Act
(1883) and the Agriculturists' loan Act (1884) provided for government loans to the
peasants. The Deccan Agriculturists Act (1879) was passed to placate the agitated
peasants. It ensured a reasonable rate of interests and also authorized the court to
restore mortgaged and confiscated lands to the debtor, under certain conditions.
Similar Acts were passed elsewhere like, Punjab land alienation Act, Central India
land alienation Act, North West frontier province land alienation Act etc. However,
still Benami transactors continued, since transfer of land to agricultural
moneylenders Act (1927) and the. Punjab regulation of Accounts Act (1930) aimed
at controlling the moneylenders. Debt conciliation Acts were also passed but it did
not cover trade debt, bank debt and government debt. The government credit policy
was not comprehensive. Further, the policy was merely corrective and not preventive
in its nature.
The revolutionary changes in agrarian property relations, rigid execution of an
exorbitant land revenue policy, decline of the Handicrafts sector, commercialization
of agriculture, and rise in the population were in effect, responsible for the growth of
agricultural labor in India.he introduction of the new agrarian relations, largely
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stripped the peasants of their customary and hereditary rights to cultivate land. This
forced many of the poor peasants to become agricultural laborers.
Under the British rule in India, land revenue rates were not only exorbitant but were
payable only in cash terms. This often forced the poor peasant to mortgage his lands,
in order to borrow money to meet his land revenue and rent obligations. On default
of payment the land was confiscated reducing the peasant to a landless laborer. The
decline of handicrafts sector was largely an outcome of the penetration of cheap
manufactured goods from Britain, into the Indian market, with the development of
railways, the village self sufficiency was pierced through and rural artisans were
dislocated. Many of the urban handicraft artisans and rural artisans had to fall upon
the agricultural sector for their livelihood.
The commercialisation of agriculture was also responsible for the growth of
agricultural labour in India. It brought about capitalistic farming on a large scale and
thereby led to increased demand for agricultural labour, especially in the plantation
estates. The rising trend in population growth was also partly responsible for the
growth in agricultural labor.
3.5

