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EXECUTIVE SUMMARY

India is a leading producer of various Handicraft and Handloom products in the world
There exist varieties of cultures, languages and vivid geographical conditions that
contribute immensely to the development of diverse local art and craft forms. Through the
centuries these art and crafl activities have been transmitted from one generation (o the
other and thus preserved from being getting extinct. Among the artisun comnumities «
large segment of the artisans belongs to Muslim community. According to the census of
Handicrafi artisans conducted by o DC(Handicrafis), out of a total of 47.61 Lakh
artisans 23% belong to Muslim community. Handloom census of India conducted in 2009-
10 reports that out of 27.83 Lakhs handloom worker households, 15% belong to Muslim
community. Fconomic liberalization of India and the recent global recession have
negatively impacted the demand for art and craft products in both domestic and export
markets. As a resull of the adverse impact, living standards of the Musiim artisans
deteriorated. In order to identify the effects of recent recessions as well as liberalization of
Indian economy on the workforce engaged in small, cottage and handicraft activities,
particularly on Muslim minority of India and identification of areas of these effects as well
as remedies thereof, National Commission for Minorities engaged National Productivity
Council (NPC) to undertake a detailed studv on the subject and also to recommend
support measures that may be taken up for implementation by Government to improve the
living conditions of the Muslim artisans.

Present study draws its conclusions mainly from a detailed Sield survey conducted across
Bikar, Rajasthan and Uttar Pradesh where Muslim artisans are predominantly involved in
artisanal activities.

Socio-Economic Condition of Muslims

Muslims constitute the second largest religious group and thus the largest religious
minority in India. The Muslim artisans especially in terms of socio-economic status and
educational profile is low as compared to other religious communities. Muslims constitute
13.4% of the total Indian population as per 2001 Census, Uttar Pradesh constitutes
22.24% of the total Muslim popudation in the country while Rihar constitutes 9.92% and
Rajasthan constitutes 3.46% of the total population of the Muslim of the country. Bihar,
Rajasthan and Uttar Pradesh together constitute wround 35.64% of the total Muslim
popudation of the country. West Bengal account for 15.21% of the total Muslim population
of the country while four southern siates Andhra 1 racdesh, Kerala, Karnataka and Tamil
Nadu together account for 19.6% of the total Muslim population.

Some of the important socio-economic parameters on Muslim population as per Suchar
Committee Report have been summarized below:

o 337% of Muslims live inwrban areas compared to 27.8% of the overall
poplaiion,

National Productivity Council Puage |
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o 384% Muslims in the urban areas live below the poverty line against 36.4% SCs /

STs and the national average of 26% of people living below poverty line.
o 64% of Muslims are cither self employed or artisans.
e Participation of Muslim women in the work force in urban areas is 18% and 70%
of them work from their homes, typically engaged in sub contracted work with
lovw levels of earnings.
Access to institutional eredit is severely restricted.
6% of Muslims take credit from banks.
1.1% from credit societies.
16.2% borrow from money lenders and about 30% depend on their relatives 1o tide
over difficult times.
Share in Priority Sector Accounts of commercial banks is 7.3%.
o Share in amownt outstanding in these accounts is 2.8%

Impact of Economic Liberalization and Recent Economic Recession on Muslim
Handicraft and Handloom Artisans

Since the liberalization of Indian economy in 1991, India economy has been gradually
getting integrated with the world markets over the last two decades. The opening up of the
economy led to intense competition from machine made cheap goodsiproducts from
various countries. Further, India is a signatory to most of the international treaties such as
WTO, FTAs, ete.. Handicrafi and Handloom sector is a major sowrce of rural employment
and income generation and also a major source of foreign exchange. Traditional textiles
from India are quite popular in both foreign and domestic market. Indian handicrafts and
handloom sector have been facing intense competition from machines over the years. This
has negatively affected the traditiona! artisans who have acquired the skills from their
ancestors.

The study conducied by Asian Development Research Instituie (ADRI) revealed that more
than 83% of Bihar's Muslim population live in rural areas and are landless. Only 35.9%
of Muslim households in rural Bihar possess any cultivable land: the corresponding figure
Jor the general population is much higher at 58%. The percentage of Muslim householdy
engaged in artisan-based activities is only 2.1 percent in rural and 4.4 percent in urban
areas. Due to competition from the modern manufacturing sector, traditional artisan-
hased activities in many households have fast disappeared forcing artisans 10 become low
paid wage earncrs. The average value of implements used by Muslim artisan householdy
was found at a mere Rs 2,200 and the average annual income from artisan-based activities
a {itile more than Rs. 16,0000 Many rural Muslim artisan families have been reporied to
five helow the poverty line.

In Varanasi (UP) 40% of the population have been estimated to be Musiims, of which 70%
are in the trade of weaving. Economic Liberatization, Globalization, inflow of Chinese
Jfabrics and technical advancement has lefi about two lakh Muslim weavers in Uliar
Pradesh jobless. A large number of them resorted (o other alternative means of living such

National Productivity Council Page ii
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as rickshaw pulling by taking rickshaw on loan from bank etc. Their dwelling places are
devoid of basic civic amenitics. Handloom weaving is in danger of getting extinct due to
intense domestic and international compelition.

In the case of Rajasthan, about 40 per cent of the Muslim population is artisans and 28 per
cent unorganized labour. Low productivity and falling demand of traditional occupations,
lack of information about government schemes, indifferent attitude of banks in providing
loans mindset of authorities have been identified as major “obstacles confronting the
livelihood sector of Muslims in Rajasthan.

Many Mustim artisans are engaged in export oriented units producing Handicrafi and
Handloom products. In the recent years many of these units are fucing severe problems as
a result of economic recession. Many units have been reported to be closed in the clusters
from U.P., Bihar and Rajasthan. As a result of the closure of the units many artisans
particularly the Muslim artisans lost their livelihood options in these clusters.

