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INTRODUCTION



Poverty amidst plenty in the world is the biggest challenge. At the start of the new century, poverty remains a global problem of huge proportion.  Off the world’s 6 billion people 2-8 billion live a less than 1 US$ a day. Future geographic change will add to the challenge of poverty. In the next 25 years, roughly 2 billion people will be added to the world’s population, most of them in developing countries.



To meet this challenge we need a three-pronged strategy: -

Promoting opportunity in expanding the economic avenues by stimulating growth resulting in livelihood and assets. 

Facilitating empowerment, strengthening the participation of the poor and the marginalised in the development process and facilitating wider choice.  

Enhancing security: - Reducing the vulnerability of the poor to ill health, economic shocks, crop failure and natural disaster by promoting social protection finance. Of all the development interventions micro-enterprise has a proven track record of building economic and social capital with low transaction cost.



The basic purpose of employment is enhancement of income and alleviation of poverty. But the two are not always related. The poor are not necessarily unemployed and all unemployed are not poor. While employment is a phenomenon related to an individual, poverty is a household phenomenon. Unemployment and poverty may not always be co-terminus. Employment to the extent it brings in positive change in the household income is a good beginning. Generally micro-enterprise meet these important criteria too. 



CONTEXT



Economic development in the two by third (2/3) world has not lead to the predicted absorption or displacement of micro enterprise, even in countries that experienced industrialization much faster. With population growth, migration to the cities, large manufacturing is not able to create enough jobs to absorb the rapidly increasing supply of labour.  Micro enterprise through micro credit has become a major income generating strategy for the urban and rural poor.  The increasing number-of women who are economically active for lack of stable livelihood activities are turning to micro-enterprise.



They have difficult access to reliable lenders, cannot provide credit to its customers, because the micro entrepreneurs sell their products, outputs immediately in order to meet their daily living expenses.  Here the role of micro credit is important, as it available as doorstep with the least transaction cost.  Women's access to credit is more limited than men and here also the contribution of micro credit is very important.  Micro enterprise is such as economic activity in which the separation of household, livelihood and the market economy is blurred.









INDIA - THE NEED FOR EMPLOYMENT



India is one of the earliest civilizations with a proud history.  It is one of the world’s largest and most heterogeneous countries.  Prior to independence (1947) India suffered frequent, devastating famines and stagnation.  It has successfully eliminated famines and severe epidemics.  It has made progress in reducing poverty and its vibrant democracy and free press have been major factor for these achievements.  Since 1980s India’s 5.8% per annum trend GDP growth rates is the highest among large countries outside East Asia.  Balance of payment issues and fiscal crises were also successfully met. 



India has a population of 1 billion people, which is growing at 2% a year. Generating productive and reasonable livelihood for its growing population is one of the most urgent concerns. The number of unemployed has increased from 20.13 million in 1993-94 to 26.58 million in 1999-2000.  In fact, it would have been much higher but for the heavy deceleration in growth of labour force from 2.43 to 1.3% per annum.  Major source of employment is unorganized sector including self-employment and small businesses.  Any further strategy to improve the condition of the poor and livelihood has to address the labour market issues resulting in sustainable livelihood.  Only 9% of the workforce are in the organized sector.



Capital is scarce, mobilization of investable resources at reasonable cost and there allocation in a manner that yields the best return and efficient management of these resources are critical issues in growth, poverty reduction and the creation of livelihood.  Micro finance by providing reasonable access to finance with low transaction cost meets these criteria.



Historically poverty alleviation program bases on employment creating livelihood has worked effectively, as non-poor people do not come forward to accept the low wage jobs or micro enterprises.  Thereby creating livelihoods, micro finance and enterprise are self-targeting and self-liquidating ones as people move one to an another level.



To achieve full employment, India must grow at 10%. The employment in agriculture, which allocated for almost two thirds of total employment in India, has stagnated. The growth of urban employment in the formal sector grew at 2% year. Only urban informal sector has been growing at a faster rate of almost a 6% year and the sector accounts for 15% of the total employment. It brings with it the social problems of migration, urban growth and the lack of inadequate infrastructure.