CAUSES OF RURAL INDEBTEDNESS IN INDIA

The following are the important causes of rural indebtedness in India:
(i)
Poverty
Poverty and indebtedness are related. They are interrelated and interdependent,
because the poor have to incur loan from the moneylenders. On loan, the poor have
to pay interest. The rate of interest – remains exorbitant. The moneylenders exploit
and oppress the poor in a number of ways. The poorest people will also have less
access to health, education and other services. Problems of hunger, malnutrition and
disease afflict the poorest in society. The poorest are also typically marginalized
from society and have little representation or voice in public and political debates,
making it even harder to escape poverty. It is observed that Indian farmers are very
poor and do not have any past savings to repay their debt or to make improvement on
their land. Thus, poverty forces the cultivators to multiply their debt. The marginal
and small farmers are still in the clutches of poverty and indebtedness. This
manifestation of the agrarian crisis in the form of suicides has reached dangerous
levels in the state of Odisha. The gravity of the problem as well as its causes pointed
out that most of the suicide victims were cultivators and belongs to the category of
small and marginal farmers. Suicides rates are increasing due to a number of reasons,
ranging from poverty to crop failure, indebtedness, marital discord and alcoholism,
but in our view it was mainly due to the economic crisis that the peasantry, in the
state of Odisha, in general, is facing and which has led them to borrow heavily.
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(ii)
Defective Agricultural Structure
Defective agriculture system has worsened the condition of rural indebtedness. It
includes defective land tenure system, adoption of outdated techniques, increasing
pressure on land, defective marketing, absence of alternative sources of income etc.
It is also observed that the tribals and other orthodox people do not appreciate the
modern method of agriculture and the traditional agriculture do not meet the
requirement of the people. And those people who are involved with modern method
of agriculture do not get scope to sell their product due to absence of proper market.
(iii) No Past Savings
Most of the Indian farmers are not well educated and they are not well aware about
the importance of savings. They have a tendency to borrow money for the
improvement of their agricultural land. Whatever they produce, they consume it and
do not save anything for the future. Due to absence of modern mechanization, poor
irrigation facilities and poor quality seeds do not support the farmer to produce more
for which they fail to save anything for their future.
(iv)
Social and other Obligations
Indian farmers are very much accustomed to make huge expenditures for
unproductive purposes such as marriage and other social ceremonies. All these have
to led to growing indebtedness of the farmers of the country. It is observed that the
farmers spend lot of money in different social and religious ceremonies for which
they have to borrow money from the money lenders. The inability to repay past debt
and therefore to access fresh loans has been widely accepted as the most significant
proximate cause of the farmers' suicides that were so widespread in Odisha, Andhra
Pradesh and Karnataka, and are apparently continuing in areas as far apart as
Wayanad in Kerala, Vidarbha in Maharashtra and some areas of Punjab and
Rajasthan. Due to heavy debt, many are force to delve into vicious circle of
indebtedness. K.L. Dutta after an extensive enquiry concluded that in a good year
cultivators’ ignorance and improvidence made them spend the whole of their surplus
on marriages and festivities. Their prodigality on such occasions often led them,
even in good years, to the doors of the money-lenders
(v)
Ancestral Debt
The most important cause of the existing rural indebtedness is the ancestral debt.
Many agriculturists start their career with a heavy burden of ancestral debt and drag
the loan for the whole of their lives, taking it to be a religious and social obligation.
This increases the debt burdens on the inheritors, every time the debt is thus passed
on. The Royal Commission on Agriculture has aptly described this situation, in its
observation that the farmer “is born in debt, lives in debt and dies in debt.” It is
observed that most of the rural debts are inherited from the past and which increases
with the passage of time. An inheritor is liable to the repayment of the debt only to
the extent of the property inherited by him. The rural people continue to repay the
debts of their forefathers, as they are not fully conversant with law as they are
illiterate. As these people are bound by the traditions and values they regard it as
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their sacred social duty to repay the debts of their forefathers. The debt is passed
from one generation to other generation which forces the son or grandson into
vicious circle of poverty.
(vi)
Unscrupulous Moneylender:
Moneylenders in India are also very much responsible for the growing rural
indebtedness in the country as they encourage the Indian farmers to borrow, charge a
very exorbitant rate of interest and manipulate their accounts. The private moneylenders are known to have adopted various malpractices.
a) They have been charging high rates of interest varying between 40 to 60 per
cent per annum.
b) They have also been found keeping false accounts.
c) They are more interested in forcing the borrowers to part with their land by
encouraging the farmers to borrow from them and get their lands mortgaged
to them.
d) They have been purchasing the crops of the farmers at very low price when
the latter approach them for selling their crops in order to repay their debts.
e) When the farmers’ debt has accumulated to a sufficient amount, they take
away the land of the borrowers. Like a fly in the cobweb, which can rarely
escape, similarly, the farmer once caught by the money-lender can rarely
come out of his clutches.
(vii) Uncertain Monsoon
Indian agriculture is very much depending on monsoon. About 65 per cent of the
agricultural operations are rainfed. As rain is most uncertain, therefore, agricultural
operation has become a gamble in monsoon. In India, where more than 60% of
agricultural land is rainfed and the average farm size is only 3.5 acres, a failed
monsoon often means complete loss of a crop. Recent increases in suicides among
heavily indebted farmers have highlighted the extreme desperation in some areas.
Failure of monsoon can seriously impact food prices and India’s overall economic
