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ABSTRACT:-

Government acquires land and administers it as public lend by delegating 

authority through its agencies with the aim of ensuring the best utilization of land 

in the interest of the citizens. Some of the problems that affected the process 

include: EMINENT DOMAIN, LAGISLATIVE CHANGES, MONETARY 

COMPENSATION, NEGOTIATION and DELAYED PROJECTS. The Land Acquisition 

Act of 1894 which was imposed in India since the time of British Rule, allowed the 

government to acquire any land as it wishes to, in the name of "public purpose". 

The British had never defined the words "public purpose" in a straightforward 

manner, which meant that in theory as well as in practice, a government could 

acquire land for any purpose they wanted, and term their purpose "public 

purpose". During 1947 till 1991, most of these acquisitions had been done by 

agencies or units in the public sector. After 1991, when liberalization had taken 

place, most of the land acquisition was done by the government to provide land 

for the private sector, either for private sector projects but also for housing 

projects. There is a legislation pertaining to land acquisition which, through 

amended several times, has failed to serve its purpose. Under the 1894 Act, 

displaced people were only liable for monetary compensation linked with market 

value of the land in question, which is still quite minimal considering circle rates 

are often misleading. In 2013, the Land Acquisition Act got amended and changed 

to Right to Fair Compensation and Transparency in Land Acquisition, 

Rehabilitation and Resettlement Act, 2013. The object of this project is to 

examine the process and problems of land acquisition, and also to describe the 

proposed amendments and alternatives. 
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INTRODUCTION:-

e What is Land Acquisition and how it was initiated in India? 

Land Acquisition in India refers to the process by which the union or the state 
government in India acquires private land for the purpose of industrialization, 
development of infrastructural facilities or urbanization of the private land, and 
provides compensation to the affected land owners and their rehabilitation 
and resettlement. 

Land acquisition in India is governed by The Right to Fair Compensation and 
Transparency in Land Acquisition, rehabilitation and resettlement Act, 
2013{LARR) and which came into force from pt January 2014. Till 2013, the 
land acquisition in India was governed by Land Acquisition Act of 1894. On 31st 

December 2013, the president of India put about an ordinance with an official 
mandate to "meet the twin objectives of farmer welfare; along with 
expeditiously meeting the strategic and developmental needs of the country". 
An amendment bill was then introduced in Parliament to endorse the 
ordinance. Lok Sabha passed the bill but the same is still lying for passage by 
the Rajya Sabha. On 30th May 2015, President of India promulgated the 
amendment ordinance for third time. Union Government of India had also 
made and notified the Right to Fair Compensation and Transparency in Land 
Acquisition, Rehabilitation and Resettlement Rules, 2014 under the Act to 
regulate the procedure. 



ISSUES:-

Some of the important issues surrounding the Land Acquisition are discussed 

below. The major land acquisition and conflicts happen in the densely populated 

areas of the countryside. 

A. EMINENT DOMAIN:-

The power to take property from the individual is rooted in the idea of 

eminent domain. The doctrine of eminent domain states, the sovereign can 

do anything, if the act of sovereign involves public interest. The doctrine 

empowers the sovereign to acquire private land for a public use, provided 

the public nature of the usage can be demonstrated beyond doubt. In the 

history of modern India, this doctrine was challenged twice once when land 

reform was initiated and another time when Banks were nationalized. 

The constitution of India originally provided the right to property (which 

includes land) under Articles 19 and 31. Article 19 guaranteed that all 

citizens have the right to acquire, hold and dispose the property. Article 31 

stated that "no person shall be deprived of his property save by authority 

of law". It also indicated that compensation would be paid to a person 

whose property has been taken for public purposes (often subject to wide 

range of meaning). The 44th amendment of 1978 deleted the right of 

property from the list of fundamental rights with an introduction of a new 

provision, Article 300(A) which provided that "no person shall be deprived 

of his property save by authority of law" (Constitution 44th amendment, 

w.e.f. 10.6.1979). The amendment ensured that the right to property "is no 

longer a fundamental right but rather a constitutional/legal right/as a 

statutory and in the event of breach, the remedy available to an aggrieved 

person is through the High Court under Article 226 of the Indian 

Constitution and not the Supreme Court under Article 32 of the 

Constitution. State must pay compensation at the market value for such 

land, building or structure acquired Act, 1964, the same can be found i6n 

the earlier rulings when property right was a fundamental right. Elsewhere, 

Justice, Reddy, 0 Chinnappa ruled (State of Maharashtra v. Tale on 7 July 



1983) that the fundamental right to property has been abolished because 

of its incompatibility with the goals of "Justice" social, economic and 

political and "equality of status and of opportunity" and with the 

establishment of a "a socialist democratic republic, as contemplated by the 

Constitution". 

In India, with this introduction of 'social' elements to the property rights, 

a new phase had begun. K.K. Mathew, justice of Kesavananda Bharati vs 

State of Kerala stated this precisely: "Property of consumable goods or 

means of production worked by their owners (use aspects of property) was 

justified as necessary condition of a free and purposeful life; but when 

property gave power not only over things but through things over persons 

also, it was not justified as it was an instrument of servitude rather than 

freedom" . 

B. LEGISLATIVE CHANGES:-

The 2013 Act focuses on providing not only compensation to the 

landowners, but also extend rehabilitation and resettlement benefits to 

livelihood looser from land, which shall be in addition to the minimum 

compensation. The minimum compensation to be paid to the land owners is 

based on a multiple of market value and other factors laid down in the Act. 

The Act forbids or regulates land acquisition when such acquisition would 

include multi-crop irrigated area. The act changed the norms for acquisition of 

land for use by private companies or in case of public-private partnerships, 

including compulsory approval of 80% of the landowners. The Act also 

introduced changes in the land acquisition process, including a compulsory 

social-impact study, which needs to be conducted before an acquisition is 

made. 

The new law, also has some serious shortcomings as regards its 

provisions for socioeconomic impact assessment and is has also bypassed the 

constitutional local self governments by not recognizing them as "appropriate 

governments" in matters of land acquisition. 
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Purpose of LARR As per the Act, the union or state government can 

acquire lands for its own use, hold and control, including for public sector 

undertakings and for "public purpose", and shall include the following 

purposes: 

• For strategic purposes relating to naval, military, air force, and armed 

forces of the Union, including central paramilitary forces or any work 

vital to national security or defense of India or State Police, safety of the 

people. 

e For infrastructure projects as defined under the Act. 

e Project for affect families. 

e Project for housing for such income groups, as may be specified from 

time to time by the appropriate government. 

e Project for residential purposes to the poor or landless or to persons 

residing in areas affected by natural calamities, or to persons displaced 

or affected by reasons of the implementation of any scheme undertaken 

by the Government, any local authority or a corporation owned or 

controlled by the state. 

The land can be acquired for private bodies for certain purposes: 

• For public private partnership projects, where the ownership of the land 

continues to vest with the Government, for public purpose as defined in 

the Act. 

e For private companies for public purpose. 

C. MONETARY COMPENSATION:-

Major Indian infrastructure projects such as the YAMUNA EXPRESSWAY 

have paid about ~2800 crore (US$S00 million) for land, or over US$25000 

per acre between 2007 and 2009. For context purposes, this may be 

compared with land prices elsewhere in the world: 

e According to The Financial Times, in 2008, the farmland prices in 

France were Euro 6000 per hectare ($2430 per acre; ~109350 per 

acre) . 
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e According to the United States Department of Agriculture, as of 

January 2010, the average farmland value in the US was $2140 per 

acre ("96300 per acre). The farmland prices in the US varied between 

different parts of the country, ranging between $480 per acre to 

$4690 per acre. Due to unfavourable agricultural conditions in many 

states of India, peasants looked for monetisation of their own 

property, the land to protect their future generations. 

A 2017 report by Government of India, on labour whose livelihood 

depends on agricultural land, claims that, the all-India annual average daily 

wage rate is ~176/day. The new rates came into effect from June 1, 2017. 

This wage rate in rural India study included the following agricultural 

operations common in India: ploughing, sowing, weeding, transplanting, 

harvesting, winnowing, threshing, picking, herdsmen, tractor driver, 

unskilled help, masonry, etc. 

D. DELAYED PROJECTS:-

Delayed projects due to mass unrest have caused a ·damping effect to 

the growth and development of companies and the economy as a whole. 

Earlier states like Maharashtra, Tamil Nadu, Karnataka, and Andhra Pradesh 

had been an attractive place for investors, but the present day revolts have 

shown that land acquisition in some states pose problems. 
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CONSEQUENCES:-

The consequences of land acquisition in India are manifold. The empirical and 

theoretical studies on displacement through the acquisition of land by the 

government for development projects have so far focused on the direct and 

immediate adverse consequences of land acquisition. Most of the analytical as 

well as the descriptive accounts of the immediate consequences of land 

acquisition for development projects draws heavily from Michael Cernea's 

'improvement risk model', which broadly enumerated eight 'risks' or 'dimensions' 

of development-induced displacement. These eight risks are very much direct and 

basic in natures which are, 

I. Landlessness, 

II. Joblessness, 

Ill. Marginalization, 

IV. Loss of access to common property resources, 

V. Increased morbidity and mortality, 

VI. Food insecurity, 

VI I. Homelessness, 

VIII. Social disarticulation . 

L. K. Mahapatra has added 'loss of education' as another impoverishment risk 

in situation of displacement (Mahapatra 1999). 

