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Abbreviations

AAYAntyodaya Anna Yojana

ANMAuxiliary Nurse Midwife

APLAbove Poverty Line

ASHAAccredited Social Health Activist

AWWAnganwadi Worker

BPLBelow Poverty Line

CCTConditional Cash Transfer

DBTDirect Benefit Transfer

FESFinal Evaluation Survey

HIV/AIDSHuman Immunodeficiency Virus/ Acquired Immuno-Deficiency Syndrome

ICDSIntegrated Child Development Scheme

ID CardIdentity Card

IESInterim Evaluation Survey

LKGLower Kindergarten

LMPLocal Medical Practitioner

MGNREGSMahatma Gandhi National Rural Employment Guarantee Scheme

MPUCTMadhya Pradesh Unconditional Cash Transfer Pilot

NBANirmal Bharat Abhiyan (Total Sanitation Campaign)

NCAERNational Council of Applied Economic Research

NSSNational Sample Survey

PDSPublic Distribution System

PFESPost-Final Evaluation Survey

PHCPrimary Health Centre

PLPoverty Line

RBIReserve Bank of India

Rs.Rupees

SCScheduled Caste

SEWASelf-Employed Women’s Association

STScheduled Tribe

TBTuberculosis

TVCTTribal Village Cash Transfer Pilot

TV-FESTribal Village Final Evaluation Survey

TV-IESTribal Village Interim Evaluation Survey

UKGUpper Kindergarten

UNDPUnited Nations Development Programme

UNICEFUnited Nations Children’s Fund

UPAUnited Progressive Alliance (Congress-led coalition government)

WHOWorld Health Organization

Note on statistics in text

Most statistics from the evaluation surveys that are cited in the text are rounded to the nearest complete number, with the exception of values that are half (.5), which are rounded to the nearest one decimal point. All statistics are given to one decimal point in the report to UNICEF cited in the text as Jhabvala et al., 2014.


Prologue

The main proposition underpinning this book is that a modest basic income, paid monthly in cash, individually and without conditions, would be a means of achieving three development objectives that taken together would be transformational.

Although we believe that a basic income along these lines is affordable and technically feasible, we do not go into the arguments in any depth in this book. Resolving those issues is for other occasions, and will depend ultimately on political decisions on priorities. All we set out to do in this book is assess the results of what has been in several respects a unique experiment or set of pilots.

As far as we are aware, there has been no pilot anywhere that has considered the impact of a basic income cash transfer and a collective organization, both separately and in combination. The reasoning behind the decision to design the pilots in this way was that the positive effects of a basic income would be enhanced if a collective body was operational in the community at the same time.

In total, about 6,000 men, women and children in nine villages in Madhya Pradesh received a basic income, most paid every month for about a year and a half. Many opened bank or cooperative accounts for the first time. The exact figures and the methods used are described in the course of the book. The point here is to emphasize the three complementary development objectives.

Any social policy should be assessed by whether or not it contributes to the recipients’ personal development, that is, their well-being or welfare, by whether or not it contributes to economic growth in a sustainable way, and by whether or not it contributes to emancipation, that is, personal and societal freedom. And in doing so, any social policy should be assessed by ethical principles, which are defined in Chapter 1.

It is our contention, first, that a basic income has the potential to promote a substantial improvement in welfare, and is therefore consistent with the best traditions of Indian policy since 1947, however patchy actual achievements in practice might have been. Improved welfare means improved living standards, in health, access to healthcare, sanitation, schooling, nutrition and so on. And it should mean most improvement for the most disadvantaged and improvement for communities as well as for individuals.

However, a policy of this kind should not be judged or assessed solely or even predominantly in terms of welfare. It is the underlying hypothesis that a basic income could also contribute powerfully to growth, by raising productivity, incomes, and work and labour. As such, it would be wrong and unfair to describe it as simply a welfare policy, to be contrasted with alternative uses of spending that might be presented as promoting economic growth. It is a growth-enhancing measure in its own right, and one that would be beneficial for ordinary Indians of all social categories.