growth. For example, this year’s poor monsoon has led to increases in sugar, legume,
and potato prices, and many estimate that India’s gross domestic product growth rate
may drop by a full percentage point.
(viii) Illiteracy of Farmers
Most of the Indian farmers are illiterate. Unscrupulous moneylenders or mahajans
are utilizing this weakness of farmers to create a vicious circle of indebtedness.
Majority of farmers in India are illiterate. They are caught in the vicious circle of
indebtedness induced by mahajans and traders. Due to illiteracy their income earning
capacity is less and they are unaware about the institutional sources of concessional
credit.
(ix)
Fragmentation of Land
Fragmentation of land is widespread in India and it is believed that fragmented
nature of land holdings may play a major role in explaining low levels of agricultural
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productivity. There is a growing trend of sub-division and fragmentation of land
holdings which has been resulting in a poor level of income for Indian farmers. Such
poor income forces the farmers towards growing indebtedness.
The size of landholdings gradually decreases when they are fragmented into parcels.
This process becomes more problematic when a fragmented landholding is further
fragmented into several parcels at the same time. This is a typical phenomenon in
South Asia, which is attributed to equal sub-division of different qualities of land
parcels, for example, irrigated and non-irrigated, comprising a landholding among
household heirs. Besides getting each land parcel smaller and smaller over the time,
such land fragmentation leads to physical dispersion of parcels
(x)
Litigation
There is an increasing tendency of litigation among the Indian farmers which has
magnified the problem of indebtedness in the country. Generally, the agriculturists in
India are involved in various kinds of disputes related to land, property, etc., which
force them to go to a court of law. Often, they view it important to win the case as it
is related to the family prestige and honour. Such litigations involve heavy
expenditure and time. In order to meet these needs, the agriculturists take loans that
they are not able to repay and are caught into indebtedness.
(xi)
Defective Marketing
The poor agricultural marketing system like lack of storage, lack of transportation,
unfavourable mandis, unregulated markets, lack of institutional finance certainly
reduces the economic standard of the people which forced them to delve into
indebtedness. Agricultural marketing in India is very much defective. This never
allows the farmers a remunerative price for their products and sometimes forces
them to go for a distress sale. Such a situation is highly responsible for growing
poverty and indebtedness among the Indian farmers.
(xii) Natural Calamities
Natural calamities like floods and droughts and backwardness of agriculture are also
widely responsible for growing rural indebtedness in the country. The Natural
calamities caused serious problem to the small holders. Under the circumstances,
they had to borrow even for basic requirements like seeds, cattle and clothes. If there
was a bad harvest, it became imperative for the cultivator to go to the money-lender
the following year. Though the sale of land was generally not preferred, yet the
cultivator was inveigled by the money-lender into selling his mortgaged property to
him and clears off his debt.
(xiii) High rates of interest
The high rates of interest also compel the cultivators to borrow. The rates vary from
state to state but due to the poor economic condition of the peasants, the interest
accumulates every year. Quite often it is extremely difficult to clear up even interest
charges alone. The Bombay Banking Committee rightly observes, “It is not that the
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agriculturist” repays too little, he often repays too much. It is the high rate of interest
and the malpractices followed by the money-lenders that tend to perpetuate his
indebtedness. Now the government has made stringent rules against the money
lenders who are charging high rate of interest from the farmers. Recently money
lenders were arrested at Bhanja Nagar in Odisha’s Ganjam district for allegedly
giving illegal loans at a high rate of interest to the poor locals in the area. Similarly,
against the backdrop of unabated farmer suicides in the state mostly due to alleged
failed crops and pressure to repay debts, the police have launched a major offensive
against illegal money lending business in Odisha’s Angul district and have arrested
seven persons.
(xiv) Excessive Burden of Land Revenue and Rent
During the British rule, the land revenue was fixed high. So the farmers were not
able to pay in time. Hence, they were forced to borrow. Even in the PostIndependent India excessive land revenue with its rigid procedure of collection is
squarely responsible for aggravating the problem of rural indebtedness. The rent is
tasking for the small and marginal farmers. The dues being fixed, they are bound to
pay even when production suffers during conditions of flood and drought. Therefore,
the farmers are forced to take loans to make these payments. Consequently the
burden of indebtedness increases. Petty landowners, once their potential for taking
credit on personal guarantee was exhausted, were often forced to mortgage their
small pieces of land and resort to tenancy or wage labour. The landless were often
unable to secure loans at all, especially if they were just wage earners and did not
even have the crop to offer as security.
(xv) Addiction to drinking:
Drinking leads to rural indebtedness in two ways. In the first place, it gives rise to a
number of quarrels and crimes resulting in litigation. Litigation as all of us know
entails unnecessary expenditure. Secondly, drinking is itself an expensive habit and a
good share of the peasant’s income is spent for drinking. In tribal areas of Odisha,
the traditional drink Handia is very much in demand in summer. Both the male and
female used to drink Handi. The money lender sold Handia to tribals in high price.
Sometimes the tribals mortgage their agricultural land to drink handia. It results in
indebtedness.
(xvi) Inadequate infrastructural facilities and institutional arrangements:
Inadequate infrastructural facilities stand in the way of improving the economic
condition of the farmer. Due to inadequate marketing facilities, he has no other
alternative but to sell away the produce immediately after harvest at the unreasonable
prices. The heavy indebtedness of the farmer also makes it difficult for him to store
the produce for sale on favourable terms later.
3.6