But apart from these direct and immediate effects of land acquisition there are 

more subtle and indirect effects of this coercive and centralized legal procedure, 

which have a bearing on various decentralized and participatory democratic 

processes, and institutions of state power. Land reforms and the panchayati raj 

institutions are the two most important areas, which are being vitiated by land 

acquisition. Of all the states of India, the consequences and controversies around 

land acquisition in West Bengal had gained a lot of attention from national and 

from international as well. The peasant resistances against governmental land 

expropriation in Singur and Nandigram has finally led to the fall of the communist 

l 



party(Marxist) led government in West Bengal, which ruled the state through 

democratic election for 34 years. The communist led left front government of 

West Bengal under the economic liberalisation policy adopted by the 

Central/Union government of the country shifted from its pro-farmer policy and 

took to the capitalist path of industrial development, which at the micro-levels 

endangered the food security of the small and marginal farmers as well as 

sharecroppers who formed the vote bank of the left front government of West 

Bengal. The new anti-communist Trinamul Congress led government of West 

Bengal which came to power in the state in 2011 through a massive electoral 

victory is yet to develop any comprehensive resettlement and rehabilitation 

policy for the thousands of families affected by various development projects. The 

new government enacted a law on 14th June 2011, in the West Bengal assembly 

named 'Singur Land Rehabilitation and Development Act, 2011'. With this law, the 

West Bengal government has reacquired about 1000 acres of farmland from the 

Tatas which was given to the company for building a small car manufacturing 

factory in 2006 by the then Left Front government. The Trinamul government's 

intention was to return 400 acres of farmland to the 'unwilling' farmers around 

whom the agitation against the Left Front government was organised by the 

Trinamul Congress Party. However, the whole issue seems to have fallen into a 

long legal battle between the present state government and the Tatas, as the 

latter has challenged the 'Singur Land Rehabilitation and Development Act' in the 

court. In 2016, the Supreme Court quashed the West Bengal government's 

acquisition of 997 acres of agricultural land for Tata Motors and ordered its return 

to 9117 landowners. In another case of governmental land acquisition for housing 

at North 24 Paragnas district of West Bengal, the farmers began to cultivate their 

farmland which were acquired but remain unutilised. According to media report 

these farmers were assured by the Trinamul Congress Party leaders before the 

election that their land, which is about 1687 acres, would be returned to them if 

the party could come to power. However, these farmers are turning their backs to 

the Trinamul Congress, since the party has not kept its pre-election promise (The 

Statesman, 11th Feb~uary 2012). Under the above disturbing episodes, it may be 

worthwhile to narrate the glaring incident of the opposition levelled by Mamata 

Banerjee, the present chief minister of West Bengal to the draft Land Acquisition 
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Bill 2007 in the Lok Sabha. At that time Miss Mamata Banerjee was the Railway 

Minister of the Central Government. She opposed to a clause of the bill which 

empowered private companies to acquire up to 70% land directly from farmers 

and landowners. The remaining 30% could be acquired by the state government. 

Miss Banerjee wanted private companies to buy 100% of the land, according to a 

report (The Statesman, 26th July 2009). It seems that Miss Banerjee would have 

allowed the amended bill to be passed if the Lok Sabha agreed to modify the 

70/30 proportion to 100% purchase by the companies under the principle of 

will ing-buyer-willing-seller. 

Eminent domain doctrine has been widely used in India since the era of 

independence, with over 21.6 million people in the period of 1951-90. They have 

been displayed with large-scale projects like dams, canals, thermal plants, 

sanctuaries, industrial facilities, and mining. These occurrences are generally 

categorized as "development-induced displacement". 

The process of land acquisition in India has proven unpopular with the 

citizenry. The amount reimbursed is fairly low with regard to the current index of 

prices prevailing in the economy. Furthermore, due to the low level of human 

capital of the displaced people, they often fail to find adequate employment. 

The draft of the government's National Policy for Rehabilitation states that a 

figure around 75% of the displaced people since 1951 is still awaiting 

rehabilitation (The Hindu, Chennai, India. 10th June 2011). However, displacement 

is only being considered with regard to "Direct Displacement". These 

rehabilitation policies do not cover fishermen, landless labourers, and artisans. 

Roughly one in ten Indian tribals is a displaced person. Dam projects have 

displaced close to a million Adivasis, with similar owe foe displaced Dalits. Some 

estimate suggests 40% of displaced people are of tribal origins. 

There have been a rising number of political and social protests against the 

acquisition of land by various industrialists. They have ranged from Bengal, 

Karnataka, and Uttar Pradesh in the recent past. At least a decade before the 

Singur episode, similar events occurred in West Bengal, although the opposition 

parties and other civil society organisations remained silent at that time. Similarly, 
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the Sardar Sarovar Dam project on the river Narmada was planned on acquired 

land, though the project was later cancelled. 

The Land Acquisition Act of 1894 allowed the government to acquire private 

lands. It is the only legislation pertaining to land acquisition which, though 

amended several times, has failed to serve its purpose. Under the 1894 Act, 

displaced people were only liable for monetary compensation linked with market 

value of the land in question, which was still quite minimal considering circle rates 

are often misleading. Land acquisition related conflicts during the post-reform 

period in India have shown three distinctive tendencies; 

I. Technology and Bundle of Rights, 

II. Power-Land Regulation Nexus, 

Ill. Disappearing Commons. 

Table of Displaced Tribals:-
. TRIBAL PERCENTAGE . 

Karjan Gujarat 11600 100 

Sardar Sarovar Gujarat 200000 57.6 

Maheshwar Madhya Pradesh 20000 60 

Bodhghat Madhya Pradesh 12700 73.91 

lcha Bihar 30800 80 

Chandil Jharkhand 37600 87.92 

Koel Karo Bihar 66000 88 

Mahi Bajaj Sajar Rajasthan 38400 76.28 

Polavaram Andhra Pradesh 150000 52.90 

Maithon & Panchet Jharkhand 93874 56.46 

Upper lndravati Odisha 18500 89.20 

Pong Himachal Pradesh 80000 56.25 

lchampalli Andhra Pradesh 38100 76.28 

Tultuti Maharashtra 13600 51.61 

Daman Ganga Gujarat 8700 48.70 

Bhakra Himachal Pradesh 36000 34.76 

Masan Reservoir Bihar 3700 31 

Ukai reservoir Gujarat 52000 18.92 

Tamnar Chhattisgarh 59999 
Source: Singh, Satyajit (1997). Taming the Waters. Oxford University Press. 
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PROPOSED AMENDMENTS:-

The current Prime Minister Narendra Modi led National Democratic Alliance 
government driven Land Acquisition Bill in the Lok Sabha on 10th March 2015 has 
seen a tough resistance from key position parties in India who have called the 
proposed amendments "anti farmer" and "anti poor". The proposed amendments 
remove requirements for approval from farmers to precede with land acquisition 
under five broad categories of projects. While the bill was passed in Lok Sabha, it 
still needs the approval from the Rajya Sabha, where the current government 
does not have a majority, for the proposed amendments to become effective. 

The following are the main "disputation points": 

e The Right to Fair Compensation and Transparency in Land Acquisition, 
Rehabilitation and Resettlement Act, 2013 {Land Acquisition Act, 2013) 
defines 'consent' clause as "land can only be acquired with approval of the 
70% of the land owners of PPP projects and 80% for the private entities". 
But the proposed amendments by the Namendra Modi government do 
away with consent clause for industrial corridors, Public Private Partnership 
Projects, Rural Infrastructure, Affordable housing and Defence projects. 

e Land Acquisition Act, 2013 states that land not utilised for 5 years should 
be returned to the owner, but the amendment proposed by the NDA 
government intends to change to 5 year or any period specified at the time 
of setting up the project. 

e While the Land Acquisition Act, 2013 allows private companies to acquire 
land but the proposed amendment allows any private entity to acquire 
land. 

e According to the new amendment if any government official conducts any 
wrongdoing he or she cannot be prosecuted without prior sanction from 
the government. 

e Land Acquisition Act, 2013 mandated the social assessment before land 
acquisition but the NOA government's proposed bill does away with this 
requirement. 



The government came under heavy attack from opposition parties and 
farmer organisation for the proposed Land Acquisition bill amendments. 
They claim that the amendments are aimed at "benefiting the large 

corporate houses". 

The opposition, including the Indian National Congress, has opposed the 

bill in and out of Parliament. Sonia Gandhi, the chairperson of the United 

Progressive Alliance and Indian National Congress, called the bill "anti

poor" and "anti-farmer". She alleged that the bill will "break the backbone 

of India". 

Not only the opposition parties but also other organizations that 

traditionally supported Bharatiya Janta Party (BJP) such as Mazdoor Sangh, 

Bhartiya Kisan Sangh and Akhil Bhartiya Vanvasi Kalyan Ashram have come 

heavily against the amendment proposed by the present government. As 

per the Bhartiya Kisan Sangh, the Modi government's land ordinance 

tweaks the fundamentals of The Right to Fair Compensation and 

Transparency in Land Acquisition, Rehabilitation and Resettlement Act, 

2013 passed by the UPA government and supported by the BJP two years 

ago. 
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ALTERNATIVES & CONCLUSION:-

One of the alternative proposals to land acquisition is leasing the land 

from landowners for a certain lease period. Proponents cite how land 

acquisition policies by Governments unwittingly encourage rampant land 

speculation making the projects expensive since huge portion of 

investment would be need to be allocated for land acquisition cost. 