Economic recession began in the United States in December 2007 (and with much greater
intensity since September 2008, according to the National Bureau of Lconomic Research).
It has spread.over much of the industrialized world and has caused a pronounced
deceleration of economic activity. This global recession has been taking place in an
economic environment characterized by various imbalances and was sparked by the
outhreak of the financial crisis during 2007-2010 period,

The impact of this global recession on the Indian economy has been greater than expected
as the overall industrial growth declined substantiall . The more concern is the loss of jobs
in export sectors like handicrafis and fextiles where tens of thousands of artisans and
skilled workers are affected Various reporls indicate that workers in export cenires like
Panipat and Moradabad have already been hif badly as export orders have crashed owing
to the recessionary conditions abroad

Field Survey Findings: Bihar, Rajasthan and Uttar Pradesh

Muslim artisans from the states of Bihar, Rajasthan and Uttar Pradesh have been
interviewed with a pre designed and pilot tested questionnaire (o find out the major
problems that are heing faced by them in the recent years and also the difficultics in
availing various government schemes focused on ariisans.

During the study period 2006-07 to 2009-10. income of the Muslim artisans in Bihar has
increased at an annual rate of 2.79%, however expenditure had been more than thar of the
thcome except for the year 2006-07. During 2009-10, the Musiim Artisans of Bihar spent
100% of the income on procuring food items only. In the case of Ryjasthan during 2006-07
to 2008-09 the income of the Muslim artisans had fncreased at an annual growth rate of
8. 7% but their expenditure on food items increased ar « rate of 11.6%. The income of
Mustim artisans of Rajasthan has improved during 2009-10 as it increased by 17.7% over
the yvear 2008-09. In Uliar Pradesh during the recession period the income of the self
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employed‘businessmen Muslim artisans has increased from Rs 65,410 in 2006-07 to Rs
82,127 in 2009-10, while the income of the wage earners Muslim artisans has declined
from Rs 46,181 to Rs 40,108. The negative impact of economic recession was more in
Utiar Pradesh state and it severely affected the wage earning Muslim artisans.

Many Muslim artisans arve working in export oriented units producing Handicrafi and
Handloom products. The artisans/middlemen faced problems in procuring raw material at
competitive prices during economic recession. Due to the decline in demand especially
from foreign markets during economic recession the artisans/middlemen faced severe
problems in selling their finished products. Morcover, the artisans/middlemen are not
adequately exposed to the market networks so that they can explore various new markets
by themselves. Because of lesser demand of handicraft/handloom products many Muslim
artisans/middlemen faced problems in getting consistent job orders. Consequently Muslim
artisans/middiemen faced the financial crunch and many of them shut down their unils. As
a result of the closure of the units many artisans particularly the Muslim artisans lost their
jobs and migrated to wrban cities in search of livelihood. Some of the artisans started
rickshaw pulling and such other menial jobs, this affected them mentally as well as
physically.

Mustim artisans are more vulnerable to the fluctuations of the market as many of them live
below poverty line and most of them don't have any reserve income to bank upon during
adverse economic situations. I'rom the field survey, it has been estimared that around
21,000 Muslim artisans of Bihar, 93,000 Mustim artisans in Rajasthan and 44,000 Muslim
artisans in Uttar Pradesh have been adversely affected due to the Economic recession.

During the last six months of the study period it has been reported that many of these
artisans are returning to their home towns and started their old artisanal work as a result
of easing of recessionary conditions at home und abroad. They are still in a difemma and
are highly insecure about their work as they are yet to come out of the adverse experience
they faced dwring the economic recession. Motivation towards the expansion of their
activities has been badly shaken and the youngsters from artisan families are reluctant to
Join the artisanal activities. As « result of less number of youngsters joining artisanal
work, average age of the artisans engaged in the lHandicrafis and Handloom activities
across the three surveyed siates have been reported at about 35 years.

Muslim Artisans are found living in quite unhygienic conditions with no proper housing,
clectricity, drinking water, toilets, drainage system ete. in the surveyed states. Most of
artisans interviewed reporied that during the economic recession they hardly have any
savings after spending on the food items resudting in very low levels of spending on other
non food requirements. Towards the end of 2009-10 their living condition has siarted
improving as their earning from the sector has increased as the demand of their work in
domestic as well as international markets improved,

The Musiim artisans want to provide education to their children but due to low earnings
from the artisanal activities they are not in a position to send their children to schools and
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colleges. Due (o poor educational background, they are not aware of many government
schemes available for the benefit of artisans in the area of education, health, financial
assistance, housing, insurance etc. Other difficulties they faced emanated from the
cumbersome  procedures and lengthy paper work required to avail the government
schemes. They are also critical of the prevalence of corruption among  goverpment
employees.

Procedures Jollowed to provide-the schemes are quite cumbersome and time consuming
and the Muslim artisans are generally less educated which compounds the problem o
avail the benefit. Most of them are illiterate or primary school educated hence they hardiy
understand the documents and procedures followed in the concerned departments. Many a
fimes middle men or agents take advantage of this precarious situation and offer help to
Muslim artisans to prepare the required documents at a higher price. This way a certain
portion of the support money is being utilized to prepare the papers in order to avail the
scheme.

In the recent past due to economic recession, demand for the Handicrafis and the
Handloom products have decreased in both domestic as well as in foreien market and on
the other hand cost of living has gone up due to price inflation. It has been reported that
during the last few years a large segment of the Muslim artisans could not afford to huy
any mobile, TV, fridge and such consumable durable items. Inconsistency in gelling job
orders, decline in the availability of work and wages forced the artisans to search Jor viork
in other sectors for survival.

Muslim localities in wban India tend to be considerably marginalized and discriminated
agamst in terms of the implementation of many government schemes. Artisans prefer io
sell their products directly in the market in order to avoid paying faxes or commission 1o
the intermediaries. It has been reported that many artisans fear to export their producty as
they have 1o pay tax to the Nagar Nigam as well as sales tax & income tay departments.
Thus they generally sell their products in the iocal markets.

Targer oriented approach, implementation and relative follow up of many government
schemes for the artisans have been found 1o be less accurate and the needy people are
often left out (ie. targeting is essential to uplifi the artisans, but due to improper and
inaccwrate implementation of the scheme the benefit reaped are generally lower than what
it would have been achieved with accurate & proper targeting).

Small, cottuge and handicrafi items are generally marketed throueh the marketing
channels having many market intermediaries which lead to sharing of mark up and
disadvaniageous pricing for the producer/worker. The Manufacturers ofien complain that
the exporters sell their products with the tag “Fxporters & Manufacturers’ So the actual
Manufucturers do not get the credit for the products which are indeed manufactired by

them. Artisans have (o puy taxes in order to convert raw materials into intermediate goods
Artisans demand subsidy on electricity, diesel. kerosene, nut coal etc., for producing
products at competitive prices.

