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Editorial

The world economy has undergone unprecedented changes in the last two decades. The global balance of
economic power has shifted from the western hemisphere to the eastern one significantly in these years and
the American slowdown had an impact over the European Union but the Asian Tigers passed this comfortably
with only a rangential touch on some of the market variables. Greece’s Socialist Government had to cry for a
bailout support from the financial institutions since the Greek economy was shattered by some internal as well
as some external factors. It was mandatory for the European Union to bail out the Greek economy since it had
high stakes in that economy. The sudden devaluation of Chinese Yuan was a very well thought out fiscal
strategy of the People’s Republic of China which took the western economies by surprise. The crude oil prices
have been falling for quite some time in the internarional market which had a positive effect on the economies
striving against inflation.

At the home frong, with a right wing government having been sworn in, the industry and corporate sectors
puffed up with excitement and this showed itself in the immediate rise of sensex. But it was a temporary
upsurge. Svon things got into the rut of the traditional capitalist market reality. India claimed to have attained
a growth rate of some 6 to 7% annually. Though unprecedented rise in the prices of eatables and other
consumer products did make some hue and cry in public at large but the corrective measure taken by present
government focused to bring down the inflation will cerrainly take some time.

Agriculture plays a vital role in the Indian economy contributing 13.9 percent to the GDP along with allied
sectors. Agriculture exports constitute a fifth of the roral export of the country. Though agriculture sector
continues to suffer in the current year also, the Agriculture growth rate is lagging far behind the national
growth rate.

Financial inclusion has become one of the most critical aspects in the context of inclusive growth and
development. Need of hour is to take the policies to grass root level by bringing financial help to the doors of
rural Indian. For this a massive program needs to be launched by government taking help of various
government agencies, NGQO’s, social groups, industrialists etc. India’s overall growth fully depends upon
smaller entrepreneurs and not the giant industrialist limiting too little in number.

Education has become a booming industry in the country. The facility of creating a private university which
may be run as a tax free profit earning economic initiative has ateracted numerous private players in the sector.
Rajasthan is leading in this with more than forty three private universities already working in various parts of
the state. It has become the most unregulated industry causing exploitation of its ‘beneficiaries’.

This number of Arthavad carries some articles which discuss some of these issues. Your learned comments on
these are welcome.

Prof. Suman Pamecha
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Wage Disparity in the Industrial Sector in Rajasthan

Dr. Heena Sidhu!

Abstract

The industrial sector in Rajasthan has undergone considerable structural changes during the 2000-11 period.
Increase in capital intensity and contribution of capital to the growth of industrial outpur signify the
modernization and diversification that has taken place in the industrial sector. Since new technologies demand
skilled operators and intensive supervision, the study concluded that wage disparities among different
categories of workers within and across different industries in Rajasthan have increased substantially over the
period of time.

Introduction

A disparity in the payment of wages to workers is not a new phenomenon. Studies on wage structure have
empirically established the existence of substantial wage differentials among the workers possessing different
degrees in education and technological skills. Some important studies that have been widely quoted on this
subject, were undertaken by Dickens and Karz (1986), Krueger (1991), Krugman (1994), Murphy et. al. (1998)
and Virén (2005).

Industrial sector in Rajasthan is dominated by the small and medium scale industries (SMIs). The SMIs have
been recognized as the engines of economic growth. The commonly perceived merits for their promotion in
the government policies include higher labour intensity, dependence on indigenous skills, industrial dispersal,
industrial linkages and entrepreneurial development. The case for the promotion of SMls in Rajasthan is
unquestionable as they have not only created large-scale opportunities for employment generation and income
earning resources at relatively low costs, but also contributed considerably in the achievement of sustainable
economic growth. As per the state profile of Rajasthan prepared by the Research Bureau of the PHD Chamber
of Commerce and Industry, New Delhi in April 2011 (p.9), the contribution of industrial sector to the gross
state domestic product has been comparable with the agriculrural sector, which continued to remain around 28
percent during the period from 2000-01 to 2009-10. The statistics of the Annual Survey of Industries show
that around four percent of the total industrial units in India are located in Rajasthan. The importance of the
industrial sector on the landscape of India is apparent from the fact that Rajasthan stands ninth in case of
industrial establishments, holds tenth rank in industrial employment, ninth rank in the contribution to the
value of industrial output, twelfth rank in gross value added and fourteenth rank in case of net value added by
the industry (Table-1}.

1 Professor, Dept. of Econonics, School of Social Sciences, Gujarar University, Ahmedabad
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Table 1: Ranking of Rajasthan on the Industrial Landscape of India

SI. No. Particulars 2000-01 2010-11
1 Number of Factories 9 9
2 Number of Employees 12 10
3 Fixed Capital 11 11
4 Value of Gross Output 11 9
5 Gross value added 10 12
6 Net Value Added 10 14

Source: Calculated from ASI Statistics.

The government of Rajasthan has been playing a key role in the development of industrial sector by providing
infrastructure facilities that are conducive for the healthy growth of industries at strategic locations. The
industrial sector in Rajasthan demonstrates considerable variations in the organizational structure, production
technology, plant size, product mix and labour productivity. These variations have considerable impact on
wage payments. It is generally believed that the market conditions, stringent Jabour laws and government
protections do not determine the wages in the organized manufacturing sector. In this context Hina Sidhu
(2010) empirically examined the relationship between the payment of wages and labour productivity in the
organized industrial sector in India. The study revealed sizeable disparities in the wages paid to the worker and
non-worker categories of employees within and across the industrial grouping. The study also found that labour
productivity was an important determinant of the wage payments in each industry.

As the wage structure significantly impact the spatial labour markets, it is important to examine the wage
disparity within and across different industries at the state level. Thus the focus of this study revolves around
the probing of wage disparity within and across different industries in Rajasthan. The paper is structured in
five parts. Part one is introductory. Part two states the classification of industries and sources of data used for
the study. Part three presents the structural changes that have taken place in the industrial sector in Rajasthan
over the period from 2000-01 to 2010-11. Part four examines the wage disparities within and across different
industries. Finally part five presents the conclusions that emerge from the study.

Data Source and Classification of Industries

This study is based on the data obtained from the Annual Survey of Industries {(ASI). The ASI is an important
survey conducted by the Central Statistical Organization under the Ministry of Statistics and Programme
Implementation of the Government of India. ASI covers the industrial units thar are registered under the
Factories Act 1948. As per the ASI reports, the design of data collection during each year classifies the
industrial units into two categories viz. the census sector units and the sample sector units. The definition of
census sector units for the ASI keeps changing from time to time. For example prior to the year 1987-88 the
census sector covered all the units that employed 50 or more workers and operated with electricity and also
those units that employed 100 or more workers and operated without electricity. In 1987-88, the census sector
covered all the units that employed 100 or more workers irrespective of their operation with or without power.
In 1998-99, the census sector was redefined to include all the units with 200 or more workers along with some
other important units which contributed significantly to the value of output even if they employed less than
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200 workers. Further the census sector also covered all the public sector undertakings. As per the new criteria
that is being followed currently the census sector covers (a) all industrial units located in che six induserially
backward states and union territories viz. Andaman & Nicobar Islands, Manipur, Meghalaya, Nagaland, Sikkim
and Tripura and (b) in the rest of the states and union rerritories census sector covers all units having 100 or
more employees and all the factories covered under Joint Returns. It may be noted that the Joint Return can
only be compiled if the units are located in the same state, covered under the same industry group at 4-digit
NIC level, controlled by single management and also for which separate unit-wise accounts are not available.
The rest of the universe of the registered industrial sector is covered by the sample sector following some
specific method for the determination of sample size. It has been claimed that the revision of census sector
and the determination of sample size in the sample sector has been done carefully to maintain a fair level of
precision in the estimates at the state level. The compilation of data in the ASI statistics is done following the
Narional Industrial Classification (NIC), which is based on the United Nations International Standard
Industrial Classification (UNISIC).

It is important to note here that the NIC codes were revised twice in India during the study period. First
revision was done in the year 2004 and the second in 2008. Due to a change in the NIG sub-groupings, the
clubbing of some industries became essential in order to make the data comparable. Hence a concordance
table between NIC-1998 and NIC-2008 at 3-digit industry level was prepared for the compilation of data at
NIC 2-digit industry groups in order to achieve precision at the industry level comparison. With the clubbing
of industries, the number of industry groups considered for this study was reduced to 23. A detailed list of the
2-digit NIC 2008 groups has been presented in Annex-1.

The ASI data considered for the present study pertained to (a) number of industrial units covered in the ASI,
(i1) rotal employment and (iii) wages and salaries paid. The data on total employment includes {a) workers
(regular as well contract workers), (b) managers and supervisors and (c) other employees engaged in the office
and field activities. Yearly data on wages and salaries were compiled at the current prices. The wage data at
current prices were considered because the wage disparities across different category of employees and
different groups of industries are examined separately for the two selected periods (2000-01 and 2010-11) and
their comparative analysis did not require the conversion to constant prices. Moreover the calculations at
current prices showed the actual payments received by the employees during both the time periods.

Structural Changes in the Industrial Sector

Industrial sector in Rajasthan is dominated by four groups of industries viz. (i) other non-metallic mineral
products, (ii) textiles, (iil) food products and (iv) basic metals. Although their share in rotal number of
industrial units, fixed capital, industrial employment and value of output has declined slightly from 64 percent,
56 percent, 63 percent and 57 percent respectively in 2000-01 to 61 percent, 50 percent, 57 percent and 55
percent respectively in 2010-11, their contribution to net value added by the industry has increased from 45
percent in 2000-01 to 53 percent in 2010-11. Over the period of time the manufacturing of rubber and plastics
products has also emerged as an important industry in Rajasthan. Its share in industrial concentration and net
value added has increased from 3 percent and 6 percent respectively in 2000-01 to 5 percent and 7 percent
respectively in 2010-11.
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The structure of industrial sector in Rajasthan has undergone considerable changes over the 2000-01 to 2010-
11 periods. During this period, industrial units of relatively larger sizes were established as a result of which
employment per unit increased from 48 persons in 2000-01 to 57 persons in 2010-11 and capital intensity i.e.
Capirtal-labour ratio almost doubled from nearly Rs. 6 lakh per employee in 2000-01 to Rs. 12 lakh per
employee in 2010-11. With the modernization of plant and machinery and improvement in production
technology in most of the industrial units, the output per unit of fixed capital increased by 3 percent per
annum in the overall industrial sector which is an important indicator of the impact of improved technology on
the production structure.