According to them, policies of land acquisition gave way to political 

cronyism where land is acquired cheaply by securing favours from local 

governments and sold to industries at steep market prices. Leasing land, 

may also support sustainable project development since the land need to 

be returned to the landowners at the end of the lease period in a condition 

similar to its original form without considerable environmental 

degradation. When the land is leased then anybody who has to otherwise 

give up land or livelihood will be compensated for its growing valuation 

over time. In this model, the landowner lends his land to the government 

for a steadily-increasing rant, or through an annuity-based system as 

currently practiced in Haryana and Uttar Pradesh. 

Some industries already follow the model of leasing lands instead of 

acquiring it. Energy development projects such as oil and gas extraction 

usually lease lands. Renewable energy projects such as Wind Power farms 

projects often lease the land from landowners instead of trying to acquire 

the land which could make the projects prohibitively expensive. 



I 

BIBLIOGRAPHY:-

1) Department of Land Resources-Ministry of Rural Development-GO! 
(https: //rural .n ic. in) 

2) "Land Acquisition Bill passed in Lok Sabha, Shiv Sena abstains from 
voting" .(https://www.indiatoday.in) 

3) http://www.prsindia.org/uploads/media/Land%20and%20R%20and 
%20R/ Note%20on%20Amendments%20of%20LARR%20Bill,%202015. 
QQf 

4) "Land Bill: Six facts you need to know". (https://www.thehindu.com) 
5) "Early Times: Leading Newspaper Jammu Kashmir, Latest News about 

Jammu & Kashmir". (www.earlytimes.in) 

6) "Research Foundation for Governance in lndia"(PDF) 
(http: //www.rfgindia.org) 

7) "The Eminent Domain of Land Acquisition: An Embedded Instrument 
of Economic Exclusion" (https://researchgate.net) 

8) Land Acquisition in lndia-Wikipedia (https://en.m.wikipedia.org) 
9) Dey Biswas 2014,14-15 footnote 

(http://www.floorgroup.raumplanung.tu-dortmund.de) 
10) Land Acquisition: An Overview of proposed amendments to the law. 

(https://www.prsindia.org) 

11) Spent~ 2800 er on land acquisition for Yamuna Expressway: JP 
Associates. (https://economictimes.indiatimes.com) 

12) "Land use, value and management: Agricultural Land Values" 

(https://wayback.archive-it.org) 

13) "WAGE RATES IN RURAL INDIA" (PDF) (https://web.archive.org) 
14) "Pranab Bardhan: The vexed issue of land acquisition" 

(https://wap.business-standard.com) 

15) "Land Acquisition problem delay major projects". 

(https://www.thehindu.com) 

16) Michael M. Cernea - World Bank Documents - World Bank Group 
(PDF). (documents.worldbank.org) 

17) Singh, satyajit (1997). Taming the Waters. Oxford University Press. 

l 
I 

1 



I 
ij 

' 

18) "Why India needs a reformed Land Acquisition, Rehabilitation and 

Resettlement Act?" (http:/jequity.blogspot.com) 

19) "Controversy Over land Acquisition Bill: All You Need to Know". 

(https://www.newindiaexpress.com) 

20) " Land Bill will 'break nation's backbone', Sonia writes to Gadkari" 

(https://indianexpress.com) 

21) "Land Bill: Blocked by RSS, here's why the Modi Government is 

reaching out directly to the farmers". (https://www.firstpost.com) 

22) "Land Bill: RSS affiliates lodge strong objections before Joint 

Parliamentary Committee". (https://indianexpress.com) 

23) "WHY LAND TENURE SHOULD BE CONSIDERED IN DESIGN OF 

PROJECTS". (http://www.fao.org) 

24) "Projects must be sustainable for society at large under new land 

acquisition law". (https://economictimes.indiatimes.com) 

--------X--------

.f 
• 



Ramnkrishma Mision Residentinl Collego (Autonomous) 
Vivekananda Centrofor Research 

Ramakrishna Mission Ashrama 
(A Brarch Centte of Ranakrishna Misson. Pelur Math. forwrah 71 122) 

Narendrapur, Kolkata 700 103, West Bengal, India 
A Scicntific Industrial Research Organisation, Recognised by DST., Govt. of India 

College with Potential for Excellence (CPE), Re-accredited by NAAC. 'A" CGPA 3.56 out of 4) 

Certificate of Completion of Project 

This is to certify that Mr. Sabarna Choudhury (ECUG/148/17), a 

student of Department of Economics, has submitted the semestral 

project as part of the B.Sc Economics Honours Course (Sem VI, 

Paper XVI}titled: "Demonetisation: Challenges for lIndian Economy" 
on 30.06.20. 

Apula Gha 

Apurba Ghosh 

(HOD) 
Head of the Department ol Econamics Aamalrishna Misstan Residential College (Autanamous) 

Narendrapux, Kallata-700 103, W.a 

HONEG 25/7229 
AIL: neripurenicom WS7wwonsnarsndrapnorg 

2208 



Economics Term Paper 

Demonetisation: Challenges for Indian Economy 

Name: Sabarna Choudhury 

Roll No: ECUG/148/17 

B.Sc 6 Semester 

Economics (Honours) 

Ramakrishna Mission Residential College, Kolkata 



CONTENTS 

01 01.Abstract 

02 02. Introduction 

03 03.Objectives of Demonetisation 

04 04. What is Black Money? 

05 05.Earlier effects of Demonetisation of currency 

08 06. Status Prior to 8th November, 2016 

11 07. Impacts of Demonetisation 

11 Positive Impacts of Demonetisation 
Negative Impacts of demonetisation 15 

19 08. Conclusion 

20 09. Acknowledgement 

21 10. Bibliography 



Abstract 
Demonetisation is defined as a process by which currency units loses the status of 
legal tender as it will be withdrawn from circulation. Demonetisation is a gallant step 
taken by the central government to change national currency unit. India has 
experienced demonetisation thrice so far and the most recent on 8th November 2016. 
India has been amongst the highest level of currencies in circulation at 11.55% of 
GDP which consists of 87% of R500 and 71000 notes or roughly 14 lakh crores. 
Demonetisation is a serious action taken to tackle the menace of counterfeit 
Currency, to control inflation; to discourage cash transaction, to mobilize digital cash 
transfer and reduce tax evasion. It has a twofold objective of- firstly, choke the 

funding channels of militancy, stop fake currency production, reduce tax evasion and 
secondly, digitizing the mode of transactions of the citizens. This study includes the 
interpretation of the motive of demonetisation with a vivid description of 
consequences of demonetisation in the Indian economy. It takes into account the 
positive as well as negative impacts of demonetisation in the developing Indian 
economy. This paper captures the pattern of the economy of India since 
demonetisation and evaluates major fiscal and monetary variables and their trends 
during pre and post demonetisation period. 
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Introduction 
On 8th November 2016, the Prime Minister of India announced in late evening that 
currency notes of two denominations - R500 and T1000 would cease to be legal 

tender from midnight onwards. The government took several steps to promote 
inclusive economic growth in all sections of society. But the existence of corruption, 
incidence of black money, terrorism and fake currency overshadowed these efforts 
to remove poverty and bring about a sense of parity in the society. Demonetisation 

was said as the strong and decisive action against these continuing ills. As the 

economy and people grappled with the consequences of this sudden move, a 
support of digitalised nation was built and there were no restrictions on non-cash 

payments by cheques, demand drafts, debit or credit cards, electronic fund transfers. 

The expectations from demonetisation were 
1. Decrease in corruption. 
2. Curbing black money and stopping black money to come in the main stream 

economy. 
3. Destroying counterfeit currency. 
4. Reduction in terror funding. 
5. Increase in liquidity in bank. 
6. Fall in real estate prices. 
7. Decreased housing loan and other loan rates. 
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Objectives of Demonetisation 
The Demonetisation was a massive step taken by the Govt. of India to curb the 
deliberate use of black money from the nation. The basic ideology of the policy was 
to create a short term impact for long term purposes and to suppress corruption from 
the prevailing system and economy. It was also a step taken to curb terror-funding, 
cOunterfeit currency. As time passed a list of justifications for demonetisation grew 
such as creation of cashless economy, curbing real estate prices and broadening of 
the tax payers' base. Thoughi 
generated through corruption and ilegal cash transaction, one must also bear in 
mind that "all black is not cash and all cash is not black". Liquid money or Cash is 
widely used in India's informal sector that contributes over 45% of GDP and 90% of 
employment. It is extensively used as the medium of transaction in the agricultural 

is generally understood that black money is 

sector. 

Thus in short the objectives of demonetisation are to prevent: 
1. Accumulation of Black money through income that was not declared to tax 

authorities. 
2. Corruption. 

3. Use of high denomination currency for funding terror activities. 

4. Production of counterfeit currency. 
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What is Black Money? 
Black Money is the money earned through any llegal activity usualy received in 
cash from underground economic activity that are not taxed. 

White money is the earning after paying taxes according to the Government rules. 

In India, black money is the fund earned in the black market on which income and 
other taxes have not been paid; it also includes the unaccounted money that is 
concealed from the tax administration. According to the Director of Central Bureau of 
Investigation, in Feb 2012, India had US$5o0 billion of illegal funds which increased 
to US$1500 billion by March 2018. The root cause for the increasing rate of black 
money in the countryis the lack of strict law enforcements for the punishment of the 
offenders as it is seen that criminals pay bribes to the tax authorities to hide their 
corrupt activities. 
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Earlier effects of Demonetisations in India 

1. Demonetisation of 1946 
The rationale of this demonetisation was recorded in the History of RBI in the 
following words - "Soon after the war, while Governments were giving attention 

to ways and means of averting the expected slump, thought was also given to 
black market operations and tax evasion, which have known to have occurred on 
a considerable scale". 