CONSEQUENCES OF INDEBTEDNESS

Some of the major consequences of the rural in deftness are:
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1) Deterioration in Agriculture
Agriculture is the backbone of Indian economy. Due to heavy burden of debt, the
farmers are not able to improve the agricultural produce. Due to poor financial
background, a farmer seeks the help of money lenders to purchase seeds and
fertilizer. The money lenders charge heavy amount of interest over the farmers
which is not possible for them to repay the amount. In fact they have to serve like
servant of the money lenders. All these factors contribute to the deterioration in
agriculture which ultimately has an adverse effect on the economy of the country.
2) Slavery and bonded labour
Slavery and bonded labour custom is a social malady which kills the human values
and spoils the character and career a man in the society. Due to chronic indebtedness
the farmers have to work as slavers of the money lender. Money lenders take ample
opportunity of the indebtedness and the weakness of the farmers and dispossess them
of their land. After losing the farming land the farmer becomes an ordinary laborers.
Recently as a result of the 20 point programme put forward by the Prime Minister
Ms. Indira Gandhi for the upliftment of the economic condition of the villages,
bonded labour has been declared as illegal legislation to this effect are being made
by various Government.
3) Low standard of health of farmers
Poverty has forced the farmers to live in the house of disease. Owing to the burden
of indebtedness the farmers are neither able to look after their health nor they are
able to get proper diet. Due to lack of proper nutritious food, the labous suffers from
different kind of disease. This certainly weakens the financial standard of the labour
and their income goes down. Owing to the reason of heavy debt over the famers, he
has to do extra work hard to repay the debts. In order to make both their ends meet,
they have to work extra hard. This extra hard work puts a bad effect on the health
status of the workers which results in premature death.
4) Poverty
Poverty is the mother of indebtedness. Due to abject poverty the farmers are not able
to improve neither the agriculture nor their earnings. They work extra hard and spoil
their health. Due to poor financial background, they are not able to lead a happy and
healthy life. No doubt, indebtedness has an adverse effect on the economic condition
of the farmers. In fact, it all adds to the poverty of the village people.
5) Psychological Frustration
Indebtedness has generated a deep sense of frustration among the farmers who are
over debt and lost their agricultural land. This has an adverse effect on their mental
set up which frustrated them. This frustration in it’s from has an adverse effect on the
psychological condition of the farmers. All these things put together create further
complications for the village people. It is also observed that due to failure of crop the
farmers commit suicide because they fail to repay the debt.
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3.7