B R RN T B R — R TN SN NIRRT
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In order to overcome the negative impuact of economic recession on Muslim artisans, a
number of Government support measwres are required. There is a need to create adequate
number of raw material banksiowtlets at cluster level for ensuring continuous raw
materials at reasonable prices and quality and also for timely supply to artisans. There is

a need to ensure continuous work for the artisans as it is the only livelihood for many of

them. Special Cells at Clustersstate level needs to be created that would work as
Jacilitating centers for providing assistance in marketing the artisanal products through
Artisan Unions/NGQOs/SHGs/State Handicraft/Handloom Corporations/Cottage
Corporation of India and other concerned Government Departments. The study has come
out with a number of specific actions and a way forward in order to improve the socio-
economic conditions, their income generation, productivity levels and fechnological
requirements needed by the Muslim artisans in the wake of recent economic recession.
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CHAPTER I
ABOUT THE STUDY

11— Introduction

Economic liberalization is aimed at improving the competitive efficiency of the economy
in the global marketplace and to sustain accclerated rates of economic growth and thercby
continuously improve the economic well being of the pcople. India launched its markcet-
oriented economic reforms in 1991, Post-1991 cconomic reforms have been evolutionary
and incremental in nature. There have been delays and reverses in some arcas due to the

interplay of democratic politics, coalition governments and pressure groups,

Economic reforms launched since June 1991 may be categorized under two broad areas:
* Major macro-economic management reforms; and

e Structural and sector-specific micro economic reforms

Economic liberalization in the organized manufacturing sector ( subject to rigid labor laws
for retrenchment) has led to growth with very hiule additional employment. Market-based
economic reforms also often lead to increasing disparitics between the rich and the poor

and between infrastructure wisce backward and more developed states.

Recession is a decline in a country's Gross Domestic Product (GDP) growth for two or
more consecutive quarters of a year. Recession is also preceded by several quarters of
slowing down. An economy which grows over a period of time tends to slow down as a

part of the normal economic cycle. In general, an economy tyvpically expands for 6-10

J

years and tends (o go into a recessionary phase for about six months to 2 years.

Recession normally takes place when consumers lose confidence in the arowth of the
economy and spend less. This feads to a decreased demand for goods and services. which

in turn leads 10 decrease in production, lay-offs and a sharp rise in unemployment.

National Productivity Council Poge 1
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Investors spend less as they, fear stock values will fall and thus stock markets fall on

ncgative sentiment.
1.2 Background

Impact of the global recession on the Indian economy has been greater than expected as the
overall industrial growth declined substantially. The major concern is the loss of jobs in the
export sectors like handicrafts and textiles where tens of thousands of artisans and skilled
workers are engaged. Reports indicate that workers in export centers like Panipat, Surat
and Moradabad have been hit badly as export orders have crashed owing to the
recessionary conditions abroad. The handloom sector 1s a major employer, next only to
agriculture, with about 27.83 lakh weavers. The artisans, once the backbone of the Indian

economy, are facing a tremendous survival crisis.

Various studies report that the artisan groups are [acing tremendous crisis. The export
orders are reducing. Foreign companies like Walmart, Target, Gap cte., which have their
rudimentary units in India, are asking their Indian partners to pay less to the workers on
account of the growing reeession. Therefore, the incomes of skilled artisans have plunged.
LExports have already been badly hit given that foreign trade and service comprises 40% of
our GDP. Small textile firms are facing the heat of economic recession due to cancellation

of export orders.

The impact of the global economic downturn has been felt across sectors. [owever, its
impact on the lower income segments of the population in India seems to be the largest for
those employed in export-oriented sectors like diamond polishing, garments, carpets and
hosiery. It may be noted that a large segment of the artisans engaged in these artisanal
aclivities belong to Muslim community. According to the census of Handicrall artisans
conducted by Ofo DC(Handicrafts), out of a total of 47.61 Lakh artisans 23% belong to
Muslim community, Handloom census of India conducted in 2009-10 reports that out of

27.83 Lakhs handloom worker households, 15% belong to Muslim community.

National Praductivity Council Page 2
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1.3 Muslims in India

Muslims constitute the second largest religious group in India and thus the largest religious
minority. The 2001 census enumcrated India's Muslim population at over 138 million.
India's Muslim population is amongst the largest in the world, cxceeded only by
Indonesia's and larger than Muslim populations of Pakistan and Bangladesh. Muslims, the
largest minority community in the country, constitute 134 per cent of the population.
Though the provisional population totals are available for 2011 census, religion wise

details are yet to be made public.

Based on 2001 Census, of the total Muslim population, sex ratio works out o 936 females
per 1000 males. Literacy rate among male is 59.10% and the female literacy ratc is
50.10%. Out of the total Muslim population, 8,87.94,744 live in rural areas whercas
4,93.93,496 live in urban areas. Among the Muslims 4.32,96,093 persons are workers,

89.79,686 are cultivators and 95.45.976 are agricultural workers.

In 2001. of the 138 million Muslims in India. 31 million, or 22%, lived in one state, Uttar
Pradesh. Of course, Uttar Pradesh is the most populous state of India with [3% of the total
population. Three other states, West Bengal, Bibar, and Maharashtra also had over ten

million Muslims cach,

Bihar is one of the state having a high Muslim population concentration, and it has been
shown in a comprehensive study condueted in 2004 by the Asian Development Research
Institute (ADRI), Patna, with support from the Bihar State Minorities Commission that
Muslims from Bihar suffer widespread poverty and inequality. According to the 2001
census, Muslim’s population in Bihar is 13.72 million. They constitute 16.5% of the state’s
population and 9.9% of the country’s total Muslim population. Out of 37 districts in the
State, 14 districts have high Muslim populations of 3 lakh to aver 7 lakh. All these districts

are in north Bihar.

National Productivity Council Page 3
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Rajasthan, in 2001, had S million Muslims constituting 8% of its population. The three
states. Uttar Pradesh, Bihar and Rajasthan in all constitute 36% of total Muslim population

in India.