Table 2 revealed that the investment on fixed capital has generated considerable employment and enhanced
output in the manufacturing of motor vehicles, trailers and semi-trailers, wood and wood products except
furniture and fabricated metal products except machinery and equipment industries. Relatively higher growth
in capital-labour ratio in the manufacturing of other transport equipment and motor vehicles, trailers and semi-
trailers industries indicated that considerable modernization in the production technologies has taken place in
these industries. High growth in capital-labour ratio vis-d-vis negative growth in employment in the
manufacture of tobacco products, wood and furniture products, paper and paper products and other transport
equipment industries pointed out that investments in these industries were directed towards the
implementation of labour saving technologies.

In 2000-01 employment per unit was highest in the manufacturing of other transport equipment (190
persons), followed by computer, electronic and optical products (143 persons}, tobacco products (129 persons)
and repair and installation of machinery and equipment (101 persons). The employment scenario changed over
the passage of time. In the year 2010-11 average employment per industrial unit was highest in the
manufacturing of computer, electronic and optical products (204 persons), followed by motor vehicles, trailers
and semi-trailers (123 persons), manufacturing of wearing apparel (91 persons), and leather and related
products (90 persons). On the other hand employment per unit nose-dived in the manufacturing of tobacco
products and repair and installation of machinery and equipment. Table Z revealed that average employment
in the repair and installation of machinery and equipment industry has declined from 100 persons in 2000-01
to only 10 persons in 2010-11 and in the tobacco products industery the decline was from 129 persons in 2000-
01 to only 34 persons in 2010-11. Drastic fall in the average size of units in these industries could be due o a
change in the sampling of industrial units for the ASL

Table Z: Structural Changes in the Industrial Sector in Rajasthan (Growth % per Annum)

NIC | Average Empl. Per | Growth in Capital/ Labour | Growthin| Output/Fixed | Growthin
2008 Unit (Nos.) Plant Size Ratio (Rs. Lakh) | Capital- | Capital Ratio (Rs.) | Output-
2000-01 | 2010-11 | (Employees) | 2000-01 | 2010-11 | Labour |2000-01 | 2010-11 | GCapital
Ratio Ratio
01 249 26.0 0.8 0.6 0.9 4.6 23.7 40.3 5.5
10-11 36.6 50.1 3.2 3.5 6.3 6.2 6.8 10.6 4.5
12 129.4 33.6 -12.6 0.4 0.8 7.6 5.5 4.1 -3.0
13 66.0 72.3 0.9 2.9 5.6 6.9 2.8 3.3 1.8
14 44.8 91.5 7.4 2.2 2.9 2.5 5.1 3.3 -4.3
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15 48.2 90.4 6.5 0.9 4.4 16.6 5.4 3.1 -5.4
16 12.1 37.4 11.9 2.0 4.5 8.8 2.0 3.5 5.7
17 23.6 15.5 -4.1 3.0 9.7 12.4 3.1 2.0 -4.4

18-58 38.0 44.0 1.5 1.5 5.8 14.6 6.1 2.9 -7.1
19 37.8 29.5 -2.5 23.5 14.4 -4.8 1.0 17.0 32.3
20-21 65.7 58.7 -1.1 19.9 21.1 0.6 1.6 2.6 5.2
22 40.6 36.4 -1.1 7.7 11.7 4.2 1.8 4.3 8.8
23 28.4 37.4 2.8 10.7 16.9 4.7 1.0 1.2 2.6
24 45.1 51.5 1.3 5.5 10.4 6.5 3.8 7.3 6.9
25 29.6 66.9 8.5 4.4 7.2 5.1 2.5 4.0 4.9
26 142.7 203.7 3.6 8.0 15.6 6.9 1.6 3.7 8.5
27 399 74.9 6.5 33 7.8 8.9 3.7 4.7 2.3
28 57.7 53.0 -0.8 3.0 8.6 11.0 2.6 3.0 1.3
29 354 123.3 13.3 5.1 24.7 17.2 1.7 2.3 3.3
30 189.9 63.2 -10.4 1.5 16.0 26.6 1.9 3.7 7.0
31 60.1 38.7 -4.3 1.1 2.5 8.5 5.2 3.7 0.9
33 100.7 10.2 -20.5 2.8 L5 -6.1 3.1 11.7 14.1
Other | 16.3 61.3 14.2 1.9 67.3 42.8 43.2 1.1 -30.5
All 48 57 1.9 5.9 11.7 7.1 2.3 3.0 2.8

At the aggregated level, average size of industrial units increased from 48 persons in 2000-01 to 57 persons in
2010-11. Workers accounted for about 76 percent of total employees in 2000-01 and 79 percent in 2010-
11(Table 3). It is also evident from the table that the composition of workers in the industrial sector in
Rajasthan is comparable with the scenario at the all India level as at the national level the workers accounted
for about 77 percent of total employees in 2000-01 and 78 percent in 2010-11. Table 3 states that the
industries which were engaged in the manufacturing of tobacco products and leather and related products

employed relatively fewer managerial and supervisory staff compared to the computer and electronic products,
and printing and publishing industries in Rajasthan and all India as well. Overall the managerial and
supervisory staff accounted for about 11 percent of total employment in 2000-01 and 9 percent in 2010-11 in
Rajasthan, whereas at the all India level they accounted for about 10 percent of total employment during both

the years.

Table 3: Industry wise Distribution of Employees

NIC All Workers as % of Total Employees Managers & Supervisors as % of Total Employees
2008 Rajasthan All India Rajasthan All India
2000-01 2010-11 2000-01 2010-11 2000-01 | 2010-11 | 2000-01 | 2010-11
0 74.6 81.3 84.1 82.2 6.3 3.0 4.3 6.5
10 65.8 78.3 77.8 78.8 10.4 8.3 6.4 7.3
11 70.4 82.2 72.9 78.2 11.8 8.0 9.4 9.1
12 92.7 93.5 94.4 95.7 2.7 2.1 1.4 1.6
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13 79.3 81.9 85.4 85.5 8.1 7.0 6.4 6.8
14 75.5 82.7 85.8 85.5 9.5 7.1 6.2 6.4
15 82.3 85.8 83.5 86.2 7.6 5.7 7.5 6.5
16 | 710 82.8 78.3 78.2 10.1 6.6 9.8 9.4
17 78.0 74.0 78.4 79.2 9.9 13.9 10.4 10.3
18 57.3 60.3 63.7 65.2 5.1 5.2 12.4 12.2
19 77.1 82.1 69.4 74.7 5.7 13.9 14.2 15.5
20 68.4 76.1 68.2 74.4 19.7 12.7 13.7 13.3
21 68.9 61.3 13.7 16.1
22 78.4 74.9 75.1 78.6 11.3 14.0 11.9 10.9
23 75.4 77.1 79.5 82.7 114 9.5 9.0 8.2
24 78.3 78.3 75.1 76.1 9.1 9.0 11.9 124
25 77.2 82.0 75.4 79.3 14.1 7.9 12.2 9.6
26 63.1 68.3 65.6 70.6 15.0 11.9 18.7 15.0
27 71.1 78.6 69.1 74.4 11.5 10.4 15.8 13.3
28 73.8 75.1 65.8 68.4 14.6 12.7 16.7 14.6
29 79.4 81.0 70.5 78.2 11.9 12.2 19.6 11.7
30 74.9 78.2 74.5 80.7 13.6 13.9 12.4 9.5
31 86.2 81.9 71.8 77.2 7.9 8.5 10.3 10.0
32 82.4 79.5 80.1 78.8 8.0 8.7 8.6 8.7
33 83.4 74.1 5.7 12.3
58 45.7 48.0 8.9 20.7
Others 75.2 65.0 69.0 64.1 11.6 13.0 12.3 13.2
All 75.6 78.6 77.5 78.5 10.6 9.1 9.7 9.8

The employment of managers and supervisors varied considerably across the industries in Rajasthan. In 2000-
01 the industries that employed relatively more number of managers and supervisors were chemicals and
chemical products and the manufacturing of computer, electronic and optical products. In these industries the
workers to supervisors rarios were relatively low (Table-4). Similarly in the year 2010-11 the industries that
employed more managerial and supervisory staff were the manufacturing of paper and paper products,
pharmaceuticals and medicinal chemicals, rubber and plastic products and publishing activities. On the other
hand the activities that demanded relartively less supervision in 2000-01 were the manufacturing of tobacco
products, coke and refined petroleum products and crop and animal related industries. Thus the workers to
supervisor's ratios in these industries were relatively low. On the other hand in 2010-11 the workers to
supervisor's ratios were relatively high in the manufacturing of tobacco products, crop and animal related
industries, leather and related products and repair and installation of machinery and equipment. The aforesaid
discussion pointed out the variations in production technologies that determine the demand for skilled
workers due to which wage disparities persisted among different categories of workers.
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Table 4. Number of Workers Employed per Manager and Supervisor

NIC 2008 2000-01 2010-11
01 11.8 271
10 6.3 9.5
11 5.9 10.3
12 34.3 43.9
13 9.8 11.6
14 8.0 11.7
15 10.9 15.0
16 7.1 12.6
17 7.9 53
18 11.3 11.6
19 13.5 5.9
20 3.5 6.0
21 5.0
22 6.9 5.3
23 6.6 8.1
24 8.6 8.7
25 5.5 10.4
26 4.2 5.7
27 6.2 7.6
28 5.1 5.9
29 6.7 6.6
30 5.5 5.6
31 10.9 9.6
32 10.3 9.1
33 14.6
58 5.1

Others 6.5 5.0
All 7.1 8.7

Wage Disparities in the Industrial Sector

Since the implementation of economic reforms in India, the industries are operating in a competitive
environment. The strategies for survival in competition and attainment of healchy growth necessitate the
renovation of plant and machinery. A phase of 10 vears is considered fairly long for effecting technological
improvements. A structural change in technology demand more skilled supervisors and managers leading to the
widening of wage disparities among different categories of employees. Moreover the fixation of minimum wage
rates, competent labour markets and the revision of pay scales of the central and state government employees
on the basis of the recommendations of the Pay Commission Report also play an important role in the payment
and revision of wages and salaries in the private sector.
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Until 1998-99 the wage related information in the ASI was collected for two categories of employee's viz.
workers and non-workers. Since the year 1999-2000 the ASI staristics provide separate information on
industry-wise wages and salaries paid to three categories of employee's viz. (i} workers, (ii) managers and
supervisors and (iii) other employees engaged in the office and field linked activities. Separate information is
very useful to examine the wage differentials among different categories of employees in each industry. The
analysis 1s based on the data at current prices. There are three reasons to use the data at current prices. They
are (i) the static darta for the year 2000-01 or 2010-11 to examine wage disparities during a particular year does
not require the application of price deflators, (ii) the data ar current prices will provide real picture of wage
differentials within and across different groups of industries, and (iii) the growth rates of wages when
calculared at current prices or at constant prices will provide similar information about the shift in wage
disparities over the period of time.