WAYS AND MEANS TO REMOVE THE CONSEQUENCES OF
RURAL INDEBTEDNESS

1) Releasing the farmers from the clutches of indebtedness:
In India, the farmers are languishing in the past debt for which they are forced to live
in a poor socio-economic condition. The farmers overburdened with past debts
should be free from it which will help them to lead a free and healthy life.
Appropriate Legislation has be enacted to prohibit the realization of the debts. Some
of the classes of the rural societies have been granted immunity against the debts and
money lenders cannot realize the loans through the court of law.
2) Alternative arrangement for loan to the farmers at nominal rate of interest:
Poor farmers are not able to improve their agricultural land due to poor financial
background. The government should provide loan to the farmers in minimal interest.
In this respect, Government have also taken various steps. Different banks and other
institutions have started giving loan to the farmers for improving the agriculture.
Different co operative societies have been set up for providing loan to the farmers.
Then land mortgage banks and such other banks have set up for providing an
opportunity to the farmers to get loan for improvement of their agriculture. The rate
of interest to be charged by these alternative arrangements should be only minimal.
The rate of interest that is charged by these bodies that are providing loans to the
farmers cannot be called nominal only management of loans at normal rate of
interest would solve the problem of rural indebtedness.
Agricultural loans are available for a multitude of farming purposes. Farmers may
apply for loans to buy inputs for the cultivation of food grain crops as well as for
horticulture, aquaculture, animal husbandry, and floriculture and sericulture
businesses. There are also special loans to finance the purchase of agricultural
machinery such as tractors, harvesters and trucks. Construction of biogas plants and
irrigation systems as well as the purchase of agricultural land may also be financed
through special types of agricultural finance. Here is some information about the
kind of agricultural credit and loans provided by public sector banks in India.
(3) Co- operative Credit Societies and facilities for loan from banks
In village co operative societies should be formed and greater facilities for loans
should be made from banks. Both these facilities are given at present from banks.
Both these facilities are given at present from these institutions but their working is
not satisfactory. There working should be streamlined so that the real purpose of
freeing the farmers from the clutches of the money lenders can be achieved. The
bank has introduced Kisan Credit Cards in the S.T. Cooperative Credit Sector. It also
organizes seminars on agri finance. OSCB has 17 Central Cooperative Banks and
around 810 mini banks in different districts of Odisha.
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4) Law against dispossession of land
Jagannath(2016) narrates that tribals in Odisha continue to suffer from land
deprivation and dispossession of different kinds despite special enabling provisions
in the constitution, a legal framework for their implementation and several targeted
public policy initiative taken by the state government. The erosion of tribal way of
life and land ownership system, land alienation and imposition of the values and
dominance of the outsiders, in collaboration with the government, have ensured that
the tribals in Odisha continue to be impoverished and dispossessed. (1). This Act
may be called the Orissa Government Lands Bar to Acquisition of the Right of
Occupancy Act, 1950. (2) It extends to the whole of the State of Orissa, (3) it shall
come into force at once.
Money lenders use their loans as an agency for dispossessing the farmers of their
landed property. If law is passed against the dispossession of land in account of loan
by a money lender many of the problems would be solved. Certain Government
measures have also been taken in this respect but more comprehensive measures
have also been taken in this respect, but more comprehensive measures and their
proper implementation is necessary implementation of these measures should be free
from the effect of red tapism and this would solve the problem.
5) Control over the rate of interest:
There should be control over the rate of interest to be charged by the money lenders
from the rural people. Though, legislation Government have imposed certain ceilings
on the rate of interest but for complete relief to village people from the indebtedness.
Money lending in Scheduled Areas of Orissa is also regulated and controlled by
Orissa (Scheduled Areas) Money Lender’s Regulation 1967 and Orissa (Scheduled
Areas) Money Lender’s Rules 1970. The Central PESA mandates: “While endowing
Panchayats in the Scheduled Areas with such powers and authority as may be
necessary to enable them to function as institutions of self government, a State
Legislature shall ensure that the Panchayats at the appropriate level and the Gram
Sabha are endowed specifically with the power to exercise control over money
lending to the Scheduled Tribes.
6) License for the moneylenders and checking their accounts and income:
Only those persons who hold a license should be allowed to advance loans to the
village people. Government should device ways and means and also machinery to
check the accounts of these people. In other words their income should be subjected
to necessary taxation. This would not allow the money lenders to preplan. This
should be imposed a restriction on their amassing black money. In fact what is
needed is greeter check and control on black money. Once it is done the problem of
money lenders in the villagers shall automatically be solved.
7) Education of the farmers: Illiteracy has forced the farmers to involve them in
dirty custom of indebtedness. They are ignorant about the bad consequence of
indebtedness. Once they become educated they shall be able to know various
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difficulties and the complications of the indebtedness. Education is the best method
for educating the farmers about various social problems. If this difficulty can be
overcome various problems of the Rural Society including indebtedness shall be
resolved.
(8) Reduction of Old debt
Perpetual debts on which enough rate of Interest has already been paid should be
written off. In this regards different state have passed Debt conciliation Act and have
established various boards for mutual settlement between farmers and money
lenders. In 1989 the Janta party Government had written off loans of the small and
marginal farmers. In the 1990-91 government announced agriculture and Rural Debt
Relief scheme. In 2005-06 the government provided Rs 2939 crore as debt relief to
farmers.
Check Your Progress – 3.1
Note: a) Use the space provided for your answers.
b) Check your answers with the possible answers provided at the end of this unit.
Q1. What are characteristics of indebtedness?
Ans-

