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Gujarat Shining Story?

Guijarat is one of the large states in India known for sustained levels of development. ‘Gujarties’
the people of Gujarat so identified - rings a bell! in imagination as enterprising people with an
edge to manage and invest money in businesses and enhance savings. These Gujarati attributes
are not new, rather age old; and developed over centuries especially due to their easy contact with
the travelling business men from all over the world at the Indian west-coast. No wonder then that
Guijarat is one of the few states where income earning opportunities have always been better and
praiseworthy. Notwithstanding, such a relative advantage in income growth, it is useful to review
how Guijarat is faring in other measures of standard of living such as poverty, human
development, hunger and so on. Further, it is also instructive to review as to how various socio-
religious communities living in Gujarat are placed in a relative perspective and are they getting

the benefit of higher growth experience in Gujarat.

Multiple data especially those from the National Accounts (NAS), The Reserve Bank of India,
National Sample Survey Organization, the Human Development Survey of the National Council
of Applied Economic Research and the Prime Minister’s High Level Committee (Sachar
Committee) report are used in this analysis. The FDI information according to main centers of
investments is drawn from ministries of Commerce and industry. This review explores, firstly the
relative development of Gujarat, followed by the Socio-religious differentials in standard of living
within the State.

! The views expressed in this article are personal and do not reflect the official position of NCAER. | wish to thank
Veerpal Kaur and Jaya Koti for their excellent research support.
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A: Relative Developmental Position of Gujarat

Per Capita Net State Domestic Product (PCNSDP): Per capita SDP or income is used as an
indicator and measure of economic prosperity. Gujarat is a well-off State, figuring among the top
ten in terms of per capita State Domestic Product since long. A review of triennium averages in
constant prices since the 1970s suggest that Gujarat has been occupying 6" or 7" positions most
of the last four decade excepting mid-1996 when it was at the 4™ position. For the year 2007-08
and in terms of current prices, Gujarat had an income of Rs. 45, 773, but Haryana with an annual
per capita income of Rs. 59,008 tops the list followed by Punjab, Maharashtra and Kerala. Tamil
Nadu, Karnataka and Andhra Pradesh are a notch below in the vicinity of Gujarat competing to
climb up. Note that the relative ranking can also change with a lacklustre performance of other
states as opposed to a better performance of a state under review. Overall the economic status of
Gujarat has been stable and relatively on the higher side at least since last four decades. Thus the
Gujarat growth story measured in terms of macro economic indicator is not new; rather it is an
old one. It is now worthwhile to investigate the state performance in qualitative dimensions such

as poverty, hunger, human development and social equity.

Triennium Average Per Capita Net State Domestic Product (PCNSDP) for Major States of India

Constant 1999-2000

Ending Ending Ending Ending Ending Ending Ending Ending Ending
2007-08 2006-07 2001-02 1996-97 1991-92 1986-87 1981-82 1976-77 1971-72

2007-08 E E E E E E E E E

(current PC- ! PC- ! PC- ! PC- ! PC- ! PC- PC- PC- PC-
STATE prices) NSDP  Rank |[ NSDP : Rank || NSDP : Rank || NSDP : Rank || NSDP : Rank NSDP  Rank NSDP : Rank NSDP : Rank NSDP : Rank
Haryana 59 363 1 334 1 244 2 208 ' 2 19 2 152 1 2 127 @ 2 12 @ 2 108 ' 2
Maharashtra 47.1 309 | 2 288 | 3 24 1 3 195 | 3 151 | 3 116 | 3 109 | 3 98 | 5 87 | 5
Kerala 431 J[ 305 © 3 |[ 278 : 4 20 ' 5 6.6 ' 6 126 ' 5 105 ' 7 105 ' 5 103 ' 4 102 3
Punjab 46.7 301 | 4 288 | 2 259 | 1 228 | 1 206 | 1 175 | 1 5 ' 1 128 | 1 116 | 1