There were substantial variations in the payment of wages and salaries (excluding bonus and employer’s
contribution like provident fund, etc.) in each industry. At the aggregated level, average monthly wages and
salaries (at current prices) paid to different categories of employees in 2000-01were Rs. 3487 to workers, Rs.
5419 to the office staff and Rs. 11945 to managers and supervisors. Similarly in 2010-11 average monthly
payments were Rs. 6470 to workers, Rs. 14537 to the office staff and Rs. 36939 to managers and supervisors.
Industry wise comparison stated that in 2000-01, average monthly payments were relatively higher in the
manufacturing of computer, electronic and optical products, machinery and equipment (n.e.c.) whereas in the
year 2010-11 the average monthly payments were relatively higher in the coke and refined petroleum products
industries (Table-5). The analysis also indicated a steep rise in the average wages in coke and refined
petroleum products industries over the years. The analysis also stated that wage rates were low in the crop and
animal related industries and tobacco products activities in 2000-01 and 2010-11.

A further computation from figures in table 5 revealed that among the 23 industry groups in 2000-01, there
were 14 industries in which the office staff received less than half of the salaries of managers and supervisors.
In 2010-11 there were 26 industry groups of which in 22 industries the office staff received less than half of the
salaries of managers and supervisors. Further in 2000-01 there were 10 industries in which the office staff
recetved more than one and half times the payments of workers. In the year 2010-11 there were 22 industries
in which office staff received more than one and half times the payments to workers. Among these there were
12 industries in which the office staff received more than double the payments of workers. The above analysis

points out that wage disparities among different categories of employees have increased over the period of
time.

Coefficients of variation were calculated to understand the wage disparities within each category of employees
across the industry groups. In this context it is important to mention that a smaller value of the coefficient of
variation represented that most values were close to the average. On the other hand a higher value of the
coefficient of variation indicated that many values were much higher or lower than the average, which poeinted
out the presence of inequities. The calculations of the coefficient of variation revealed that in the year 2000-
01, disparities were relatively high in the payments of wages to workers and low in the payments of salaries to
managerial and supervisory staff. For the year 2010-11 the values of the coefficients of variation stated that
disparities were relatively higher in payments to managerial and supervisory staff and low in payments to office



Arthavati : An International Journal | Volume-2 | Issue-1 | Jan-June, 2015 9

staff. The reasons for widespread wage disparities across the industries could be due to variations in technical
knowledge, skill levels, work performance and dispersed profit margins in the industrial acrtivities.

Table 5: Industry wise Wage and Salary Structure in Rajasthan (Fig. in Rs. per Month*)

INIC 2008 2000-01 2010-11
Worker | Office and [Manager and All Worker | Office and Manager and All
Ficld Staff | Supervisor | Employees Field Staff | Supervisor | Employees
01 1452 1981 2008 1584 3283 3611 10518 3552
10 3271 5287 11261 4575 6969 12764 29505 9605
11 4226 5296 12423 5387 7073 13779 38736 10253
12 1583 3019 12897 1953 2960 6103 20793 3478
13 3219 4686 9418 3898 6054 11600 23576 7900
14 2558 4268 7136 3246 5940 10307 29748 8072
15 2137 3796 7078 2670 5290 9219 22854 6627
16 1911 1618 4663 2169 6475 9322 23143 7872
17 2293 4276 7388 3031 4755 8998 20716 7492
18 5285 7264 12634 6395 8434 22182 61696 15943
19 5746 4095 16026 6054 21709 33333 115863 35217
20 3437 6403 16189 6305 7499 25535 63034 16579
21 7493 13617 36760 12574
22 4514 4683 10699 5237 7144 14586 34289 11775
23 3031 5492 10987 4250 4986 15916 40049 9791
24 4457 6009 16012 3700 6525 15390 43827 11003
25 4539 4745 13225 5800 7109 16247 48148 11272
26 6189 9396 11848 7738 12899 27038 45460 19580
27 3030 5192 10149 4223 5559 15081 32490 9407
28 5429 6843 16984 7284 9763 13572 34049 13310
29 2718 2846 16005 4326 13558 18132 48501 18136
30 3795 7525 12547 5407 7092 18441 59717 15282
31 3851 5464 14216 4766 6182 9578 24984 8108
32 3064 4071 6209 3399 5642 12283 23909 8017
33 6056 11111 17424 7254
58 8015 20385 31699 15736
Others | 3440 6265 13438 4967 7109 10759 44403 12745
Coeff. of | 36.6% 35.5% 34.9% 35.7% 49.1% 44.4% 54.4% 53.3%
Variation

All 3487 5419 11945 4644 6470 14537 36939 10229

* (a) At current prices and (b) Do not include bonus and employer's contribution

In order to understand whether wage disparities among different categories of employees within each industry
have increased or decreased over the years, growth rates were calculated from the wage and salary calculations
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in table 5. For reasons stated earlier, the calculations of wage payments were done at current prices. In the
context of growth rates, it may be noted that the growth rates obtained from the data at current prices or at
constant prices would provide similar results. Considering that technological changes in the industries have
increased the demand for more skilled and experienced supervisors and managers, the wage rates of the non-
worker category of employees are expected to register relatively higher growth. Since the data for two points of
time was considered for comparative study, point-to-point growth rates were calculated by using the
compound annual growth rate (CAGR) method. The CAGR is a ‘smoothed’ rate of growth because it measures
the growth at a steady rate on an annually compounded basis. Industry wise growth rates of the average
monthly payments to different categories of employees are presented in table 6. The analysis at the aggregated
level stated that the annual growth in wages of workers was merely 6.4 percent while the salaries of office and
field staff increased by 10.4 percent and the remunerations of managers and supervisors increased by 12
percent. Relatively higher growth in the salaries of managers and supervisors and lower growth in the wages of
workers is an indicator of the rise in wage disparities in the industrial sector in Rajasthan.

Table 6 revealed that the growth in wages and salaries varied considerably across different industries and
categories of employees. More than 10 percent per annum growth in the average monthly payments was
recorded in 3 industry groups in case of wages to workers, 12 industry groups in case of salaries of office staff
and 19 industry groups in case of salaries to managers and supervisors. For all the employees taken together, a
growth of more than 10 percent per annum in the wages and salaries was recorded in 5 industry groups. They
were the manufacturing of wood and wood products except furniture, coke and refined petroleum products,
chemicals and chemical products, motor vehicles, trailers and semi-trailers, and other transport equipment

industries. In the rest of the industry groups, growth in wages and salaries was below 10 percent per annum.

In the context of low growth in wages and salaries it is important to mention that the consumer price index
(CPI) of industrial workers in India recorded a growth of 6.5 percent per annum over the period from 2000-01
to 2010-11. Thus a growth in wage and salaries below 6.6 percent would imply that the rise in remunerations
failed to absorb the increase in commeodity prices at the retail level, which in other words would imply the
worsening of economic conditions of the employees over the study period. Table 6 revealed that below 6.6
percent per annum growrh was recorded in 13 industry groups in case of wages to workers, 2 industry groups in
case of salaries of office staff and 2 industry groups in case of salaries to managers and supervisors. For all the
employees taken together, less than 6.6 percent per annum average monthly growth in wages and salaries was
recorded in 3 industry group's viz., the manufacturing of furniture, tobacco products, and machinery and
equipment (n.e.c) industries.

Table 6: Growth in Wages and Salaries during 2000-01 to 2010-11(Fig. in % per Year)

NIC 2008 Worker Office & Field Staff | Manager/ Supervisor All Employees
01 8.50 6.19 18.01 8.41
10 7.86 9.21 10.11 7.70
11 5.29 10.03 12.04 6.65
12 . 646 7.29 4.89 5.94
13 6.52 9.49 9.61 7.32
14 8.79 9.22 15.34 9.54
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15 9.49 9.28 12.44 9.51
16 12.98 19.14 17.38 13.76
17 7.57 7.72 10.86 9.47
18 4.79 11.81 17.18 9.57
19 14.22 23.33 21.87 19.25
20 8.11 14.84 14.56 10.15
22 4.70 12.03 12.35 8.44
23 5.10 11.23 13.81 8.70
24 3.89 9.86 10.59 6.80
25 4.59 13.10 13.79 6.87
26 7.62 1L15 14.39 9.73
27 6.26 11.25 12.34 8.34
28 6.04 7.09 7.20 6.21
29 17.43 20.34 11.72 15.41
30 6.45 9.38 16.88 10.95
31 4.85 5.77 5.80 5.46
32 6.29 11.68 14.43 8.96

Other 7.53 5.56 12.70 9.88
All 6.38 10.37 11.95 8.22

A relative variation in the growth rates measures the shift in wage disparity. In table 7 a shift in wage disparity
was measured by obtaining the differences between the growth rates of two different categories of employees
i.e. deducting the growth rate for lower category of employees from the growth rate for higher category of
employees. Positive difference pointed out an increase in wage disparities while negative difference implied
the decline in wage disparities between the two categorics of employees. It appears from table 7 that the wage
disparities have declined only in a few industry groups in Rajasthan. Wage disparities between workers and
office staff have decline only in three industries viz. crop and animal related industries, leather and related
products and the group of other industries. A decline in wage disparitiecs between the office staff and
managerial or supervisory staff was recorded in five industry groups viz. the manufacturing of motor vehicles,
trailers and semi-trailers, tobacco preducts, wood and wood products except furniture etc., coke and refined
petroleum products and chemicals and chemical products industries. The analysis also stated that the wage
disparities between the worker and managers and supervisors declined in two industry groups viz. motor
vehicles, trailers and semi-trailers and tobacco products. Thus in most of the industry groups, the wage
disparities have widened considerably over the period of time.

Table 7: Shift in Wage Disparity During 2000-01 to 2010-11 ( Fig. in % per Annum)

NIC 2008 | Between Workers and Office Between Office Staffand  |Between Worker and Managers/

Staff Managers/ Supervisors Supervisors
01 -2.31 11.82 9.51
10 1.36 0.90 2.25

11 4.75 2.01 6.76
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12 0.83 -2.40 -1.57
13 2.97 0.12 3.09
14 0.43 6.13 6.55
15 -0.21 3.16 2.95
16 6.16 -1.76 4.40
17 0.16 3.14 3.29
18 7.03 5.37 12.40
19 9.11 -1.45 7.66
20 6.72 -0.28 6.45
22 7.34 0.32 7.65
23 6.12 2.58 8.70
24 5.97 0.73 6.71
25 8.51 0.70 9.20
26 3.53 3.24 6.77
27 4.99 1.09 6.08
28 1.04 0.12 1.16
29 2.91 -8.62 -5.71
30 2.93 7.51 10.43
31 0.93 0.03 0.95
32 5.38 2.76 8.14
Others -1.97 7.14 5.17
All 3.99 1.58 5.57

Regarding the widening of wage disparities the analysis revealed that high increase in wage disparities between
workers and office staff were recorded in the manufacturing of coke and refined petroleum products (9.1
percent) and fabricated metal products except machinery and equipment (8.5 percent) while the increase in
disparities was low in the manufacture of paper and paper products (0.2 percent) and the manufacture of
wearing apparel (0.4 percent). In the payment of salaries to office staff and managers and supervisors the rise
in disparities was relatively high in the crop and animal related industries (11.8 percent) and manufacture of
other transport equipment (7.5 percent) while the rise in wage disparities was relatively low in the
manufacturing of furniture (0.03 percent) and machinery and equipment (n.e.c.} industries (0.1 percent). In
case of payments to worker and managers and supervisors the increase in disparities was relatively high in the
printing and reproduction of recorded media (12.4 percent) and the manufacturing of other transport
equipment (10.4 percent) while their rise was relarively low in the manufacturing of furniture (1.0 percent)
and machinery and equipment (n.e.c.) industries (1.2 percent). The analysis at the aggregared level stated
that wage disparities in the industrial sector in Rajasthan have widened considerably over the study period.

