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Socid Inegudity, Labour Market
Dynamics and Reservation

This paper brings two new elements to the debate around expanding reservation in
centres of excellence in higher education. First, it separately estimates upper caste
Hindu profiles in education (dropout and completion rates), employment and relative incomes
and establishes that UCHs are significantly better off in all these parameters than scheduled
tribes, scheduled castes and other backward classes. It also establishes that in urban India,
ST, SC and OBC have very similar profilesand are at a great distance from the UCHSs. In
rural India, OBCs are situated in the middle — between ST and SCs on the one hand and
UCHs on the other — but again at a significant distance from the latter. Second, it links this
privileged positioning of UCHs with changing labour market dynamics in the 1990s and
suggests that as a result these castes dominate access to the best jobs in the urban economy.
Access to high quality tertiary education has then become key to accessing the most
dynamic segment of a decelerating labour market. It uses evidence from both of these to
intervene in the current debate around expanding reservations to OBCs in public institutions
of higher learning and argues that the above make expanding reservation imperative.

MRITIUNJOY M OHANTY

in context and to respond to some of the issues that

have been raised in the ongoing debate around expanding
reservation in “centres of excellence” to cover OBCs. To make
itsestimates, the paper usesdatacollected by the National Sample
Survey Organisation (NSSO) in its 1999-2000 large sample
survey andthe Census2001 and underlinesonce agai nthenecessity
of collecting more detailed information in terms of caste and
religion so as to aid more accurate analysis.

The paper is divided into seven sections: Section | estimates
population distribution according to geography and caste groups.
Section|| briefly explorescasteinequality intermsof consumption
levels. Section 111 looks at caste inequality from the perspective
of accessto education. Section IV explores casteinequality from
the standpoint of employment outcomes. Section V discussesthe
changing dynamicof employment generationinthe 1990s. Section
VI studies labour force attributes in terms of literacy and edu-
cation. Finally Section VII draws together the discussion and
analysis in earlier sections and situates it in terms of unequal
access and outcomes, argues why it is imperative to expand
reservationandrespondsto someof theissuesraisedinthis debate.

I
Population Distribution according to
Geography and Caste Groups

T hispaper attemptsto put theissueof quotasand reservation

According to 2001 Census, 72 per cent of India's population
was rural and 28 per cent urban. Of the overall population, the
census classified 80.5 per cent of the population as being Hindus

Economic and Political Weekly ~ September 2, 2006

and 19.5 per cent as being from other religions. In rura India,
82.3 per cent of the population were Hindus and 17.7 per cent
from other religionswhereasin urban India, the proportionswere
75.6 and 24.4 respectively, obviously suggesting that people of
other religious persuasions are, on the average, relatively more
urban than the average Hindu.

NSSO's last large sample survey (55th round) was conducted
in 1999-2000 and collected data by social groups. It classified
the population as belonging to scheduled tribes, scheduled
castes, other backward castes and others. The category “ Others’
includes upper caste Hindus (UCHSs) and al non-Hindu religious
denominations.

The sample survey result of the population break-up according
to socia groups is given in Table 1.

Given that estimates of both a large sample survey and a
census are subject to errors, abeit of different kinds, we should
treat them as being reasonably representative of the overall
population, rather than being definitive. It istherefore reassuring
tonotethat the NSSO’ slarge sample survey population estimates
and those of Census 2001 are broadly in consonance with
each other.

For example, accordingto Table 1, in 1999-2000, STsand SCs
accounted for 10.5 and 20.4 per cent of the rural population
respectively. According to the 2001 Censusthese proportionswere
10.4 and 17.9 per cent respectively. Similarly, for urban
India, NSS sample survey data would suggest that STs and
SCsconstitute 3.4and 14.3 per cent of the population. According
to the 2001 Census these proportions were 2.4 and 11.8 per cent
respectively.
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Asareasonable approximation, we use Census 2001 estimates
for other religions to disaggregate NSS Others into UCHs and
“Other Religions’ and the results are reported in Table 2.

What is immediately obvious from Table 2 is that UCH and
“Other Religious’ denominations are relatively more urban,
whereas ST, SC and OBC populations are relatively more rural .
Indeed, STs are the most under-represented in what is already
a very small urban population. Using data from Table 2 we
cal culate the caste-wise distribution within the Hindu popul ation
and the results are reported in Table 3. As Table 3 suggests that,
compared with the national average, Hindustend to bemorerural
and the relatively smaller urban Hindu population has a dispro-
portionately high share of UCHSs.

I
Caste Inequality and Consumption

The 55th round of the NSSO collected data on consumption
levelsamong socia groups (NSS Report 472: Differencesin Level
of Consumption among Socio-Economic Groups, 1999-2000).
Data was collected across consumption classes, socia groups
and employment categories. Section |1 of Mohanty (2006) uses
results of that sample survey for afairly detailed exploration of
inequality in consumption in both rural and urban India across
employment categories and caste groups. Here we summarise
some of the main findings of that section.

The first noteworthy fact isthat in both rural and urban India,
STs, SCs, and OBCs have consumption levelsthat islower than
the relevant average. The category Others of course has a con-
sumption level that is higher than average. The distancein terms
of consumption levels between UCHSs and other Hindu social
groups is in all probability understated by Others given that
Muslims constitute more than twothirds of the Other Religions
population in both urban and rural India (Census 2001) and that
the average Muslim in both rural and urban India is both more
illiterate and has a higher dropout rate (Tablesin Appendix) and
therefore poorer thantheaverage UCH, aswill bediscussed | ater.
Second, inrural Indiait isthe ST households that are the poorest
whereasin urban Indiait is SC households that are at the bottom
of the pyramid. Third, whereas OBCs in rura India are only
marginally below average consumption levels, in urban India
however the difference is far greater being almost 15 per cent
lower than average. And finally, Others consumption levels are
between 18 and 19 per cent higher than the average in both rural
and urban India (Table 8, p 5 in Mohanty (2006)).

A morenuanced view of why the category Othersfaresso much
better in terms of consumption levels is gained if we consider
data subdivided by consumption ranges. The NSS divides con-
sumption data into 12 consumption ranges. For rural India it
divides monthly per capita consumption expenditure (MPCE)
into 12 categoriesranging from Rs 0-225 at the bottom to Rs 950
or more at thetop. For urban Indiait divides consumption ranges
into 12 categoriesrangingfromRs0-300at thebottomtoRs 1,925
or more at the top.

M ohanty (2006) hastaken NSS consumption dataand arranged
it in terms of quartiles and this reveals the skewed nature of the
income (proxied by consumption levels) distribution between
Others and al other caste groups in rural India. Particularly it
makesclearthatinrural Indiathecategory Others(whichincludes
UCHSs) is quite significantly different from OBCs. Compared
across social groups, Others are least likely to be in the bottom
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quartileand most likely tobeinthetop quartile. Morespecificaly,
OBCs are twice as likely to be in the bottom quartile as Others
households. And equally importantly, the probability that OBCs
are going to be in the top quartile is less than 60 per cent that
of Others (Table 9, p 6 in Mohanty (2006)).

The inequality is even sharper when we consider the lowest
and highest consumption classes. Again, OBCsinrural Indiaare
amost twice as likely to be in the lowest consumption class as
compared with others. And the Others in rura India are two-
and-a-half times as likely as OBCs to be in the top highest
consumption class. Or put differently, the probability that OBCs
are going to be in the highest consumption class is only 40 per
cent that of Others. The probability that an ST or an SC will
be in the highest consumption class is just around 20 per cent
that of Others (Table 10, p 6 in Mohanty (2006)).