Himachal E E E E E E E E E
Pradesh 40.1 289 © 5 274 1+ 5 217 1 4 166 « 5 143 1 4 112 | 4 108 | 4 104 © 3 101 : 4
Gujarat 458 288 ' 6 26 ' 6 181 ' 7 172 ' 4 2 ' 7 106 ' 6 94 ' 7 78 ' 9 81 ' 7
Tamil Nadu 408 || 278 ' 7 | 26 ¢ 7 |[ 108 ' 6 [ 163 7 || 124 ' & 10 ' 8 91 ' 8 83 | 7 84 ' 6
Karnataka 36.3 241 1 8 219 © 8 174 1 8 136 '+ 9 111 ¢ 10 9 1 10 82 1 9 74 1 10 73 1 9

Andhra i i i i i b b ; ;
Pradesh 35.6 24 . 9 219 1+ 9 64 ¢ 10 || 132 ¢ 10 || 112 ¢ 9 83 1 11 78 & 11 7 . 13 66 . 13
Uttarakhand 32.9 218 ' 10 || 205 10 || 146 @ 11 | 137 : 8 = 1 - = - = 1 - = 1 - = 1 -
West Bengal 321 | 218 ¢ 11 |l 204 ¢ 11 [ 165 ¢ 9o || 128 ¢ 11 [ 103 11 || 92 ! 9 81 @ 10 || 79 ' s 78 ' 8
Rajasthan 24 173 1+ 12 6 ¢ 12 135 1 12 118 ¢+ 13 10 12 77 1 13 68 1 14 72 1 11 72 1 11
Chhattisgarh 29.8 168 : 13 | 1563 ¢ 13 |[ 115 ' 15 |[ 113 ' 14 = 1 - = 1 = = 1 - = 1 - = 1 -
Orissa 26.7 157 . 14 || 143 | 15 || 105 @ 17 93 | 17 9 | 13 82 | 12 74 1 12 71 . 12 73 1 10
Assam 22 15 « 15 | 144 © 14 |[ 124 7 13 | 122 « 12 || 1128 T 8 112 | 5 98 ' 6 96 63 | 14
Jharkhand 19.9 142 | 16 | 133 | 16 | 107 ! 16 95 ' 16 = 1 - = [ = = 1 - - -

Madhya : : : : : : : E E
Pradesh 18.1 13 ¢+ 17 || 125 ¢ 17 |[ 127 ¢ 14 || 102 15 89 | 14 76 | 14 71 i 13 7 1 14 72 1 12

Uttar i i i i i ! i ; ;
Pradesh 16.1 113 : 18 | 108 | 18 9.7 . 18 93 . 18 87 . 15 74 . 15 65 1 15 61 . 15 62 1 15
Bihar 11.1 79 19 7.3 19 61 ' 19 55 19 6 16 57 16 48 1 16 44 16 43 16

Source: Reserve Bank of India (RBI) Online Database, http://www.rbi.org.in/



Hunger: Guijarat surprisingly emerges as a State with high levels of hunger?, while
simultaneously boasting high per capita income and consistent income stability. Disturbingly
Guijarat's hunger levels are high alongside Orissa and Bihar, with only Jharkhand, Chhattisgarh
and Madhya Pradesh having higher hunger levels. Punjab, Kerala and Haryana (in whose league
Gujarat was placed in terms of per capita NSDP), are very progressive measured by levels of
hunger having least hungry population. Even Uttar Pradesh has registered lower levels of hunger
N compared with

R

States by the Level of Hunger in India Gujarat. This
(Hunger Index range between 0 and 1) paradox, for
example, is
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The Hunger Index is a measure derived aggregating the three variables or factors: namely, 1. prevalence of calorie undernourishment using the
FAO recommended 1820 kcal cutoff,; 2. average Body Mass Index -*total thin’ men and women; and 3. Average of children stunted, wasted and underweight. Refer Of Water from the
to Abusaleh Shariff and Devendra Kumar, ‘Hunger and Malnutrition in India: Concepts and Indexing’, Mimio, IFPRI, 2010.

mighty river Gaga.