By 1995-96, the Indian economy had gone through five years of liberalization and structural adjustment. It was also the year, that the overall annual economic growth rate rose to a healthy 6.6%. The task before the nation is therefore to generate 12 to 13 million livelihoods a year if youth/adult unemployment is to be removed. A vast majority of these livelihoods has to be in rural India. 



In the 90’s India and China had roughly the same GDP per-capita. India’s current GDP is only half that of China and India’s growth is sliding back to its Hindu growth rate, while China is experiencing 10% growth. Unless GDP do not grow at a faster rate, India could face unemployment as high a 16% by 2010, even if the monsoons are regular.  Such is the situation that the jobless and penniless rural youths in bankrupt, Assam  (an Indian state) have come together for a common case for selling their kidneys.



INDIAN EMPLOYMENT SCENARIO



Indian economy have three types of sectors, Modern sector with a production process, resembling those in modern economies provide 24% of employment and 47% of output. Transitional sector provides 16% of employment and 27% of output and agricultural sector provides 60% of employment and 26% of output. Transitional sector consist of those informal goods and service consumed by growing urban population, street vending, domestic service, small scale food processing etc. Transitional businesses typically require elementary skills and very little capital and therefore tend to absorb workers moving out of agriculture.



So, majority of the employment will come from the owner operated and few employed micro enterprises. Micro enterprise corresponds to income generating activities involving the operator owner and manager, tiny in size, mostly in the informal sector of the economy, often undertaken with in the household setting from the rural and urban area. About 94% of the workforce constitute the self-employed workers of the Indian economy. Self-employment is the major form of livelihood and includes all those who have to earn their living without being in a regular and salaried job. 



These groups of people have been referred to by various names “unorganized”, “informal”, “marginal” “un-regulated”, “peripheral” and “residual”. Such negative terms give them inferior and insignificant position in the economy whereas, they are in the very centre and contribute a great deal. The self-employed workers comprise a substantial portion of the urban workforce. Small-scale workers, small trader’s selling goods such as vegetables, fruits, fish, eggs, and other staples like food, household goods, garments and similar types of products constitute the majority.



THE ROLE OF MICRO FINANCE AND ENTERPRISE



Poverty is often related to inadequate income and lack of livelihood and employment.  Dreze and Sen (1989/15) describe poverty as a severe failure of basic capabilities.  Chambers (1995) notes that the five clusters of disadvantages (lack of assets, physical weakness, isolation, vulnerability and powerlessness).



A distinction between poverty alleviation and reduction therefore becomes pertinent.  Poverty alleviation is a short-term improvement of the poor’s capital endowment.  Poverty reduction is a long-term elimination of the poor’s dependency on social relations and of vulnerability with respect to changes in their environment.  Poverty alleviation covers providing material possessions and opportunities to obtain income to meet basic needs.  Poverty reduction implies sustainable alleviation of poverty through creating gainful youth employment and livelihood.  Micro finance is a potent tool not only for poverty alleviation but also because of its role in poverty reduction micro finance implies providing the poor especially youth and women with savings and credit facilities to set up or expand businesses, invest in self-employment activities and increase household security.  Micro finance enables the poor to save, improve their confidence and household security.  Consumption credit lead to reduced dependence on moneylenders, increased food security and enhanced access to health and education.  Production credit enables the entrepreneurial poor to undertake income generation activities especially among the youth.  Income, livelihood activities enable especially youth and women to have access to income, enhanced decision making on health, education and consumption among others.



While micro enterprise provides access to credit, it goes to the larger part, to support these three types of the micro enterprises: -

Home-based producers, they make or produce products, such as footwear, handicraft items, textiles etc either on their own or as contractors.

Petty traders: - They are basically small, seasonal venders, who sell vegetables, fruits etc.

Providers of service and labours, these are especially youth, who may be engaged in activities such as cleaning, local laundry, catering etc.



