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Abstract

For the rural ecconomy of India, charactcrized by growing
uncmployment and povorty, the labour intensive cconomic
activitios likoc Khadi and Village Industrizs arc decmed

to assume grcater rcloevance than cver., But the past

trends of gertH af this sector rocvoal thét the pace of
employment gencration is largely detocrmined by the external
support it recccived than its.internal viability. This
‘paper brings to light that the low tocchnology base has been
responsible for the above pheonomenon., The stagnation in
@h@_tcchnology basc has alsa boen responsible for a mcagre
%ﬁﬁehcmmcnt in the roal wagc carnings aof the workers

engaged in Khadi and Village Industrics.



EMPLOYMENT GENERATION AND TECHNOLOGY
FACTOR IN KVI SECTOR: PROBLEMS AND
FROSPECTS '

- TR Moulilk
P Purushotham

According to a recent astimate, every second person in the
rural areas of Incia lives below poverty line. A look into
the past reveals that this preoportion has been growing fast.
Rapid growth in thsz proportion of landless labourers and
tenant farmers and the declining rescurce base of small and
marginal farmers has contributed to this distréssing
phenomencn. As a result, all of these people are competing
for scarce employment avenues and incomes in the country
sides, It is clear by now that cven a radical land reform
cannct solve the poverty problem becausz of the immense
pressure on the land. Thereforc, more and more people need
toc be shifted from agriculture to non-agricultural

occupations.

To this end the Khadi and Village.Industries sector which
has the potentiality to gonerate cmployment opportunities
at a low capital outlay, by harnessing the existing skills
of village artisans, offers a propitious alternativp. The
relevance of this scctor in our economic developmcnf can
also be traced to its capability to 1) provide work oppor-
tunities to peoplc at their own habitaets, thus preventing
the job motivated rural-urban migratioh,'Z) retain self-
employed character of labour force in the enterprise,

3) offer flexible work norms and 4) ensure the univérsal

participation of family members in the enterprise,



The prcsent paper attempts to examine the trends in the
operations, particularly employment generation, in the
sector nnd sceks to identify the factors underlying these
trends. The data base of this paper is limited to the
secondary scurce viz., tho publishecd information of Khadi

and Village Industrics Commission.
THE KVI 3ECTOR AND ITS GROWTH

Khadi and Village Industries (KVI) scctor compriscs of a
number of cottage and bousehold industries, Prominent among
them ares Khadi (hand spinning and hand weaving), ghani eil,
Kandasari, cottage match, village leather, village pottery,
palm gur and saap manufacturing., The others include
carpentry and blacksmithy, hand made paper, gobar (methanc)
gas, fibre, beekceping, lime manufacturing énd some forest
based industrics. However, of all these industries, Khadi.
alonc eccounts for about two-fifths of the total opecrations

of the scctor.1

To promoté and deovelop thesc industries, a wide net work of
institutional basc has been built in the country. The
structure of this nctwork composcs Khadi and Village
Industries Commission (KVIC)} - at thc apex lovel, State
Khadi and Villagce Industrics Hoards {SKVIBs) - at the

middle level, and registerad'instituticns and coopecratives -
at the grass-root (opcratiocnal) level. The KVIC has been

assigned the role of policy formulation while the SKVIBs
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Tabhla 4

The Growth of K.V.I. Sactop

Rs._in lakhs

S. Variablaes/ PLANS

No. operations 1st 2nd 3rd Annual 4th 5th

1. Working_insti- 304 12499 20423 20772 24416 27785
tutions (in No.) (4011.51)  (63.40) {1.71) {17.54) {13.80)

2. Average anmnual 994,63 3542.04 6706.22 9552.92 12674,17 21202.43
production {256,12) (89.33) (42.45) (32.67) (67.29)

3. Rverage annual 373.78 2204,82 6021.31 8370.42 11802.,99 21513,.67
sales (489.87)  (173.10) {39.01) (41.01) (82.27)

4, Avarage annual 2,06 5.28 7.27 6.16 S.74 7.13
employment (in (156.,31)  (37.65) (-15.31) (-6.75) (43.58)
lakhs gf man
ysars)