Conclusion

Drawing inferences from the results obrained from indusiry wise data pertaining to payment of wages and
salaries to different categories of employees, the study concludes that the industrial sector in Rajasthan has
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established some equilibrium in the sharing of wage fund between workers and the managerial staff. Pay
revision 1s done in such a way that the amount of wages paid to workers in most of the industries fails to
withstand the impact of inflation whereas the managerial and supervisory staff has been rewarded with hefty
increments. Lower growth in the wages of workers could also be due to the fact that the workers turnover is
relatively high in most of the industries while the entry-level wage rates tend to remain stagnant around the
already low minimum wage levels.
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Annex I - Classification of Industrial Activities as per NIC 2008

NIC 2008 ({Industry Name

01 Crop and animal production, hunting and relared service activities

10 Manufacture of food products

11 Manufacture of beverages

12 Manufacture of tobacco products

13 Manufacture of textiles

14 Manufacture of wearing apparel

15 Manufacture of leather and related products

16 Manufacture of wood and products of wood and cork, except furniture; manufacture of articles of]
straw and plaiting materials

17 Manufacture of paper and paper products

18 Printing and reproduction of recorded media

19 Manufacture of coke and refined petroleum products

20 Manufacture of chemicals and chemical products

21 Manufacture of pharmaceuricals, medicinal chemical and botanical products

22 Manufacture of rubber and plastics products
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23 Manufacture of other non-meztallic mineral products
24 Manufacture of basic mertals
25 Manufacrure of fabricated meral products, except machinery and equipment
26 Manufacrure of computer, electronic and optical products
27 Manufacture of electrical equipment
28 Manufacture of machinery and equipment (n.e.c.)
29 Manufacture of motor vehicles, trailers and semi-trailers
30 Manufacture of other transport equipment
31 Manufacture of furniture
32 Other manufacturing
33 Repair and installation of machinery and equipment
38 Waste collection, treatment and disposal activities; materials recovery
58 Publishing activities
Others  [Other than above activities

QQR




Gender Inequalities and Education

*Dr. Sunanda Devpura’

Gender equality is now universally accepted as being a prerequisite for sustainable human development.
However, in India gender inequality is deep and pervasive because of which half of all the girls in India don’t
want to be girls; and, therefore, is much more important. When India's Human Development Index is adjusted
for gender inequality, it becomes south Asia's worst performing country after Afghanistan. New numbers in the
UNDP's Human Development Report 2013 show that many neighboring countries which are poorer than India
and have lower HDIs, do comparatively better than India when it comes to gender equality. The adverse sex
ratio all around itself evidences that there is a large scale discrimination against the girl child even prior to their
birth. Further, at every stage in their lives, women are affected not only by their present circumstances, but
also by the cumulative burdens of their pasts.

Thus, the average girl-child in rural India is born to an underage, underfed and overworked mother, and will be
underweight and weak at birth. If she survives the first year of life, she will be more vulnerable to infections
and will grow more slowly than her brother. Her mother, under pressure to bear a son and weighed down by the
double burden of work inside and outside the home, will have lictle time to nurture her. The girl child is likely
to get less than her fair share of food and lives in a permanent condition of nutritional stress. She will probably
get a chance to go to school after three or four years as compared to her brother and her education will come
mostly from helping her mother at work - in the home and sometimes outside. Struggling with the
responsibility of survival tasks, household work and childcare, she is further likely to be married early and
become a mother in her teenage because of which the infant will probably be underweight and weak - thus
continuing the cycle.

As the girl child grows older and reaches adolescence, this sequence of deprivation and discrimination
expresses itself in poor health, lack of literacy and consequential low self-esteem. Poor educational and
nutritional status, inequality in wages and violence against women are all further indicators of glaring gender
inequalities. These factors continue to define the boundaries of her existence for the rest of her life. As a
consequence, the potentials and contributions of one half of the population remain largely untapped.

Now to overcome gender inequalities, much of the public discussion focuses on short and long-term solutions
such as supporting the women’s movement, reforming the law enforcement systems, updating the legal code
and developing new systems of accountability etc. As such, though there are ongoing debates on gender
equality engaging voices from all sectors of society; the question still remains is what will India do to improve
the status of girls and women?

However, gender equality cannot come about only through changes in the condirions of women's lives but it
requires transformation of the structures and systems that lie at the root of women's subordination. These
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structures cannot be transformed by external interventions alone and women must themselves become active
agents of change. Gender equality, therefore, demands women's empowerment.

There has been a continual shift in policy approach from women’s welfare to their development, and the
recognition of empowerment of women; however gender inequalities still manifest in different forms in India,
of which inequalities in access to education is one such aspect. There can be no doubt that education plays an
important role in the development and empowerment of a person, and more so when the issue is related to
education of women who have been discriminated against for centuries; and, therefore, greater emphasis on
education of girl child is required. However, the number of sexual abuse and domestic violence cases against
women clearly shows that women in India do not enjoy even basic human rights leave aside equality in
providing education to them. As such, for achieving such equality in providing education, efforts are required
for bringing about a change in the mindsert of the society. Without transforming the mindset about how girls
and women should be valued in India, interventions such things as legal reforms and police training will not be
sufficient. Changes in mindset are required in every aspect beginning from giving her the fair share of food and
medical attention, not overburdening her with the household work, allowing her time to play or enjoy her
childhood, allowing her access to new sources of information and knowledge, providing proper education in a
way that enables them to emerge as empowered young women and thereby enhancing their self-esteem. These

facrors in long run will enable the girl-child a lot in shaping their lives and in turn determining her relationship
with her own daughrters.

Dr. S. Radhakrishnan had observed about national integration that it cannot be built by mortar or bricks, by
chisel and hammer but has to grow in the minds and hearts of men. The same applies in equal force to gender
equality because without gender equality, national integration would be a farce.

Over the last few decades, development in India has enhanced the opportunities of many middle-class women,
who have greater access to education. This is evident from increasing ratio of women particularly in the fields
of medicines, law, charted accountancy and teaching, As a result of the increased employment opportunities
for women, they are now participating in the economy on a more equal basis.

However, continual innovation in education is required in not only getting more girls in classrooms but also in
improving the quality of learning for all children and preparing new set of goals at regular intervals. In author’s
opinion, innovation ranges from improving means of transportation for girls to get to school to corporate
mentorship programmes to help them acquire critical work and leadership skills and facilitate their transition
from school to work, ro deploying mobile technology for teaching and learning to reach girls in remote areas.
Further, value based education of the boys can also play an important role in achieving this; which, if done
right, can play an important role in redefining gender norms in India.

Around the world, there have been excellent examples of educarion changing people’s way of viewing the
world ways of relating with others and redefining social norms. India itself has good examples of education
changing social norms towards gender equality and this article tries to address this important issue.

It is pertinent to note in this respect that to recognize girls’ rights and highlight the unique challenges girls
face worldwide the UN General Assembly in December 2011 adopted a resolution for designating 11 October
as the International Day of the Girl Child. Further, this year focuses on “imnovating for girls’ education”; and,
accordingly, in their messages for the International Day of the Girl Child on 11™ October, 2013; senior United
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Nations officials have also highlighted the power of innovation in education to get more girls in classrooms and
improve the quality of learning for all children.

"To achieve meaningful results, we need fresh solutions to girls’ education challenges and we must heed the voices of young people”
United Nations Secretary-General Ban Ki-moon said in his message. Mr. Ban further noted that "Empowering
girls, ensuring their human rights and addressing the discrimination and violence they face are essential to progress for the whole
human family”.

In addidion, education is also a priority for Mr. Ban who last year launched the Global Education First
Initiative. Hosted by the UN Education, Scientific and Culcural Organization (UNESCO), the Initiative aims
to put every child in school, improve the qualiry of learning, and foster global citizenship.

"Innovation can help us reach every girl by transforming education” and "Education can transform the lives of girls and
strengthen their communities” said Anthony Lake, UNICEF Executive Director. He further said that "Iwnovation is
giving us powerful new tools to reach and teach more girls than ever before" and "To kelp more girls go to school, stay in school,
and complete their learning, we need to keep learning ourselves, using these new tools, generating new ideas, and scaling up the
most promusing innovations.”

Now, to make the point clearer, the author wishes to cite certain examples of bold innovations in education for
the girl child.

In Bangladesh, innovative solar-powered floating schools help ensure uninterrupted learning for girls living in
communities affected by floods and rising sea water.

Meanwhile, in Uganda, girls at some schools have access to a solar-powered Digital Drum, a rugged computer
kiosk built into an oil drum and pre-loaded with dynamic multimedia content on health, job training, education
opportunities, and other services.

While in South Africa, for example, the Techno Girls partnership among UNICEF, the Government, and over
100 private sector companies, aims to connect 10,000 adolescent girls with mentors from the tech sector to
boost their skills and job readiness in non-traditional jobs, such as water pipe engineering.

At home also we have many good examples. There is the story of Gujarat, where emphasis on the education of
girl children led to the formation of the Vidyalaxmi Scheme which is introduced during the last few years in
villages with female literacy rate less than 35% and in urban areas for gifls belonging to below-poverty-line
families. Aimed at a higher retention rate among students, a bond is issued when the girl child enters either
class 1 or 8.When the child graduates, in class 7, or class 12, the bond is en-cashed with interest. A comparative
study of the Census 2001 and 2011 shows a 13 per cent 1ise in the girls’ literacy rate and 29.77 per cent
decrease in schools dropout ratio. The dropout rate in primary schools is now just two per cent.