To implement the first demonetisation ever witnessed by India, the government of 
India promoted an Ordinance on 12th January 1946. According to the Ordinance, 
currency notes of R500, R1000 and 10,000 were demonetized with a directive of 
exchange of them within 10 days. By the end of 1947, out of a total of 143.97 
crores of high denomination notes, notes of the value 134.9 crores had been 
exchanged. Thus notes worth 9.07 crores were not exchanged indicating that 
the action was not really a success. The action of demonetisation was summed 
up by the first Governor of RBI, Sir Chintaman D. Deshmukh as, "It was really not 
a revolutionary measure and its purpose as a minatory and punitive gesture 
towards black marketing was not effectively served". 

Another limitation to this measure was that the currency notes exchanged by 
some native states which were not a part of British India were not questioned. 
However in the year 1954, the denominations of T1000, 75000, 10,000 were 
further introduced. 

Figure 2: Demonetisation of 1946 Total currency in circulation: INR 1,220.08 crores 

9.07 

134. 90 

Currency not demonetised (in INR 

crore) 

Specified currency deposited 
back/exchanged (in INR crore) 

1076.11 Amount of demonetized currency 
extinguished (INR crore) 

Source: Lekhi, R. (2003), The Economics of Development and Planning, 8" Edition, Kalyani 

Publications, Delhi. 
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2. Demonetisation of 1978 : 

After the general elections of 1977, the first non-Congress government of India 
underwent another demonetisation drive whose objective was to declare 

illegitimate black money normally held in high denomination currency notes. The 

government demonetized R1000, R5000 and 10,000 currency notes on 16th Jan, 
1978 under the High Denomination Bank Notes Ordinance, 1978. During this 

demonetisation program, out of 146 crores of demonetized notes, 124.45 

crores were exchanged and a sum of R21.55 crores that is about 14.76% of the 
demonetized currency notes were extinguished. Currency Notes of R500 were 
reintroduced in 1987 and those of 1000 in 2000. On this regard the then 
Governor of RBI, said that "such an exercise seldom produces striking results" 

since people having black money rarely keep them in cash. Black money holders 

can easily find agents to convert notes through a number of smaller transactions 

for which there would be no explanations and thus it is very tough to find them 

out. 

Figure 3: Demonetisation of 1978 - Total currency of INR 1,825 crores in circulation

124.5 21.55 

Currency not demonetised (in 
INR crore) 

Specitied curreney deposited 
back/exchanged (in INR crore) 

mAmount of demonetized 
currency extinguished (INR 
crore) 

18,104 

Source: Lekhi, R. (2003), The Economics of Development and Planning, 8 Edition, Kalyani 
Publications, Delhi 
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3. Demonetisation of 2016- 
A total of 9,026.6 crores (90.266 billion) currency notes in volume valued at 
R17, 97, 46,000 crores (17.97 trillion) were in circulation as of 4h November 2016. 
Of these currency notes, 500 numbering 1,660 crores and valued at 8.25 lakh 
crores (8,250 trillion), and currency notes of R1000 numbering 670 crores valued at 
R6.70 lakh crores were demonetised on November 8, 2016. It has been extensively 
reported that these Specified Bank Notes (SBN) that were demonetised amounted to 
INR 15.44 lakh crores or 86.4% of the currency in circulation. As on December 12, 
2016, the total specfied currency notes deposited with the RBI was 712.44 lakh 
crores. The official final figures of SBN deposited suggest that the RBI informed the 
Public Accounts Committee of the Parliament that SBNs valued at 15. 28 lakh 
crores had returned to the RBI treasury. Therefore, only currency worth 16,000 
crores or 1.03% of the demonetised currency was extinguished. 

Figure 4: Demonetisation of 2016 - Total currency in circulation INR 17.97 lakh crores. 

16,000 

243,037 

Currency not demonetised (in INR 
crore) 

Specified currency deposited 
back/exchanged (in INR crore) 

1,528,000 Amount of demonetized currency 
extinguished ( INR crore) 

Source: Lekhi, R. (2003), The Economics of Development and Planning, 8h Edition, Kalyani 
Publications, Delhi 
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Status Prior to 8h November, 2016 
Let us assess the condition of Indian economy before Demonetisation was declared. 

1. Counterfeit currency -

According to the Annual Report of RBI, fake currency notes valued at R27 crores 
were seized primarily by the banks during the financial year 2015-16. These notes 
were alleged to have been smuggled in and were being used to fund illegal activities 
throughout the country. A confidential study is said to have been carried out by the 
security agencies along with the Indian Statistical Institute which pegged the value of 
counterfeit notes at R400 crores. It was also reported that higher rate of occurrence 
of Fake Indian Currency notes (FICN) in India, estimated to be around 250 pieces 

per million. Attempts were also made to push about R70 crores in Indian Economy 
every year of which only 1/3 was seized. 

2. Black Money 
Black money is mostly generated in the informal sector, real estate sector and in 
international transactions. Existence of black money is one of the crucial reasons for 
low taxpayer's base. Various studies have estimated the size of the unaccounted 
economy. According to the National Institute of public Finance and Policy under the 
Ministry of Finance, in 1975-76 it was estimated to be 15%-18% of GDP; while 
between 1980-81 it was 18-21% of GDP and between 1983-84 it was 19-21% of 
GDP. A study by Prof. Arun Kumar (2006) estimated it at 40% of the whole economy 
in 1995-96.In 2013, a McKinsey & Company report estimated India's shadow 
economy to be 26% of the GDP. This report suggested that prevalence of cash often 
allowed the presence of a shadow economy. 

Figure 5: Data on GDP and Black Money 

Black Money (in INR Crore) GDP (in INR Crore) 

1,425,349 5,482,111 2012-13 

1995-96 695,096 
1,737,741 

1990-91 471,761 
1,347,889 

1987-88 558,446 
1,094,993 

1983-84 187,254 
936,270 

335398,506 1980-81 

1975-76 684,634 

Source: Extracted from Ministry of Finance (2012), White Paper on Black Money, Central Board of 
Direct Taxes, Department of Revenue, Ministry of Finance, New Delhi. 
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3. Corruption:- 
Corruption is an issue that adversely affects the country's economy, the credibility of 
its governments at the central, state, and local levels. The Corruption Perception 
Index 2016 ranks India 79th out of 176 countries, with a score of 40, on a scale of 0 
to 100. Corruption and black money are connected as former is the generator of the 
latter and this has held back the economy from its desired development. Spreading 
its tentacles deep, corruption has become rife amongst politicians, bureaucrats, and 
businessmen and has affected the basic fabric of Indian society. 

4. Low Taxpayers' Base:- 

In 2015-2016, of the total population of 129 crore, only 5.70 crore were taxpayers 
which accounted for only 4.4% of the population. This number included both 
categories of people, those who have filed their returns of income as well as thosein 
whose case tax has been paid or deducted but no return of income has been filed. 
During the period 1990-1991 to 2015-2016, the percentage of effective number of 
taxpayers in the total population of the country grew from 0.85% to 6.6%. Though the 
growth in number of taxpayers in relation to total population is a positive 
development, the present number of taxpayers is not satisfactory when compared 
with other countries around the world. Data from a few successful tax administrations 
around the world shows that 84.1% of the population of Canada, 46.2% of the 
population of USA, and 47.1% of UK's population filed tax returns during calendar 
year 2015. In that year only 3.3% of India's population had filed returns, proving that 
India's postion was the worst even amongst the BRICS nations. In South Africa, 
33.4% of the population and 13.9% of Brazil's population were taxpayers. 

Figure 6: Active Individual Taxpayers as a percentage of citizen population, 2015 

90.0 82.5 84.1 

80.0 
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60.0 
47.1 46.2 50.0 

40.0 33.4 
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20.0 13.9 

10.0 5.0 

0.0 

Australia Brazil Canada India South Africa United United States 

Kingdom 

Source: OECD (2017), Tax Administration
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5. Cash in Circulation:
India mainly runs on cash. The flow of cash comes with a set of problems, the most 
prominent of which is the generation of black money, which fuels the nation's 
shadow economy and is used to evade taxes. The magnitude of cash in circulation is 
directly linked to the level of corruption. It has a direct effect on the purchasing power 
of the poor and the middle class. High circulation of cash also strengthens the illegal 
trade which is directly linked with illegal activities. 
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Impacts of Demonetisation 
The Demonetisation of 2016 had both positive and negative effects on Indian 
economy. The effects are stated as follows: 

Positive effects of Demonetisation:- 

1. Changed Saving Habits 
Demonetization played an important role in transferring cash to financial markets. It 
changed saving habits of people. After the demonetisation Gross financial savings 
has increased from 10.9% of Gross National Disposable Income (GNDI) in FY16 to 
11.8% of GNDI in FY17. People started investing in mutual funds and bond market. 
The mutual fund investment data reveals that it has increased by 155% in a year and 

reached F3.43 lakh crores with a 46% increase in collection of premium of insurance 

policies. 

2. Real Estate Cleansing: 
The amount of black money involved in the real state sector is enormous. An 
estimate tells us that in Delhi-NCR at least 40 percent of real estate deals are made 
in illegal ways. Demonetisation has reduced the filow of unaccounted money into the 

real estate sector. This will help in curtailing the use of black money in real estate 
sector which in turn result in the reduction of the prices of land and property. 