The differences, between non-UCH Hindu caste groups and
Others, areevenstarker inurbanindia. Asinrural Indig, thecategory
Othersisleast likely among all social groupsto bein the bottom
quartile and the most likely to be in the top quartile. And again,
similar torura India, OBCsaretwiceaslikely to bein the bottom
quartile as Others households. But the probability that an OBC
household would be in top quartile isjust about 40 per cent that
of Others — significantly lower than in rural India. In addition,
the category Others has almost four times the probability of an
OBC or an ST and eight times the probability of an SC of being
inthehighest consumption class. Again, significantly higher than
in rura India (Tables 11 and 12, p 7 in Mohanty (2006)).

Again, there is an interesting difference to be noted between
rural and urban India. We have, of course, clearly established
that in both the category “Others” is significantly better than all
other non-UCH Hindu caste groups. In rura India, OBCs are
clearly better off than STs and SCs and clearly worse off than
thecategory Others. However inurban Indig, STs, SCsand OBCs
arefar moresimilar rather thandissimilar intermsof consumption
levels (Tables 11 and 12 in Mohanty (2006)).

The disparity between UCHs and other caste groups that
is implied above, given that Others includes UCHs and

Table 1. Population Distribution according to Social Groups,

1999-2000
ST SC OBC Others
Rural 10.5 20.4 37.5 31.4
Urban 3.4 14.3 30.4 51.7

Source: Statement 5, NSS Report 472: Differences in Level of Consumption
among Socio-Economic Groups, 1999-2000.

Table 2: Population Distribution according to Social Groups
Including UCH*, 1999-2000

ST SC OBC UCH Other

Religions
Rural (72 per cent) 10.5 20.4 37.5 23.7 17.7
Urban (28 per cent) 3.4 14.3 30.4 27.3 24.4

Notes: * UCH stands for upper caste hindus. Figures in parentheses refers to
shares in total population.

Table 3: Population Distribution among Hindus Disaggregated
by Caste Groups, 1999-2000

ST SC OBC UCH Total
Rural (74 per cent) 12.8 24.8 45.6 28.8 100
Urban (26 per cent) 5.5 18.9 40.2 36.1 100

Note: Figures in parentheses refers to shares in total Hindu population.

Economic and Political Weekly — September 2, 2006



Other Religions, is brought out more clearly when we look at
the data on education and employment where we have been
able to disaggregate the category Others into UCHs and
“Other Religions’.

1]
Caste Inequality and Education

The 55th round, the last large sample survey conducted by the
NSSO in 1999-2000, also collected datafor literacy (NSS Report
No 473: Literacy and Levels of Education in India, 1999-2000).
Datawascollected across consumption classes, social groupsand
religions. In terms of literacy indicators data was collected for
the following broad categories: not literate and literate. The
literate were then broken up as follows: literate below primary,
primary, middle, secondary, higher secondary, graduate and
above. Data for these was collected for the above categories for
Hindusasawholeaswell asby social groups. Weuseinformation
from both these and the break-up of Hindus into broad caste
groups including UCHSs (Table 3) to impute values for UCHs.

We define a summary statistic called the dropout rate. The
dropout rate is defined as the sum of values for literate below
primary, primary and middle, expressed as a percentage of the
proportion of the literate population for each social/religious
grouping. The dropout ratel then gives us a measure of the
proportion of the literate population that attained an education
up to middle schoal or less. At the other end of the spectrum
we define another summary statistic — the completion rate — by
summing values of those who have completed higher secondary
(10+2) or those that are graduates and above and expressing this
sum as a percentage of the proportion of the literate population.
Aswe will seein our discussion of labour market attributes,
the payoffs to these groups are very asymmetric, with the
likelihood that the latter group will get the best jobs being the
highest. Theresultsfor therural and urban population arereported
in Tables4 and 5.

The first thing to be noted about the Tables 4 and 5 is the
difference between rural and urban India. Urban India is
significantly more literate, has significantly lower dropout rates
and higher completion rates across all social groups. Second, in
both rural and urban India, UCHs are in a class by themselves.
They are way more literate than any other Hindu social group.
IndeedinurbanIndiaUCHsareamost completely literate. Third,
among the literate population, UCH have substantially lower
dropout rates. In rura India OBCs come a distant second and
they have a dropout rate more than 2.3 times that of UCHSs.
Not only is it the case that UCHSs have lower dropout rates as
compared with all other Hindu caste groups but it is also the
lowest across al religious categories (Table A1 in Appendix).
In urban India OBCs and STs come a distant second and both
have adropout rate of just under twicethat of UCHSs. Reinforcing
this pre-eminence across all socia and religious strata, only
Zoroastrians have lower dropout ratesin urban Indiathan UCHs
(Table A2 in Appendix).

Turning to completion rates the following may be noted: First,
UCHSs have significantly higher completion rates, particularly in
urban India. They have, in urban India, more than twice the
completion rates of STs, almost thrice the completion rates of
OBCs and nearly four times the completion rates of SCs.
Indeed in urban India, UCHs have a completion rate better than
any other religious grouping except Zoroastrians (Appendix).
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Second, itisalsoimportant to note how similar ST, SC and OBCs
are in terms of literacy and educational attainments and how
different they arefrom UCHSs. Finally, UCH dropout ratesinrural
and urban Indiaare amost identical but UCHS' completion rates
inurban Indiaarefour timesthat of rural UCHSs. Given that urban
incomes (proxied by consumption levels, see Table 8in Mohanty
(2006)) are significantly higher across the board than rural
incomes, this would support the view that completion rates are
related to income levels —i g, it is expensive to stay out of the
labour market and stay in school and college and it is only the
relatively better-off who can afford it. And as both consumption
and employment data (Table 8 in Mohanty (2006) and
Tables 6 and 7) suggest urban UCHSs are significantly better-off
than rural UCHSs.

When it comes specifically to higher (tertiary) education the
inequalities in distribution of capabilities noted above get
repeated. As Desphande and Y adav (2006) points out, in urban
India, of their respective 20+ populations, 25 per cent of UCHs
and 24 per cent of Sikhs were graduates. Of the same cohort,
11 per cent of the ST 20+ population were graduates, 5 per cent
of the SC population, 6 per cent of Muslims and 9 per cent of
Hindu-OBCs. That isto say, in urban India, an upper caste Hindu
aged 20+ is more than twice as likely as a ST and amost three
timesaslikely asaHindu-OBC to be agraduate, more than four
times as likely as a Mudlim and five times as likely as an SC
person. If anything the distance between UCHs and SCsin terms
of graduates has widened.

v
Caste Inequality and Employment

The 55th round also collected data for employment and un-
employment status by social groups (NSS Report No 469:
Employment and Unemployment among Social Groups India,
1999-2000). Data was collected for employment and unemploy-
ment status by consumption classes and social groups (i €, ST,

Table 4: Rural Literacy and Education Profile by Social Groups

Rural ST sC OBC Others  UCH3
Illiteratel 578 534 452 323 183
Literate! 422 466 548 677 817
All 1000 1000 1000 1000 1000
Dropout rate? 87.7 86.5 82.3 75.1 35.2
Completion rate? 5.0 5.2 7.1 10.8 11.4
Notes: (1) Per thousand distribution of persons aged 7 and above.

(2) Percentage of literate persons aged 7 and above.
(8) UCH is a subset of ‘Others'.

Source: Calculations on the basis of Statements 3, and 5R in NSS Report
No 473, Literacy and Levels of Education in India, 1999-2000 and
Census 2001.