The following tables illustrate the importance of contribution of employment, by the unorganized sector



Table – 1: Employment and Organized Sector Employment



Sector�Employment (Million)�Growth rate (% per annum)���1983�1988�1994�1999-2000�1983 - 1994�1994-2000��Total Population�718.21�790.00�895.05�1004.10�2.12�1.93��Total Labour Force �308.64�3.49�381.94�406.05�2.05�1.03��Total Employment�302.75�324.29�374.45�397.00�2.04�0.98

��Organized Sector

Employment�24.01�25.71�27.37�28.11�1.20�0.53

��-public Sector�16.46�18.32�19.44�19.41�1.52�-0.03��-private Sector�7.55�7.39�7.93�8.70�0.45�1.87��

Table – 2: Organized Sector jobs in employment by industry



INDUSTRY�EMPLOYMENT (MILLION)�SHARE OF ORGANIZED SECTOR (%)���1993-1994�1999- 2000�1993-1994�1999-2000���Total @�Organized Sector*�Total @�Organized Sector*����Agriculture	�242.46�1.48�237.56�1.39�0.61�0.58��Mining & Quarrying�2.70�1.09�2.27�1.01�40.37�44.49��Manufacturing�42.50�6.40�48.01�6.75�15.05�14.06��Electricity�1.35�0.97�1.28�1.00�71.85�78.13��Construction	�11.68�1.23�17.62�1.18�10.53�6.70��Wholesale & Retail Trade�27.78�0.45�37.32�0.49�1.62�1.31��Transport, Storage & Communication�10.33�3.11�14.69�3.15�30.11�21.44��Financial Services�3.52�1.53�5.05�1.65�43.46�32.67��Community, Social &Personal services�32.13�10.93�33.20�11.49�34.02�34.61��All Sectors�374.45�27.18�397.00�28.11�7.26�7.08��* As on 31.3.1993 and 31.3.1999

@ As on 1.1.1994 and 1.1.2000

Source: 1. DGE&T for employment in organized sector

	   2. 55th Round Survey of NSSO for total employment



Table – 3: Proportion of self-employed among the workers by industry: 1999-2000

						Figures are in percentage (%)

Industry�Rural�Urban�Combined��Agriculture	�57.9�57.2�57.7��Manufacturing, mining, electricity, gas and water supply, Construction�45.4�33.8�40.3��Trade, transport, financial, ownership of dwelling, community, social and personal services�52.9�44.6�48.2��All industries�55.9�42.1�52.9��Source: NSSO Surveys



It is evident from the above tables that the potential growth of total organized sector employment in the next ten years will be limited. The employment strategy in the next decade must recognize that the bulk of the growth in employment will have to come from the unorganized sector as defined and identified under present conditions. How to ensure that this sector can provide a sufficient supply of high quality job opportunities is a major challenge.



SELF-EMPLOYMENT Vs WAGE EMPLOYMENT



The distinction between self-employment and wage employment is also important for employment policies. The above table presents the share of self-employment in different sectors of the economy and in the rural and urban areas separately. It shows that as much as 53% of the total workforce in all sectors was engaged in self-employment in 1999-2000. The proportion was higher at 56% in rural areas, reflecting the classification of farmers as self-employed, but it is interesting to note that even in urban areas the proportion of self-employed was as high as 42%.



Self-employment covers a large spectrum of economic activities, with high-income professional services such as doctors, lawyers, consultants, architects etc at one end.  While at the other end of the spectrum there are self employment activities involving much lower levels of skills and incomes, e.g. certain types of kind and handloom activity, village and tiny industries and traditional services such as barbers, artisans, craftsmen, small retail outlets etc.



The share of self-employment has declined from 58.9% in 1977-78 to 52.9% in 1999-2000. This has occurred primarily in rural areas reflecting the decline in the proportion of farmers cultivating their own land owing to fragmentation of holdings. The proportion of self-employment to total employment in the urban areas has been more or less constant around 42%.



The share of regular salaried employment has fluctuated marginally around 14% for the economy as a whole. As we would expect, it is much higher in urban areas at around 40% and lower in rural areas at around 7%. However, there is a sharp increase in the share of casual employment over time. This reflects the displacement of marginal cultivators and their conversion into agricultural labour. As a result casual labour increased from 29.7% of rural employment in 1977-78 to 37.3% in 1999-2000. The share of casual labour in urban employment has fluctuated over the past two decades. It increased from 16.9% in 1987-88 to 18.3% in 1993-94 but then declined again to 17.8% in 1999-2000.       