Notes 1) Data relating to employment hae bgan computed by assuming six

part timars as equivalont to ons full timer in Khadi industry;
for othor industries this ratio was taken at 451

2) @ at tha end of sach plan

3) Figuros in parsathosas rofzr to percantago changs over pracading
plan liazvols,

Source: Annual Raports of KVIC



have been envisaged to provide limcal institutional suppart
in implementing these policies. Registercd institutions and
cocperatives arc to cxecutc these policics and rolateod

Programmes,

The role of rcgistcred institutions and caoperatives are in
fact extremely crucial in the sense that it is both functional
as well as developmental., Their devolopmental opeorations
include updating the techndlogy base, training of workecrs,

product design and development and market exp ansions,

For thc most part, the sector draws its financial support from
the resources carmarked under the five year plan allocations.
The scctor has alsc been prdvided with various fiscal

concessions and market support by the govarnment.2

During the past plan pericd, the sector registered varied
rates of growth., On the institutional frént, the growth
performance of the sector has been substantial in the garly
Plan period., Betwcen the ¥irst and sccond plans thc number
‘mf working units in the scctor rose Trom 304 to 12500 - an
increase by cver 4000 per cont.  This pace doeclined substan-
tially_fn 63 per cent inm the third plan and further to mere
two per cent during the annual plans., The fourth and fifth
plans too witnessed a2 modest growth of 18 and 14 per cent

respegctively in the number of warking units,



Praoduetion too inmcreasced phenomenally in the initiel plans.
The average amnual produstion rose by about 256 per cent

from Rs 995 lakhs to fs 3542 lakhs butweon the first and second
plans. In thc succceding plans, this pace siowed déwn Yo

89 nor cunt in the third plan, to 42 per cont during fhﬂ
annual plans and furthor to 33 per cent in the fourth plan,
This treond recovared, slightly (67 per cent), only by the

fifth plan.

Sales alsoc kept pace with the production trends. The annual
sales incrcascd by about 490 per cent betweon the first and
second plans. This percentage declined to 173 in the sccond
plan., However, as it could be scen from table 1, the successive
plans could not maintain this pace, In fact, the rates of
growth accomplished during the annuzl plans (39 per cent) znd
the fourth plan (41 pcer cent) wore four times lower as com-
paraed to that in third plan. This tendency recovercd modestly,

albeit, during tho fifth plan (82 per cant).

The employment data in the scctor refer to tws broad classi-
fications., These arc 1) full timecrs - thosc employed for

" 273 or morc days in a ycar and 2} part timers -~ employed

for lcss then 273 days.a For the prescent analysis, it is
Vassuméd, on the basis af a crude wage sarnings potential,
six poart timers as cquivalent to onc fulltimer in khadi

industry., For other industry groups, thec ratio4 was assumed



to be 431, On the basis of theso assumptions, thore were
about two lakh workers cmployed in a yecar during the first
plan. Theo nﬁmbcr of thesc workers incruze:d by about 156

per cent in the socond plan and furthcr by 38 per econt in the
thira plan, But this trend deelined during the annual plans
(=15 per cent) and the fourth plan (-7 per cent). Tt
recovered only in the fifth plen with the number of workcrs
increasing by about 44 per cent. Yet, the level of cmployment
attained during the fifth plan did not rcach the corresponding
level sct in the third plan. Data pcrtaining to the other
operations such as profit/loss and the grants and lozans

disbursed to thc scector are roported in appondix 1,

To sum up, the numbcr of working institutions, production,
salcs and cmployment in the sector showed a substantial rate of
growth during the first and second plans. In the third
plan,toc, the growth of thesc operations had been fairly high.
But thc trend rceeoived o set backlin the =nnual and fourth

plans, It recovercd only during the fifth plan,

EMPLOYMENT GENERATION

The forte of KVI scetor is its potential to generate cmploy-
ment Gﬁportunitics to pcecople. * However, this objective has

Sean accomplished throughout the plan periods at a 'cost!
factor or a reosource drain, These 'costs' arc: grants,
operational losscs, opportunity cost of loan funds made availa-

blc and various fiscal conccssians providod to this scctor.