Table 5: Urban Literacy and Education Profile by Social Groups

Urban ST sc OBC Others  UCH3
Illiteratel 300 338 247 135 34
Literate! 700 662 753 865 966
All 1000 1000 1000 1000 1000
Dropout Rate? 67.9 76.1 67.9 51.2 34.9
Completion Rate? 19.4 11.6 15.9 30.4 43.7

Notes: (1) Per thousand distribution of persons aged 7 and above.

(2) Percentage of literate persons aged 7 and above.

(3) UCH is a subset of Others.

Source: Calculations on the basis of Statements 3 and 5U in NSS Report
No 473, Literacy and Levels of Education in India, 1999-2000 and

Census 2001.
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SC, OBC and Others). In rura India, employment categories
were subdivided into the following five groups. self-employed
in non-agriculture; agricultura labour; other labour; self-em-
ployed in agriculture; and Other. In urban India employment
categories were subdivided into the following groups. self-
employed, regular, casua, and others. Johnand M utatkar (2005) use
55th round NSS data, among other things, to provide adistribution
of employment status by religion. We use these two sets of data,
total employment (usua status) estimate of 397 million and rural
and urban employment estimates from Sundaram (2001)
(Table 11), toestimatethepatternof UCH employmentinboth rural
and urban India. The results are reproduced in Tables 6 and 7.

The data demonstrates very clearly the distance between the
UCH and other social groupsin terms of work that Hindu caste
groups broadly do to earn aliving. Inrural Indiaan UCH isleast
likely to earn a living from labour (both agricultural and non-
agricultural). An OBC is twice as likely as an UCH to earn a
living from labour. And an SC more than three times as likely.
It should aso be borne in mind that in rura India consumption
levels of households that earn their livelihood from selling labour
isthelowest acrossall househol dtypes(Table4inMohanty (2006)).
In urban India the differences are even starker. There is only
a3 per cent chancethat an UCH will work as casual labour which
istheworst kind of job on offerinurban India(Table6in Mohanty
(2006)). An OBC is six times as likely as an UCH to work as
casual labourer and an SC or an ST, nine times more likely!

Thereisanearly 60 per cent probability that an UCH will be
working in regular employment — the best kind of employment
category available in urban India (Table 6 in Mohanty (2006)).
Thisissignificantly higher than the probability for any other caste
category.

Finally, we use information from Tables 4 and 6 in Mohanty
(2006) and 6 and 7 in this paper to get a sense of the relative
positioning of Hindu castegroupsintermsof consumptionlevels.
Table 4 in Mohanty (2006) tells us that of the five employment
categories in rura India — self-employed in non-agriculture;
agricultural labour; other labour; self-employed in agriculture;
and Other — agricultural labour and other labour have consump-
tion levels below the rural average. Table 6 in Mohanty (2006)
tells us that of the four employment categories in urban India
—self-employed, regular, casual labour, and other — casual labour
and self-employed have consumption levels below the urban
average. We use dl four tables to derive Table 8.

Table 8 givesamoredirect confirmation of what we were only
abletoinfer earlier —in terms of consumption, UCHs are clearly
very different from other Hindu caste groups in both rural and
urban India. Inrura India, relatively, it isthe SCsthat are worst
off followed by STs, OBCsand with the UCH at thetop. Inurban
India however it is the relative position of OBCs which is the
worst, followed by SCs, STs and finally the UCH at the top.
Equally importantly, inurban India, the differencesbetween ST,
SCsand OBCsin terms of relative positioning are very smal and
they look alot morelikeeach other and very different from UCHs.

Insum, aUCH ineither rura or urban Indiaissignificantly more
likely to belessilliterate, havelower dropout ratesand therefore be
better educated, hold better jobsand havemuch higher consumption
levelsthan all other social groups— STs, SCs and OBCs. Given
that UCHsareal ot lessilliterateandfar better educatedthey are least
likely tobepoor. Equally importantly, thehigher theconsumption
level the more likely the presence of UCHs. Whereas these
differences are true for both rural and urban India, they are far
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more marked in urban India where UCHSs are over-represented.
Finally, in urban India, STs, SCs and OBCs are far more
similar than dissimilar in terms of education attainments and
consumption levels.

Vv
Changing Employment Generation Patterns

The 55th round collected data for employment and unemploy-
ment status and reveal sthefollowing sectoral employment shares
as detailed in Table 18 therein. It is worth noting that the bulk
of India semployed labour forceis still employed in agriculture.
Services are a distant second in terms of shares followed even
further behind by industry.

In terms of output (GDP) of course, asis well known and in
some quarters celebrated, the story is rather different. Today
services account for more than 50 per cent of the output, with
the rest being shared roughly equally by the primary sector
(including agriculture) and industry. The share of agriculture is
worthy of note because over the nearly 60 years since indepen-
dence, agriculture has seen a decline of around 30 percentage
points in terms of its GDP share but only around 10 percentage
point in terms of its share in employment. Therefore the
anomaly today that agriculture is much less important in terms
of GDP (or output) growth but still remains key in terms of
provision of employment, livelihoods and well being of the
average citizen.

Having noted that agriculture continues to be the mainstay of
employment generation, it is worth noting an important change
in the overall economy’s ahility to generate jobs. As Table 10
indicates, in the 10-year period between 1983 and 1993-94 the
economy generated 76 million net new jobs (the periodisation

Table 6: Percentage Distribution of the Rural Employed
Population according to Hindu Caste Groups, 1999-2000

ST SC OBC UCH
Self-employed in non-agriculture 5.2 12 15.5 8.2
Self-employed in agriculture 36.2 16.4 34.7 60.0
Agricultural labour 39.7 51.4 29.2 17.2
Other labour 8.9 10.0 7.9 1.5
Other 10.1 10.2 12.7 13.4
All 100 100 100 100

Table 7: Percentage Distribution of the Urban Employed
Population according to Hindu Caste Groups, 1999-2000

ST SC OBC UCH
Self-employed 21.6 27.3 37.6 29.2
Regular 38.0 37.6 36.3 56.2
Casual 25.6 26.5 17.4 2.6
Others 14.7 8.5 8.5 11.5
All 100 100 100 100

Table 8: Percentage Distribution of Persons by Average MPCE
Separately for Hindu Caste Groups in Rural and Urban India,

1999-2000

ST SC OBC UCH
Rural MPCE
Below average 48.6 61.4 37.9 18.7
Above average 51.5 38.6 62.9 81.6
Urban MPCE
Below average 47.2 53.2 55.0 31.8
Above average 52.7 46.1 44.8 67.7
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is determined by the NSSO large sample surveys on employ-
ment), i e, an average rate of 7.6 million net new jobs per annum.
In the subsequent six-year period, 1993-94 to 1990-2000, it
generated 21 million net new jobs, i e, an average rate of 3.5
million net new jobs per annum.

It should be noted that GDP grew at arate of 5.2 per cent over the
first periodin Table 19 and at about 6.6 per cent over the second
period (Planning Commission 2002a:132). Which isto say that,
even as the economy sustains an average GDP growth rate of
5-6 per cent over afairly long period of time, itsability to generate
jobs both in absolute and relative terms declines significantly.
The absolute decline we have noted already — 7.6 million net
new jobsin the 1980sto 3.5 million new jobsin the 1990s. The
relative decline, in what economists call the employment elasti-
city of output growth, is even sharper — from 0.5 in the 1980s
to 0.2 in the 1990s for every percentage point of GDP growth.

The upshot of the above is that, even as the economy is able
to sustain relatively high rates of GDP growth, the economy’s
ability to generate net new jobs, both in absolute and relative
terms, has seen asharp and significant decline over thelast couple
of decades.