In rural arcas most of the Muslims are dependent on agriculture and allied activities for
their livelihood. In urban areas, the major occupations of Muslims arc business, petty trade,

industry and government service, ctc.

NSSO survey of 1993-94, data of Census — 2001 and Sachar Committee Report of 2006

very poignantly sketch the economic condition of Muslims living in cities across India:

o 35.7% of Muslims live in urban arcas compared to 27.8% ol the overall population.

e 38.4% Muslims in the urban areas live below the poverty line against 36.4% SCs /
STs and the national average of 26%

e 64% of Muslims are cither self employed or artisans

e Participation of Muslim women in the work force in urban areas is 18% and 70% of
them work from their homes, typically engaged in sub contracted work with
low levels of earnings.

e Access to institutional credit is severely restricted.

e (% take credit from banks

e 1.1% from credit societics

e 16.2% borrow from money lenders and about 30% depend on their relatives to tide
over difficult times.

e Share in Priority Sector Accounts of commercial banks is 7.5%.

0
g

¢ Share in amount outstanding in these accounts is 2.8%,

1.4 Handicrafts Artisans in India: An Overview

IHandicrail is our national heritage and despite its substantial contribution to the Indian
cconomy in terms of employment and income, there is lack of information on the artisans.

Policy-makers lack adequate data for suitable planning and as even the size of the artisan

sk TUDODOON ) R s s e 5 e e 2 St e
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population is not available. Available data on artisans are based on the All India Census of

Handicraft Artisans conducted in 1995 -96.

Table: 1.1 Distribution of Artisans in Houschold and non-THouschold Sectors in 1995-
96 in Major states (figures in number)
28] ]

Handicraft Artisans by Sector

State/Union Territory — HHouschold Non-Houschold o 'Iﬁal_
" Andhra Pradesh | 120457 1423 121880
Assam 97363 3119 100482
Bihar 2 212591 524 213115
~ Delhi ’ 28875 16029 44904
| Gujarat ' 126289 | 15681 141970 |
| Tlaryana 67595 | 5033 . 117933

~ Ilimachal Pradesh | 44614 4401 49015

| Tammu & Kashmir 524351 17768 542119
Madhya Pradesh 49880) ' 1243 51123

| Maharashrra 93816 19000 112816

| Manipur 378123 1865 739088

" Meghalava 52774 790 53564

| Nagaland ' 79285 593 | 79878
Orissa ' 65974 3382 1 69356

 Punjab 101425 482 101907

~ Rajasthan ' 399622 8078 407700

| Tamil Nadu 117894 ' 7448 125342

" Tripura ' 243726 | 769 | 244495
Uttar Pradesh 1159668 ‘ 16861 1176529
West Bengal 551003 | 3278 | " ss4381

 Other States i 68237 4552 72789

| AllIndia 4583562 | 177624 4761186 |

Source  htipiwww.india-seminar.com/ 2003752373 239 20cens ws. fulin

LS Muslim Artisans and their Socio- Economic Conditions

The distribution of handicraft artisans in India in terms of religion has been estimated at

Hindus 70%, Muslims 23%, Sikhs 2%. Christians 4%, and others 1%. This indicates that

b e D L T O O A A AR B
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though Muslims constitute only 13.4% of the tolal population, their presence in artisan

community is quite high at 23%.

Over 85% of Bihar’s Muslim population live in rural arcas and are reported to be landless.
According to the Asian Development Rescarch Institute (ADRI) study. only 35.9% of
Muslim households in rural Bihar possess any cultivable land; the corresponding figure for
the general population is much higher, at 58%. Many Muslims living in rural Bihar belong
to the artisan community, However, the study found that barely 2.1% of the rural Muslim
housecholds are engaged in artisan-based activities, This shows that due to competition
from the modern manufacturing sector, traditional artisan-based activities are gradually
disappearing, forcing artisans to become landless labourers in villages, or manual labourers
in cities. The average value of implements used by Muslim artisan houscholds was found
to be at Rs 2,200 and the average annual income from artisan-based activities a little more
than Rs 16,000. Many rural Muslim artisan families live below the poverty line.

The percentage of Muslim houscholds engaged in artisan-based activities is only 2.1 per
cent in rural and 4.4 per cent in urban areas, indicating that in the face of increased
competition from modern manufacturing sectors, the traditional artisan-based activities in
many such households have fast disappeared, forcing them to become low paid wage

=

Carmcrs.

In Varanasi there are 40% Muslims, 70% of them arc engaged in (he trade of weaving.
Globalization, inflow of Chinese [abrics and technical advancement has leli about two lakh
Muslim weavers in Uttar Pradesh jobless. A good number of them resorted to rickshaw
pulling by taking rickshaw on loan from bank. Many could not repay the loan and
committed suicide. Their pockets are devoid of basic civic amenities. The trade of power
loom and handloom 1s in danger of getting extincl.

About 40 per cent of the Muslim population in Rajasthan comprises of artisans and 28 per
cent unorganized labourers. Low productivity and falling demand of traditional

occupations, lack of information about government schemes, indifferent attitude of banks

National Productivity Council Puge 6
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in providing loans and communal mindset of authorities have been identified as major

obslacles confronting the livelihood sector of Muslims in Rajasthan,

It has been reported in the Asian Development Rescarch Institute (ADRI) study that many
of the Muslim artisans are engaged in export oriented units producing [andicraft and
Handloom products. In the recent years many of these units are facing scevere prablems as a
result of economic recession. Many units have closed down in the clusters from U.P..
Bihar and Rajasthan. As a result of the closure of the units many artisans particularly the
Muslim artisans lost their livelihood options in these clusters. However, there is no reliable

data or information exists regarding their cconomic condition.

In view of the above, National Commission for Minorities (NCM) engaged National
Productivity Council (NPC) to carry out a detailed study on the “Effects of recent
recessions as well as liberalization of Indian Economy on the workforce engaged in small,
cottage and handicrafts work, particularly on Muslim minority of India and identification

of areas of these effects as well as remedies thereol™.