Q2. Give at least two causes of indebtedness?
Ans-

3.8






LET US SUM UP
Mitra, Roy and Mitra (1986) narrates that indebtedness is cancerous, selfperpetuating, malignant and maleficent. It abates agricultural production,
abashes social psyche, aggravates inequalities in the distribution of
socioeconomic opportunities and benefits, arrests social progress and misdirects
social efforts.
In the Indian rural context, indebtedness characterizes: (i). unproductive usage
of loan, (ii). usurious ensnaring of the borrower, (iii). captivation of productive
resources, (iv) exercise of coercive and exploitative economic and social powers
by the lender, (v). compulsion, plight, misery and feeling of guilt and
helplessness, and (vi). erosion of social status of the borrower.
Rural indebtedness is an indicator of the weak financial infrastructure of our
country, which includes inability of our economic system to reach to the needy
farmers, landless people in the villages and the agricultural wage laborers
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3.9

The early ardent nationalist, especially, Dadabai Naoroji, Ramesh Chunder Dutt
and Govind Ranade made minute studies of the drain of wealth and causes of
rural indebtedness.
The factors that accounted for the growth of rural indebtedness can be studied
under two heads, namely (1) those which enabled the agriculturists to borrow
money and (2) those which compelled them to do so.
GLOSSARY

Indebtedness: the condition of owing money
Commercialization: is the process of bringing new products or services to market.
The broader act of commercialization entails production, distribution, marketing,
sales, customer support, and other key functions critical to achieving the commercial
success of the new product or service.
Alienation: a withdrawing or separation of a person or a person's affections from an
object or position of former attachment
Peasants: a person who owns or rents a small piece of land on which he/she grows
food and keeps animals in order to feed his/her family
3.10

CHECK YOUR PROGRESS: ANSWER KEYS

Ans to Q1- Indebtedness characterizes: (i). unproductive usage of loan, (ii). usurious
ensnaring of the borrower, (iii). captivation of productive resources, (iv) exercise of
coercive and exploitative economic and social powers by the lender, (v). compulsion,
plight, misery and feeling of guilt and helplessness, and (vi). erosion of social status
of the borrower.
Ans to Q2- Poverty and defective agricultural structure is the two important causes
of rural indebtedness.
3.11
1.
2.
3.
4.
3.12

MODEL QUESTIONS
What is Indebtedness & discuss about the rural indebtedness in colonial India?
What are the causes of rural indebtedness in India
What are the major consequences of indebtedness?
Give some ways to remove the consequence of rural indebtedness?
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UNIT- 4 RURAL FACTIONALISM
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INTRODUCTION

Rural India is conventionally synonymous with social solidarity. The Indian villages
are known as well-knit social units. People living in villages irrespective of their
caste and vocation contribute to the unity of the village through peaceful coexistence and mutual support. They take pride in the image of their village. Of late
unity of the village has been threatened by factionalism. Peace of the village has
been affected by various small groups called factions. Ruralites no longer look
forward to the leadership of a single individual called the headman of village. The
headman is no longer the centre of power and authority in the village. Factional
leaders are enjoying dominating positions and the headman is relegated to the
background.
Eventually the pattern of leadership has changed in the villages. There is growing
dissention among factions. Competition for power among factions has led to
intolerance, intrigues and violence. Peace of the village is fast deteriorating. This
changing scenario has been a matter of deep concern for the social thinkers and
much deliberation is being made in this direction by the sociologists.
4.2

LEARNING OBJECTIVES

After going through this unit, you will be able to
 Understand the Meaning & Structure of Faction
 Explain the Characteristics of Faction
 Study the Cause of Formation of the Faction
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4.3