This ensures that in
spite of UP’s population being poor, they are at least minimally fed. Incomes are more evenly
spread in Uttar Pradesh, Tamil Nadu and West Bengal. Uttar Pradesh in fact fares a notch above
even Tamil Nadu and West Bengal in having lower hunger; but Gujarat is much above all these
states in having relatively higher incidence of hunger. Further Rajasthan has also recorded lower
levels of hunger compared to Gujarat and this appears to be due to pro-poor state policies.
Therefore, this analysis gives credence to the fact that Gujarat is a state where the rich-poor

disparities are far greater relatively speaking.

2 The Hunger Index is a measure derived aggregating the three indicators of food and nutrition. 1. Prevalence of calorie
undernourishment using the FAO recommended 1820 kcal cutoff. This cut off is much lower than the Planning
Commission recommended levels which is 2400 kcal for rural and 2100 kcal for urban areas; 2. Average Body Mass
Index — BMI is considered only for adult population and ‘total thin’ men and women are considered for this index. 3.
Average of children stunted, wasted and underweight. For details about the appropriateness of the concept and
methodology refer to Abusaleh Shariff and Devendra Kumar, ‘Hunger and Malnutrition in India: Concepts and
Indexing’, Mimio, International Food Policy Research Institute (IFPRI), 2010 (get a copy by sending an email to
salehshariff@ymail.com | Blog: salehshariff.blogspot.com).
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Income, Poverty and Human Development Linkages: Generally one finds a positive

association between income and poverty (lower poverty), and human development (higher); and

PC-NSDP, Poverty and Human Development Rank Comparisons
[Rank 1 is the Best]

About Second Half of 2000s

About Mid-1990s****

HCR**  [HDI*** HCR [HDI

(Low to |(High to (Low to |(High to
Rank |PCNSDP*|High) Low) PCNSDP* |High) |Low)
1 HAR KER KER "PUN PUN KER
2 MAH PUN HP "HAR HAR PUN
3 PUN HP TN "MAH KER TN
4 KER HAR KAR AP MAH
5 HP TN MAH
6 AP
7 TN
8 KAR
9 AP KAR B \WB RAJ
10 UTT WB SS KAR AP
11 wWB ASS ORI "RAJ MAH ORI
12 RAJ RAJ ASS "CHH UP CHH
13 CHH MAH JHA MP MP MP
14 ASS uP RAJ JHA JHA UP
5 ORI JHA MP ORI CHH  |ASS
16 JHA MP BIH "UP BIH BIH
17 MP CHH UP BIH ORI JHA
18 uUP BIH PUN -- - -
19 BIH ORI HAR -- - -

*Based on Reserve Bank of India (RBI) online database (http://www.rbi.org.in ). ** Government of
India (2009).***Calculated by using life expectancy at birth, sex ratio, mean years of schooling, 7+
literacy rate and per capita net state domestic product. ****Shariff. A (2009).

that the association with the
latter being much stronger.
Higher position in human
development ranking
relative to poverty is an
evidence of pro-people
welfare state. One finds
such an association in
Kerala, Tamil Nadu,
Karnataka, Maharashtra,
West Bengal and even
Orissa, which has higher
HDI ranking compared with
respective ranking in per
capita income and poverty
about the second half of
2000s in the ranking
undertaken for 19 major
states. On the other hand

Guijarat has recorded

relatively lower level of human development ranking compared with its poverty ranking — while

in latter 2000s it tops at 6" level in income, but is places one level lower in poverty (that is higher

poverty relative to income) but ranked 9™ in HDI, far too low which is unexpected. The higher

income levels must yield better human development, generally speaking as people will be in a

better position to make investments in education, health and wellbeing. Orissa which reveals high

levels of poverty performs better on the HDI; in fact it shows resilience in improving HDI at its

own level of development and poverty. Further, one notice that the relative ranking of Gujarat in

incidence of poverty and human development has declined between the mid 1990s and latter part
of 2000s.
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When the Mahatma Gandhi National Rural Employment Guarantee Scheme (MGNREGS) was
evaluated, Gujarat is found to be the bottom of the list of large Indian states. In fact Rajasthan is
at the top, followed by Madhya Pradesh, Chhattisgarh and Tamil Nadu.