The scope of work includes the following -

Identification of Muslim artisans from Handloom and Handicraft clusters

¢ Lvaluating social and economic condition of Muslim artisans

* Lvaluating status of Muslim artisans below poverty line

¢ Identifying various Government policies/schemes implemented for improving the
living/working conditions of these artisans and provision of economic support

¢ Identifying the measures taken by Government for protection of occupation and
handicraft activity ol these artisans during rceent economic recession

¢ Extent of migration from rural to urban during recent economic recession

* Change of occupation due to condilions prevailing during this period

PSSO COCO AT S WAWM
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1.6.  Objectives of the study

1. To delineate the Socio-Economic profile of Muslim artisans belonging to different
socio-cconomic strata and to understand the impact of recent cconomic recession on

their livelihood.

o

Identify the measures that can be undertaken by the Government to improve the living

conditions of Muslim artisans.

1.7. Terms of Reference

¢ To assess socio-economic impact of economic liberalization and recent economic
recession on Muslim artisans in the states of Uttar Pradesh, Bihar and Rajasthan.
e Identify and analyze the impact of various Government policies/schemes and

measures (o safeguard their livelihood.
¢ Lixtent of change/shift of occupation due to economic recession.
¢ lo examine the extent of migration from rural to urban for sustenance of
livelihood.,
e To suggest suitable Government measurcs to cushion the impact during this period,
e To suggest appropriate measures to improve productivity and income generation

for the artisans.
1.8 Methodology

The study has been conducted in three major phases.

First phase of the study is based on a detailed review of all available published and
unpublished literature and data related to Muslim workforce/artisans engaged in small,
cottage and handicraft works with a view to find out their livelihood patterns during the
fast five years and also to identify the impact of economic liberalization and recent
economic recession particularly for the Muslim artisans in the states of U.P.. Bihar and
Rajasthan. Special emphasis has been given to analyze the impact of cconomic

liberalization and recent economic recession on the economic condition of the Muslim

S T TRATTILT = Cnm i
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artisans in the recent years. The study has attempted to analyze the issues regarding socio-
economic conditions of Muslim artisans. Relevant data published by Ministry of Minority
Affairs, National Commission [or Minorities and State Minority Commission ¢te., has also

been utilized.

Second phase of the study includes detailed field survey and discussions with various
stake holders such as Artisanal Associations/Societies/Union/Group ete. with a checklist
(Annexure 1). To understand practical difficulties in collecting field related data a Pilot
Field Survey was carried out among Muslim Brass artisans at Moradabad, Uttar Pradesh
with a structured guestionnaire which was later modified based on the feedback received.
The modified questionnaire has been utilized for a detailed field survey across threc states
{(Annexure 2). The field survey includes 302 Muslim artisans randomly selected from
various Muslim dominated artisan clusters having high concentration of Mushim artisans
from Ultar Pradesh, Bihar and Rajasthan. The questionnaire has been designed to clucidate
information on the impact of economic liberalization and recent economic recession on the

Muslim artisan conununities.

The three states U.P., Bihar and Rajasthan selected for (he study constitute 36% of total
Muslim population in the country. Morcover, majority of the Muslim artisans are also
based in these three states only, Artisans for the sample survey have been selecled
randomly [rom different handicraft and handloom clusters based on Muslim population
concentration (Annexures 3, 4 & 5). Afler considering the concentration of Muslim
population and the craft categories two clusters cach from the selecled states [or

conducting the ficld survey were selected (Table 1.2).

Third Phase of the study includes three diagnostic case studies of Muslim
handicrait’handloom artisans [rom Bihar, Rajasthan and Uttar Pradesh. These case studics
demonstrale the socio-cconomic conditions and other trade related preblems [aced by the

Muslim artisans during the Economic recession.

SELNT I s feas TEAUVTUTIRA U TR TS &
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Table: 1.2 Sample Clusters selected for Field Study

State Clusters Total Muslim Percentage of
Population | Population Muslim
- - ) population
Bihar | Bhapalpur 2,423,172 423,246 17.5
’ Nalanda | 2,370,528 176,871 T.9: ]
Rajasthan Jaipur 5,251,071 515,124 | 9.8
- Jodhpur 2,886,505 310,114 10.7 |
Uttar Pradesh Moradabad 3,810,983 1,735,381 45.5 |
Varanasi ; i 138,671 497,516 15.9
Agra ) 3,620,436 323,634 8.9

Initially the handicraft and handloom clusters from Bhadohi and Mau werce identified for
field survey with respeet to concentration of handloom/handicraft Muslim artisans. Due to
field level constraints changes have been undertaken afier consultations with respective
State Minority Commission Officials. The final list of clusters included in the field survey

15 given in Table 1.3.

Table: 1.3 Sample Coverage and Districts Surveyed

_ Final Report

S.No ‘ State Sample Districts/Clusters Surveyed
coverage
1 | Uttar Pradesh 1(}] | Moradabad. Varanasi and Agra
; 2 Bihar s it 101 Bhagalpur and Blh'uslmlif
E - Rajasthan e 100 ; Jaipur and Jodhpur

1.9 Structure of the Report

The Study Report has been presented in Light Chapters. Second and Third Chapler provide
an overview of the Economic Liberalization and Recent Economic Recession and their
impact on traditional sectors. Fourth Chapter provides the socio-economic profile of
Muslim Artisans. Fifth Chapter discusses the Government Support Measures and Schemes
and its impact. Chapter Six analyses the field survey findings based on Muslim artisans
from Bihar, Rajasthan and Utlar Pradesh. Chapter Seven provides diagnostic case studies
ol Muslim artisans selected from Bihar, Rajasthan and Uttar Pradesh and Chapter Cight

provides major findings and suggestions/recommendations emanating from the study.

National Productivity Council Page 10
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CHAPTER 11

ECONOMIC LIBERALIZATION & RECENT ECON OMIC
RECESSION IN INDIA: AN OVERVIEW

2.1 Introduction

Liconomic liberalization means the process of opening up the Indian economy to trade and
investment with the rest of the world. Economic liberalization refers to both macroeconomic
stabilization and micro-structural changes initiated to produce compeﬂtive effects. The
central objective of transition through economic liberalization has been 1o improve the
competitive efficiency of the economy in the global marketplace to sustain accelcrated rates
of economic growth and thereby continuously improve the security and well being of the
people. In India, ;?)05[—1991 cconomic reforms have been evolutionary and incremental in
nature. There have been delays and reverses in some areas due to the mterplay of democratic

politics, coalition governments, and pressure groups with vested interests.