If agriculture continuesto be almost as pre-eminent as50 years
agointermsof itsshare of total employment generated, the recent
past has seen a dramatic change in the pattern of net new job
generation. And thisis of signal importance to the debate around
reservations that we are currently engaged in.

As Table 10 indicates, in the period 1983 to 1993-94, the
primary sector (agriculture + alied sectors) generated about 53
per cent of the net new jobs created by the economy. Industry
accounted for about 10 per cent and the remaining 37 per cent
of net new jobs were generated by the service sector.

In the subsequent period, 1993-94 to 1999-2000, there is
however a dramatic change. The primary sector produces no net
new jobs. Indeedif anythingit contractsslightly inabsoluteterms.
All thenet new jobscreatedinthesecond period areintheindustry
and services sector — 27 per cent by the former and a whopping
74 per cent by the latter.

To round-off this discussion on employment generation, there
are, on the basis of the above, three broad generalisations that
can be made — first, agriculture continues to be the mainstay of
employment generation in the economy; second, the absoluteand
relative (elasticity) ability of the economy to generate net new
jobs has declined significantly; and finally, as opposed to the
1980swherethedriver of net new job generation wasthe primary
sector in general and agriculture in particular, in the 1990s net
new job generation has been driven largely by the service sector.

Sundaram and Tendulkar (2001) use NSS 55th round survey
datato estimatetotal rural and urbanemployment. Their estimates
are reported in Table 11. It is worth noting in this context,
population and employment shares are significantly different.
According to the 2001 Census, 28 per cent of the population is
urbanwhereasaccordingto Sundaramand Tendulkar’ sestimates,
only 24 per cent of the employed workforce is urban. Similarly,
72 per cent of the population is rura but accounts for 76 per cent
of the employed workforce. Using data in Table 11 we see that
of the 23 million net new jobs (usual status) that were generated
between 1994 and 2004, just over 60 per cent (or 14 million) were
in urban areas and just under 40 per cent (or 9 million) in rural
areas. Thisisin clear contra-distinction with the 1980s where
the bulk of the net new jobs generated (both farm and non-farm)
werein rura areas [Sen 1996]. Therefore in another break with
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the past, in the 1990s, it is the urban economy that has been the
major driver of the generation of net new jobsin the economy.2

Finaly, in terms of employment quality, it is worth noting,
that in 1999-2000, only 13.9 per cent of those employed (usua
status) had regular wage employment, 33.2 per cent worked as
casua labour and 52.9 per cent declared themselves self-employed
(Planning Commission 2002b:39).

Whereas the percentage share of regular employment has
stayed more or less constant over the last couple of decades or
so (if anything there has been amild decline in the 1990s), there
has been a significant increase in casual labour with a commen-
suratedeclinein self-employment (Planning Commission 2002b).
Theimpact of thischangecomesthrough much moreclearly when
welook at thedistribution of net new jobsby quality. AsTable 12
indicates, in the 1980s regular employment accounted for only
10 per cent of the net new jobs and the rest was evenly distributed
between self-employment and casual labour. In the 1990s, how-
ever, the share of self-employment in net new jobs dropped
drastically from 44 per cent in the earlier period to just over 20
per cent. The decline in the share of self-employment was
compensated by an increase in the share of regular jobs (it more
than doubled) and that of casua labour.

Table 9: Employment Shares

(Per cent)

1999-2000

A Agriculture 56.8
B Mining and quarrying 0.7
| Primary (A+B) 57.5 (192m)
C Manufacturing 12.1
D Electricity, gas and water supply 0.3
I Industry (C+D) 12.4 (42m)
E Construction 4.4
F  Trade hotels and restaurants 11.2
G Transport, storage and communication 4.1
H Finance, insurance, real estate and business services 1.4
| Community, social and personal services 9.2
Il Services (E+F+G+H+I) 30.3 (102m)
Total (I+11+111) 100 (336m)
Notes: Figures in parentheses refer to total number jobs, in millions, generated

in each sector. Employment estimates are Current Daily Status
(CDS) definition of employment used by the NSSO.

Source: Planning Commission (2002a), Special Group on Targeting 10 million
Employment Opportunities per year, Table 1, p 132.

Table 10: Shares in Net New Jobs Created

(Per cent)
1983 to 1993-94 1993-94 to
1999-2000
Agriculture 51.6 1.1
Mining and quarrying 1.0 -1.4
I Primary 52.6 (40.2m) -0.30 (-0.06 m)
Manufacturing 9.6 28.2
Electricity, gas and water supply 0.8 -1.4
Il Industry 10.4 (7.9m) 26.8 (5.5m)
Construction 5.0 19.2
Trade hotels and restaurants 11.4 52.0
Transport, storage and communication 3.8 18.4
Finance, insurance, real estate and
business services 1.7 6.1
Community, social and personal services 15.0 -20.2
Il Services 37.0 (27.9m) 73.5 (15.6m)
Total (I+11+111) 100 (76m) 100 (21m)
Notes: Figures in parentheses refer to absolute number of net new jobs

created in the period in millions. Net new job estimates are according
to Current Daily Status (CDS) definition of employment.
Source: Caculations on the basis of data Planning Commission (2002a), p 132.
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In effect then in the 1990s net new job creation got polarised
between the high and the low end of the employment spectrum.
It will be recalled that self-employed households in both rura
and urban areas have consumption levels close to that of their
respective geographical averages (see Tables4 and 6 in Mohanty
(2006)). This polarisation has to be seen in the light of the fact
that, asaready noted above, average annual net new job creation
declined fromaround 7 millioninthe 1980sto around 3.5 million
in the 1990s. Therefore even as employment generation decel-
erated significantly, thepattern of net new jobsgenerated changed
dramatically, generating twin peaks—asmall but significant share
at the high end and a clear majority of jobs at the low end with
a marked shift towards urban employment.

It is well worth pointing out in this context that the declining
importance of self-employment in net new job creation impacts
OBCsthe most, particularly in urban India, because they among
all caste groups are most likely to be self-employed (Table 7).
To be sure UCHSs get affected as well, but because, of the few
net new jobs that are being created, there is an increasing pro-
portion being generated at the high end in regular employment
in urban India where UCHs are most likely to be employed,
relatively, the impact of a decline in self-employment is more
likely to be disproportionately borne by OBCs.

If regular waged employment is small, organised sector em-
ployment is even smaller —in 1999-2000 the organised workforce
accounted for only 7 per cent of the total employed. Along side
apaucity of regular waged employment isadeclinein organised
sector jobs. Growth in organised sector employment declined
from 1.2 per cent in the first period to 0.5 per cent in the second.
This decline however masks divergent trends:. private organised
sector employment rates of growth increased from 0.5 to 1.9 per
cent over the two periods. Public sector employment generation
turned negative—from1.5t0-0.03 per cent[M ahendraDev 2006].

In sum then, employment generation patternshave seen afairly
dramatic shift in the 1990s. First, there has been a significant
deceleration in employment generation with a more than 50 per
cent decline in the ability of the economy to generate net new
jobs. Second, alongside this deceleration, the driver of net new
jobs has shifted from agriculture to services. Third, as opposed
to the 1980s, the bulk of net new jobs have been generated in
urban India. Fourth, the middle has significantly dropped out
of the labour market in the terms of the generation of net
new jobs, with amarked increase in the proportion of high-end
regular jobs but with the bulk being generated in low-end casual
labour jobs.