A bricf explanation of thesc cost factors as considorod in
the paper is nocessary. hbrants are usuélly given for two
purposcs: Tirst, to meet th. evxpenditure for rebates and
subsidics which accounted for ovecr 80 per cont of total
grants disburscd5 snd sccond, to purchasc improvoed cgquipmont
and tools, trainm labourcrs and provide sced capital to
woskur artisans. According to tho KVIC, the beonefits of
grants given for rebates and subsidics go to the consumcr in
the form of low price. Yet, these arc to bc sonsidercd
esscntislly as a resourcc drain incurred by the secctor for
its sﬁatcnance? The Dpcrafional loases included here woere
derived by deoducting production eosts from sale procceds.
Since the luans advaenced to this soctor are interest freec,
an interest ratc equivalent to Bank Ratec has becon assﬁmed

as opportunity cost. However, the fiscal concossions
offered to this scctoxr could nat be included in the abave
tcost' factors, This is bocausc it is almost impossible

ta estimzte them, at any rate of precision.

. The sum of thesc ‘costs', rcported in teble 2, gives the
'cast of cmpleyment gencration', Since all these ‘caosta!?!
arc met aut of the fimancial support ocxtended to this
soctor under plan allocations, they can as wcll bc termed

as the resource support provided for gencrating employmoent,



Table 2

Cost of amployment and wage income gonorztion
' in KVI Soctor ‘

Plan Cost of Pcrson Cost por Wago Cost
Employmont yoars parschn carmings poFE rupeo
Ganeration omployad yoAar {1akhs oPfss} af wagae

{1akhs of Re) lakhs amployad Rse Ra, gencration Rs

No. (23) {2~4=5)

T 2 3 4 5 8

1st 2255,.34 .18 365.04 1343.93 1.68

2nd 9988 .07 26 .40 378,34 6191 .89 1.61

3xd B376.21 36 .34 230.50 181.16 0.75

Sanual 6310.70 18.47 341,67 7696.95 a.82

4th - 8414 .88 28,72 293.00 16445 .40 0.51

5th 7476 .32 28.52 262.14 25985.02 0.29

Sources Computed from basic data given in tha A nnual Roports of KVIC



It is obscrvocd from the foregoimg table that the scctor drew an
extoerrnal rescurce support (a@as doefined above) of B 370 1o
genocrate/sustain o job duriny the first and sccond plans.

This amount dceclincd tc ks 231 in the third plan, It however
showed an upward trend during the annual plans. But tho
following plans showcd declining trend inm this roegerd. However,
thesc computations can be accepted ocnly at the risk of ignoring

the inflaticnary impact.

Morc impcrtant heorc would be to cxaminc the wage carnings.,
Wages, as a ratio-against the abave 'cost of cmployment genera-
tioﬁ' would revcal, procisely, with 2 built-in adjustment for
inflaticn, the money spent to gencrete a rupcce of wage income.
During:the first and sccend plans, for cvery rupec of wages
gencrastocd, over B 1.60 weas additionally spent to sustain the
jobs. However, it should:bemcallod here that these costs do not
have any capitel commitment to thoe scctor; nor do they asccount
for prime cests in tho production operations. Tho ratio
doclined to Q.75 and D.82 in tho third and annual plans.

It further declined to 0.51 in the fourth plan and to 0.29

in the fifth plean.