The change isn’t a miracle but since 2003, the state machinery has worked tirelessly to put in place schemes
and trusts to cover all basics needed to bring in much needed behavioral change to alter the life cycle of
citizens around the state. All public officials, including the government’s highest-ranking officials visited pre-
assigned territories, covering schools, in what has now become a customary exercise in the calendar.
Recruitment of teachers along with building of classrooms with the basic facilities of power supply connection,
potable water, sanitation units and infrastructural facilities of furniture, computers, science laboratories have
helped a long way in this mission.
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We also have certain exemplary models of innovation in education. An interesting case of girls’ education
programs run in the province of Uttar Pradesh demonstrates that schooling, if done right, can help change
gender norms, even in the most marginalized societies. Founded by Urvashi Sahni, the Study Hall
Foundarion has demonstrated that at the same or lower cost per student than the government schools, their
schools can educate girls in a way that enables them to not only in excelling academically, but more
importantly in emerging as empowered young women. In one of their schools, Prerna, girls outperform their
peers both within the province and across India. Ninety percent of Prerna girls complete their education to
year 10, compared to below 30 percent nationally, and they do so while outperforming in virtually all subjects.
But most importantly, these girls are changing the gender norms in their communities. They are beginning to
fight back when they or their peers are planned to be married off at too early an age. Through street protests
and cajoling discussions, they have convinced their parents to keep them in school instead. They initiate
community-wide discussions on violence against women. They apply for higher education scholarships and
convince their families to let them go once they receive them and an incredibly 88 percent of the girls go on to
higher education.

The success of this program is not because the students come from well-to-do families. They don’t as is
evident from the fact that 60 percent of their mothers and 40 percent of their fathers have never been to
school. It is also not because teachers have higher qualifications or are better paid than government reachers.
Rather, it’s because every day the girls’ talk about their worth, value and the issues they face around gender
equality. “Gender equality needs to be taught, like math, science, and any other subject” says Sahni, who
describes how in Prerna gender equality classes are regularly raught alongside a government curriculum. Then,
she is quick to point out, teachers need to be encouraged and supported to fulfill their role as social change
agents.

Education is power and the government should be all set to transform the country to illuminate with
knowledge, information and awareness to bring a change in socio-economic drawbacks. However, the onus of
its continuous success rests equally on those at home to share the expectation of educaring the masses, as it
does on the government to continue performing at the mark that it has set for itself.

The vision of our Prime Minister Shri Narendra Modi always foresees a Change: a change in the right
direction. Long back he has said: “Education is the only tool to fight against poverty and helplessness and diseases. Villages
should reach to a position where the educated children of the villages make the uneducated elders literate persons”.

Pained at discovering the rapidly dropping ratios of school going girls all over the country, Shri Narendra Modi
has made it clear time and again that educating the girl child should be one of India’s number one priorities.
Shri Modi opined that educating the girl child is like educating the nation. At a recent Young India Leadership
Conclave Shri Modi offered directions to the young leaders based on his Gujarat experience on solving this
huge challenge.

Now this is just an idea thar may be a center piece for transforming India. The Noble Peace Prize 2014
recently awarded jointly to Kailash Satyarthi and Malala Yousafzai for their struggle against the suppression of
children and young people and for the right of all children to education is also a big pointer to the existing
challenge of gender inequalities in the sub-continent and importance of education in mirtigating it. Isn't it the
most opportune time to wake up & make all-round efforts for improving the situation faster?

oo
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I. Introduction

A very few products categories are there which falls under the dual category i.e. industrial product as well as
consumer products, soybean crop is one of them which is the major industrial and food crops grown in every
continent. The major soybean producing nations are the United States, Brazil and Argentina these three
countries are dominating global production, accounting for 80% of the world's soybean supply. Soybean is a
prime source of vegetrable oil in the international marker which has an average protein content of 40% and is
more protein-rich than any of the common vegetable or animal food sources. Soybean seeds also contain about
20% oil on a dry matter basis, and this is 85% unsaturated and cholesterol-free. About 85% of the world's
soybeans are processed annually into soybean meal and oil. Approximately 98%of the soybean meal is crushed
and further processed into animal feed with the balance used to make soy flour and proteins. Soybean growth
is influenced by climate and soil characteristics. It can be grown on a wide range of soils with pH ranging from
4.5 to 8.5. Soybean should not be planted in sandy, gravelly, or shallow soils to avoid droughr stress. It should
not be grown in warterlogged soils or soils with surfaces that can crust, as this will lead to poor seedling
emergence. The expansion of soybean across the world has been characterized as one of the striking
developments of recent decades. India has also entered this soybean development race. Soybean is not a new
crop to India. It was grown in India long before it was introduced to the USA in the early 1800s. Black soybean
has been grown for ages in low Himalayan hills as well as in the foothills and some scattered pockets of central
India. According to the report kharif (monsoon) 2014 in India the area under soybean cultivation during 2014
was 108.834 lakh. Global production of Soybean has grown at a CAGR of 2.78% from 215.69 million metric tons
in 2004-05 t0283.79 million metric tons in 2013-14. Production of Soybean in India has increased at a CAGR of
9.60 per cent from 6.87 million ronnes in 2004-05 to 15.68 million tonnes in 2012-13. On the other hand
Soybean meal consumption has also increased at a CAGR of 10.82 per cent over the last eleven years from 1365
thousand million tonnes in 2004-05to 4225 thousand million tonnes in 2014-15. Production of soybean in India
is dominated by Maharashtra and Madhya Pradesh which contribute 89 percent of the total production.
Rajasthan, Andhra Pradesh, Karnataka, Chhattisgarh and Gujarat contribute the remaining 11 per cent
production. In Madhya Pradesh the Area under Soybean Cultivation during Kharif 2014 was 55.467 lac hectares
as compared to 62.605 lac Hectares during Kharif 2013 showing a decrease of 11.40 per cent. However, in 2013
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the productivity was abnormally low, which was not the case this year, and in-spite of lower area, the
production during Kharif 2014 was 60.249 Lac MT as compared to 43.262 lac MT during Kharif 2013 showing
an increase of 39.26 per cent. While as in Indore division the area under soybean cultivation during 2014 was
8.522 Lakh Hac. and production was 8.52Z2lakh MT. Soybean contributes significantly to the Indian edible oil
pool. Presently soybean contributes 43 % to the total oilseeds and 25% to the toral oil production in the
country. Currently, India ranks fourth in respect to production of soybean in the world. The crop helps earn
valuable foreign exchange (Rs. 62000 millions in 2012-13) by way of soya meal exports.

Keeping the above in view there is obvious need for examining the nature and degree of effect of different
technological factors on productivity of soybean so as to help the planner’s and policy makers for the
implementation of appropriate strategy for increasing the level of production of said crop that will accelerate
the income of soybean cultivators.

Objectives of Study

In this study an attempt is made (i) To assess the effects of technological change on productivity of soybean
by applying different inputs and (ii) To estimate return to scale of various categories of soybean farmers (say
large, small and marginal farmers).

II. Review of literature

D.S. Ugwu and H. C. Ugwu (2010): highlights the benefits of soybean over other grain legume (such as
groundnut and cowpea) include lower susceptibility to pests and diseases, better storage quality and larger leaf
biomass which translates into soil fertility benefit to subsequent crops.

Sawyer et al. (2006): Soybeans have the ability to symbiotically fix nitrogen, not all of the soybean’s nitrogen
needs are met through fixation. Sawyer indicates that ac least 50 percent of a soybean plant’s nitrogen
requirement over a growing season is provided by the soil system. As such, Sawyer recommends that it is
appropriate to provide approximately 50 percent of a soybean crop’s total nitrogen need through manure
nitrogen and the plant will fix the remaining nitrogen required.

Schmidt et al. (2000): evaluated the impact of liquid swine manure application on nodulating and non-
nodulating soybeans. They found that applying manure at greater nitrogen rates than needed for maximum
soybean yields did not adversely affect soybean yield. However, they found that application of nitrogen from
the liquid swine manure increased post harvest soil nitrate levels. They also found greater increases in soil
nitrate levels early in the growing season than post harvest

Ito et al. (2001): Noted the control of pod and stem blight in soybeans by K use is also related to an escape
mechanism, because the fungus can actack soybean only at a particular phenological stage. Earliness due to
balanced fertilization provides the possibility to escape

SOPA (1996): mentioned that the state of Madhya Pradesh has distinguished itself as a “Soya State' on
account of its largest share in area (77%) and production (72%) of soybean in India. The growth in area,
production and productivity of soybean in Madhya Pradesh has been from 1.21 mha in 1986-1987 to 3.70 mha
in 1993-1996, from 0.67 million tonnes in 1986-1987 to 2.90 million tonnes in 1995-1996 and 560 kg ha™ in
1986-1987 to 784 kg ha in 1995-1996, respectively



Arthavati : An International Journal | Volume-2 | Issue-1 | Jan-June, 2015 21

Tanaka, A (1983): stated Soybean has better ability to fix nitrogen, low phosphorous requirement and
tolerance to low pH and high levels of aluminum make it a suitable choice for adoption in a wider area.
Compared to sorghum and corn, soybean -an edible oil generating legume -has been reported to fetch higher
price and net returns

Schmitt et al.(1996): noted that the nitrate concentrations decreased significantly through July and August.
This indicates that nitrogen was used by the soybean plant and that it is unlikely that all nitrate was lost from
the system. They also note that nitrate concentration increases were not detecred at deeper depths. Since the

majority of nitrate leaching losses to subsurface drainage occur in the months of April through June in the
Upper Midwest

The paper is organized as follows: Section 1 deals with introduction, section 2 presents review of literature.
Research methodology has been given in section 3, Section 4 provides Empirics of the study, followed by the
conclusion and policy implications in section 5.

1. Research Methodology

The data for the present study has been collected through schedules. Village Hansakhadji, in districe Indore
Madhya Pradesh has been randomly selected. From selected village50 large (above 5 acres land) 50 small (2.5
to 5 acres land) and 50 marginal (uptoZ.5 acres land) soybean cultivators were selected by convenience
sampling method. In order to estimate the effects of technological change on productivity of soybean, an
attempt is made in this paper to isolate the effects of each of the technological factors, such as human labour,
mechanical labour, seeds, manure, Nitrogen),DAP and insecticides etc, by estimating the regression equation
using productivity of soybean as the dependent variable. The cob-Douglas type of production function fitted
to the data for the present study is given by:

Y=ax," x,"* %, x,* x" % x;*

Where Y=productivity of soybean facre (quintals)

¥X,=human labour/acre (days)

X,=mechanical labour/acre {days)

X;= seed/acre (kg)

X,=manurefacre {quintals)

X;=nitrogen facre (kg)

X,=DAP facre (kg)

X,=insecticide/acre (RS)

a= constant or intercept

b, b, w7 production elasticities
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Large 50 | 2436 | 0166 | 0171 | -0.307 | 0312 | -0.673 | 0147 | -0.131 |0.70 | 0.49 |2.337
(1.986)** | (0.854) | (1.743) ***| (2.974)* | (2.177** | (0.099) | (1.409)
Small 50 | 2912 | -0.238 | -0029| 0.189 0.020 | -0.461 | 0393 | 0354 |0.74 055 (2985
(1.597) [(0.584)| 0.572) | (0.099) | (2.635)* |(3.127)* [(1.967)**
Marginal | 50 | 0.626 | 0.250 ; 0.667 | -0.259 | 0060 | 0.006 | 0027 |067] 0452507
(1.988)** | - | (2357)* [(2.262)**| (0.3167) | (0.056) | (0.184)

On logarithm scale the production function has been made in linear form as:
log y= loga +b, log x, +b; log x, +b; log x; +b, log %, +b; log x; +bslog x, -+b; log x; , Ui
‘Ur=

[rerely

IV. Empirics

Results of estimated regression equations of soybean farm production functions for Hansakhadi village district
Indore (Madhya Pradesh)

Note- Figures in parenthesis indicate‘t’ — statistics of regression coefficients

* Indicates significance of coefficient at 1 percent level.