Till 1991 India was following protectionist policies wherein trade with the rest of the
world was limited. Foreign investment was very difficult o come into India due to
bureaucratic and controlled framework. Liberalization was expected o bring in large
amounts of forcign direct investment. Afler the start of the economic liberalization, India
started getting huge capital inflows and over the years emerged as the second fastest

growing economy in the world next only to China.

This chapter discusses the economic liberalization and recent economic reeession in India
as well as in the world and its impact on the artisan workforce engaged in small, cottage

o

and handicrafis activities.

2.2 Feonomic liberalization

Fconomic liberalization is a very broad term that usually refers to lewer government

regulations and restrictions in the cconomy in exchange for greater participation of private
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entities; the doctrine is associated with neo-liberalism. The arguments for economic
liberalization include greater efficiency and effectiveness that would result in "bigger pie"

for everybody.

2.2.1 Benefits of trade liberalization

The service sector is probably the most liberalized of the sectors. Liberalization offers the
opportunity for the scctor to compete internationally, contributing to GDP growth and
generate foreign cxchange. As such, service exports are an important part of many
developing countries' growth strategies. India's IT services have become globally
competitive as many companies have outsourced certain administrative functions to
countries where costs are lower. Furthermore, il service providers in some developing
economies are not competitive enough to succeed on world markets, overseas companies
will be attracted to invest, bring in international best practices and better skills and
technologies. The entry of Foreign Service providers is not necessarily a negative
development and can lead to better services for domestic consumers, improve the
performance and competitiveness of domestic service providers, as well as simply attract
FDI/foreign capital into the country. In fact, some studies suggest a 50% cut in service
trade barriers over S to 10 vear period would create global gains in cconomic welfare of

around $250 billion per annum.
2.2.2 Economic liberalization in India

After Independence in 1947, India adhered to socialist policies. To begin with a [ew
reforms were initiated in 1980s. In 1991, after the new reforms including opening up of
Indian economy for international trade and investment, deregulation, initiation of
privatization, tax reforms. and inflation-controlling measures etc started. The overall

direction of liberalization has since remained the same, irespective of the ruling party.

It has been estimated that till 2009, about 300 million people—equivalent to the entire

population of the United States— had escaped cxtreme poverty, The fruits of liberalization

o>
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reached its peak in 2007, with India recording the highest GDP growth rate of 9%. With
this, India became the second fastest growing major economy in the world, next only to
China. Organization for Economic Co-operation and Development (OECD) report states
that a steady average GDP growth rate 7.5% will double the average income of the Indians

in a decade, and more reforms would speed up the pace.

Though India grows at slower pace than China, which has been liberalizing its economy
since 1978 McKinsey report states that removing main obstacles to  economic reforms

"would free India’s cconomy to grow as fast as China’s, at 10 percent a year"”,

2.3 Impact of Economic liberalization on Muslim artisans

Despite the cconomic boom in India afier economic liberalization, the Muslim artisans
generally have had to bear the brunt of the so called “compelitive” forces unleashed by
Lconomic liberalization. Internal and cxternal liberalization has created unemployment and
displacement amongst Muslim artisans who have lost their traditional jobs to the imported
products, Muslim artisans arc generally engaged in the unorganized sector and are
conservative in nature hence they did not enjoy protection of any kind and therefore. the
adverse impact of liberalization had been more acute for them. The traditional occupations
of Muslims in industrics such as silk and sericulture. pawer looms, the leather industry,
aulomobile repairing, garment making have borne the brunt of liberalization. The growth
ol the ready-made garment industry in [ndix displaced a lot ol tailors, mostly Muslins. out
ol business. In principle, these workers could have been part of the new production chains
provided they had appropriate exposure to latest technology. equipment and skills. The
shift in the job of the Muslim artisans as a result of Feonomic Liberalization had brought

the economic backwardness and MIsery.
2.4 Economic Recession

The term recession is generally used to deseribe a situation in which a country's GDP, or

gross domestic product, sustains a ncgative growth faclor for at least two consecutive

quarters. In general, recession affects a country’s overall economic activities, including,

‘fﬁ§ National Productivity Council Page 13
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investment, employment rate, profits of companies etc. Recession is most of the times
accompaniced by sharp increase in prices of commodities. When recession continues for a
long duration and with severe implications, it is termed as economic depression whereas

complete breakdown of economy is referred as economic collapse.

National Burcau of Fconomic Research (NBLER) they define rccession as a "significant
decline in cconomic activity lasting more than a few months". Lor this reason, the official
designation of recession may not come until after we are in a recession for six months or

even long.

[t is caused by combination of several potential dangerous factors. It could be caused by
cyclical movement of economy or by some extemnal clements. Few Major causcs are:

inflation. currency crisis, speculation national debt ete.

External reasons can be war and other factors which are beyond the control of a particular
economy. Apart from these, other rcasons can be high oil prices (as most countries
depends upon oil import for industrial growth), weather conditions, some Kind of national
calamities among others. Several other economic lactors also affect recession such as,
lower interest rates which adversely affect savings of households and consequently banks.
With very little savings, banks cannot provide loans and that causes severe bottleneck for
major infrastructure projects which finally lead to slow economic growlh and impending

recession.
2.4.1 Recent Economic Recession

Recent economic recession began in the United States in December 2007 (and with much
greater intensity since September 2008, according 1o the National Bureau of Economic
Research), It has spread to much ol the industrialized world, and has caused a pronounced
deceleration of economic activities. This global recession has been taking place m an
economic environment characterized by various imbalances and was sparked by the

outbreak of the financial crisis during 2007-2010.
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The financial crisis has been linked to reckless and unsustainable lending practices
compounded by government intervention and the growing trend of securitization of real
estate mortgages in the United States. The US mortgage-backed securities, which had risks
that were hard to assess, were marketed around the world. A more broad bascd credit boom
fed a global speculative bubble in real estate and equitics, which served to reinforce the
risky lending practices. The precarious financial situation was made more difficult by a
sharp increase in oil and food prices. The emergence of Sub-prime loan losses in 2007
began the crisis and exposed other risky loans and over-inflated asset prices. With loan
losses mounting and the fall of Lehman Brothers on September 15, 2008, a major panic
broke out on the inter-bank loan market. As share and housing prices declined, many large
and well established investment and commercial banks in the United States and Europe
suffered huge losses and even faced bankruptey, resulting in massive public financial

crisis.