Vi
Labour Force Attributes

Finally we turn to a discussion about labour force attributes
interm of education. As Table 13 indicates, India s labour force
remainslargely low-skilled and illiterate — on average the labour
force has four years of education; more than 42 per cent has no
education and only 6 per cent has tertiary (college) education.
Women have education attributes that are significantly worse —
the vast majority of women have no education and only 4 per
cent have college education.

In India, thelabour force participation ratio (i e, the proportion
of theworkingagepopul ation[15-64years] iseither working or seeking
work) is low even when compared with other developing coun-
tries such as China, Korea, Brazil or Mexico let al one developed
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market economies. In 1999-2000, 59 per cent of the working age
population in India participated in the |abour force, as compared
to 65 per cent in Korea and Mexico and 75 per cent in US and
Japan. The difference is largely on account of differences in
female participation ratios—i e, maleparticipation ratiosare similar
tocomparabledevel oping countriesand devel oped country rati os.
In 1999-2000, in India only 34 per cent of working age women
participated in the labour force as compared with 54 per cent
in Korea, 42 per cent in Mexico, 64 per cent in Japan and 72
per cent in the US [Ghose 2004]. Not only isthe female partici-
pationratio low, but it hasalso declined over time (see Table 5.1,
p 60 in NSSO Report No 458). Among other things, this decline
in female participation ratios has probably allowed the economy
to cope with the deceleration in employment generation in the
1990s without a much sharper increase in open unemployment.

What Table 14 suggestsisthat if one has no education or very
low levels of education the likelihood is that one will end up
either in self-employment or as a casual labourer. On average
a self-employed person had four years of education. It is aso
worth noting that the percentage of people in the category of
self-employed with tertiary education is a measly 4 per cent.
Therefore only a minuscule proportion of the self-employed
would be high income professionals.

Those in regular employment had on average eight years of
education and, equally importantly, the probability that one

Table 11: Usual Status Employment in Rural and Urban India
(In millions)

Rural Employment Urban Employment Total Employment

1994
2000

292 82
301 96

374
397

Source: Table 1 in Sundaram (2001).

Table 12: Percentage Distribution of Net New Jobs' by Quality
of Employment

Regular Self- Casual

Employment Employment  Labour
1983 to 1993-94 (72 m) 10.3 (7 m) 439 (32 m) 459 (33 m)
1993-94 to 1999-2000 (22 m) 25.8 (6 m) 205 (5 m) 537 (12 m)

Notes: 1 — Jobs as defined by “Usual Status’ employment.

Figures in parentheses refer to absolute number of net new jobs
created in the period in millions.

Source: Calculated on the basis of data from Planning Commission (2002b),

Tables 2.5 (p 22) and 2.15 (p 39).

Table 13: Levels of Education of the Labour Force (1999-2000)

Average Years No Education Tertiary Education
of Education
All 3.9 42.4 6.3
Male 4.6 33 7.3
Female 1.9 68.5 3.7

Source: Ghose (2004).

Table 14: Education and Employment (2000)
Average Years Percentage with Percentage with
of Education no Education Tertiary Education
Employed population 3.7 43.4 5.8
Self-employed 3.7 41.6 4.4
Casual labourers 1.8 60.3 0.3
Regular employees 7.8 12.7 22

Source: Ghose (2004).
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would get regular employment isthe highest if one has a college
degree. Clearly then the human capital requirement in terms of
schooling and collegeeducationincreaseswiththequality of jobs,
or to put it differently, the pay-offs from education in terms of
job quality and consumption levels are immense.

Table 15 establishes, among other things, three facts about
today’ s labour market which are germane to a the debate on the
issue of expanding reservation in institutions of higher learning.
First, the average human capita requirement is the highest for
service sector jobs. Second, the service sector has the best job
profile, in the sense that it has the highest share of regular jobs
and the lowest share of casual labour jobs. Third, and as a
consequence of the above, the probability of being a regular
employee is the highest in the service sector.

Pullingtogether thediscussion on changing employment patterns
and labour force attributes the following trends are noted: First,
the bulk of the labour force (i e, more than 40 per cent) has no
education and |essthan 6 per cent hastertiary education. Second,
the labour market is generating over time, both in terms of net
new jobs and overall employment, more casual labour jobs and
asmall number of regular employment positions and fewer self-
employed. Asaresult, alongside thistrend towards casualisation
is one of polarisation between high end and low end jobs that
is particularly worrisome because, even to begin with, regular
employment positions accounted for very small proportion of
overall employment. Third, the human capital requirement —in
terms of years of schooling —isthe highest in the service sector.
Fourth, the probability of getting aregular waged job is highest if
onehastertiary education, i e, acollegedegree. Fifth, theprobability
of getting regular waged employment is highest in the service
sector. Sixth, the ability of the economy to generate jobs both in
an absolute and relative sense has declined over time and as a
consequence, relative to labour force growth, thereis a scarcity of
jobs. Seventh, agriculture continues to be the mainstay of employ-
ment generation in the economy, generating almost 60 per cent
of al jobsin the economy. Eighth, however inthe net it produces
no new jobsandindeed intermsof absolutelevelsof employment
has begun contracting. Ninth, almost three-quarters of the net new
jobs are being generated by the service sector. Tenth, alongside a
dow down in regular wage employment, isamuch sharper slow
down in the much smaller organised sector employment accom-
panied by an actual shrinking of organised public sector employ-
ment. There has however been an increase in the rate of growth
organised private sector employment. And finaly, 60 per cent
of the net new jobs in the 1990s were generated in urban India,
in stark contrast to the 1980s where it wasrural Indiathat was the
major driver of net new job generation (both farm and non-farm).

Vil
Unequal Access and Outcomes and
the Debate Around Expanding Reservation

What all of the above suggestsis that employment generation
and labour market requirements have undergone tectonic shifts
in the 1990s and the costs of this adjustment have been borne
asymmetrically by non-upper caste populations.

Unequal access and outcomes. When we bring together the
discussion of the preceding three sections — i e, on caste-
based inequality, employment opportunities and labour force
attributes — we can quite comfortably make the following
broad generalisations. First, given educationa attributes and

Economic and Political Weekly ~ September 2, 2006

geographical distribution, an UCH ismost likely to hold aregular
job in the service sector in urban India. Second, the decline of
self-employment in the generation of net new jobs would tend
to affect urban OBCsmost and given educational attributes, they
have far fewer exit options the UCH. Third, given the changed
patterns of employment generation and educational attributes,
SCs and STs are more likely than ever to be over-represented
in casual labour employment, particularly in urban India. Fourth,
if current education attributes and employment patterns remain
unchanged, then UCHsare most likely to be concentrated in high
end service sector urban jobs and SCs, STs and OBCs are most
likely to be in low-paying casual labour jobs across agriculture,
industry and services in both rural and urban India. Fifth, re-
servation of jobs in the organised public sector used to be one
mechanism through which SCs and STs could aspire to high-
quality regular-waged organised sector employment. However
with the public sector shrinking and the private sector producing
al net new jobsin the organised sector, even this limited access
route hasbeen closed. And, finally, al of theabovetaken together
reinforce income (here proxied by consumption) inequalities
where the higher one goes in income levels the greater the
probability that it will be dominated by UCHSs.

Change, differentiation, outcomes and the agrarian crisis: SC,
ST or OBC householdsin rural Indiaare predominantly landless
labour or small or margina farmer households. Almost 40 per
cent of rural ST, 65 per cent of SC and 50 per cent of OBC
households own ameasly 0.01-0.40 hectares of land® and hence
theimpact of theinability of agriculture to generate net new jobs
is disproportionately borne by the non-UCH households. The
nature of job-creation in the 1990s also limitstheir opportunities
in terms of seeking non-farm employment, because these are
households with very low levels of education (average of <2
years, Table 15).