The increase in the share of casual labour in total employment is sometimes regarded as an indication of deteriorating employment quality since this type of employment is not associated with job security or other employment benefits. However it is worth noting that the increase in casual labour in the 1990s has been associated with a significant acceleration in the growth of real wages. The present estimate of the annual growth in wage rates of casual labour between 1987-88 and 1993-94 and between 1993-94 and 1999-2000 is below.



Table – 4: Distribution of workers (Usual Status) by Category of Employment

						

Rural Areas



Year�Category or Employment���Self Employment�Regular Salaried�Casual��1977-78�62.6�7.7�29.7��1983�61.0�7.5�31.5��1987-88�59.4�7.7�32.9��1993-94�58.0�6.4�35.6��1999-00�56.0�6.7�37.3��

Urban Areas



1977-78�42.4�41.8�15.8��1983	�41.8�40.0�18.2��1987-88�42.8�40.3�16.9��1993-94�42.3�39.4�18.3��1999-00�42.1�40.1�17.8��

Rural and Urban Combined						

	

1977-78�58.9�13.9�27.2��1983	�57.4�13.9�28.7��1987-88�56.0�14.4�29.6��1993-94�54.8�13.2�32.0��1999-00�52.9�13.9�33.2��Figures for the share of self-employed, regular salaried employed casual workers for the year 1972-73 are 61.4%, 15.4% and 23.2% respectively for the Rural and Urban combined.

Source: NSSO Survey





Table – 5: Growth of Average Daily Wage Earning in 1993-94 Prices in Rural India



Rural Males�Rural Females���1997-88 to

1993-94�1993-94 to

1999-00�1987-88 

to

1993-94�1993-94

to

1999-00��Public works�1.55�3.83�1.90�5.04��Casual Labour in Agriculture�1.36�2.80�2.34�2.94��Casual Labour in Non Agriculture�1.33�3.70�1.32�5.07��Casual Labour in all Activities�0.77�3.59�1.,95�3.19��Source: NSSO Surveys for 1987-88, 1993-94 and 1999-2000





Self-employment in the urban areas will remain a very important source for growth of employment in future and this broadly in line with patterns observed in other developing countries. Self-employment is particularly important for women in urban areas, as this type of employment is often particularly well suited to the needs of many women workers. As female participation in the work force increase in future, growth of self-employment opportunities will be an important factor matching employment possibilities with employment needs. However it is important to emphasize that self-employment requires access to capital and entrepreneurial skill and this means that many forms of self-employment may be best suited to meet the employment needs of the lowest income groups which will continue to depend heavily upon the available of wage employment.  So, to facilitate this process a conducive regulatory, legal and political space has to be provided to micro-finance and micro enterprise, which will increase access for working capital and there by smoothening the livelihood creation among youth.



The quality of a great of wage employment is very low and this is a major problem. It could be improved if there is a progressive shift from casual employment to regular wage employment but this depends upon the growth of the organized sector.    



CONCLUSION



Micro finance, which is one the key ingredient to promote micro enterprise has gained acceptance and momentum, largely due to the recognition that the nature of financial markets creates a credit gap for poor as still no appropriate institutional mechanism is put in place to full this gap.



So far micro finance services, which mostly go to micro enterprises are from three types of source namely (1) Formal financial institutions like rural banks and co-operatives (2) Semi formal financial institutions like NGOs (3) Informal source such as money lenders and shop keepers.



NGOs and MFIs have become important service providers to meet the credit needs of the poor and their diverse enterprises.  Despite making significant contribution in helping the poor to have employment to it need to go along way.



Some of the main issues and concerns facing the micro finance industry, which promotes micro enterprises and livelihood, are creating conducive legal and policy environment both for micro finance and enterprise.  Capacity building of retail institutions accesses to capital market (loans/equity), the use of information technology and the documentation of the best practices.
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Five questions for panel discussion



What are the linkages of micro finance for micro enterprise in promoting the youth employment?

What are the institutional, legal and procedural constraints for micro finance along with micro enterprise to generate more youth employment?

What measures would you suggest for over coming these?

What are the best practices that can be adopted to make it happen?

How and what can be done to enhance the quality of micro enterprise development for example with social protection finance?  What are the others?
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