Levels of Foreign Direct Investments

Recent reports place Gujarat as a favorite destination of the ‘foreign direct investments (FDI).
There is a considerable hype about such investments and reports that large amounts of foreign,
often NRI linked, investments in Gujarat abound. A review of the past performance of the FDIs
does not support such a finding. The region / state specific FDI data provided by the ‘department
of industrial policy and development’ suggests that the size of cumulative inflows from January
2000 to March 2010 has been highest in Maharashtra with 1.75 lakh crores, followed by New
Delhi at 1.02 lakh crore. Even the state of Karnataka has received 31 thousand crores which is
higher than the FDI in Gujarat only with 28 thousand crores. The FDI line up continues with
Tamil Nadu, (Rs. 25 thousand crores), Andhra Pradesh (Rs. 21 thousand crores) and Kolkata

having received a meager 6 thousand crores.
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Thus Gujarat is a game for playing the “the politics of development” and no one is caring to
assess if such tall claims have any truth behind them. Hype and hoopla built around foreign direct
investment (FDI) in Gujarat is a lie. Gujarat can be considered a hunting ground "for NRI and
corporate politics", and that "the FDI hype" is designed to facilitate tax subsidies, cheap licensing,
under-priced land and low royalty payments to the investors. Often the politics works in such a

way that Gujarat is used as a platform for corporate negotiations and investments in other states.



Investments announced in Gujarat appear largely promises, as the real amount invested is found
to be a fraction of the amount promised due to practical reasons.

Nonetheless, Gujarat does have some positive features; over 90 percent paved roads to villages,
98 percent electrified villages with 80 percent electrified homes and 18 hours of electricity
everyday, 86 percent piped water supply and better phone connections, banks, post offices, bus
connection compared to other states. Agricultural extension work, too, is better than in other
states. But amid all this, poverty, hunger and lack of sense of security thrive.



B:: SociorReligious; Group Differentials; im Gujarat

The large scale representative sample data available from the NSSO and the NCAER’s human

development surveys and information from the Sachar Committee report are used to assess

poverty and human development amongst the socio-religious groups within Gujarat with a focus

on Muslims. Poverty amongst the urban Muslims is eight times (800%) more than high-caste

Poverty Ratios - HCRs

SCs/ST  Muslims

Muslims

All India 38
Kerala 24
(O-Min U=9)

(O-MinR=4)

Maharashtra 49
Gujarat 24
West Bengal 27

Source: NSS0, 61% Round, 2004-5. Sourced from the Sachar Report, 2006.
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Muslims have high levels of poverty close to those of the SCs/STs

|\' Hindus, about

50% more
than the
Hindu-OBCs
and the
SCs/STs.
Note that over
60% of all
Guijarati
Muslims live
in urban areas
and they are
most deprived
social group
in Gujarat.
On the other

hand rural poverty amongst the Muslims is two times (200%) more than high caste Hindus.

Guijarat unlike a few other large states has not provided any specified quota in employment and

higher education for the Muslims. While Muslims have bank accounts proportionate to the size of

population, the bank loan amount outstanding which is an indicator of financial inclusion is only

2.6 percent. Muslims are also found to be soft targets for petty thefts and harassment of girls

compared to other communities.



Education: Educationally Muslims are the most deprived community in Gujarat. Despite 75%

Educational Level Differentials in Gujarat
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and the SCs/STs are catching up and the Muslims are left behind. The disparity in access to
higher education is increasing over time. This clearly is an evidence of discrimination in

provisioning of higher education access, infrastructure and related services.

To overcome the Muslim deficit in different levels of education, the central government has
launched a nationwide scholarship scheme with effect from April 1, 2008. All states have
responded favorably, with the only exception of Gujarat which has not implemented even the pre-
matric scholarships for minorities. There are 55,000 scholarships allocated to Gujarat of which
53,000 are to be given to the deserving Muslims, but Gujarat not even cared to implement this

program.

