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Vignettes of a Janus-faced economy

iddled with contradictions, the Indian

economy nefther offers conclusive

evidence of a stellar performance nor

of a collapse. Evaluating economic
performance could provide challenges for both
the government and the Opposition.

As the country braces for the nexr general
election, claims and counter-claims on the
performance of the economy have been a
prominent theme for discussions. The
Eovernment, to establish the superiority of
‘economic management in the last decade, often
highlights three aspects of perfirmance.

First, the size and growth of gross domestic
product (GDP), which is projected o become the
third largest in the near funire and has registered
high growth rates in comparison with other
emerging economies (at least in the past few
quarters). Second, the number of people who
have moved out of poverty, which i claims ks the
highest in recent times — anributed to the
prudent implementation of inclusive policies.
Third, the soaring stock market indices, which it
«clalms is opening up avenes for
entrepreneurship and wealth creation. The
numbers regarding the second claim are dubious
with little scope for independent analysis. It is
one that has prodwoed multiple narratives, often
contradicting the tall claims of growth and wealth
creation.

*Shining India”

Apart from GDP growth, a number of high
frequency indicators are used to buttress the
argument of the economy moving to a higher
growth trajectory. Passenger car sabes, domestic
air passenger traffic, increase in demat acoounts,
UP1 transactions and the sale of high-end mobile
phones and lury homes are indicators often
used to highlight the outcomes of sustained
growth. These have helped to create a
‘premiumisation” narrative — that ks, consumers
are now buying products that are maore expensive
and the emergence of this class of consumers is
an indication of the upward income mohility of
sections of the population thar have gained from
higher economic growthe It is true that some of
these indicators mentioned above have seen an
upward trend. For example, passenger car sales
from April 205 1o January 2004 clocked 3.42
million unies. If the same rend continuwes, total
sales by the end of this financial year mighe clock
an all-time high of 4.1 million units. Interestingly,
the aversge selling price is #11.5 lakh, up from
$7.65 lakh in 2018-19, 3 50% increase. Similardy,
the number of domestic air passengers is set o
«cross an all-time peak of 1416 million recorded in
2019-20. The financial sector has also recorded a
tremendous increase in volumes and vahses.
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Investments in mutwal funds through systematic
investment plans crossed the 218,000 crore mark
last month. The mumber of demat accounts
increased from 394 million in December 209
143.9 million in January 2024. These growth
indicators, however, co-exdist with numerous
indicarors that reveal the dismressed side of the
economy, which ks a feature of a dual economy.

Dual and divergent

Economic dualism, in terms of a broad definition,
refers to the coexistence of two or more
economic systems. A dual economy is formed by
the coexistence of subsistence agrioulre and
cash production of industrial poods for the
internatbonal market. The dual nature of the
Indian economy emerges when we examine
another set of indicators alongside
much-acclaimed growth performance. The
persistence of dualism has forced the government
o resort to two major welfare policy initiaties.

First, in Movember 2003, the government
extended the free food grain distribution
programme (under the Pradhan Manri Garib
Kalyan Anna Yojana) for five years,
from January 1, 2024 to cover BL 35 crore
beneficiaries in the country. According to the
United Mation's world population dashboard,
India’s population is now a lietle over L428
million. If 813 million people are to avail free food
grains from the government, it constinumes 57% of
the population. When the economy grows and
such a lange share of the population depends on
free food grains from the government, it indicates
that the benefits of growth are not trickling down
o the other half of the economy, where dualism
peersists.

Second, in an era of high growth, the demand
for work under the Mahatma Gandhi Natbonal
Kural Employment Guarantee Scheme
(MGNREGS) has been the highest. The growth of
rural jobs under MGNREGS shows a 1% increase
in this fiscal until December, compared with the
corresponding period in the previows financial
vear. Berween April-December 2023, 231.34 crore
person days were generated across all Szates. This
is higher than the mmmber of person days
generated between April-December 2020 when
COVID-9 and the lockdown caused a spike in the
unemployment rate and increased demand for
MGMREGS.

‘While official data for the period 202223
claims a decline in unemployment, it also shows
that 45% work in the sgriculiure sector. In
another instance, the response in Haryana and
Untar Pradesh to advertisemenis for skilled
workers for jobs in war-hit Israel highlights the
intensity of a larent unemployment crisis.

The dual structure of the economy is stark

when we examine rural incomes. Agriculiure and
naon-agriculture roral real wages grew at B.6% and
6.9% per annum during 201910 to 300514,
However, during 301415 to 200819, growth of real
farm and non-farm wages decelerated o 3.3%
and 3% per annum. In the last five years, 200930
0 2025324, the anmual growth rate of real rural
wages has become negative for both agriculture
{-0.6%) and non-agriculmral {-1.4%) workers. The
slow growth of rural incomes and its role in
perpetuating dualism is corroborared by the level
of indetwedness among households. According to
the All India Debe & Investment Survey, the
incidence of indebtedness was about 35% in mural
India, that is, 40.5% among cultivator households.
and 28 % among non-cultivator households.
While it is Z2.4% in urban India , thar is 27.5%
self-empdoyed householbds and 2006% other
households.