The trends in the cperations of the sector, particularly
omployment geoneration, vicwed against the above cost Tactors

(resource support) brings to light a significent revelation.
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The reductiaon in the rosource suppart scems to have resulted
in thc downward trend of employment and poor growth in produc=
tion and sales ?ram the third plan onwards. In other words,
the scctor could not koep the carlicr Face in its operational
growth, particularly on theo amployment front, duriag the
latter plan perind when the magnituda‘of external support was
curtailed, This also indicates that tho sector did not ]

grow beyond its incipicnt stage and build up its viability,
This is evident from the data on productivity and the related
vai.ables such as value addition and nect surplus generated

by the secter (table 23).
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For instance, worker productivity (2t 1960-61 prices) in

the sector rosc by about 19 por cent botwecn the first and
second plans, It again incrcascd by 10 per cent in the
third plan, by 19 por cont in tho annual plans and further
by 16 per cent in the fourth plan over their rospective
preceeuing plan lovels. However, in the fifth plan, this
productivity declined hy about 16 por cent. Notwithstanding
the above growth in the productivity, the scector made, so
far, littlc headway in 1) contributing to the economy in

the form of value addition; and 2) buildiné its ecconomic

Viability ..

Vicwed against the opportunity cost of Fﬁnds-(loans)
ﬁrovided to this scctor, its contribution to the econaomy
has boen negative till the ond of the sceond plan., During
the first and sccond plans, the value addition-opportunity
cost ratic turncd out to be -23.41 and -9.73 respectively,
In the Fhird and annual plars this ratio turncd out at 9.99
and 7,80 respectivuly. The successive plans saw only a
modest impfovument in this ratio (12.39 in the fourth plan

and 13.59 in the fifth plan).

Qn the viability front, thc picturc has been more distrecssing.
Till the end of the fourth plan, the seector gcnarafsd ncgative
~returns., In thp first plan, the surplus-opportunity cost
ratio turned out to be -66.40. During the sccond plan this

ratio, howocver, camc down to =33.48. It again doclined to
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around -t2 per cent during the third and annual plans and
further to -4.,31 during the fourth plan. 1%t is only by
the fifth plan that this ratio (0.99) turned out to be
positive. Thus, the sector's operations did nat reach
the breakeven paoint, at all, till the beginning of the

fifth plan.,

The trends in the wage ecarnings of workers in the sector

Are more worrying. The real wages (deflated by the
Wholesale Price Index, 1950-41 = 100} declined from R 277

g year in the first plan to R 257 a year in the second plan,
a fall by about seven per cent. In the third and annual
plans, too, the real wage easrnings declined by about twe

and seven per cent'rsspectiVDly cver the first plan lzvel

(tables 4).
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Table 4

Annual Wago Earmings of a Worksr in

KVT Sector
Plan Abscluta Ocflatad {by wholasale prics
Wagos index 1960-61=100) Wages
Rs. Rs, % Changaz ovar
1st plan
1st 217.46 276.50 -
3rd 307 .60 270,30 ~2.24
Annual 416,73 258 .48 -6,52
4th 572.61 208,73 4,42
5th 911,47 2B2.82 2.29

Sourco: Computod from the basic data given in KVIC Annual Riaports.



15

This trend recovered only by fourth plan with real wage
earnings reaching the levcl of R 289, Theseo wages have

again declined, marginally, to Rs 283 during the fifth plan.

Thus, whatever cenhancemzrnt has been achieved in the
productivity in the scctor was too inadequate to more than
offset the inflationary impack, strengthen its viability and
increase the wage carnings of the workers in any appreciable

measures,

TECHNOLOGY FACTOR

Outmoded and far less efficicent technology base has been the
backdrop against the low productivity andethe poor growth of
the scctor. It was also responsible for the stagnation of
wage scale at a low level., Yat, not much has beecn done to
update the technology in the szctor. For instance, over 80
per cent {see table 5) of spinners still operatec on tradi-
tional and Ambar charkas. These charkas, as comparcd to the
New Model (NM) charkas, arc ten times less productive, What
is mere, yarn spun on thesc tharkas qualify for a low count.
And a spinner on thesec chark as earns less than one rupce a

day, at current prices,
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Tabla &

Spinnar population and th2ir apnual
wage sarnings inm cotton khadi industry
during tho fLifth plan