**  Indicates significance of coefficient at 5 percent level.

*** Indicares significance of coefficient at 10 percent level.

The detailed assessments of technological change on factors of productivity of soybean are given below:

Human labour:

The elasticity coefficient with regards to human labour input is positive in case of large and marginal farmers
and have been found to be significant at 5% level in case of large and marginal farmers. In case of small farmers
it has been observed insignificant. The magnitude of the coefficient indicates that keeping the other
explanatory variables constant 1% increase in human labour would yield 0.16% increase in productivity of soya
bean in the category of large farmers and 0.25% in marginal farmers. In case of small farmers 1% increase in
human labour would decrease 0.23% productivity of soybean.
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Tractor:

The elasticity coefficient associated with tractor is found to be positive in case of large farmers but negative in
case of small farmers. In both cases role of tractor in boosting productivity of soybean has been observed
insignificant. The magnitude of this input factor indicates that 1% increase in tractor | power would lead to
increase 0.17% soybean productivity in case of large farmers and decrease 0.029% in case of small farmers.

Seed:

The elasticity of soybean productivity with respect to seed has been observed to be negative in case of large
farmers and positive in cases of small and marginal farmers and found to be significant at 10% level in case of
large farmers and 5% in case of marginal farmers. However it has been found to be insignificant with respect to
small farmers. The magnitude of the seed indicates that 1% increase in seed leads to increase 0.18% and 0..66
soybean productivity in cases of small and marginal farmers respectively and 1% increase in seed would lead to
0.30% decrease in soya bean productivity in case of large farmers.

Application of Farm Yard Manure:

The elasticity coefficient associated with manure technology has been observed positive in cases of large and
small farmers and negative in cases of marginal farmers and has been found significant at 1% level in case of
large and 5% in case of marginal farmers and insignificant in case of small farmers. The magnitude of manure
rechnology indicates that 1% increase in manure leads to increase 0.31% and 0.02% productivity of soybean in
cases of large and small farmers respectively. While as 1% increase in manure input factor causes 0.25%
decrease in soybean productivity in case of marginal farmers.

Nitrogen:

The elasticity of coefficient with respect to this type factor inpur is observed negarive in the categories of large
and small cultivators and has been found to be significant at 5% level in both cases and positive in case of
marginal cultivators bur it has been observed to be insignificant. The magnitude of the coefficient indicates that
1% increase in Nitrogen would lead to 0.06% increase in soybean productivity in case of marginal farmers and 1%
increase would be to 0.67% and 0.46% decrease in soybean productivity in case of large and small farmers.

DAP:

The coefficient of elasticity with respect to DAP has been found positive in the case of large and marginal
farmers and negative in small farmers. Moreover it has been found t significant at 1% level in case of small
farmers and insignificanc in the large and marginal farmers. The magnitude of this coefficient indicartes that 1%
increase in DAP rare would increase the soya bean productivity to 0.01% and 0.006% in case of large and
marginal farmers respectively and 1% increase in DAP would cause to 0.39 % decrease in soya bean
productivity in case of small cultivators.

Insecticides:

The elasticity of coefficient with respect to insecticides registered positive in case of marginal farmers but
insignificant while in case of large and small farmers, it was observed negative but significant at 5 % level in
case of small farmers. Thus it shows that there is hardly insecticide boosting productivity of soybean.
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Estimation of Return to scale

LargeFarmers

The estimated cobb-dougles multiple regression equation in case of large farmers for the crop soybean has
been worked out to be:

Y=2.4365 +0.16648 X, -+20.1719X, -0.3079X,+0.3122 X, -0.6735 X5+ 0.0147X,-0.1315 X;

The other constants of equation are presented as under:
> by=b;+by+......... b,_sum of elasticities of production=1.9888

R*=coefficient of multiple determination=0.4904

R= coefficient of multiple correlation =0.7003

The sum of elasticities of production is more than one (32 b1>1) which indicates an increasing returns to
scale while for RZ as 0.4904 indicate the selected variables x1,x2,x3,x4,x5,x6,x7 explain 49.04 percent of
variation in the value of Y, the dependent variable. The remaining 50.96 percent of variation is explained by

other factors unaccounted for. The coefficient of correlation (R) is found statistically significant at 1% level of
significance.

Small Farmers

The estimated cobb-dougles multiple regression equation in case of small farmers (in no. 50) for the crop
soybean has been worked out to be:

Y= 2.9122 +70.2387 X, + -0.0291 X,+ 30.1897 X;+40.0206 X, -0.4614 X, 0.3939 X, -0.3549 X,

The other constants of the equation are presented as under:
> bi=b b+l b;-sum of elasticities of production =1.8299

R*coefficientof mulriple determination=0.5514

R= coefficient of multiple correlation=0.742

The sum of elasticities of production is observed more than 1(32bl1>1) which indicates an increasing returns
to scale, while for RZ as 0.5514 indicates the selected independent variables x1,x2,x3,x4,x5,x6,x7 explain 55.14
percent of variation in the value of v, dependent variable.

The remaining 44.86 percent of variation is explained by other factors unaccounted for.

In the above model coefficient of correlation (R) is found to be statistically significant at 1% level of
significance.
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Marginal Farmas

The estimated cobb-dougles multiple regression equation in case of marginal farmers for the crop soybean has
been worked out to be:

Y= 0.6260 + 10.2505 X,+30.6675 X, -0.2590 X,+ 0.0609 X;+ 0.0066 X,+.0274 X,

The other constants of the equation are presented as under:
> bi=b+b,+......... b;-sum of elasticities of production =0.1279

R* =coefficientof multiple determination= 0.455
R= coefficient of multiple correlation = 0.674

The sum of elasticities of production is observed less than 1(32b1<1) which indicates decreasing recturns to
scale, while for R2 as 0.455 indicates the selected independent variables x1,,x2,x4,x5,x6,x6 explain 45.5
percent of variation in the value of y, dependent variable. The remaining 54.5 percent of variation is explained
by other factors unaccounted for.

In the above model coefficient of correlation (R) is found to be statdstically significant at 1% level of
significance

V. Conclusion and Policy Implications

The overview of the present study reveals increasing returns to scale (1.988 and 1.829>1) in the productivity
of soybean in the case of large and small farmers respectively. While as decreasing returns to scale (0.127<1)
has been observed in case of marginal farmers. Coefficient of correlation has been found positive in all the
three cases .which shows that all the input factors (human labour, tractor, seed, manure, DAP, nitrogen and
insecticides) are highly and positively correlated. In the present study it is also found that 49.4%, 55.14% and
45.5% of variation has been explained in the value of dependent variables (production) by the selected
independent variables with respect to large, Small and marginal farmers respectively. In case of small farmers
human labours, nitrogen, DAP and insecticide proved to be significant and out of these only seed rate and
manure showed positive impact on soybean productivity. Whereas seed rate and manure turned out to be
significant in case of marginal farmers and shows positive effect on soybean productivity. Tractor and manure
greatly affect soybean productivity in case of large farmers. Human labour greatly affects the soybean
productivity in case of marginal farmers. Therefore efforts should be made to utilize this input factor
efficiently. Seed rate has been found to have solitary effect on the productivity of said crop in case of small and
marginal farmers. High yielding varieties of soybean seed needed to be developed and should be supplied to
the cultivators at proper time and at affordable prices. Thus under different conditions different factors
influence the productivity of soybean at different levels.
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Impact of FDI on Indian Retail Sector
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Abstract

Liberalization of trade policies during the last one and half decade has led India to become an investment
friendly country. Indian economy 1s basically an agro based as its 70% population engaged in the agriculture
sector. When liberalization started in 1991, Foreign Direct Investment (FDI) was limited to only a few sectors
like manufacturing, infrastructure etc. But change in FDI policy of India in 2012. Allowing investment in
multi-brand rerail stores, aviation sector and pension plan sectors, may bring revolutionary changes in these
sectors. For companies in the consumer products and retail industry, the pace of change is breakneck, global
volatility is guaranteed, and fierce competition comes at every turn. Recently, a great debate has cropped up
against the government plans for FDI in the Indian retail sector. FDI in retail is fundamentally different from
that in manufacturing. FDI in manufacturing basically enhances the productive employment in most cases; but
EDI in retail trade may create job losses and displacement of traditional supply chain.

India being a signatory to World Trade Organization’s General Agreement on Trade in Services, which include
wholesale and retailing services, had to open up the retail trade sector to foreign investment. There were
initial reservations towards opening up of retail sector arising from fear of job losses, procurement from
international market, competition and loss of entrepreneurial opportunities. However, the government in a
series of moves has opened up the retail sector Slowly to Foreign Direet Investment (FDI). In 1997, FDI
Government approval route. It was brought under the automatic route in 2006. 51 percent investment in a
single brand rerail outlet was also permitted in 2006.In this background the present paper makes an attempt to
study the likely impact of FDI on Indian retail secror.

Introduction

India being a signatory to World Trade Organization’s General Agreement on Trade in Services, which include
wholesale and retailing services, had to open up the retail trade sector to foreign investment. There were
initial reservations towards opening up of retail sector arising from fear of job losses, procurement from
international market, competition and loss of entrepreneurial opportunities. However, the government in a
series of moves has opened up the rerail sector Slowly to Foreign Direct Investment (FDI). In 1997, FDI in
cash and carry (wholesale) with 100 percent ownership was allowed under the Government approval route. It
was brought under the automatic route in 2006. 51 percent investment in a single brand retail outlet was also
permitted in 2006.

1 Lecturer, S.N.D.T. commerce college, Vadodara
2 Head, Department of Economics, J RN. Rajasthan Vidyapeeth University, Udaipur
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Foreign Direct Investment

FDI stands for Foreign Direct Investment, a component of a country’s national financial accounts. Foreign
direct investment is investment of foreign assets into domestic structures, equipment, and organizations. It
does not include foreign investment into the stock markets. Foreign direct investment is thought to be more
useful to a country than investments in the equity of its companies because equity investments are potentially
«hot money» which can leave at the first sign of trouble, whereas FDI is durable and generally useful whether
things go well or badly.