3. Financial sector: 

As per the monetarist view, the effect of demonetisation on economic activities and 
stock market is related to the fall in interest rates. However, the real side impact of 
any demonetisation move will also depend upon the relative share of connected and 
unconnected sectors of the economy. Demonetisation has led to increase of cash 
flows in the banking system. An event study utilized the daily data of BSE 200 stock 
index and revealed a 9% reduction in the shareholders' wealth during eight trading 
days immediately after the announcement of demonetisation. The market perceived 
the move negatively. Figure 7 presents the behaviour of interest rates, credit 

extended, deposit received and investment utilized for the period 2012-18. The 
growth rate in deposit has been around 14 percent during 2012-13 (measured on left 
axis of figure 7), but the same came down to 8 percent in Q3 of 2017-18 with a rise 
of 14 percent during demonetisation period. Surprisingly, the credit growth was to the 

tune of 16 percent during 2012-13 but came down to around 6 percent in 2017-18 
Notably the credit growth has slowed down post- demonetisation except in Q4 of 
2016-17, just immediately after the demonetisation period. The behaviour of interest 
rate coincides with the flow of money supply as there was much growth in broad 

money during 2012-13, but it slowed down thereafter. This phenomenon indicates
that high growth in money supply might have created inflationary pressures. In this 
sense the argument of demonetisation to curb the asset bubbles seems partly 
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justified. The credit-deposit ratio (measured on right hand side in figure 7) has 
remained stable in past couple of years. Similar behaviour is noticed for investment- 
deposit ratio as well. 

Figure 7:Growth rate of banking indicators. 
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Source: Monthly Bulletin of RBI, Ministry of Finance 

4. Inflation: 

Figure 8: Inflation behaviour in India. 
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The growth rate in consumer price index (year over year) for aggregate level is 
presented in figure 8.It is evident that inflation measured through Consumer Price 
Index (CP) and CPI for Industrial Workers (CPI-IW) has remained around 10% 
during the 2012-13 and reached around 4% in the Q3 of 2017-18. The figure clearly 
shows that inflation level has eased after the demonetisation move. The inflation 
scenario coincides with the trend in money supply, as slowdown in money growth 
has eased the inflation partly. Based on these statistics, it can be inferred that higher 
money supply might have created asset bubbles and demonetisation along with 
other monetary policy measures, have helped curb these bubbles. The year-on-year 
comparison states that WPl showed negative growth during 2015-16 and reported 
positive growth after the demonetisation move. 

5. Government Balances 

The impact of demonetisation on the Union Government accounts is mainly 
perceived on the tax revenue collection. Figure 9 presents the values of different 
components of government accounts. The blue bars of the of figure 9 shows that tax 
collection was {24 billion in Q4 of 2015-16 and the same has increased to T28 billion 
in Q4 of 2017-18 (next quarter to the demonetisation move). One obsenvation can be 
made that the tax revenue in absolute terms over corresponding quarters of every 
year is rising that means the economy is expanding its base over a period of time. 

Figure 9: Union Government Account. 
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The revenue expenditure also exhibits the tendency of gradual rise over different 
quarters. The growth pattern tells that the tax revenue has improved which favors the 
positive impact of demonetisation. 

6. Digital Economy 

Demonetisation has pushed India towards a more digital economy. From figure 10, it 
is evident that digital transactions gained momentum in the quarter immediately after 
demonetisation and then stabilized. The impact of demonetisation was apparent in 
the volume of card payments which slowed down in Q3 of 2016-17, amid the 
withdrawal limit, but thereafter card payments increased voluminously. Even during 
demonetisation there was a large increase in mobile banking which slowed after the 
first quarter of 2017-18. The numbers of Point of Sale (PoS) machines have also 
increased significantly. The launch of goods and service tax could be a primary 
factor for the same. It can be concluded that demonetisation appears to have 
resulted in increase in digital transactions. 

Figure 10: Digital Transactions: card payments and mobile banking. 
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Negative effects of Demonetisation: 

1. Economic Growth: 

In order to assoss the Impact of demonetisation on economic growth (through GDP) 
the fourth quarter values of different years are compared in figure 11. Growth rate 
waa 9 percent In Q4 of 2016-10 and came down to 6 percent in Q4 of 2016-17 and 
growth has remained stable at 6 percent thereafter. In terms of aggregate growth, it 
can be argued that the demonetleation move has slowed down growth pace of the 
economy. The adverso Impact of demonetisation move is apparent for the industrial 
sector with ite growth coming down to 0% in Q1 of 2017-18 which generally had 
been about 10% in Q1 for each of the past three years 2014-17. Services sector has 
remained unaffected and roported stable growth. The investment growth measured 
through gross fixed capital formation was about 10% during Q2 of 2016-17, a period 
before theo demonetisatlon move, but came down to negative in Q4 of the same 
financlal year and about 2% In Q1 of 2017-18. However, investment growth revived 
during Q2 and Q3 of 2017-18. Consumption expenditure growth has remained stable 
in the past couple of years even during demonetisation period. 

Fgure 11: Growth rates of GDP and its components.
18 

15 

12 

Etrshriihten 
gaQQ23 Q4Q1 2 Q3 

2013-14 2014-1 2013-16 2016-17 2017-18 

inl Conmun pthon Lx pendituro Orood ix od Capitallom ation -ODP 

Agloulture -Industry Sorvices 

Source: Monthly Bulletin of RBl, Ministry of Finance. 

2. Industrial Sector: 

The Index of Industrial Production is a demand side indicator of the economy. The 
behaviour of the Index of Industrial Production (lIP) at the aggregate level is given in 
figure 12. In terms of year-on-year growth in lIP in aggregate, the Q1 growth for year 
2017-18, a period immediately succeeding demonetisation noticed a significant fall 
and revival thereafter. In fact, a fall in the growth of lIP in Q1 was witnessed in the 
yoar 2012-13 and 2015-16 as well. Speclfically, the fall in growth of lIP in Q1 in 
2017-18 ls attributed to demonotisation but the index recovered to its previous level 

immediately.
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Figure 12: Behaviour of Index of Industrial Production. 
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The impact of demonetisation was mainly offset by upsurge in consumer non 
durable goods. However, durable goods saw a significant dip in the post 
demonetisation period. In terms of use based classification, primary goods index 
remained stagnant with minor fluctuations.

Figure 13: Behaviour of Capital, Intermediate and Infrastructure goods (in terms of lIP). 
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In terms of impact on productive capacities, it is observed that lIP for capital good 
saw a significant dip in Q2 of 2016-17, a quarter before the demonetisation move. 
With marginal rise in 04 of the demonetisation year, the index fell down in Q11 of 
2017-18, but had significant growth in Q2 (second haif) of 2017-18 as in figure 13 
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3. Rural and Informal Economy 
The impact of demonetisation was also seen in the rural and informal economy. As 
per the report of India Ratings and Research Private Limited, borrowers were unable 
to meet their dues as earning members lost on average, one to three- months wages 
or income due to demonetisation in FY2017. In an estimate Fitch Group Company, 
indicated that aggregate collection efficiency of majority of Micro Financing 
Institutions stood at 75-80 percent in May 2017 compared with a low of 50 to 60 
percent in December 2016. The unemployment rate inched marginally during 
demonetisation period but came down thereafter (Figure 9). However, there is a 
marginal increase in unemployment rate since mid-2017 in India and that may be 
attributed to slowdown in the industrial pace amid indirect tax reform of GST. 

Figure 14: Unemployment rate. 
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4. External Sector: 

Figure 15: Exports and Imports growth rates. 
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The trend analysis for Indian exports and imports over the past five years as shown 
in figure 15 says that growth rate of imports has been higher than the exports growth 
in 02 of 2014-15. For year 2015-16, the exports as well as imports growth rates 
have appeared negative, however shown positive growth during the period of 
demonetisation. In the quarter following demonetisation, the growth has fallen down 
drastically but later it has revived. 
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Conclusion 

The magnitude of the decision by the Government to go in for demonetization is 

enormous. It involved criticism from all quarters and major inconvenience to the 

public at large. There was a considerable drop in economic activity through decrease 

in GDP immediately after demonetization and on account of currency squeeze, even 

during remonetisation period there was an impact on several sectors of the economy 

though for a brief duration. 

In sum, the effects of demonetisation on the economy can be said to be neutral 

Initially the economy suffered hiccups and the informal sector was largely affected 
But the positive effects of demonetisation far outweigh the negative outcomes. This 

was akin to the resistance capacity exhibited by the Indian economy during global 
financial crisis. As per the Moody's, Demonetization will strengthen India's 

institutional framework by reducing tax avoidance and corruption. It would result in 

efficiency gains through greater formalization of economic and financial activity, 
which would help broaden the tax base and expand usage of the financial system. 
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>ABSTRACT: 

Diversification of economic activity of women is important for growth and 

development of an economy. Rise in quality of education, decline in fertility 
rate, infrastructure facilities and other various factors are expected to 

reduce the demand for women's time spent in domestic works and other 

non marketed activities and increase their opportunities to participate in the 

labour market and get paid job. in this paper various determining factors
that lead women to participate in the labour force or job market either 
formal or informal sectors are analyzed with empirical evidences. A wide 
share of female employment is in the so-calledfemale-centric jobs in 
developing countries. In this paper some empirical evidences are presented 

force to discuss the difference between male and female labour force 

participation. 