Employment: The work participation rate is a common measure of employment; in Gujarat, this

is 10% lower for Muslims at 61% compared to the Hindus who have a ratio of 71%. Gujarat has

higher unemployment rates for Muslims compared to say West Bengal. Importantly, the Muslims

traditionally are artisan and skilled workers, have relative advantage in handling mechanical and
g tool work;

therefore they
Occupational Differentials Select States are employed

I

as industrial

Muslim Hindus Others .
labour in

India considerable
Manufae. & Crganized
Maharashra - 1l 12 manufacturing
West Bengal 16 g and organized
India 17 8 19 industry. In
Gujarat 23 7 27
Informal Trade most States,
Maharashtra 23 8 11 )
West Bengal 11 12 7 Muslims form
India 57 13 41 a higher
Gujarat 54 39 66 percentage of
Self Employment
Maharashtra 48 37 28 the workforce
West Bengal 53 45 38 in

Source : Sachar Report .
manufacturing

and the

organised sector compared to Hindus and it is only in Gujarat, the reverse is true.



Manufacturing and organised sector including public employment: There was a time when
Muslims dominated the state's textile industry in power loams, textile mills and handlooms; and
in diamond cutting and polishing industry not to speak of chemical, pharmaceutical and
processing industries. But now Muslims barely make it to the workforce in the manufacturing and
organized sector in Gujarat. While at an all-India level, Muslims share in this sector is 21%, in
Gujarat it is merely 13, much lesser than Maharashtra at 25 and West Bengal at 21. Note that
Muslims generally have better employment amongst the state level public sector enterprises
across India. It is only in Gujarat that Muslims not have access to organized and public sector
(including PUSs) employment when compared to other communities and other states of India.
This finding was counter-checked by a second set of data in a multivariate analysis. The fact that
Muslims do not draw income from the formal organized (including public employment) sectors is
negative, large and highly significant; this is the only community which records this negative and
significant coefficients. Generally, there is a reference to the Sachar report pointing to the fact
that Muslims are indeed present in substantial proportion (compared with other states such as
West Bengal, UP etc) in government employment in Gujarat. Yes this is so and it may be noted
that such employment has taken placed during the last 5 decades or so, these are not recent
appointments. Gujarat government must come forward to publish figures as to how many
Muslims have been appointed in government employment during the last 5-10 years in

employment categories such as group A to group D and in the state PSUSs.

Petty Trade and Self-Employment: Gujarat also shows a wider gap between Muslims and Hindus
in petty trade and self-employment. Fifty-four per cent of Muslims as opposed to 39 per cent of
Hindus are self-employed in the State. The gap is much lower in West Bengal, where 53 per cent
of Muslims are self-employed as against 45 per cent of Hindus. Compared to other States and
compared to Hindus, larger share of Muslims in Gujarat are self-employed or undertake petty
trade. This disparity is compounded by the fact that compared to other sectors; self-employment
and petty trade has shown only a marginal income growth during the last two decades in
comparison to other sectors of the economy. Further, at least in Gujarat the FDIs and public
investments are channelled into the organized sector where Muslims do not get employed - thus
metaphorically speaking, Muslims in Gujarat face a situation - ‘between the hard rock and the

)

sea .
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Safety and Security: The human development survey of the NCAER canvassed a few questions
which relate to the safety and security of citizens. All respondents were asked to assess the
condition of village and neighborhood conflict. Further, any experience and occurrence of

‘theft/burglary’ and ‘harassment of adolescent girls’ was also recorded for the reference year.

It is instructive to note Gujarat is one of those high village/neighborhood conflict states, next only
to Uttar Pradesh (82 percent) and Uttrakhand; but on par with West Bengal at 63%. However,
since this is a societal level factor, the inter-community differentials were found to be low —
which means irrespective of the community one belongs to, they had similar exposure to

neighborhood/village conflict which is rather very high in Gujarat.