FDI Policy in India

FDI as defined in Dictionary of Economics (Graham Bannock et.al) is investment in a foreign country through
the acquisition of a local company or the establishment there of an operation on a new (Greenfield) site. To
put in simple words, FDI refers to capital inflows from abroad that is invested in or to enhance the production
capacity of the economy. Foreign Investment in India is governed by the FDI policy announced by the
Government of India and the provision of the Foreign Exchange Management Act (FEMA) 1999. The Reserve
Bank of India (‘RBI’) in this regard had issued a notification, which contains the Foreign Exchange
Management (Transfer or issue of security by a person resident outside India) Regulations, 2000. This
notification has been amended from time to time. The Ministry of Commerce and Industry, Government of
India is the nodal agency for motoring and reviewing the FDI policy on continued basis and changes in sect
oral policy/ sect oral equity cap. The FDI policy is notified through Press Notes by the Secretariat for
Industrial Assistance (SIA), Department of Industrial Policy and Promotion (DIPP). The foreign investors are
free to invest in India, except few sectors/activities, where prior approval from the RBI or Foreign Investment
Promotion Board (‘FIPB’) would be required. Introduction of retail sector According to a definition the word
"Rerail" had originates from a French-Italian word. Retailer is a person who cuts off or sheds a small piece from
something, Retailing is the set of activities that markets products or services to final consumers for their own
Personal or household use. India is the 5th largest place in the world’s retail market. The country gets fourth
rank among the survey of 30 countries in terms of global retail development. The market size in 2010 was

estimated at US$ 353 bn (Source: IBEF) which is expected to reach US$ 543 bn by 2014 from current growth
rates.

Introduction of retail sector

Rerailing has played a important role in the world to increasing the productivity across a wide range of
consumer goods and services. In the developed countries, the organized retail sector having almost 80% of the
total retail industry. But in contrast, India organized retail sector having 8% of the total retail industry. This
highlight shows the terrific potential for retail sector growth in India. In India retail sector is one of the major
pillars of economy who comprises 14 to 15 percent of its GDP. The Indian retail market is estimated to be
USS$ 450 biliion and having fifth place in retail markets of the World by economic value. India has one of the
fastest growing retail markets of the world in context of customer, which having 1.2 billion customer. As of
2013, India's retailing industry was owner manned small shops. In 2010, larger format like as convenience
stores and supermarkets having only 4 percent of the Industry and these were presented only in large urban
centers. India's retail industry employs to the 40 million Indians which is 3.3% of total population of India.
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Usually Indian retail shops are very small in size. Out of 14 million cutlets situated in the country, only 4% of
them having larger than 500 sq ft space. India has only 11 shops outlets for each 1000 people. A majority of the
unorganized retail shops in India employ by family members, they do not have the scale to procure and
transport products at high volume wholesale fevel. They have limited information related to quality control and
fake-versus-authentic product screening technology. They have no training about safety and hygienic storage,
packaging or logistics of the product. The unorganized retail shops purchase their products from middlemen
who spot up the product as it moves from farmer or producer to the consumer. The unorganized retail shops
not offer after-sales support or service to their customers. Most of the transactions at unorganized retail shops
are done with cash.

Types of Retailing

In India there are mainly two types of retailing sector one is organized and another one unorganized. In India
Organized rerailing refers to trading activities undertaken by licensed retailers, those who are registered for
sales tax, income tax, etc. These include the publicly traded supermarkets, corporate backed hypermarkets and
retail chains, and also the privately owned large retail businesses. On the other hand unorganized retailing
refers to the traditional formats of low-cost retailing. For example, the local corner shops, owner manned
general stores, paan/beedi shops, convenience stores, hand cart and pavement vendors, etc. Currently India
having only 8% of organized rerail Sector and remaining 92% is captured by unorganized, which may grow much
faster than traditional or unorganized retail sector. It is expected to gain a large share in the growing retail
market in India. Various estimates states that the share of organized retail will increases as 20% by 2020, The
growth patrern of the organized rertail sector and the consumption made by the Indian population may follow a
rising erend which helps the new businessmen to enter the Indian Retail sector The traditional or unorganized
retail industry Is expected to grow at an average rate of 5% annually over the next year, while the organized
retail is estimated to grow a rate of around 25% annually during the same period

Retail in India has changed radically to become one of the sunrise sectors in the economy. It gained
importance in terms of employment generation and business opportunity. Retailing in India is gradually
inching towards becoming the next boom industry. The whole concept of shopping has altered in terms of
format and consumer buying behavior, ushering in a revolution in shopping in India. Modern retail has entered
in India in the form of sprawling shopping centers, multi-storied malls and huge complexes offering shopping,
entercainment and food all under one roof. In the era of globalization the whole economy is opening up
gradually. The Indian rerail sector has also not remained untouched. India has already allowed 51 per cent FDI
in single-brand retail and Journal of Business Management, Commerce & Research Impact of FDI oﬁ the
Indian retail sector 100 per cent FDI in cash-and-carry or wholesale trading. The retail industry contribute
11% to the national GDP (Gross Domestic Product) and employing 8% of the country’s total workforce, and
with approximately 12 million retailers having the highest density of retail shops across the world. Thus the
retail industry in India is currently growing at a fast pace and valued US$573 billion in 2012-2013. Almost 95
per cent of India’s retail trade is dominated by the Traditional retailers and organized retail just accounts for
remaining 5 per cent. Most of the retail stores in India are small family run businesses (Mom & Pop Shops)
utilizing predominantly household labor. Therefore retail industry i1s definitely one of the pillars of the Indian
economy. Most of the rerailers of the unorganized retail marker have their shops in the front or the back of
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their houses. The Indian retail sector is one of the fastest growing sectors, with several domestic and
international players entering into retail market. The retail industry is mainly divided into organized and
unorganized retailing. Organized retailing refers to trading activities undertaken by the corporate-backed
hypermarkets and rerail chains, and also the privately owned large retail businesses. Modern retail formart
includes Supermarkets like Food world, Hypermarkets like Big Bazar, Hyper city, Departmental Stores like
Shopper’s Stop, Lifestyle, Pantaloons, Pyramids, and Westside etc. Unorganized retailing, on the other hand,
refers to the traditional formats of low-cost retailing, for example, the local &irane shops, owner manned general

stores, paan{beed; shops, convenience stores, and pavement vendors etc.

Retail FDI Regulations in India

An important aspect of the current economic scenario in India is the emergence of organized retail backed by
foreign direct investment. As there has been considerable growth in organized retail business in India, major
Indian industrial houses have entered in retail sector and have announced very ambitious future expansion
plans. Transnational Corporations are keen to enter in India and set up retail chains in collaboration with big
Indian companies. However, opinions are divided on the issue of the impact of the ‘Foreign Direct
Investment’.

Objectives of the Study
1. Toknow the reasons for investing retail industry in India.
2. To Analyze the impact of FDI in retail sector in India.

3. To Study the trends in FDI in different sector in India.

Data Collection

The analysis is based on Secondary data (from internet site and journals). The data are collected mainly from
websites, annual reports, World Bank reports, research reports, database available etc.

"The Reasons for Investing Retail Industry in India

AT Kearney (a globally famous international management consultancy) recognized India as the second most
alluring and thriving retail destination of the world, among other thirty growing and emerging markets. At
present, other profitable retail destinations of the world are China and Dubai of Asia. Diverse foreign direct
investment in Indian retail is greatly cherished by most of the major and leading retailers of USA and European
countries, including Wal-Mart (USA), Tesco (UK), Metro (Germany), and Carrefour (France). Liberalization
of trade policy and loosening of barriers and restrictions to the foreign investment in the rerail sector of India,
have collectively made the FDI in retail sector quite easy and smooth. Our services are easily and economically
available for the following ways of FDI in Indian retail. The Retail sector of India is vast, and has huge
potential for growth and development, as the majority of its constituents are un-organized. The retail sector of
India handles abour $250 billion every year, and is expected by economists to reach to $660 billion by the year
2015. The business in the organized rerail sector of India, is to grow most and faster at the rate of 15-20 per
cent every year, and can reach the level of $100 billion by the year 2015. Here, it is noteworthy that the retail
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sector of India contributes about 13 per cent to the national GDP, and employs a massive workforce of it, after

the agriculture sector. India’s growing economy with a rate of approximately § per cent per year makes its retail

sector highly fertile and profitable to the foreign investors of all sectors of commerce and economy, of all over
the world.

Table-1 FDI Inflows in Different Sectors in India

Sr. No. Sector Cumulative Inflows  }% age to total Inflows
(April 00 November ‘14) | (In terms of US$)
1 Servi *# 196,759
ervices sector 7 18%
(41,307)
2 Construction development: 112,797 10%
Townships, housing, built-up infrastructure (24,009) i
3 Telecommunications
(radio paging, cellular mobile, basic telephone 81,446 7 2
services) {16,635) ’
4 Computer software & hardware 64,911 6%
(13,679) 0
5 Drugs & pharmaceuticals 62,974 59
(12,751) v
6 Automobile industry 57,575
5%
(11,351)
7 Chemicals {(other than fertilizers) 48,063 49
(10,137) ’
8 Power 45,9772
4
(9,450) %
9 Metallurgical industries 39,572
4%
(8,294)
10  |Hotel & tourism 39,496
3%
(7,662)

Source: DIPP, Federal Ministry of Commerce & Industry, Government of India

Table 1 clearly indicates the FDI inflows in different sector for the period of April 2000 — November 2014
Most of the foreign countries were liked to invest their amount in service sector, construction industry,

telecommunications and computer software and hardware, because these sectors earn more profit compared to

others.




32

Arthavati : An International Journal | Volume-2 | Issue-1 | Jan-June, 2015

Table Z: FDI inflows in India (Amount USS$ in Millions)

S. No. Financial Year Total FDI Inflow % Growth over previous year

1 2000-01 4,029 -

2 2001-02 6,130 (-+) 52 %
3 2002-03 5,035 (-) 18%
4 2003-04 4,322 ) 14%
5 2004-05 6,051 (+)40%
6 2005-06 8,961 (+)48%
7 2006-07 22,826 (+) 146 %
8 2007-08 34,843 (+)33%
9 2008-09 41,873 (+)20%
10 2009-10 (P) 37,745 (- 10%
11 2010-11 (P) 34,847 (-) 08 %
12 2011-12 (P) 46,556 (+) 34 %
13 2012-13 (P) 34,298 (-) 26%
14 2013-14 (P) 36,046 (+)5%
15 2014-15 27,401 -

(Apr - Nov, 2014)

Source: DIPP, Federal Ministry of Commerce & Industry, Government of India

Table 2 Reveals the FDI inflows in India for the period of 2004-05 to 2014-15. The inflows of FDI are
increased year by year due to various reasons, such as heavy demand of Indian consumers, liberalized

government policy, communications facilities.