INTRODUCTION: 

developing country,is overlooked, under 

Farticipation of Women in labour force and get paid job in market in 
reported and even 

underappreciated due to various factors. Women are often homebased and 
Contribute to non market activities whose benefits are limited to household. 
ureater labour force participation of women is important for inclusive
growth in the economy. Women's empowerment may be driver by poverty 
or economic necessity or may be result of increasing educational

attainments, available job opportunities. The rise is the overall female 
participation rate does not always reflect a good scenario and depends on 
the nature of job either formal or informal at which the participation rate 
increases. Ultimately, understanding the nature and identifying the female 
labour force participation requires taking into account various socio- 
economic religious cultural factors the macro-level and the micro-level or 
household level. This include educational attainments, social status, income 
level, presence of children, labour market status of household members 
especially husband as critical factors at the household level and, available 
job opportunities, cost of job searching , infrastructure, fertility rate etc at 
the macrolevel. Change in the structure of the economy of developing 
country like India, lead to the change in the pattern of demand for labour. 
Women's Employment is a critical factor in their progression towards 

economic independence and also considered as an indicator of their overall 
status in society. In this paper various driving forces of female labour 
participation are analyzed based on literature, basic statistics, and 

econometric techniques.



Literature Review 

Women's labour force participation and access to decent work are 

important and necessary elements of an inclusive and sustainable 

development process. Investing in women's full economic potential is 
critical to increasing productivity and economic growth. Moreover, reducing 
gender barriers to decent work is fundamental to promoting women's 
economic empowerment. Gender inequalities are not only rooted in socio 
cultural norms of countries, they are also entrenched in the policy and 
institutional frameworks that shape the employment opportunities of 
country's female labour force (Ruchika Chaudhury, Sher Verick 2014). In the 
contexts of India it is felt that 'autonomy' is a class bound concept and refers 
to the right and privileges enjoyed by some upper middle class and rich 
women in shaping there career and future life. In the case of poor women 

survival is the foremost criterion for migration and realization of 'self- 
worth or improving one's own status and unrealizable dreams 

(K.Shanthi,2006). Women experience a range job multiple challenges 
relating to access to employment, choice of work ,working conditions, 

employment securities, wage parity, discrimination and balancing the 

competing burdens of work and family responsibilities (Ruchika Chaudhury, 
Sher Verick 2014). U Curve of Women's employment by educationlevels is 

caused by a mixture of economic and cultural factors. The standard norms 
for housewives are adapted for poor women, who often have a double or 
triple burden of work, and for rich women belong to higher social groups, 

who can employ others to assist them whilst still being the manager of 
household (Wendy 0lsen, Smita Mehta).the urban nature of stratum of 
women is also important as their socio-economic characteristics and supply 
pressures more importantly compulsions are different from the women of a 
different income levels, socio economic strata and sector, which needs to be 
brought out. For certain employment categories employment may be less 
significant like the informal-sectors. In the present employment structure, 
unless there is a demand and available opportunities to absorb the educated 
women, the positive relationship between education and their entry into the 
labour market cannot be predicted (Shahnaz Hamid). 



DRIVING FORCES: 

The decision of women to participate in the labour market is influenced by 
Own preferences with her household and family circumstances, job 

opportunities in locality, type of job available, the probability of 
own 

participating in the labour force is modeled as a function as several factors 
used as explanatory variables split into categories 

Individual & Household 

District 

State 

INDIVIDUAL & HOUSEHOLD CHARACTERISTICS: 

1) HOUSEHOLD INCOME: 

One of the highly influencing factors of women's labour is household income. 

The U shaped relationship between family-income the higher the probabilityy 

of women entering in the job market. The low subject substitution effect in 

terms of home-goods production and market works and a high elasticity for 

"non market goods Status on leisure" is attributed to the importance of 

status production. In lower income group participation of women in the 

labour force may be cyclical depending on family income i.e. when family 
income rises women may stay out of job market or labour force and vice-
versa. This can depend on type of jobs e.g. harvest or other job of 

opportunities for family members. Improving overall job creation is likely to 

reduce marginal employment among poor women. The house-hold income 

depends on various factors like nature of husband's jobs, wage rate of 

husband, number of adult male earner. Occupational status of husband, 

wage of husband or the others earning male members of family reduce the 

participation of women in the job market. On the other hand greater number 

adult female members in the family, higher the probability of participation

in the job market. 



2) HOUSEHOLD HEAD EDUCATION: 
Education of the household head may be used as a proxy for wealth and 

status. The impact of under employment among male household members is 
rather volatile, changing sign and significance and magnitude across regions 
and education levels. In rural areas it is found consistently negative across 
levels of education but only begins to gain importance from primary 
education onwards in urban regions. However the magnitude is greater with 

each additional level of educations attainment for urban regions. While in 
rural areas household head with higher the level of educational attainment 
lower the probability of participation of female household member in the 
family compared to the illiterate household head. If only self employed 
worker in rural area are concerned, the level of education of household head 
has minimum impact on female participation in the labour force. Most of the 

self employees are found low skilled and working for necessity. Higher 
status leads to more restriction on women and greater wealth decreases the 

need for female household member to work. Thus the education level of 
household-head has a inverse relationship with female labour force 
participation. But mostly in urban areas household heads with university 
degree may have modern attitude toward participation of women in 
economic activity and become an earning member of family. 



3oWN EDUCATION 
classic U shape relationship between education level and female 

participation in the labour force is the probability of participation decreases 
The 

rom the illiterate up to the individuals with secondary education and 
increases onwards. The effect of education on participation is negative 
expect at the graduate level and lightly stronger on lower or primary 

education levels. In most cases having the university degree increases the 

probability of being in the job market in urban regions. Thus rationale 
behind U shape relationship can reflect income and status. Least educated or 
illiterate and poor women are forced to involve in earning activity and get 

wage to survive. Poor households have a reduced tendency to have a 

working purely within the home as a domestic worker. Most of their poor 
women have a double burden of domestic and paid work and also involve in 

farming activity in subsistence level among the highly educated, high wages 
can attract women into job market. Self selection is another factor to take 
into account. The choice of pursuing higher studies maybe linked to the 

willingness to work of many women. The level of educationa reduces the 
adverse socio-economic attitudes and reduce the negative influence of 
religious factors. Despite a potential negative short term impact on female 
participation, education will overtime counter the socio-economic, religious 
factors working against women's interest to take advantage of economic 

opportunities. 

Figure No.1:Hiteracy Rate (Per 1000 persons) for different categories of persons during 1983 to 2011-12. 
900 

800 

700 38th (1983) 

600 43rd (1987 88) 

500 50th (1993 94)

400 55th (1999 00) 

300 61st (2004 05) 
66th (2009 10) 200 

100 68th (2011 12) 
0 

rural male rural female urban male urban female 

ata Source:- NSS report no. 554: Employment and Unemployment situation in India, 2011-12. 



4) SOCIAL & CUTURAL FACTORS: 
Social religions norms in India are assumed to have a strong impact on to 
work for the survival of her family which belongs to poor group. Those 
households which are able to pulls themselves out of poverty are more likely 

to withdraw the female member from job market, if any this is seen mostly 
in higher social groups. Women's withdrawal from me job market is viewed 
as couples economic success which reflects patriarchal nature of the society 
the risk of exposure to other males outside the home is high in traditional 
societies. This becomes barrier to the female member to participate in 
earning activity. Thus self employment within the home may be a way to 
reduce their risk and can increase the participation of women in labour 
market. Some authors mention the potential role of "Sanskritization", the 
customs of upper castes is the process of demonstrating honorable roles for 
women, e.g. as the provider of refreshment at functions and the unflappable 
member in family. Women who do farming work often seen as helpmeet of 
the male household and works as a unpaid worker. Many people want 
women to play submissive role and to be differential toward old members of 
family. Most of the time their work is considered as helping work even if it 
would be classified as employment or self-employment if done by a male 
household earning of female members of family often seen as "Pin Money" as 
temporary as nonessential. Presence of parents in law in household 
negatively affects the married women's labour force participation rate in 
both rural and urban regions. Labour force participation rate may differ 
across social classes such that women belong to lower classes or castes have 
higher chance of being in the labour market. Overall the impact of socio 
economic and cultural religious factors about female participation in labour 
force may be stronger in urban areas than rural areas. Parents or parents in 
law are responsible as determining factor for the participation of female 
household member in labour market as the traditional and hierarchical
attitude in Indian societies. Mostly women stay out of the job market to take 
care of elders in the family. 