Face Theft and Burglary Harassment and Threat to Girls

INDIA INDIA
Share inTotal Households Shares in Theft/Breaking Share in Households Share in Harassment/Threat
Group Rural Urban Total Rural ‘ Urban Total Group Rural Urban Total Rural Urban Total
HC+ 9 3% 3 16 % 2 HCs+ 19 35 23 15 37 2
Muslim 10 14 u 14 13 Muslim 10 14 1 14 14 14
0OBC 38 31 36 34 24 32 OBC 38 31 36 34 26 32
SCs/STs 34 19 30 37 26 35 SC/ST 34 19 30 36 23 32
Total 100 100 100 100 100 100 Total 100 100 100 100 100 100
GUJARAT GUJARAT

Group Rural Urban Total Rural Urban Total Group Rural Urban Total | Rural Urban Total
HC+ 28 44 35 1 44 29 HCs+

Muslim 5 1 35 13 23 st

OBC 33 30 31 29 31 30 OBC

SCs/STs 34 15 27 25 13 18 SC/ST

Total 100 100 100 100 100 100 Total

Source: IHDS 2004-05. Source: IHDS 2004-05.

But one notices considerably large inter-community variation in the household experience in
theft/burglary and particularly the Muslim households in rural Gujarat with a very high share of
(35%) households reporting such occurrence, while their share of households was only 5%. All
other communities have reported lower levels. In urban areas also this share was 13% compared
with only 11% households. While information on who are the performers of such crimes is not
available, what is important to highlight is the fact that Muslims are easy targets and are
vulnerable for such crimes in the rural areas of Gujarat. In case of the occurrence of harassment
and threat of girls, 17% urban Muslims households reported such an occurrence which is
considerably higher relative to their share in the households. The only other community having
higher share of harassment of girls is the SCs in rural areas - with 34% households reporting 39%

of such events.
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Conclusions: Gujarat indeed is one of the richer states always in league with the top ten state of
India in terms of per capita national state domestic product. But if alternative measures are
evaluated which reflect hunger, social development and human development, relatively speaking
Gujarat is underperformer. Further, within the state, when socio-religious group differentials are
assessed one finds deep-rooted poverty and income inequality amongst Gujarat’s lower castes and
Muslims relative to other groups. The latter, in particular, fare poorly on parameters of poverty,
hunger, education and vulnerability on security issues; nowhere benefiting from the feel good

growth story painted by the current governance of the state.

There indeed exists a deep-rooted poverty and income inequality in Gujarat. Putting the Muslim
situation in this larger framework, the empirical evidence suggests that relative to other states and
relative to other communities, Muslims in Gujarat are facing high levels of discrimination and

deprivation.
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Appendix Table
Region (RBI) Specific FDI inflows in India 2000-2010
(Rs. Crores)

States and Jan
UTs Covered 00- Apr06- | Apr07- | Apr08- | Apr09-
Mar06 | Mar07 | Mar08 | Mar09 | Marl0

Mabharashtra,
Dadra& Nagar
Haveli, Daman
&Diu 20536 | 16195 | 41555 56960 | 39409
Delhi, Part of
UP &

Harayana 23074 | 11079 | 13748 7943 | 46197

Karnataka 6984 3210 6486 9143 4852

Gujarat 2884 1683 7215 | 12747 3876
TN,
Pondichery 5433 5892 2264 7757 3653

AP 3083 2696 3953 5406 5710

WB,
Sikkim,A&N
Islands 1277 263 1795 2089 531
Chandigarh,
Punjab,
Harayana , HP 1481 99 175 0 1038

Rajasthan 19 231 165 1656 149

Goa 494 345 182 134 808

Kerala,
Lakshadweep 333 61 145 355 606

Orissa 316 49 30 42 702
MP,
Chhattisgarh 169 132 152 209 255

UP, Uttranchal 0 58 14 0 227

All NE States 42 0 1 176 51
Except Sikkim

Bihar,
Jharkhand 3 1 0 0 0

27764 | 14398 | 20751 18300 | 15056
93893 | 56390 | 98642 | 122919 | 123120

Source: Department of Industrial Policy and Promotion (http://dipp.nic.in/), Ministry of Commerce and Industry.
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