The conventional juxtaposition of welfare and growth is too crude, and should be avoided. The contention is that a basic income would be a means of stimulating economic production, raising the quality and quantity of work, and doing so in an inclusive, sustainable and relatively equitable manner.

The third aspect of social policy tends to be overlooked in societies where the privileged are materially and psychologically distant from the disadvantaged. Great inequalities of wealth, income, status and opportunity invariably produce disdain by the privileged for the plight of the disadvantaged and vulnerable. The proposition that unfolds through the following is that a basic income is emancipatory.

It is a means of enhancing – and in some cases reclaiming – personal freedom, particularly of women and those who normally receive lower priority in social policymaking, including all those with disabilities and the elderly. For some, it is a means of reclaiming a degree of freedom that they had lost years ago. This is the case with the notorious naukar system, the pattern of debt bondage prevalent in Madhya Pradesh.

The several forms of emancipation are diverse, and are both individual and collective in character. Freedom evolves through the actions of structurally free people, so the emancipatory effects comprise a powerful argument for moving in the direction of a basic income, a road to be taken. Another way of looking at it is that any policy that is not emancipatory in some ways should be shunned.

Taken together, policies that promote personal development, growth and emancipation are, potentially at least, transformational. The idea of transformation encompasses a surge of hope, at the level of individual women and men, at the level of families and households, and at wider levels of community.

Transformation means setting a new course with different structures of decision-making and different types of aspirations and expectations. It means altering states of mind as much as material conditions, altering consciousness of what is possible and what is desirable, and defining anew what is normal.

Social policies also operate in several time dimensions. The pilots that are the core of the book were time-bound, for practical reasons. So are all pilots. So it is sensible to be aware of the limitations and the dynamics that such experiments invariably entail. An impact on some spheres of behaviour and some attitudes may be almost immediate. Others take time to unfold. Effects on some attitudes may take quite a long time. In some cases, a short-term effect may wear off. In others, an effect may be shown for a few individuals or families, leading to demonstration effects, whereby others copy or even surpass those early pioneers.

Many social scientists have mused over cumulative deprivation and cumulative benefits. We all experience these phenomena in one way or another. A basic income is particularly likely to have a series of effects, direct and indirect. The human condition is such that we should have faith that if an intervention succeeds in breaking a cycle of impoverishment and deprivation, it could unleash the capacities of ordinary people in wonderful ways.

Transformation derives from uplifting hope and awakening a sense of imagining, a sense that new initiatives are feasible and desirable. It remains to be seen whether this faith is borne out and in what ways. We merely assert at this point that transformation depends on an integrated balance of welfare, growth and emancipation. They fall together or they rise together.

The pilots on which this book is based could only have been conducted with the generous financial assistance from UNICEF. Its role went well beyond that of providing the essential money. Its officials were supportive and in several cases also enthusiastic and well-informed participants in the many meetings and workshops held during the project. We have great pleasure in thanking them, particularly Louis-Georges Arsenault, the Country Representative, Joaquin Gonzalez-Aleman and Ramya Subramanian. All those inside UNICEF and in other organizations who contributed in one way or another are thanked in the technical report cited in the course of the book.

We also thank Mirai Chatterjee and Shiv Kumar, whose advice, wisdom and encouragement were always welcome. We have so many others to thank that it is almost invidious to single out a few of them. However, we cannot let the opportunity pass to thank, in alphabetical order, Nina Badgaiyan, Seema Grover, Y. P. Gupta, Dipjyoti Konwar, Santosh Malviya and László Zsoldos.

The implementation of the project was coordinated by SEWA Bharat, SEWA’s All-India Federation, whose task is to promote new SEWA organizations, strengthen existing ones and advocate for national policies. Again, those who were involved are thanked by name in the technical report produced by the project team that is available through SEWA and UNICEF.

Why was SEWA interested in a basic income? It is essentially a union organization, with over 1.9 million members in ten states of India. It tries to help its members improve income and work security, social security and self-reliance. It seeks to advise government on policies, mobilizes women to take advantage of government schemes and seeks to help government agencies to implement them.