Table no. 1:-LFPR (In Percent) according to usual status (PS+SS) for different social groups in PLFS (2018-19) 

social group urban rural+urban rural 

male female person male female person male female person 

() (2) (3) (4) (5) (6) (7) (8) (9) (10) 

PLFS (2018-19) 

ST 57.3 28.7 43.3 54.3 18.4 36.5 57.0 27.6 42.5 

SC 55.1 19.5 37.7 $7.2 18.4 38.4 55.6 19.2 37.9 

OBC 54.1 19.6 37.1 56.4 16.6 36.9 54.8 18.7 37.0 
others 56. 15.1 36.1 57.0 14.5 36.5 56.5 14.9 36.3 

all 55.1 19.7 37.7 56.7 16.1 36.9 55.6 18.6 37.5 

Data Source:- Annual Report: PLFS, 2018-19 

Eigure no.2:- LEPR iIn Percent) in usual status (PS:SSl amonz persons.of different social.groups.during 2018-19 
70 
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Data Source: Annual Report: PLFS, 2018-19 

Table no.2-LEPR (in Percent) In usual status IPS+Ss)among.eersons of major religious groups during 201819 
major urban rural+urban Ilira 

religious male female person male female person male female person 

groups 
(1) (2) 3) (4) (5) (6) (7) (8) 9) (10) 

PLFS (2018-19) 

Hinduism 55.4 20.5 38.3 574 17.1 37.9 56.0 19.5 38.2 

Islam 524 11.0 32.0 54.1 10.4 32.9 53.1 10.8 32.3 

Christianity 57.1 27.6 42.0 55.0 23.8 38.5 56.3 26.1 40.7 

Sikhism 56.9 15.4 36.9 57.0 14.1 36.3 56.9 15.0 36.7 

all 55.1 19.7 37.7 56.7 16.1 36.9 55.6 18.6 37.5 

Data Source:- Annual Report: PLFS, 2018-19 



Figure no.3 :LFPR (In Percent) In usual status (PS+SS) among persons of major religious kroups during 2018-19. 
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Data Source:- Annual Report: PLFS, 2018-19 

SIMARITAL STATUS: 
In both rural and urban regions there may be negative effect of marriage on 
participation in the labour market for women. Impact of marriage in labour 
force participation depends on the socio-economic position of the family of 
women. It is inversely related with the social status of family. The 
probability of labour force participation after marriage is lower in urban 
areas than in rural areas. Rural women are often employed within the 
household in agriculture works. In urban areas share of household 
employment is very low due to very low agricultural work as oppose to rural 
areas, so, the negative effect of marriage in participation of women in labour 
market. In a household the husband ie. male household head has greater 
potential to bring income. Widowed household in absence of any other male 

household earner becomes female headed household. Absence of male 
earning member in family drag women into labour market for economic 
survival. So the proportion of female earners rises as the number of female 
headed or widowed household. 



FERTILITY AND CHILD CARE:: 
rertility rate is one of the main determinants of female labour force 
participation rate. Fertility rate and labour force participation rate are
inversely related. The impact of fertility rate in female job market may differ 
among rural and urban areas. Fertility rate also differ among the socio- 
economic and religious groups and so the labour force participation of 
women. The presence of young children in a household has anegative effect 
on mothers' job market participation. Having a younger child less than five 
years old lowers the possibility of being in the job market for urban women 
than in rural women has more women in rural areas have to work out of 

necessity. The presence of children more than six year old may have less 
significance in urban areas but has positive impact in rural areas as older 

children potentially look after their young siblings. But in urban areas there 
exist more nuclear families so the possibility of looking after of small 
children by family members is less. So, the presense of small children have 
negative impact in female labour force participation. 



Table no.3:-Indian fertility rates 

Figure no. 4: Indian Fertility Rate Tread Indian- Historical Fertility Rate 

Year Fertility Rate Growth Rate 

2020 2.2 0.90% 

2019 2.22 -0.89% 
2018 2.24 1.37% 

2017 2.271 -1.35% 

2016 2.302 -1.37% 

2015 2.334 -1.31% -Fertility Rate 

2014 2.365 1.29% 

2.3 3.23% - Linear (Fertility 

Rate) 

2013 

2012 2.476 -3.13% 

2011 2.556 -3.03% 

2010 2.636 -2.95% 
2009 2.716 -2.86% 

2.796 2008 2.41% 
1970 1980 1990 2000 2010 2020 2030 

2007 2.865 -2.35% 
Axis Title 

2.934 2.27% 2006 
2005 3.002 2.25% 

-2.20% 2004 3.071 

2003 3.14 2.15% 

2.08% Eigure no. 5-Growth rate of Indian fertility rate trend 2002 3.209 

2001 3.277 2.06% 

2000 3.346 1.99% 

Growth Rate 1999 3.414 -1.98% 

3.483 1.97% 
-1.93% 

1998 0.00% 

1970 1980 1990 2000 2010 2020 2030 
0.50% 

1997 3.553 
1996 3.623 1.90% 

1995 1.86% S.693 -1.00% 

1994 3.763 1.83% 

1993 3.833 -2.22% 
L.S0% 

1992 

1991 
1990 

3.92 2.15% 
-2.00% -Growth Rate 

4.006 2.13% 
4.093 -2.06% -2.50% 

1989 4.179 -2.04% 
-3.00% 

1988 4.266 1.91% 

1987 4.349 1.8/% 3.50% 

1.86% 1986 
1985 
1984 

4.432 
.00% 

4.516 1.80% 

4.599 1.77% 
1983 4.682 1.22% 

Data Source:- United Nations- World Population Prospect. 
1982 4.74 1.23% 

1981 4.799 1.19% 

1980 4.857 -1.20% 

1979 
1978 

1977 

4.916 1.17% 

4.974 1.72% 

5.061 1.69% 
1976 5.148 1.68% 

1975 5.236 1.63% 



DISTRICT CHARACTERISTICS: 

he suitability of different sectors to female employment can be captured by 
aistrict level employment shares. Keeping the share of other sectors on 
district employment the same a higher share of agriculture relative to 
manufacturing slightly decreases the probability of female participation. 
This suggests the socio economic factors override type of work available for 
Women participation. The share of graduates as a proxy for supply of skilled 
labour has a negative correlation with female participation in rural regions 
due to shortage of demand for high skilled labour in rural sectors with its 
low share of non agricultural employment. In the urban regions the result is 

different. Availability of sanitary facilities in household and outstanding 
credit per capita represent proxies for district stage development. 

1)ACCESS TO FINANCIAL SERVICES:- 

Access to financial resources is often seemed as factor promoting women's 
financial independence and ability to participate in the job market. Number 
of accounts in bank owned by female household, district level credits are 
used as measures of financial depth. Availability of initial finance of projects 
is frequently considered as one of the reasons why women stay out of labour 
force. Greater financial depth should promote participation through 
increases opportunity of credit. Having an own bank account has been found 
to promote female economic independence within household. Financial 
independence of the female member in the family positively influence her 
possibility of entering the labour market. The availability of banking services 
increases the participation rate more in rural than urban areas. Ability to get funding for small scale businesses is significant. Banking services is not only 
important with respect to providing financial services, but in promoting gender equality. Having a bank account independent from their husband and 
son increases women's independence within family. 



Table no. 4:Population Group wise Deposits of Sche duled commercial banks. 

As on March 2017 
No. of Accounts in thousand, Amount in Rs. Crore 

Individuals Total (Including 
Others) 

%Female to Total 
Individuals 

Group Male Female 

No. .Of No. Of 
Amount Amount Amount Of Accounts Amount No. No. Of Accounts 

Accounts| Accounts 
5 6 

69212.6 217845 323835.7| 642225 1209786.5 
1012893 179375 

Rural 370374 37 31.8 

| Semi- Urban 447256 568454 1851368.6 33.4 30.6 357000 

Urban 202940 1081204| 104104 546024.8 327038| 2437497.6 33.9 33.6 

Metropolitans 225163 1932681 120429 985360.2 373787 5935798.2| 34.9 33.8 

All India 1155477 4722991 621753 2302477 1911504 11434451 35 32.8 

Data Source:- Basic Statistical Returns of scheduled, commercial banks in india ;NSSO, Women and Men in India (2019) 

EiRure no.5:Chart of population group wise deposits of scheduled commercial banks 

Individuals Male No. Of 
Accounts 

Individuals Male Amount 

Individuals Female No. 

Of Accounts 

Individuals Female 

Amount 

Total (including Others) 
Female No. Of Accounts 

Total (Including Others) 
Female Amount 

Data Source Basic Statistical Returns of scheduled, commercial banks in india ;NSSO, Women and Men in India (2019). 



21INFRASTRUCTURE 

Female's time availability between home and earning activity is influenced 
by infrastructure and technology. Access to water and electricity in the 
household positively affects women's ime available for her to involve in 
economic activity. Consistently India is making large investments in 
accumulationof social-capital like roads as indicated by the large increase in 
construction activity. Electricity is reaching more households and 
businesses. In rural areas electricity is supplied in subsidized rates. 
Infrastructure measured by corduroyed roads and access to water, 
availability of public transport are significant in influencing female labour 
force participation in both urban and rural areas. Improved access to 
various infrastructure facilities generates time savings that potentially be 
reallocated to economic activities. Safety concerns have risen for women 
and more safe and cheap public transport can improve opportunities to 
work. Improving infrastructure accumulation of social capital in India has 
many win-win benefits not only in increasing female labour 
participation also for removing overall growth bottlenecks. The average 
marginal effects of the infrastructure variables at district level vary greatly. 

force 

STATE LEVEL VARIABLES: 
1) WAGE DIFEERENTIAL:

Great wage difference between men and women can reduce the incentive of 
women in engaging in job activity and thus decreases female labour force 
participation. Large wage difference increases the value of women's home 

production compared to market work. Female labour force good 

participation rise substantially in rural employment of female labour 
through National Rural Employment Guarantee Act[NREGA) programme as 
it provides equal pay with men. Fort the self employed which constitutes a 
major portion of the female labour force wage information is not available. A 
number of studies have emphasized the importance of NREGA in increasing 
female labour force participation and reducing wage inequality. This act was 
enacted in 2005 and guarantees 100 days of work per year, for a minimum 
salary fixed by the state for all members of rural household willing to work 
as unskilled manual labour with quotas for women. In various literatures, it 
is mentioned that, this programme has had a great impact on rural 
employment increasing both public and private employment. Moreover 
some studies have shown that this programme brought significant benefits 
for women, including improvement in their food security and ability to avoid 



hazardous work. Among the women who participated in NREGA programme 
many have relatively low education and low technical or vocational training 
and majority of them belong to lower socio-economic groups e.g.scheduled 
castes and scheduled tribes. Labour force participation rate is often seemed 
higher for women whose family members participate in the programme 

than who do not. 