It is true that SCs and OBCs are a far more differentiated
category in terms of access to land [Chaudhury 2004] than is
generally assumed —they span the entire spectrum from landless
labourer and artisans to medium farmers (and now perhaps even
the odd large farmer!). In fact, in part because of the agrarian
crisis? gripping rural India, Bihar in the 1990s has seen a lot of
churnin landholding patternswith UCH landholders selling land
to some OBCs and migrating to cities [Sharma 2005]. And as

Table 15: Structure of Employment and Level of Education

by Sector
Structure Average Years
of Education

Agriculture (57.5)
All workers 100 2.6
Self-employed 54.9 3.2
Casual labourers 43.6 1.7
Regular employees 1.5 7
Industry (12.4)
All workers 100 4.5
Self-employed 36.8 4.3
Casual labourers 35. 8 2.2
Regular employees 27.4 7.9
Services (30.3)
All workers 100 5.8
Self-employed 45.1 4.7
Casual labourers 10.8 2.3
Regular employees 44.1 7.9

Note:  Figures within parentheses refer to per cent shares in total employment
(taken from Table 9).

Source: (except parentheses): Ghose (2004).
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Srivastava (2005) points out in his insightful paper on how
economic change has affected social groupsin UP, there hasbeen
a broadening of landownership across non-UCH social groups.

However, theagrarian crisis—risinginput prices, falling output
prices and non-availability of institutional credit and hence
declining profitability of agriculture — affects landholding ST,
SCs and OBCs on the one hand and UCHSs on the other asym-
metrically. Onaverage, OBClandholding sizeisstill significantly
lower than average upper caste landholdings. Thereforein terms
of asset positions, upper caste landholders are in much better
position to cope with declining profitability. Crucialy, even in
rural India, as we have aready seen, UCHs are much better
educated and have far lower dropout rates than any other caste
group and hence are much better situated to seek non-farm
employment of the sort being generated by the economy.

If the employment effects of the crisis in agriculture are dis-
proportionately borneby lower casteswith very few exit options,
then opportunities being generated by the urban economy are
being disproportionately enjoyed by UCH because of unequal
accessto education in general and higher education in particular.
Crucially, evenwhere accessisavailable, UCHsareableto better
leveragethisaccessbecausethey havethefinancial staying power
with which to complete school and college education, as is
evidenced from both the low dropout and high completion rate.6
As we have noted earlier the best jobs on offer by the market
are being generated in the service sector and the highest prob-
ability of accessing theseisif one has at least a college degree.
Among Hindusthen, employment growth has disproportionately
benefited UCHSs. In addition, whatever accessto high quality jobs
was available to lower castes as a result of reservations in the
public sector matters little because employment in the public
sector has shrunk in the 1990s.

With the declining profitability of land and asomewhat greater
democratisation in its ownership, unequal access to higher
education combinedwiththestaying power withwhichtocomplete
higher secondary or an undergraduate education then becomes
a mechanism through which UCHSs are able to maintain their
socia dominance and at the same time leads to increasing eco-
nomic inequality witnessed during the 1990s [ Sen and Himanshu
2004].7 Inasense, accessto education and the ability to complete
school/college education hasbecomethe“new” land —the source
both of power and accumulation.

Itisinthiscontext that onehasto situatethe UPA government’s
desire to introduce a quota for OBCs in public institutions of
higher learning and private educational institutions — these will
help improve access of lower castes to the upper end and the
most dynamic segments of the labour market.

Turning to the debate, Ghosh (2006) lists most of frequently
stated arguments against expanding reservation in public insti-
tutions of higher education to cover OBCs and very effectively
and cogently demolishes each, particularly the pernicious argu-
ment that reservationslead to increased inefficiency becausethey
undermine “ merit”.8 As she notes there is substantial theoretical
and empirical evidence that establishes that markets (which
implicitly value merit or so argument goes) and discrimination
can and do coexist and that this discrimination reduces economic
efficiency. Indeed as she notes, there is now a lot of literature
in economics that suggest that increasing diversity is good for
efficiency. From that standpoint, reservations, by increasing
diversity in schoolsand colleges and theworkplace, will actually
aid efficiency. She also notes that the increasing importance of

3786

coaching centresandtutorial collegesforentry intollITsandIMs
biases entry into these eliteingtitutionsin favour of UCHSs, given
that they are significantly better off (as we have clearly estab-
lished above) than non-UCH Hindus and therefore more likely
to able to afford expensive coaching.

Relative and absol ute distances. One aspect that Ghosh does not
cover in her paper is the notion popular in urban upper middle
class India that OBCs are undeserving of reservation because
they are more like “us’ (UCHSs). Somanathan (2006) says the
same thing in a more scholarly fashion when she saysthat “The
limited availabl e evidence on average outcomes of OBCsrelative
toother groupssuggestssomedi sadvantagerel ativeto unreserved
Hindus, but these differences are small in comparison to those
of SCsand STS” (p 2438). She also saysin the same article that
her own research (jointly with Abhijit Banerjee) establishes that
“SC access to primary schools was very similar to that for other
groups and there was considerable convergence for the STs. For
high schools and public goods, we found that SCs did far better
than STs ...” (p 2437).

But aswe have clearly established above, interms of education
profiles (dropout rates, completion rates), employment profiles
and relative income profiles, OBCs are significantly different
from and worse off than UCHSs in both rural and urban India
Inrura IndiaOBCsaresignificantly different from STsand SCs.
However, in urban India, which accounted for the bulk of net
new jobsinthe 1990s, ST, SC and OBC profilesare very similar
and, as we have aready noted, markedly different from those
of UCHs. We have aso established why the difference in edu-
cation profiles has been critical in determining employment
outcomes, given the radically different labour market dynamics
of the 1990s.

As Somanathan (2006) notes, it is undoubtedly the case that
both access and enrolment have increased as compared with two
or three decades ago. And equally importantly both NSS and
other data suggest that there has been significant convergence
in enrolment and attendance. Indeed some have argued in this
regard that OBCs and UCHs are not very different. In India,
however, enrolment tells us little if anything. As we have es-
tablished above, the dropout rate for STs, SCsand OBCsisvery
high in rural India and that of UCH is considerably lower. Our
data suggests that in urban India, there is a decline in dropout
rates, but it is noteworthy that they still remain significantly
higher than urban UCHSs. In addition, of course as we have noted
repeatedly, UCHs have much higher completion rates, particu-
larly in urban India. Effective schooling then remains very
unequally distributed and significantly favours UCHs in both
rural and urban India. In addition, ST, SC and OBC populations
remain significantly more illiterate than UCHs.

Sandards. Mehta (2006) rightly notes that in Indiathereis far
too much stress, in the debate around reservations, on the quality
of the input whereas the relevant measure is the quality of the
output. He rightly states that this needs much more empirical
investigation, but then seemsto suggest that in Indiaitis*relaxed
standards in, relaxed standards out” that holds.® | do not know
of any premier institution of which thisis true, but | do know
that in the place where | teach, IIM Calcutta, we have been
reasonably successful inmeeting our quota(SC/ST) requirements
(therefore qualify for “relaxed standards in”) but impose very
strict and unbending exit criteria. Therefore students (both quota
and non-quota) who do not meet these areforced to repeat ayear.
And those who cannot complete our two-year programme in a
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maximum of three years haveto |eave the programme. And there
are years when students, who have already repeated a year, do
not make the grade and therefore have to quit the programme
without a diploma. Of course, this observation might not have
sufficient heft because the outside world does not have an in-
dependent way of eval uating how strictly weimposeexit standards.