Spinnars im Q00 parsons
Wages in rupoas

S.No. Spinnar 197475 1975-~76 1976~77 1977-78
groups No. Poer Work- No. Per No . Par No. Por
a1 wagus Worker Worker Yorker
waneg wagas Wa300s
1 Traditional 447 60 442 BY 450 80 431 91
chaka (74,35) {74,41) {79.09) {72.19)
2 Ambar charka 06 152 43 195 42 277 71 140
(13.13) { B.50) { 7.30) (11.80)
3 New Modol 76 154 75 299 74 %29 a7 402
cha rka {11.60) {(13,13) {13.01) (14.57)
& Total 655 122 571 121 569 128 597 146

Nota: Figures in parsnthosos indicato parcontage to total spinnors

Souress Annual Raports of KYIC
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Tablc 5 would give morc detcils in this regaerd.  As long
pack s in 1957 Professor Amartya SDnT pointed ocut that

for avery rupcee of wage paonings gencratcd on Ambar charka,
2z net cdeficit of B 0.91 wss incurred by the industry, not

to speak of ftraditional charka. In the village pottery
industry, about 85 pecr cent of the artisans still work on
traditional potter~wheels. These traditional whecls, as
comparcd to the improved ones (with ball beerings)}, are less
safe, less productive,. unwicldy to operate and much inferiox
in controlling the product quality standards. In the ghahi
oil-industry sver 30 per cent af the ghonis wsed are still
of traditional type. These ghenics, due to their low
pil-cxpelling ratio, arc less productive tc the workers and
unceconomical to the indusiry. The othor village industrics

too have a low technalegy base,

The meagre proportion of funds utiliscd for rescarch and
doevelopment and capitel oxpoenditure purposes bears a clear
testimany to this imprudence ftowards updating the technology

(tablc 3).
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Table

6

Purposewige utilisation of grants

in Khadi industry

Fs. in lakhs

S.Mg. Purpose of PLANS
UJtilisation

1st 2nd 3rd Brinual 4th 5th

1. R& O .34 7.23 26.63 15,01 10,34 25.64
{0.12) (0.28) {0.74) (0.65) (0.585) {0.84)

R Capital 5,20 442,04 233,70 85.92 33,05 40.42
- {1.16) {17.08) (6.46) {3.74) (1.12) {1.32)

3, Total grants 275.56  2587.78  3615.80 2295.68 2955,76 3053.0¢

Figurss in parentheses rafar to percentages to total grants

Source: Gtatistical Abstract of Khadi & Villaga Industrias
and Annual Reports of KVIC,
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For instence, during the first and scecond plans less than
0.30 per cont of the grants was utilisced for rescerch and
development in Khadi industry., In the subscquent plans this
percentage scarccly crosscd the mark of 0.85, Theo proportion
pf grants utiliscd for cepital outlays too roveal a similar
phenomenon. During the first, faurth and fifth plen periods
barzly one per cent of theo grant funds was spent for capital
autlays., In the third and annual plans this proportion was
in the range of 3,75 and .50 per cent. The second plan,
when over 17 per cent of grants utilisod for cepital expendi-
tursc, scem to be the lonc oxception to2 this pattern.
Throughout the plan periods, the lean funds wore utiliscd,

for the most part, towards working capital rcguircmonts,

Even with thec present magnitude of the funds, & considerable
propozrtion of traditional equipmont could be modernised.

What is needod is a 1ittle chenge in the present policy of
funds utilisation., For instance, instead of making use aof
grants far rcbétcs and subsidizs, in 1977{~T8 alone, over