MEANING AND STRUCTURE OF FACTION

A faction is a small group formed on the basis of political ideology, caste power,
clash of personality in order to serve political, social and economic interests of a
small minority. Sociologists are of the view that factionalism raises its ugly head in
the rural communities on account of natural rivalry and conflict or clash of
personality.
In his book “Leadership and Groups in a South Indian Village”, H.S. Dhillon has
rightly observed that rivalry and opposition to some groups is a general feature of a
faction and a faction usually comes into existence on account of mutual rivalry and
conflict or clash of personalities. In some villages the faction is known as “Dhar”
which means a human body.
The family is a miniature form of a faction. Structurally, the faction is an
organisation that centres around a single individual or a group of families’ with a
common interest. For example, peasant families owning vast landed property in a
village may combine themselves into a faction. Similarly families with small
holdings may organise themselves into a faction.
The third faction in a village may consist of the families who have no land and earn
their livelihood as labourers. It may so happen that people belonging to one caste or
supporting one political party or following one religious ideology organise
themselves into a faction to fulfill the mutual interests of its members. In villages
families and persons also form factions on the basis of dependence on each other in
addition to some common interest.
However, there are some families in the village who are self-dependent. They neither
seek others’ help nor do they care for anyone in the village. These families remain
neutral or indifferent.
They are keen on maintaining their independent identity. Thus a village is divided
into factions depending on the relationship among the families, which may be either
of (i) animosity and hostility, or (ii) friendly cooperation, or (iii) indifference.
A faction is further subdivided into smaller factions when a few members of a
faction group together and try to have their independent status. They defy the
authority of the leader of their faction and form a faction of their own.
4.4

CHARACTERISTIC FEATURES OF FACTION

Faction has several essential features. These features explain the nature and function
of the faction. Some of them are discussed below:
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1. A well organised unit:
A faction is a well-knit unit. The strength of the faction lies in its unity and loyalty of
its members. All the members pledge their loyalty to the faction and subordinate
their individual interests to the faction.
2. Common interest:
Faction is organised on the basis of certain aims, objectives, aspirations and
considerations common to all its members. In the villages caste solidarity is one of
the major common interests. In addition to it, religious, social, economic and
political considerations determine the formation and existence of the faction.
3. Homogeneity:
A homogeneous group is necessary to form a faction. People sharing one religious
faith or the same social status or economic aspiration or political ideology constitutes
a faction. As long as the members share homogeneous interest the faction continues
to exist. In other words heterogeneous elements can never group together into a
faction.
4. Self-Sufficiency:
Faction is self-sufficient. As size of the faction determines its efficient functioning, it
should be neither too small nor too large. It should be large enough to be able to
meet the needs of its members, organise social or religious functions independently
and maintain its independent identity.
5. Economic viability:
The faction is economically independent. It does not depend on any external source
for financial assistance. Members contribute generously or arrange funds to make
their faction economically viable, otherwise the economic, wellbeing of the members
cannot be safeguarded and the faction might disintegrate.
Oscar Lewis, an eminent sociologist, points out that the faction has three essential
features – (i) it is a well-knit unit, (ii) it is large enough to have self-sufficiency, and
(iii) it is economically viable. But in addition to these three features homogeneity
and common goal are also necessary for the formation and smooth functioning of the
faction.
4.5

CAUSES OF FORMATION OF THE FACTION

There are several causes responsible for the formation of a faction in the village.
These causes are based on needs of the people. They can be grouped under four
categories, such as social, economic, political and psychological depending on the
fulfillment of the needs.