Butthereisa“ natural experiment” whichdriveshomethispoint
rather well. Given that we have been reasonably successful in
meeting our quota requirements and that every year each student
of the graduating batch seeking a job, successfully takes a job
from campus, in recent years a lot of our quota students have
been placed in private sector firms, given that public sector
recruitment has declined very sharply. Clearly, private sector
firms are under no obligation to hire our students and if they
do so it must be because they meet some independently estab-
lished performance criteria. Given that they (or quota students)
come in because of relaxed standards in the first place, it must
mean their two years (or threel9) at [IM Calcutta leads to suf-
ficient skill upgradation such that they successfully meet some
independently established performance criteria. Therefore we
should be much more wary of making sweeping generalisations
such as those by Mehta (2006) where he says “Unfortunately,
in professional schools, output testing islessstringent” (p 2427).

Another way of judging output quality and usefulness of
reservation isto look at career paths of those who receive access
to centres of higher learning because of quotas. As Weisskopf
(2004) notes, one of the most “systematic” explorations of the
career paths of students who have used reservation to access
tertiary education has been done by Patwardhan and Palshikar
(1992) who carried out a large stratified random sample among
doctors who graduated from a well known medical college in
Pune between 1971 and 198211 and studied, among other things,
career paths of doctors after their graduation from the college.
The study covers many facets, but of immediate relevanceisthe
conclusion that reserved seat candidates have seen significant
upward mobility on the socio-economic scaleand that practically
all reserved seat candidates were clearly very competent as
doctors. Indeed, they [as in, Patwardhan and Palshikar 1992]
clearly and squarely reject the widespread belief that reserved
seat studentsareunableto qualify ascompetent doctorsand hence
set up private practices. This is of course only one study, but
it is fairly detailed and systematic. Clearly much more of this
sort of research needs to be done to study postgraduation career
paths of candidates who access higher education using quotas,
but there can be no presumption that reservation isin some sense
wasted because of “relaxed standardsin, relaxed standards out”.
Quota-driven access, inequality and fairness: We would like to
conclude the paper with a brief discussion on the issue of a
“creamy layer” amongthoseeligiblefor reservationcornering most
of the benefits, and therefore in some sense being undeserving of
being provided with unequal accessto an education systemwhere
competitionfor quality higher educationisexceedingly ferocious.

First, there is sufficient evidence to suggest that reservations
dolead to anincreasein intra-group inequality [Weisskopf 2004
and references cited there] but practically no evidence to suggest
that there has been a decline in inter-group inequality as a
result. If anything, even at the very top (which presumably
should be populated by the creamy layer), our own evidence and
that of others suggests that the distance between UCHs and other
caste groups is substantial, and in al likelihood has widened in
the 1990s.
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Second, a prerequisite to be in higher education is to finish
school. And as our data suggests a majority of non-UCH social
groups do not finish school, therefore the question of utilising
guota-driven accesssimply doesnot arise. It has been established
over and over again that dropout rates are inversely related to
incomelevels. Itisalwaystherelatively better off who can afford
to enter college because it is expensive to stay out of the labour
market. Even among those who enter college, performance is
positively related with income levels. Therefore the better off
one (or one's family) is the greater the probability that one will
successfully complete a programme of study.

If oneyardstick of judging the success of reservationsisthe use
that is made of the opportunity provided by unequal access, then
by restrictingittothenon-creamy layer mightincreasethe chances
that it will be wasted because students from poorer backgrounds
aremore likely to dropout. Thereforein instituting creamy layer
restrictions, particularly in educational quotas, we should be
careful that we are not throwing the baby out with the bath water.

Third, reservations have to be seen as being necessary because
of the lack of thoroughgoing socia reform movements which
inject a degree of upward socio-economic mobility by alowing
for the formation of a middle class and an upper-middle class.
Successful reservation then allows precisely for a formation of
such aclass and helps not only in articulating its own interests
but also, as Wei sskopf (2004) suggests, providesrole-modelsfor
possible upward mobility. In addition, despite thefact of increas-
ing intra-group inequality due to reservation, the distance be-
tween them and their caste cohorts tends to be less than the
distance between them and the UCH middle and upper middle
class and therefore they tend to be little more socialy sensitive
and little less dismissive of collective interests [ Patwardhan and
Palshikar 1992 and Weisskopf 2004].

If thereisevidence of thefact that by and large the opportunity
providedtolower castesthrough quotadriven accesshasnot been
wasted and that it has led to some upward mobility, then why
isit that al evidence points to the fact that the relative distance
between lower castes and upper castes has not narrowed (see for
example Srivastava' s (2005) paper on evidence of thisfor UP)?
The short answer, which brings usto our fourth point, isthe non-
fulfilment of quotas, particularly as one progresses up the scale
of position and responsibility. AsDeshpande (2005) putsit, “[...]
the higher the representation of SC/ST, the lower paying thejob”
(p 15). She aso quotes evidence from the literature that estab-
lishesthefact that asonegoesup thebureaucratic and professional
hierarchy, a larger and larger proportion of the quota remains
unfulfilled. Indeed, as she points out the only place quotas do get
completely fulfilledisinthereservation of seatsto elected bodies.

Why do quotas go unfulfilled? The standard argument is that
they remain unfulfilled because there are insufficient number of
candidates of reasonable quality to fill up these positions, par-
ticularly as one goes higher up the ladder in terms of job-content
and responsibility. When we look at the evidence provided in
this paper about dropout rates and illiteracy among non-UCH
lower castes, it isnot surprising that there might not be sufficient
candidates to fulfil quotas. But the policy responseto that is not
todo away with reservation but towork towardslowering dropout
rates and illiteracy levels. Inasmuch as lower caste students
dropout because they cannot afford to remain in the school
system, quotas have to be accompanied by reasonably funded
scholarships if we are serious about lowering dropout rates. Or
apublicly funded compulsory high quality school education that
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provides accessto all. Indeed, if thereis one thing that this paper
makes amply clear, it is the crying need for public investment
in education at al levels — primary, secondary and tertiary — if
we have to provide to al our citizens, access to and reasonable
jobs in a changing labour market.

But one cannot overlook the fact that quotas go unfulfilled,

a least in part, because of obstructionist behaviour of UCH
dominated bureaucraci esand professionsparticularly inthehigher
echelons. As Guhan (2001) [quoted in Deshpande 2005] notes,
awhole dew of mechanismsare used to keep SCsfrom climbing
thehierarchy ladder: ad hoc and temporary positions; elimination
through evaluation processes such as persond interviews and
personality tests; and biased entriesin confidential records. Which
takes us back to Mehta' s (2006) relaxed standards out argument:
if standards are relaxed it is due to persona biases and not
institutional mechanisms and there can be no presumption that
biases work only in one direction.
Of social and economic inequality: Finaly, there is a need to
distinguish between economic and socia inequality. Social
inequality is the result of discrimination perpetuated by institu-
tional structures that over centuries have denied the possibility
of areasonably human existence. This then leads to a deficit of
what Velaskar (1986) [whose work has been discussed in
Weisskopf 2004] calls “cultural capital”. Cultural capital isthe
ability to use knowledge, gained from praxis and contemplation,
to both understand the world around uswell as articulate aworld
view that defines our identity.}2 All communities therefore
accumulate cultural capital. But in a hierarchical and discrimi-
natory societies such as ours, certain kinds of cultural capital are
privileged over others because certain groups had access to
society’s accumulated knowledge (through education that was
denied non-UCH) and use that to both comprehend reality better
and also learn how to leverage knowledge as a mechanism of
power. The denial of cultural capital and the lack of access to
education then inhibit in many ways our ability to deal with
knowledge and leverage it. And this cultural capital takes much
longer to build up than convergencein income levels. Therefore
it is not fair to think of a poor SC, ST, or an OBC and a poor
UCH as being similarly situated, just as a middle class SC, ST
or many middle class OBCs and middle and upper middle class
UCHSs inhabit different worlds.