Global recession has resulted in a sharp drop in international trade, rising unemployment
and slumping commodity prices. In December 2008, the National Bureau of Liconomic
Research (NBER) declared that the United States had been in recession since December
2007, Several economists have predicted that recovery may not appear until 2011 and that
the recession will be the worst since the great depression of the 1930s. The conditions
leading up to the crisis, characterized by an exorbitant rise in asset prices and associated
boom in economic demand, arc considered as a result of the extended period of casily

available credit, inadequate regulation and oversight, or increasing incquality.

[ast two to three vears, India also expericnced reduced GDP Growth as a result of
economic recession. It may be seen from Table 2.1 that India’s GDP growth rate declined
(rom a high 9.6 % in the year 2006-07 to 6.8% in the year 2008-09. However, GDP growth

remarkably recovered in the subsequent year 2009-10 to 8%.
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Table: 2.1 GDP Growth in India o
Year GDP (at factor cost) (Rs crore ) Growth Rate (%)

| 2005-06 3254216 95
2006-07 ‘ 3566011 ' - 96
2007-08 3898958 93
2008-09 | 4162509 ] 6.8
2009-10 4493743 7 8.0

Souwrce: Economic Survey of India 2010-1!
2.4.2 Impact of US (Global) Recession on India

Indian companies have Il.li-leI‘ outsourcing deals with the US. India's exports to the US have
also grown substantially over the years. Indian companies with major operations in the US
have observed their profit margins shrinking duﬁng Economic Recession. The worries for
exporters have grown as rupee strengthened further against the dollar. However, the long-
term prospects for India remain stable. A weak dollar could bring more foreign exchange
and investment to Indian markets. Oil may get cheaper bringing down inflation. Table 2.2
reveals the trends in aggregate export from India 1o world during 2005-06 to 2008-09. It
may be noted that the trends in export growth was lower in 2007-08 as compared to the

previous vear. During 2009-10 the growth in exports was recorded at 0.52%.

Table 2.2: Trends in Aggregate Exports — India

Year Exports (Rs. Crore) ~ Annual Growth (%)
2005-06 456418 ' o
2006-07 571779 25 27

C2007-08 655864 | T490
©2008-09 | sa0Tss 1 T
_ 2009-10 | 845125 | 0.52 -

Sturee: RBI Handbook of Statistics on Indian Economy 2009- 11

The export of handicrafts has declined from Rs 6181 crores in 2006-07 to Rs 4471 crores

in 2009-10 (Table 2.3).
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Table 2.3 Trends in Exports of Handicraft Products

o ) Final Report

Year Exports (Rs. Crore) Annual Growth (%)
2006-07 6181 ]
2007-08 5844 53

- 2008-09 4949 ' - -153
[ 2009-10 4471 ' | 97 7]

Source: Ministry q,’?'ax:i/e.v, Government Qﬂhcﬁd
2.4.3 Overall Impact of Economic Recession

Unemployment

The full impact of a recession on employment may not be felt immediately. Research in
Britain shows that low-skilled, low-educated workers and the young arc most vulnerable to
unemployment in a downturn. Afler recessions in Britain in the 1980s and 1990s, it took

five years for unemployment to fall back to its ori ginal levels.

According to the latest government study conducted by the Labour Burcau of Ministry of
Labour and Employment as part of a study on the effect of economic slowdown on
employment in India, Five lakh people had been quoted jobless between October to
December 2008 due to the recession. A sample size of 2581 units covering 20 centres
across 11 states was taken up for the survey. Eight major sectors like textile and garment
industry, metals and metal products, Information Technology and BPO, automobiles. gems
& jewellery, transportation, construction and mining industries were included in the
survey. The total employment in all these sectors had come down from 16.2 million in
September 2008 o 15.7 million by December 2008. Exporting units had observed a higher
decline in employment with gems & jewellery sector shedding 8.43% of its work force.
This was followed by metals and textile sector which laid off 2.6% and 1.29% of their
work force respectively. Among the domestic sector units, eems & Jewellery sector again
witnessed the maximum decline in employment with 11.9% of their work force losing
jobs. This was followed by automobiles and transport sectors that shed 4.79% and 4.03%,

of their work force. During the period 2007-08 to 2009-10 uncmployment rate in India
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increased from 8.92% to 9.38%. The result of NSSO 66" round shows that the labour foree

participation rate has declined [rom 43% in 2004-05 to 40% in 2009-10 (‘Table 2.5).

Table 2.4 Unemployment Rates during the period 2007-08 to 2010-11

S.No Year Unemployment Rate
I 2007-08 | ’ 8.92 "
7) 2008-09 ) 9.15
3 2009-10 | 9.38

Sowrce: Estimations based on NSSO Rowunds

Table 2.5 Labour Force Participation Rate (in %) e
Year Male ’ Female Overall Labour Force

TS SN T | A Participation Rate |
Urban | Rural Urban Rural
[ 2004-05 57.0 55.5 178 | 333 43
2009-10 55.9 556 | 146 265 | 40

Source: NSSO 66" Rounds
Business

Productivity tends to fall in the early stages of a recession, and then rises again as weaker
firms close. The variation in profitability between firms rises sharply. Recession also
provided opportunities for anti-competitive mergers, with a negative impact on the wider

economy,

Last two to three years, India also experienced reduced GDP Growth as a result of
economic recession. India’s GDP growth rate declined from a high 9.6 % in the year 2000-

07 to 6.8% in the year 2008-09.
Social effects

The living standards of people dependent on wages and salaries are more alfected by
recessions than those who rely on lixed incomes or welfare benefits. The loss of a job is
known to have a negative impact on the stability of families, and individuals' health and

well-being.
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2.5 TImpact of Economic Recession on Artisans

Impact of the global recession on the Indian economy has been greater than expected as the
overall industrial growth declined substantially. There has been a substantial loss of jobs in
export sectors like handicrafts and textiles where tens of thousands of artisans and skilled
workers were affected. Media reports indicate that workers in export centres like Panipat
and Moradabad were hit badly as export orders have crashed owing to the recessionary

conditions abroad.