2) LABOURMARKET REGULATION: 
Labour regulations in India are considered highly restrictive in nature. They 
are set at the state level with considerable variations among states. Various 
complex laws protects organized or formal sector employees which consist 

significantly low proportion as compared to informal sectors, leads to lower 
elasticity of demand for labour in manufacturing and lovwers the 

productivity. Moreover these laws negatively affect marginal workers and 
tends to exclude women from the job market. The rigidity of employment 
protection legislation is evaluated with restrictiveness index that indicates 
whether the state labour law is pro-worker and rigid or not. Index of labour 
reforms reflects the reforms that were made to limit transaction cost-by 
limiting the scope of regulation, providing greater clarity and simplifying 
procedures for each state, the index summaries the reforms that were made 
concerning 8 specific areas; Industrial Dispute Act{lIDA), Factories Act, State 

Shops and Commercial Establishments Act, Contract Labour Act, The role of 
Inspectors, The maintenance of registers, the flling of returns and union 
representation. This index takes the values between 0 and 100. The past 
reforms of existing labour regulations and laws are found significant and 
positively correlated with both men's and women's employment; but are 
found stronger for men and in specific sectors e.g. services especially white 
collar and blue collar jobs respectively. Reforms are also found correlated 
positively with wage inequality between male and female labourers and the 
fact is that the ratio of what a female labourer earn compared to male 
labourer is decreasing with reforms of labour as suggested by various 
literature. This suggests that new job creation especially in organized sector 
favour mens' employment more. Rigidity of these labour laws is expected to 
deter female labour force participation rate. According to various literatures
labour regulations and stringency of pro-worker laws are burden for 
female employment by cutting low wage workers off the job market and 
recent reforms of the regulations seem to have done too little to raise female 
participation. Thus reforms of labour regulations do have different impact 
on labour force participation of men and women although often men benefit 

more than women. 



Table no.5 ARe Group wise LFPR (in Percent) In Usual status (PS+SS) During 61 12004-05). 66 (2009-10), 68th 
Round (2011-12) and PLES (2017-18) 

Age- Group 
(in years) 

Rural Urban Total 

Male Female Person Male Femae Person Male Female Person 
(10) () (2) ) 

2017-18 (PLES) 
58.9 15.9 38.1 58.5 17.5 38.5 58.8 16.4 38.2 

15-29 

15+ 76.4 24.6 S0.7 74.5 20.4 47.6 75.8 23.3 49.8 

All ages 54.9 18.2 37.0 $7.0 15.9 36.8 55.5 17.5 36.9 

2011-12 

15-29 64.9 27.1 46.4 60.7 18.1 40.5 63.6 24.4 44.6 

81.3 35.8 58.7 764 20.5 49.3 79.8 31.2 55.9 
15+ 

All ages 55.3 25.3 40.6 56.3 15.5 36.7 55.6 22.5 39.5 

2009-10 
68.0 30.2 49.6 61.0 16.8 40.1 65.9 26.3 46.8 

15-29 

76.2 19.4 32.6 $7.1 15+ 
All ages 

82.5 37.8 60.4 48.8 80.6 

55.6 26.5 414 55.9 14.6 36.2 S5.7 23.3 40.0 

2004-05 
15-29 77.2 42.8 60.2 68.3 21.7 46.6 74.6 371 S6.4 

85.9 49.4 67.7 79.2 244 53.0 84.0 42.7 63.7 
15+ 

All ages 55.5 33.3 44.6 $7.0 17.8 38.2 55.9 29.4 43.0 

Data Source:- NSSO, Women and Men in India (2019). 

Table no.6: Unemployment rates lin Labour Forcel according to usual status. 
Rural Urban 

Round Year 
Female Mal Female Male 

(3) (4) (5) (6) 
(2) 

1972-73 0.5 1.2 6.0 4.8 

32h 1977-78 2.0 1.3 12.4 54 

38 1983 0.7 1.4 4.9 5.1 

43T 1987-88 24 1.8 6.2 5.2 

S0" 1993-94 0.9 1.4 6.1 4.1 

1999-00 1.0 1.7 5.7 4.5 

2004-05 1.8 1.6 6.9 3.8 

66 2009-10 1.6 1.6 5.7 2.8 

2011-12 1.7 1.7 5.2 3.0 68th 
PLFS 2017-18 3.8 5.8 10.8 

Data Source:- NSSO, Women and Men in India (2019).NSSO 68th Round, July 2011-June 2012; PLFS, NSO July 2017-June 2018. 



THE MODEL OF FLFP: 

THE MODEL: 

The probability that i th woman be in labour force can estimated separately 

as: 

Pi F(ast+ BiXi+ YiZ) 
Where F is the cumulative distribution function of standard normal 

distribution and dst captures the state effect. 

Xiis a vector of explanatory variables on individual or household levels. The 
income of household excluding the respective women's own income is taken 

into account. Income has been established as important determinant for 

female participation and so-called income hypothesis claims that in the 
initial stages of development; increasing income 1st makes women 
withdraw from the labour force, and only the later the participation 
increases again with rising importance of services a narrowing 

normal 

gap in 

education. 
Whether women live in the household headed by her parents in law, 

underemployment of male household members(whether a man from the 
household was seeking employment for longer than one month in the 
preceding year), no. of young children upto 5 years old, no. of children 6-14 
years old and the marital status of women are also considered. Children, 
especially the younger once, are essential drivers of women's decision 
whether to participate in the labour market. Providing child care especially 
for the young, is crucial in promoting the female labour participation.
The effect is assumed to be negative and diminishes as older child don't 
require so much attention and enroll into education system; eventually 
freeing women's disposable time. Moreover older children in developing 
countries can some time take care of their younger siblings and can 
therefore have positive impact of labour force participation of women in the 
household. 

Household level controls also include the religious and social 
group of the household, own education and the education of the household, 

i.e. wealth or income additional to total wage earnings presuming that 
higher social status is associated with lower female participation in the 
labour market, as in the higher education level of the household head should 
negatively influenced female participation.

Other variables having an impact on participation are the regulatory 

framework effecting labour or capital access to bank account or credit etc. 
Zis the vector of district level of variables. It comprises of labour supply and 

demand factors: district unemployment rate, shares of employment in 



agricultural cCultural work, construction, manufacturing & services including white 
Olar and also consider the shares of graduates in district labour force as 

x for high skilled labour supply. This vector also encompasses the 
istrict share of households with access to tap water, water on premises, 
electricity and water closet. Theseare included to account for in the 
neoretical effect on time disposal of women for outside work. All of the 
nree should reduces the time required for household duties and therefore 
allow for higher participation in the labour market activities. Availability of 

Water closet serves as a proxy for the development stage of a district. 

METHODOLOGY: 

Estimates of regression model provide measures of the degree of association 
or correlation between any given explanatory variable and the dependent 

variable with all other factors held constant. Search an association is not 
necessarily the outcome of a genuine casual relationship: is could originate 
as well from a mutual correlation with an omitted variable; from a casual 

relationship the inverse direction or even from a sheer coincidence. Tests 
for casualty were not under taken as it is difficult to be sure that all 
underline hypothesis of the model are true and all that confounding 
variables are controlled for. As the data saved is extremely reach in quantity 
and representativeness of observation and equality and diversity of 
explanatory variables, the statistical power of the result is naturally 
increases. The use of control variables also enhances the accuracy of the 
measures of participation decision by women. 

In addition descriptive statistics and cultural analysis were used to assess 
the potentially valid relationships. As the subject of study is of great 
complexity any method or approach has its strengths and weaknesses can 

provide at most provisional, partial and conditional explanation. Therefore 
the robust relationships can only be clarified through overview of the 
research in the area in question and the confluence of the diverse streanms of 
evidence in other words, the statistical result should be interpreted with 
caution and in light of all evidence or knowledge available. 

If different castes have different determinants of FLFP and 
different average marginal effects of determinants of FLFP and there is a 
huge gap between two groups with respect to the shares of population 
belonging to the different castes, the difference of these shares can bias the 

results. 

Data limitation in India is important which naturally can effects the 
robustness of the results. For examble lack of waee data for the self 



employed that make half of the female labour force is a limiting factor, On 

the other hand, the large sample tents to raise the robustness of the results. 

CONCLUSION: 

India as a developing country is going through substantial structural socio- 

economic changes. India is experiencing rapid economic growth 
accompanied by high rates of urbanization and increasing overall literacy 

rate and educational level. India has seen steady fall in fertility rate. Indian 
society is divided in various social classes and income levels and inequality 
of wealth is high. Here is existhuge gapof educational level among social 
classes especially in women. In various recent researches it is found that 
economic activity of women is falling and U shaped relationship between 
economic development and women's employment is not clear in India. 
Economic growth in India has not been found employment intensive. 
Overtime various public policies and programmes are initiated by 
government to increases the female labour participation rate. Various 
policies that incentives growth in sectors in which it is easy for women to 
being employee are critical for increasing women's participation in job 
market. 
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