Although government funding for social security has grown, the multiplicity of schemes and the ‘clogged pipes’ in the delivery system have blocked the flow of benefits to intended beneficiaries. SEWA has tried to improve the flow by advising its members and by lobbying. It is also active in microfinance, and believes it can help members manage cash well through its Cooperative, encouraging the use of cash for the betterment of families.

In that context, a reason for selecting Madhya Pradesh for the pilots was SEWA’s deep-rooted presence there. A project of this nature requires an understanding of local realities and also a network of people capable of efficient implementation and an ability to engage with the local community, banks and government.

SEWA Madhya Pradesh was established in Indore in 1985. At first, it worked to organize bidi workers in the city, primarily to make them aware of their rights. After 1992, its work spread to other areas, reaching out to women doing other activities. Today it has over 600,000 members, engaged in diverse activities, ranging from bidi making, aggarbatti (incense stick) making, stitching readymade clothes and tendu leaf (used to make bidis) collection to farming and working as casual wage labourers. We thank its leaders for their involvement and encouragement.

It remains to be stated that although this is an attempt to present a fairly comprehensive description and evaluation of the impact of the basic incomes, it is actually a work-in-progress. The data gathered in the course of the project are rich and complex, requiring years of more research to tease out many of the more nuanced findings.

We hope the book provides a reasonable overview, and that the results will be valuable for social scientists wishing to improve India’s social policy and for policymakers wishing to develop and implement better policies. Too often, in the face of failing social policies, apologists attribute the failing to faults of implementation, without questioning the scheme’s fundamentals, without considering that there may need to be a paradigm shift, a need to take a new road.

We believe strongly that much more could and should be done, with current resources. Nobody should be remotely satisfied by the extent of poverty and economic insecurity in India today. Nothing less than a transformative policy is needed.

Disclaimer

The research on which this book is based was made possible by the generous support of UNICEF, the United Nations Children’s Fund. While we are extremely grateful for their support, all opinions and data interpretations are entirely the responsibility of the authors, and should not be attributed to either UNICEF or SEWA.
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The Transformative Challenge

Introduction

The Indian economy has grown and changed considerably in recent years. Yet poverty and deprivation are visible everywhere. Successive governments have spent a lot, but the problems seem intractable. Literally thousands of schemes have been launched – over 1,000 at national level alone – in a vast patchwork of wonderful names, which taken together promise so much, and deliver so little.

Villages and towns across the country are a paradox of growth and poverty existing side by side. While wealth has expanded, with roads, bridges, buildings, shopping malls and consumer goods of all types, most villages, especially where scheduled castes or tribes live, seem almost left behind. Yet the residents are working and striving, hoping for a better future for their children, and they look to government to help them achieve that.

What if we went back to basics? Suppose people were provided with a basic income, enough to cover their food needs and basic accommodation. The country’s rulers are committed to that by the Constitution. It is affordable. It is a matter of spending priorities. It might be a matter of switching expenditures, but imagine giving people basic economic security, some cash to use, so they could try to improve their lives themselves. It would be ‘something more’, a little more, not necessarily a replacement for other means of assistance, particularly public services such as infrastructure, free public schooling and free healthcare.

This book is about two pilot basic income schemes. But to set the scene we start by reviewing the standard approaches to poverty alleviation in India, because the debate on what have been called ‘cash transfers’ has been clouded by comparisons with those alternatives.

Policy evaluation principles

How should the success or failure of any social policy be judged? Although policies are generally judged by whether the outcomes match the stated objectives, evaluations need to be more holistic and take into account fundamental principles of equity and social justice.

Thus a policy or scheme that makes entitlement conditional on families sending their children to school might be judged a success simply if the school registration rate rises. But if the poverty and use of time of the family worsen, then overall that policy might not be judged a success. Similarly, a scheme might reduce poverty simply because a lot of money is spent. But unless it is shown that the spending was more effective than feasible alternatives, we should be wary about declaring it a success.