49

1. Social causes:
Social causes are related to caste feuds, family disputes and sexual offences. Rural
societies can never be ridden of these socially disturbing factors.
(i)
Casteism
Casteism is an important cause of factionalism in rural India. The feeling of caste
superiority is a natural phenomenon in the villages. Even top caste Brahmins are
divided into sections, each claiming superiority over the others.
People belonging to higher castes always try not only to exploit lower caste people
but also dominate over them. People belonging to lower castes organise themselves
into factions to protect themselves from exploitation, discrimination and oppression.
Feeling of caste rivalry is also another cause of rural factionalism. Inter-caste rivalry
as well as rivalry among various sections of the same caste leads to formation of
factions.
(ii)
Family Feuds
Families claiming themselves superior in status enter into quarrels and skirmishes
with other families. These families form a faction to exert their influence and their
victims also form factions to safeguard their interests.
(iii) Sexual offences
Sexual offences like sexual harassment, violation of women’s modesty or adultery
by dominant groups lead to disputes among sections of people in the villages. This
results in the formation of factions.
2. Economic causes:
Economic well-being of a particular group of the village leads to the formation of a
faction. Since people need the help of other people for the fulfillment or their
financial needs they are bound to form a small group. Each member of the faction
tries to help the other at the time of monetary crisis caused by a sudden death or
natural calamity or insolvency and even weddings. Hence economic security is one
of the primary causes behind the formation of the faction.
3. Political causes:
Villages constitute an important source of political strength in India. So political
parties try to woo the ruralites into their fold. Political parties interfere in village
politics. As a result elections to Gram Panchayats are ridden with party politics and
divide the rural society into different factions.
Factionalism in rural India is, for the most part, determined by casteism. People
belonging to different castes try to gain political leverage for their own castes at the
time of election. Therefore they organise themselves into factions. Even people of
one caste are divided into various factions for narrow political gains.
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4. Psychological causes:
Psychological factors like fear for loneliness and ego satisfaction are responsible for
formation of factions. People afraid of being isolated try to associate themselves with
a group. They have the psychological satisfaction that they are not alone and there is
a group to support him at the time of crisis.
Secondly, people enjoying power or honours have an ego that they are superior to
others. If their ego is injured they become vindictive. Since no one can alone
dominate over others for long, such people form a coterie or small faction.
Oscar Lewis, a celebrated Sociologist, has made a significant study of the faction in
Indian villages. On the basis of his study he has mentioned the following causes of
factionalism.
(i)
Quarrels and disputes over inheritance of property.
(ii)
Family feuds over adoption of a male child for succession.
(iii) Disputes over the land and irrigation rights.
(iv)
Disputes and feuds caused by sexual offences.
Check Your Progress – 4.1
Note:
a) Use the space provided for your answers.
b) Check your answers with the possible answers provided at the end of this unit.
Q1. Who wrote the book “Leadership and Groups in a South Indian Village”?
Ans-

Q2. What are causes of factionalism according to Oscar Lewis?
Ans-

4.6



LET US SUM UP
Rural India is conventionally synonymous with social solidarity. The Indian
villages are known as well-knit social units.
In his book Leadership and Groups in a South Indian Village, H.S. Dhillon has
rightly observed that rivalry and opposition to some groups is a general feature
of a faction and a faction usually comes into existence on account of mutual
rivalry and conflict or clash of personalities. In some villages the faction is
known as “Dhar” which means a human body.
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4.7

Village is divided into factions depending on the relationship among the
families, which may be either of (i) animosity and hostility, or (ii) friendly
cooperation, or (iii) indifference.
Factionalism in rural India is, for the most part, determined by casteism. People
belonging to different castes try to gain political leverage for their own castes at
the time of election.
GLOSSARY

Faction- a situation in which a group forms within a larger group, especially one
with slightly different ideas from the main group
Casteism- It leads the members of one caste to exploit the members of other caste
for their own vested interest in the name of superiority or inferiority.
Homogeneity- The quality or state of being of a similar kind or of having a uniform
structure or composition throughout
4.8

CHECK YOUR PROGRESS: ANSWER KEYS

Ans to Q1- H.S. Dhillon wrote the book “Leadership and Groups in a South Indian
Village”
Ans to Q2- Causes of factionalism according to Oscar Louis;
(i)
Quarrels and disputes over inheritance of property.
(ii)
Family feuds over adoption of a male child for succession.
(iii) Disputes over the land and irrigation rights.
(iv)
Disputes and feuds caused by sexual offences.
4.9

MODEL QUESTIONS

1. What is faction and discuss about its characteristic?
2. What are the major causes for formation of the Faction?
4.10
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