The artisan groups are also facing tremendous crisis. The handloom sector is a major
employer, next only to agriculture, with about 25 lakh weavers. The artisanal population in

1980 was estimated in the range of 74.53 lakhs to 1.25 crore persons.
£ I

The artisans, once the backbone of the Indian economy, are [acing tremendous survival
crisis. Foreign companies like Wal-Mart, Target, Gap etc., which have their rudimentary
units in India, are asking their Indian partners (o pay less to the workers on account of the

growing recession. Therefore, the incomes of skilled artisans have plunged.

o

The impact of the global economic downturn is beginning to be pervasive and. ils impact
for the lower income segments of the population in India seems to be (he largest [or those
cmployed in export-oriented handloom and handicrafts sectors like diamond polishing,

parments, carpets and hosiery.

It has been reported that many artisans engaged in export oriented units producing
Handicraft and Handloom products are Muslims. In the recent vears many of these units
arc facing severe financial crisis as a resull of cconomic recession. Many units have been
reported to be closed in the producing clusters from U.P., Bihar and Rajasthan. As a result
of the closure of the units many artisans particularly the Muslim artisans lost their
livelihood options in these clusters. Tlowever, there is no reliable data or information

regarding their economic condition.
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CHAPTER 111

IMAPACT OF ECONOMIC RECESSION ON TRADITIONAL,
SECTORS

3.1. Introduction

Recession means decline in GDP or Gross Domestic Product of a country for two
consecutive quarters. There are various factors that flush an economy into the weird state
of recession but inflation is the main factor which contributes more towards the situation.
The higher the rate of inflation, the smaller the percentage of goods and services that can
be purchased with the same amount of money. This may be because of increased
production costs, higher energy costs and national debt. When the prices of goods reach
their ever higher stage, people tend to cut-on overall spending, luxurious spending, restrict
them towards basic necessities and thus save more and more. As a result, GDP declines
when people begin to cut expenditures in order 10 cul down costs. This makes the

companies to cut their costs as well and they reduce workloree Jeading to unemployment,

Global cconomic meltdown has affected almost all countries, Strongest ol American,
Furopean and Japanese companies are facing severe crisis of liquidity and credit. India is
not insulated, either. However, India’s cautious approach towards reforms has saved it
from possibly disastrous implications. The truth is, Indian cconomy is also facing a kind of
slowdown. The prime reason being, world trade does not function in isolation. All the
economies are interlinked to cach other and any major fluctuation in trade balance and

economic conditions causes numerous problems for all other cconomies.

A slowdown in U.S economy is bad news for [ndia because:

. Indian companies have major outsourcing deals with the U.S

. India’s exports to the U.S have also grown substantially over the vears

. [ndian companies with major operations in the U.S are seeing their profit margins
| shrinking.
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The impact of the global crisis has been transmitted to the Indian economy through three
distinct channels, viz., the financial sector, exports, and exchange rates. The financial
seetor including the banking sector, equity markets, external commercial borrowings and

remittances.

The transmission of the global downturn 1o the handicraft‘handloom artisans has been
through the steep decline in demand for India’s exports in its major markets. The Indian
handicraft/handloom artisanal work has much demand in foreign countries. The first
scetor 1o be hit was the’Gems and Jewelry which felt the impact in \’m-'ember.ZOO(i-O?
itself and where more than 300,000 workers had lost their jobs. The negative impact had
covered other export-oriented sectors Garments and Textiles, Ieather, and Handicrafis.
The 21 percent decline in exports in February 2009 had been the steepest fall in exports for

the last two decades.

3. 2. Impact of Economic Recession on Socio-Economic conditions

India is the biggest victim of financial crisis-induced poverty, according to data obtained
by TOI from the United Nations Department of Leonomic and Social Affairs” (UNDESA).
The UNDESA data estimates that the number of India's poor was 33.6 million higher in
2009 than would have been the case il the growth rates of the years from 2004 to 2007 had
heen maintained. In 2009 alone, an estimated 13.6 million more people in India became

poor or remained in poverty than would have been the case al 2008 growth rates.

In other words, while a dip from the 8.8% growth in GDP averaged from 2004-05 1o 2006-
07 to the 6.8% cstimated for 2008-09 may be nothing like recession faced by the West, its
human consequences for India were probably worse. The 2% decline in India's GDP

arowth rate has cffectively (ranslated into a 2.8% increase in the incidence of poverty.

This increase in poverty may be attributed to a combination of reduced household incomes,

rising unemployment and pressure on public services. Job losses in India were pnimarily in
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export-oriented industrics like textiles, while employment levels in Indian firms catering Lo
the domestic market were largely unaffected, the report says. Monetary and fiscal policy
intervention gave Indian growth some resilience. while safety ncts like India's National
Rural Employment Guarantee Act (NREGA) helped to miligate the effects of the

slowdown.

The impact of the financial sector crisis and the resulting economic downturn on the lower
income segment of the population has been varied in India. In some sectors, particularly
export dependent sectors such as diamonds and carpets, there have been a lot of shutdowns
and layofTs, and thus a corresponding loss of livelihoods. In those scctors in which demand
was derived from exporl and domestic growth (i.c. mainly higher ¢nd construction, trade,
transport, hotels and restaurants, personal and domestic services). there has been a
downturn with its impact on employment and wages but it is not a case of mass layoffs.
Large number of jobs for the lower income group come from these sectors so at least wage
incomes have been protected. However, quality of life is a function of real income, which
has come under pressure because of a rise in the prices of wage goods. particularly food
items. Thus the effects of the economic crisis are amplified for the lower income scgments
ol the population due to (i) reduction in wage employment opportunitics, and (1i) increase

in cost of food.

The most well-known downturn affecting a single cluster was. in the diamond polishing
cluster of Surat. “Nearly 50 percent of the 400,000 workers in Surat’s diamond cutting and
polishing industry have already lost their jobs due to the global slowdown by the end of
2008" (The Economic Times, 17 March 2009), Perhaps we can take solace in the fact that

negative impact of this magnitude has not been seen in any other cluster.

But smaller effects can be seen in many of the other non-farm sub-sectors, which are
export oriented, such as carpet weaving. The export-oriented handmade carpet industry has
amajor share in the international markets, and provides employment to millions of people

m the country. More than two million rural artisans depend on this industry for their

sustenance. Over I\b 35 bl“l()n worth handmade cazpctq arc L\pmlcd lo various LOUHUIC
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