However, to evaluate policies properly one should go beyond measuring trade-offs of particular benefits and go beyond economic criteria. Social policies should be judged by ethical principles. Merging different ethical values is often difficult. But one can fairly easily blend perspectives into a coherent set of principles (Standing, 2009). Principles drawn from the ethical system of progressive liberalism could be:

•The Security Difference Principle, drawing on John Rawls’ liberal theory of social justice (1971): This states that a policy is socially just only if it lessens the insecurity of the most insecure groups in society. If a policy helps others but does not help the most insecure, it is unlikely to be socially just.

•The Paternalism Test Principle: It is socially unjust to impose controls or directives on some groups that are not imposed on the most-free groups in society.

•The Rights-not-Charity Principle: A policy that extends the discretionary power of bureaucrats or other intermediaries while limiting the rights of recipients is socially unjust.

•The Dignified Work Principle: A policy is socially just only if it enables recipients to pursue a more dignified working life.

•The Ecological Constraint Principle: No policy should create externalities that result in pollution or environmental damage affecting the recipients or the communities in which they live.

To those should be added principles drawn from a Gandhian perspective, as adapted by SEWA for practical application:

•The Swadeshi Local Production Principle: As far as possible, products and services required to meet basic needs should be produced locally. This ensures that wealth grows within villages and that communities are strengthened.

•The Swaraj and Self-Reliance Principle: Literally meaning self-rule, this has been interpreted by SEWA to mean self-reliance of individuals, families, communities and villages.

•The Non-Violence and Harmony Principle: This Gandhian value emphasizes a way of life in which cooperation rather than competition is the norm, and where people can live in harmony with nature.

•The Weakest at the Centre Principle: This states that the most vulnerable should be strengthened first and any policy must ensure their economic and social security.

Clearly, the final Gandhian principle is another way of expressing the Security Difference Principle. However, all these principles merge into an ethical framework for evaluating any policy. And as such, they link back to what we will be calling a policy’s transformative potential.

What is in a name?

A welfare state plays a key role in protecting and promoting economic and social well-being. It is supposed to promote equality of opportunity, an equitable distribution of wealth and public responsibility for those unable to obtain the minimal provisions for a good life. The government can pursue these goals by providing public goods and services, including infrastructure, healthcare and schools, and by direct benefits, universal or means-tested.

While the Indian state has long provided public services, such as health and education, and targeted social assistance, such as subsidized food through the Public Distribution System (PDS), cash transfers have been marginal in social policy. The most common have been ‘cash benefits’, notably pensions for the elderly, widows and the disabled.

In 2009, the Indian debate on cash transfers sharpened, stemming from the view that conditional cash transfers (CCTs) in Latin America were successful. These were cash transfer schemes conditional on recipients sending their children to school regularly and on attending medical clinics. The Indian debate was initiated by commentators (Kapur et al., 2008a) whose concern was the immense wastage in existing schemes and the belief that cash transfers could cut through barriers blocking intended beneficiaries from their entitlements.

This fanned opposition by economists on the left, suspecting it was a ruse to cut public services. As some on the political right evidently did have that objective, the debate rapidly became clouded by ideological posturing. This continued through 2011 and 2012, crystallizing in acrimonious exchanges that became over-simplified in claims around ‘cash’ versus ‘food’.

In 2013, two initiatives were launched by the UPA (United Progressive Alliance) government that left the conflict unresolved. While ‘direct benefit transfer’ (DBT) pilots were launched, the Food Security Act was passed. Both were presented as ‘game-changers’, even though pulling in opposite directions.

DBT proponents said it would reduce fiscal leakages, allow portability of benefits and spread financial inclusion, incidentally enabling migrants to send back remittances to deprived local communities. Proponents of the Food Security Act claimed that leakages would remain high even if the food subsidy were monetized, because of problems in targeting through using Below Poverty Line (BPL) lists known to be riddled with errors of exclusion and inclusion.

Their preferred solution was to universalize India’s Public Distribution System (PDS) and to reduce leakages, for instance, by reducing food prices so sellers did not have an incentive to hoard subsidized grain and sell in the open market, or by adopting information and communications technology to streamline PDS procedures. In turn, sceptics remained convinced that rolling out a complex, inefficient subsidy scheme would merely intensify the bureaucratic raj. But in any case the general election of early 2014 changed the context.

One drawback of the debate around cash transfers has been
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