60 thocusand traditional charkas could nave been replaced by
twelve spindlce @M charkas. Such attempt would have incrcased
the wage earnings of an egual number of spinners by morc than

thrcce folds. Table 7 is sélf—explanatury in this regard,
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IT these NM charkas are assumcd to have a lifec of about 12
years, the cumulative returns would be substantisl. The
above hysothotical choice of funds utilisavion could have
also reusulted in a toen fold enhancement in the worker
productivity, from thrce hanks of yarn per worker per day of
cight hours on traditional charka to 32 hanks on NM charka.
And, at this ratc, over AD.pcr cent of traditional charkas
could have been replaced with NM charkas in fifth plen alonc.
Then,does it mecan thet therc would bo no ncod fop rchates,
ence the technology basce is improvedy The necessity for the
‘precsent rebetes can bz tracod to the high per unit cost of
production and low quality of tho product in the scctor,
Technolagy improvement, undoubtcdlg, brings about an ehhanco-
ment in productivity and turnover - thus-lowﬁring the per
unit cost - on tho one hand end improvement in the product's
quality an_thc other. The scector, thus, could, in all
probabil’ties, do away with thc losses and hence rocbhates,

If nat, it can at lzast cut down its operatiomal losses in
substantizl moasurcs., As such,~tha present reosource utilisa-

tion pattern scem to have a high opportunity cost within the

sactor.

This, however, does noct moan that the sector necd noct bo
provided with additional outlays. What is meant herc is

that at lcast for another decade, technology development
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should receive the highest priority in the sector.
Otherwise, it is highly doubtful whothoer this sector would
be able ta maintain the prasent'lcvcl 3 f wage carnings of

the workers.

CONELUS TON

The rapid growth in the proportion of landless labourcrs
and declining resource basc of small farmcrs has been
throwing several millions of peoplc below poverty line.
As a2 result, the competition emong these peoplc for
scarce employmont avenues in the country-side is growing
ever ficrce. In this end, labour intensivc industries
1ikc Khadi and Village Industriss arc vicwed as antidote
to the ﬁroblum of unemployment., But, the past trends of
this scctor indicate that as long as its technology baée
romains poar, with tho resultant low productivity, it could
make little progress in building its viability. Fu%ther,
it continues to depend, prescariously, on the external
support to gencratc and sustein the jaobs. The rcal wages
of the workcrs haoave romaincd stagnant at a lowvlevcl,
cven after scveral YEArsS. But, with a slight chenge in
the present recsource utilisation policy, an.appreciablé
propartion of traditional equipment can be updated.
Howgver, with the incréasing hopaes on this scctor for

goenerating employmentg, it nceds considerablec additional
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rcsource support in fulfilling this objective. Such a
resource support is also impoerative to enhance the level
of wnge carnings of workers, through the improved
technalagy ond dncrocascd productivity,

(This paper is an autcome of a rese

i arch j
on the transfer of tachnology faor Piojest undertaken

rural development)
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However, with the inclusion of new industries, the
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Khadi and Village Industrics Commission, op.cit,

PP 49-50. The ahovc claim of KVIC is bascd on a
fallacy. It is a simplc lobjic that if the consumer
is not preparod to purchase the scctor's product at a
price that offscts the cost of production, the per
unit production cost in the sector is higher than the
markcet {(equilibrium)prico; honce the need for rebates
and subsidics,

-Amartya Scn, 'Choicc of Techniques!, Oxford, Basil

Blackwell, 1962, p. 117.°

Estimated on the basis of the number of workers
engaged in the pottery industry and the improved
potter-wheels distributed to them,
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Plan, 1978-83, Vol III, p 132, table 2.
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Appondix 1

Op3rations of KVI Sucter

Rs. in lakhs

S.Na.  Op:ratioral/ PLANS

Variabla

1at Znd 3rd Annual 4th 5th

1e Production 2983.80 17710.18 33531,11 28658.75 63370.83 84809.71
2. Salos 1121,34 11024.12 30106.55 25111.25 .58014,93 86054 .68
Je Frmfit/ioss -1862,56 +6686.06 -3424,56 -3487 .50 ~4355,30 1244.97
4, Disbursamant

a) Grants 377.02 3353.,49 4571.37 2488,83 3316,30 3828,.08

b) Loans 453,81 5009.27 7354.65 3435,75 3945,84 6513,79

Total Disg. .

bursomont 830,43 B362.76 11826.r2 5924 .,58 7262.14 10341 .87

Source: Annual Raports

of KVIC,