Therefore Deshpande and Y adav’ s (2006) proposal for a disabi-
lity measurethat combinescasteinequality withincome inequal ity
conflatestwo very different sets of issues and two very different
kinds of inequalities — one involves centuries old institutionally
perpetuated discrimination, resulting in denial of access; in the
other, lack of accessisaresult of lack of income, more than likely
due to random market phenomena. And in our understanding
thereforecombiningthetwo, both conceptual ly andethical ly, misses
theentire point of having caste-based reservations. Thepoint is not
that thelatter lack of accessshould not beaddressed and corrected,
but just that these two must not be conflated and equated.

Conclusion

All evidence points to the fact that lower caste consumption
level shaveimproved andthat therehasbeen somedemocratisation
of land ownership in favour of lower castes. Despitethis, upward
mobility of lower castes in the 1990s has been stymied by the
agrarian crisis on the one hand and changing labour market
dynamics — which privileges educational attributes that lower
castes relatively lack — on the other. As a result, the relative
distance between them and UCHs remains unchanged if not
wider. It is for al of these reasons and to ensure that there is
some modicum of upward mobility for segments of our society
that have long been discriminated against, that quotas for non-
UCH Hindusacrossall institutionsof higher learning (both public
and private) become necessary, nay essential. And to ensure that
quota-driven unequal access does not become another tool in
perpetuatinginequality, wealso havetoinvest inreasonably good
quality, compulsory school education for all. As Mao had said
long ago, one needs a policy of walking on two legs. El
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Appendix
Table Al: Rural Literacy and Education Profile by Religious Groups

Hinduism Islam Christianity Sikhism Jainism Buddhism Zoroastrianism
Illiteratel 443 479 263 385 153 343 351
Literate! 557 521 737 615 847 657 649
All 1000 1000 1000 1000 1000 1000 1000
Dropout rate? 80.2 87.3 76.8 72.9 60.2 81.9 66.3
Completion rate? 8.4 4.4 9.4 9.3 24.4 7.8 23.3
Notes: 1- Per thousand distribution of persons aged 7 and above. 2 — Percentage of literate persons aged 7 and above.

Source: Calculations on the basis of Statements 3, 5R and 5U in NSS Report No 473, Literacy and Levels of Education in India, 1999-2000.

Table A2: Urban Literacy and Education Profile by Religious Groups

Hinduism Islam Christianity Sikhism Jainism Buddhism Zoroastrianism
Illiteratel 189 302 89 165 46 193 45
Literate® 811 698 911 835 954 807 955
All 1000 1000 1000 1000 1000 1000 1000
Dropout rate? 57.3 74.4 50.5 48.0 38.9 71.4 30.2
Completion rate? 25.3 12.5 30.1 32.2 42.1 13.5 43.6

Notes:

1- Per thousand distribution of persons aged 7 and above. 2 — Percentage of literate persons aged 7 and above.

Source: Calculations on the basis of Statements 3, 5R and 5U in NSS Report No 473, Literacy and Levels of Education in India, 1999-2000.
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Smita Gupta, Sudip Chaudhuri, Sushil Khannaand VN Reddy for comments
on and discussion around an earlier version of this paper. Unfortunately none
of the above is implicated in any sense in the outcome.]

1 In calculating the dropout rate in this manner, we have included some
part of the 7-14 age group population who may actually be continuing
in school rather than have dropped-out. To that extent it overestimates
dropout rates. Table 6 of NSSO Report 473 estimates age-wise break
up of the population and their education attainments. Almost 20 per cent
of thepopulationinrural Indiabel ongstotheagegroup 7-14. Approximately
18 per cent of the urban population falls in that age category. In Rural
India 26 per cent of the 7-9 age group is illiterate and 21 per cent of
the 10-14 agegroupisilliterate. In urban Indiathe respective percentages
are 14 and 9. Of the remaining literate population in that age group
some might continue in school and some might dropout. Table 31 of
NSSO Report 458 gives age-wise distribution within households
according to consumption classes. For both rura and urban India it
suggests that the lower the consumption level the higher the share of this
populationinhouseholdsize. For example, inthebottomthreeconsumption
classesin rural India, the age group 5-14 accounted for between 29 and
33 per cent of household size. In the top two consumption classes they
accounted for between 15 and 18 per cent of household size. In Urban
India the respective percentages varied between 28 and 32 per cent and
between 13 and 15 per cent. As we already established, non-UCH
households among the Hindu population are clustered disproportionately
at the bottom end of the consumption profile. In addition, asthe National
HDR 2001 suggests (p 51) dropout rates increase cumulatively with
education levels and are inversely related with income levels — the
wealthier ahouseholdisthelower the dropout rate. Given all of theabove,
despite the fact that some of the 7-14 age group included would be
continuinginschool, distancesbetween castegroupsintermsof educational
profiles do not alter and therefore none of the broad inferences drawn
below are vitiated.

2 It isimportant to also note that this urban economic growth of the 1990s
has had littleimpact on rural growth and employment generation. As Sen
and Himanshu (2004) note, “[...] many urban areas failed to offer either
linkage to their rural hinterlands or escape for the rural poor” (p 4371).

3 SeeTable4, p22,inNSSReport No 469, Employment and Unempl oyment
among Social Groups India, 1999-2000.

4 See Patnaik (2003) for a discussion of the agrarian crisis in India and
the relationship the macroeconomic policy regime and the crisis.

5 Sen and Himanshu (2004) have established that low growth rural areas
were characterised by limited mobility from theseto urban areas (p 4371).

6 AnNSSO survey of 1995-96 (quoted on p 56 of the National HDR 2001)

reportsthat the dropout rate (defined differently from our definition here)
increases cumulatively with levels of education. The survey also pointed
out that the dropout rate was the least for those of in highest expenditure
class and the highest for those from the lowest expenditure class of
households.
It is worthwhile quoting them on this. In concluding their detailed
study of poverty and inequality in the Indian economy, Sen and
Himanshu note“[...] abig picture appears quite unambiguously: that
the 1990s was the first post-independence decade where economic
inequality increased sharply in al its dimensions’ (p 4371). And what
we have sought to establish in this paper are reasonswhy, among Hindus,
it was the non-UCH lower castes that got trapped at the bottom of
that pyramid.

8 Weisskopf (2006) is also avery nuanced review and critique of positive
discrimination policiesintheory and practice, and why thesemight remain
among the more effective ways of helping disadvantaged communities
integrate with the social mainstream.

9 To be accurate Mehta (2006) says “But some studies suggest that
institutions do not exactly contribute to improvement; relaxed standards
in, relaxed standards out” (p 2427). Mehta of course does not think it
necessary to reference the studiesthat have reached theabove conclusion.

10 It is important to emphasise that non-quota students also complete the
programme in three years.

11 It is worth noting that the college already had OBC reservation by
that time. Therefore seats were reserved for ST, SC, OBC and the
Vimukta tribes. Hundred respondents were sampled, of which 74
(including 34 from OBCs) were from the reserved category and 26
from the unreserved.

12 This is our and not Velaskar's definition of “cultural capital”.
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