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The poor are responsible too

Our surveys show cash transfers made people work more, improved their health, and education levels also rose

he debate on cash benefits

been poisoned by ideo-

logical posturing, amid

claims of ulterior motives.

The question should be

whetherdirectmonetary payments toin-

dividuals and families could overcome

thefailings of theexisting systemsoasto

inducestructural changes thatwouldre-

vive economic growth while addressing

the disgracefulfact that over 350 million

peopleremainmiredin poverty after two
decades of high growth.

In2011, we launched two pilotstotest
the impact of what are best called basic
income grants, funded and overseen by
UNICEF, with SEWA as coordinator. In
eight villages in Madhya Pradesh, every
man, woman and child was provided
withamonthly cashpaymentof initially
F200for eachadultand ¥100for each child
paid to the mother or guardian; these
werelaterraised to¥ 300 and 150, respec-
tively. The money was paid individually,
initially as cash and after three months
into bank or cooperative accounts.
Painful lessons were learned about how
to do that, which national and state au-
thorities mustheed if they areto succeed
inrollingoutdirect cash benefits.

There was no substitution for other
schemes. And no conditions were im-
posed on recipients. This we regard as
crucial. Those who favour conditionali-
tyareeffectively saying they donot trust
peopletodowhatis in theirbestinterest
and thatthepolicymaker knows whatis.

Wealsooperated asimilarschemein
a tribal village, where for 12 months
every adult was paid ¥500 a month,
every child T150. Another tribal village
wasusedasacomparison.

Basic income grants are not a magic
bullet. They work optimally with good
public services and social investment.
And we believe they would operate bet-
ter if implemented alongside aVoiceor-
ganisation. So, in half the villages se-
lected, SEWA was operating; in the
others, it wasnot.

Westudied the impactover 18months
using arandomised control methodolo-
£y We havemuch moretodo with theda-
ta, but thestory is fairly clear. Before re-
viewing thefindings, notethat contrary
to some assertions, a majority did not
prefersubsidies, and with experienceof
cash grants more came to prefer cashto
subsidies. The localsdonot callthe PDS
rationshops “control” for nothing.

So, to eleven results. First, many
wsed money to improve their housing,
latrines, walls androofs, and takingpre-
cautions against malaria. Second, nu-
trition was improved, particularly in
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SC and ST households.
Perhaps the most wonder-
ful finding was the signifi-
cant improvement in the
average weight-for-age of
young children (the WHO
Z-8C0re), more SO among
girls. There was a shift
from ration shops to mar-
kets, made possible by the
increasedfinancialliquid-
ity This improved diets,
with more fresh vegetables and fruit,
rather than the narrow staple of stale
subsidised grains, often mixed with
stones inthebags acquired through the
PDS {aptly named) “control” shops.
Third, better diets probably helped
account for the improved health anden-
ergy of children. We observed a much
reduced incidence of seasonal illness
and more regular taking of medicines,
aswell asmore resort toprivate health-
care. Public services must improve!
Fourth, better health helped explain
the improved school attendance and
performance. Also contributing was
the fact that families were able to buy
things like shoes and pay for transport
to school. An important point here is
that families were taking action them-
selves. There is no need toapply expen-
siveconditionality Peoplecan thinkfor
themselves! People who are treated as
adultslearn to beadults; peoplewho are
treated as children remain childlike. No
conditionality is morally acceptable
unless you would willingly have it ap-
plied toyou, your wifeor your daughter.
Fifth, the scheme had positive equi-
ty outcomes. Inmost respects, we found
a bigger positive effect for disadvan-
taged groups—Ilower-caste families,
women and those with disabilities.
Suddenly, they had individual money
and thus a bargaining position in the
household. Empowering thedisabled is
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sadly neglected.

Sixth, the basic income
grants were associated
with investment in small-
scale ways—more and bet-
ter seeds, sewingmachines,
establishment of little
shops, repairs to eqguip-
ment, and so on. This was
associated with more pro-
duction, andthushigherin-
comes. The positive effect
on production and growth means that
the elasticity of supply would offset in-
flationary pressure due toany increased
demand for basicfood and goods.

Seventh,contrarytothesceptics, the
grantsled tomore labour and work . But
the story is nnanced. There was a shift
from casual wage labour to more own-
account farming and business activity,
with less distress out-migration.
Women gained more than men. Isn't
that what we want?

Eighth, there was an unanticipated
but wholly welcome reduction in bond-
ed labour. This has huge implications
forlocal development andequity

Ninth, those with grants were more
likely toreducedebt and lesslikely togo
into increased debt. Onereasonwasthat
they had less need to borrow for short-
term purposes, at 5% or more amonth.
Indeed, the only group to complain
about the pilots were moneylenders.

Tenth, one cannot overestimate the
importanceof financialliguidity in low-
incomecommunities. (Money isascarce
and monopolised commodity, giving
moneylenders and officials power: By-
passing them in the distribution is not
theonlyway bywhich cash grants would
erodecorruption.) Even thoughfamilies
were desperately poor, they managed to
put some money aside as savings, and
thus could avoid going into dee per debt
amnd be more resilient when financial
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criseshit, via illness or bereavements.

Eleventh, unlikesnbsidised targete
schemes thatlock economic structure:
and power structures in place en
trenching discretionary, corrupt dis
pensers of BPL cards, rations, specia
schemes—of which there were 358 01
the areas covered—universal uncondi
tional basic income grants allow vil
lagers greater control of their lives
And they have beneficial equity am
economic growth effects.

Policymakers must realise that uni
versal schemes can be less costly than
targeted schemes. Targeting, whethe
by thediscredited BPLecard, which I an
glad is being abandoned slowly, or b
other methods, is expensive to design
implement and maintain. All targetin
methods havehigh exclusion errors. Wi
foundonlyaminorityof the pooresthac
BPLcards. [ampre pared to betwitham
IPLfreebookie that within a yearof th
introduction of any targeted mecha
nism there will be overwhelming evi
dence of chronie inefficiency, inequity
and corruption. Advocatesof new meth
ods should put theirmoney wherethel
mouth is. There are teething costs witl
direct cash benefits. This is one reasol
for recommending that any substitu
tion for subsidy schemes is done aftel
they have been established, notbeforeo
at the same time. A final recommerula
tion is that gover nment should involvi
reputable independent civil society
groups in the implementation and no
rely solely on the BC model.

These are momentons times in Indi
an social policy. Old-style paternalisn
must be rejected and anew progressivi
system constructed.

The authoris aprofessorof econom
ics, SOAS, University of London, an
has been an independent adviser to th
SEWA-UNICEF pilot.