The surge in demat acoounts has to be seen in
line with the explosive grosth in stock options
mrading. According to a Bloomberg report, in
203, Indian investors raded a whopping B5.3
billion options contracts. No other country trades
such humongous volumes of options contracts
annually. In 2023, the United States mraded 11.2
billion options contracts, while Brazil traded only
2.4 billion. The surge in options trading among
retail investors is a marter of concern as instead
of following conventional methods such as
nvessting in stocks and manual funds for
bong-term wealth badlding, diving into speculative
trading. More worrisome is the fact that the
average time an Indian trader holds an oprion is
less than 30 minuees, according ro data from
mutual fund provider Axis Asset Management Co.
According to & study by the Securities and
Exrhange Board of India { January 2023), 90% of
active retail traders lose money irading options
and derivative contracts. Further, investors
collectively lost nearly $44,848 crore in the year
ending March 2022,

SING targets

During the period 2024-29, India ks expected w
cross the $5-rillion mark and ks likely to become
the third largest economy in the world. However,
by 2030, the workd will be approaching the
deadline to meet the Sustainable Development
Goals (SDG). Given the present scenario, a
number of countries are likely to be alling
behind in achieving the targets. The extent of
India’s slippages in achieving SDG argets woukd
expose claims of the growth and size of the
economy. The janus-face of the economy needs w
show ar beast a tendency towands convergence by
then.
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The economic case for investing in India’s children

t might seem self-evident that India's

children deserve economic investment, given

the country’s fncus on demographic
dividend, education and jobs. But, somehow,
early childhood education has remained both
under-invested and under red over decades.
It Is often trivialised, as child's play, or limited o
the household domain, perhaps because it has
traditionally been women's work. With the
increasing focus by the government on
waomen-led development, including a new survey
by the Ministries of Women and Child
Devedopment and Labour (announced on January
30 on working women, care work and early
childhood are finally being seen as part of the
critical work of running a country.

Focus earlier in the life cycle

The argument for increased investment in early
childhood care and education (ECCE) is a basic
one — human resources are the bedrock of a
nation, and early childhood is the bedrock of a
human being. Slowly, but surely, the Indian
developmental state has fostered and catered o
parental aspirations for education, targeting first
access, crogsing W% gross enrolment ratio at
the primary level, and now quality, with an
increased focus on measuring learning outcomes.
There is also realisation that India’s young
learners are struggling: a large mimber of
Standard three learners are unable to resd
Standard two rext or do basic subtraction.

This has prompeed a shift to focus even earlier
in the life cyde, e, children under six, leading to
initiatives such as the Ministry of Education’s
Marbonal Initative for Proficiency in Reading with
Understanding and Numeracy (NIFUN) Eharar for
foundational literacy and numeracy, and the
Ministry of Women and Child Development's
(MWCD) Poshan Bhi Padhai Bhi to improve ECCE
qualiry through the Anganwadi systemn.

The interim Budget 2024's promise of
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expediting the upgradation of Saksham
Anganwadis and providing Ayushman Bharat
services for Anganwadi workers, Accredited
Social Health Activist (ASHA), and helpers is
ENCOUraging.

In 203, the outlay for teaching-learning
materiaks tripled, increasing from approximately
140 crore to $420 crore per annum, assuming 14
lakh Anganwadi cendres, catering to India’s
peoorest ejght crore children under six. For
context, the 2024-25 budgeted expendinure on
centrally sponsored schemes, which form a
substantial part of Centre-State fiscal transfers, is
#5.01 lakh crore. OF this, the Anganwadi system ks
albocated about £21, 200 crore, which is mare
than rural roads (812,000 crore) and irigation
(211,391 crore), but less than the National
Education Mission (£37,500 crore) and the
National Health Mission (438,163 crore). The
Department of Higher Education receives around
47,619 crore, for a wotal of approximately four
crore enrolled learners, who undoubtedly come
from the more privileged sections of Indian
sochery.

The Angamwadi system

Recent research provides further canse for
expanding allecation and expenditure by the
Centre and the States. Quasi-experimental impact
evaluations using existing survey data have
proven cognitive and motor skills improvement in
Anganwadi-attending children over others,
particularly reducing gender and income-related
gaps. According to a study in 2020, children
exposed to the Anganwadi system from ages zero
o three go on o complete 0.1-0.3 more grades of
school. Evidence ar the individual-level is
barilding, but the macroeconomic implications

infrasmructure, capacity building, materials, and
staffing — it is mecessary to match the micro to the

macro, the amaounts in palse to the amaounts in
lakh and crore. Estimates are required of the
potential gains to GINF from the proven individual
benefits of strong ECCE: improving women's
physical and mental health, lfespan, public
health expenditure, children's educational
attainment, their physical and mental health, and
even social nnrest.

Mobel Laureate Heckman's Perry Preschon]
study found that children who received high
quality BEOCE grew into less vinlent adules —
stronger socio-emotional skills built early might
even help prevent later student suickdes.

Need for research in India

There is also a clear need for systematic rigorous
research in the Indian context, building on the
work of leading acsdemics on the
macroeconomic and social implicarions of early
chikdhood development. In order to formulate
evidence-based policy, it is critical to understand
the opportunity cost of inadequate allocatson of
material resources, money, and high-quality
ralent to the early childhood sector. Intemational
researchers, including at the University of
Chicago and Yale University, have suggested a 13%
annual refurn on investment for every dollar
invested in early childhood, but that ks in the
American context. India needs similar
Iongitudinal studies exploring the impact of early
chikdhood care, inchuding the Anganwadi system,
which remains the world's largest public
provisioning system for ECCE.

Children borm in 2024 will be five years into
adulthood by 2047, India’s 100th year of
independence and the target year for Viksit
Eharar. The path from developing to developed
countries, like the Asian Tigers, is paved with
human development investment, and the earlier
it is the better. if we want India’s women o work
and India’s children to thrive, investing in ECCE i
the way forward. It is child's play.
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