Table 3: Share of Top ten investing countries FDI inflows in India

Amount Rupees Country 2012-13 2013-14 2014-15 Cumulative | %age to total
in crores (US$ ( April - (April - (April- Inflows Inflows
in millions) March) March) November, (April '00 - (in terms
Ranks 2014) November ‘14)| of US §)
1. Mauritius 51,654 29,360 31,336 401,821 5%
(9,497) (4,859) (5,205) {83,730)
2. Singapore 12,594 35,625 22,698 148,504 12 %
(2,308) (5,985) (3,747) (29,193)
3. U.K 5,797 20,426 5,971 106,856 9%
(1,080) {3,215) {998) (21,761)
4, Japan 12,243 10,550 7,789 88,433 7%
(2,237) (1,718) (1,289) (17,357)
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5. Netherlands 10,054 13,920 14,690 70,988 6%
(1,856) (2,270) (2,429) (13,665)
6. U.SA 3,033 4,807 8,248 63,978 6 %
(557) {806) (1,358) (13,286)
7. Cyprus 2,658 3,401 2,837 38,567 3%
(490) (557) (470) (7,916)
8. Germany 4,684 6,093 3,725 35,331 3%
(860) (1,038) (6153) (7,134)
9 France 3,487 1,842 - 3,229 21,935 2%
(646) (305) (530) (4,409)
10. Switzerland 987 2,084 1,116 14,264 1%
(180) (341) (184) (2,892)
Total FDI inflows from all countries *| 121,907 147,518 114,047 1,158,477 -
(22,423) {24,299) (18,884) (236,586)

Source: DIPP, Federal Ministry of Commerce & Industry, Government of India

Table 3 Shows that top ten countries investing in India. Out of this Mauritius plays major role in FDI inflow in
India. The main reason for higher levels of investment from Mauritius was that the fact India entered into a
double taxarions avoidance agreement (DDTA) with Mauritius were protected from taxations in India.
Singapore and U. K. equally invested (10 per cent) in India during the study period whereas Japan and U.S.A.
invested 8 per cent and 6 per cent respectively.

Impact of EDI in Retail Sector in India

Impact

Forex Reserve

As the limit is increased to 51% in the multi brand retail, the direct investment from abroad called FDI would
inflow to start the business. The inflow of capital would increase the capital reserve in the Balance of payment
which shows the ability of the nation in terms of Forex.

Farmers

The one of the current problem of Indian economic is fiscal deficit which is mostly caused by subsidy give to
the farmers which is considered as unproductive. The one way to cut such subsidy is to make the farmers
independent by making the system securing them to be paid good price for the commodity. The organized
retailers that are capital giant are able to purchase directly from the farmers paying good price. So the
government should be ensuring that the farmers are getting paid the price of what they are eligible to.

SME

In the norms that are instructed to the foreign player, they should purchase 30% of the product they deal with
from the Small and Medium Enterprise. This ensures the development of SME. The foreign player would like
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to provide the quality product. The SME would be encouraged to produce the commodity that is of high
qualiry.

Infrastructure

The players are imposed with the restriction of investing 50% of their investment on the Back end
infrastructure. The ruling party in India where the economic development is suffered by lack of infrastructure
is very cautious about to invest in such area. It would become base for cconomic in many ways, say
transportation.

Distribution

The distribution system is one of the factors determining the cost of the product. As they are invested in the
infrastructure, they could follow JIT. Say Wal-Mart, they are not interested in expending in the stock
maintenance.

Inflation

Inflation is the unruly one which is challenge to the country where the price sensitive people are. The scale of
economy, capital and large turnover are the base by which the lower prices are offered to the consumer. The
entries of multinational players lead to healthy competition that lowers the price then inflation consequently.

Food Wastage

With the poverty in one side, the wastage of food is on another side in the same country. It requires the
effective distribution system to aveid food wastage. With the good back end infrastructure, they can able to
serve the goods in an optimization way.

GDP

The decline in the GDP mainly due to the agriculture sector is making the economist worry more. The FDI in

retail would improve the GDP by, economist say 0.5%. The booming industry that has potential capacity would
contribute the GDP higher.

Employment

The more employment would be created in the country either directly or indirectly where youth pass out is
increasing as much as creation of employment. It would be generated in the agriculture, manufacturing, service
industry which consists of GDP. The more people get employed would rehabilitate the economic cycle.

Consumers

The ultimate beneficiary from the opening of FDI in multi brand retail is consumer. They are left to choose
the retail that would give them goods at lesser price. The more middle income people living in India are
preferred to have shopping more modern in lesser cost.
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Retail Industry

Allowing FDI in multi brand retail would infuse the new blood inte the industry that has potcntlal Foreign
players that are competitive oriented would implement new strategy.

Another Impact

Retail Growth story in India is not only prodding domestic players to take their businesses to a2 new orbit but 1s
also attracting foreign players as they are left with little or no hope to grow further in their structured home
markets. The increasing disposable income among the Indian middle class, the burgeoning young population is
touted as the main reason for such attractive optimism. The positivity about Indian retail scene has also led to
an intense lobbying by certain sections for opening Foreign Direct Investment in this sector. India has
positioned itself as a promising market for retailers worldwide by virtue of its undernoted

Strengths:

. India has witnessed a frenetic pace of retail development over the past five years.

. Goldman Sachs has estimated that the Indian Economic growth could actually exceed that of China by
2015.

. Retail which contributes 10 per cent of our GDP is the largest source of employment after agriculture.

. The Indian Retail market was estimated to be US $ 427 billion by 2010 & US § 637 billion by 2015.

. This will bring modern technology to the country

. Improve rural infrascructure. It would help build infrastructure and create a competitive market.

. Reduce wastage of agricultural produce.

. Enable our farmers to get better prices for their crops.

. Consumer will get commodities of daily use at reduced prices.

. Biggest beneficiary of this would be small farmers, to would be able to improve productivity and realize
higher remuneration by selling directly to large organized players and shorten the change the form to
consumers.

Government too stands to gain by this move through more transparent and accountable monetary goods
and supply chain management systems. It can expect to receive an additional US$ 25 to 30 Billion by
way of Taxes.

. Opening of retail can be seen solution for food Inflation, which has been a confirmed policy- maker. FDI
in retail would help in building much needed back end infrastructure

Conclusion

A large number of changes that were introduced in the country’s regulatory economic policies heralded the
liberalization era of the FDI policy regime in India and brought about a structural break trough in the volume
of the FDI inflows into the economy maintained a fluctuating and unsteady trend during the study period. It
might be of interest to note that more than 50 per cent of the total FDI inflows received by India came from
Mauritius, Singapore and the USA. The main rcason for higher levels of investment from Mauritius was that
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the fact that India entered into a double taxation avoidance agreement (D'TAA) with Mauritius were protected
from taxation in India. Among the different sectors, the service sector had received the larger proportion
followed by computer software and hardware sector and telecommunication sector. It can be said that the
advanrages of allowing unrestrained FDI in the retail sector evidently outweigh the disadvantages attached to
it and the same can be deduced from the examples of successful experiments in countries like Thailand and
China where too the issue of allowing FDI in the retail sector was first met with incessant protests, but later
turned out to be one of the most promising political and economical decisions of their governments and led not
only to the commendable rise in the level of employment burt also led to the enormous development of their
country’s GDP.
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Present Scenario of Agriculture Credit

Dr. Ekta Jha!

Abstract

Growth of economy of any country is majorly depends upon agriculture which is the largest sector of Indian
economy but its basic requirement is finance which if fulfilled by many sources or funding agencies but on the
contrast there are many problems which have been observed as the main hurdles in the sufficiency and
repayment of the credit but in the today’s changing and growing economy many institutions are developed
which are helping farmers sufficiently and successfully in achieving their goals.

Introduction

Agriculture 1s the most important and largest sector of our economy. About more than 70% peoples are
dependent on agriculture for their livelihood but its present condition was not good because some problems
are developing now viz. lack of money, climartic condition, poor condition of farmers etc. finance is the essential
requirement for every productive activity. The credit is a main thing to improve our agriculture condition
because credit helps farmer invest in creating assets to generate output and in income through developing
technologies and modern methods of business management.

Types of Credit

1.  Short term credit — Short term finance is usually for a period up to 15 months. The purpose of
cultivarion and meeting domestic expanses e.g. they want seeds, fertilizers, fodder and cattle etc.

2. Mid- term credit — Midterm loans cover a period 15 months ~ 5 years. These are the loans that can
usually making some improvement on land, buying cattle, agriculture implements.

3.  Longterm credit — The period involved is more than 5 years and may be as long as 15 ~ 20 years or even
more. These loans are used for purpose which contributes through agriculture production for many years
e.g. reclaiming new lands, digging wells, purchase of machine etc.

Sources of Agriculture Credit

1. Co-operative Credit — After passing of the co-operative societies at 1904 the co-operatives were organized
at village level to help the village community by providing lone and other facilities. Most part of the co-
operative credit structure is multilayered, undercapiralized, oversraffed and under skilled, often the
mountain non-performing asset while in a few cases resulting in erosion of public deposit as well. These
institutions are given considerable help by the government they have also been receiving special treatment
and guidance from the reserve bank of India. The loan (%) given to the farmers by these co-operative
societies in the year 2006-07 was 18.52% which have increased to 26.99% in 2012-2013.

1 H.0.D., Dept. of Economics — S.P.U.(P.G.) College, Falna, Raj.
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Regional Rural Banks — Theses banks are working to the best ability and financial resources but a large
number of landless, migrant labors and illiterate women still suffer from want of credit facilities. These
banks have given 8.91% loan in 2006-07 to the field of agriculture which have increased to 13.40% in
2012-13.

Commercial Bank Credit — Commercial banks have entered this field recently, but the credit supply on
this count has been on the increase since the nationalization of the big banks in 1969. Till then these
banks have served primarily the needs of cities in big towns. At present these banks have become quiet
imporrant suppliers of credit, largely for short-term purpose and to an extent for medium term needs.
These banks have given 72.57% loan in 2006-07 to the field of agriculture which have decreased to
59.61% in 2012-13.

Government Loans - Major source of agriculture finance is the government. The help is extended both
directly and indirectly. Directly the help takes the form of loans to farmers, known as Taccavi Loans,
both in the form of short term, midterm and long term loans. These are given at Jow interest and there
repayment conditions are easy. Indirectly the government help is provided through co-operative
societies, the government helps these societies in the initial stage to stand on their own feet by
purchasing their shares which are later taken over by the Reserve Bank.

Kissan Credit Card ~ Kissan Credit Card (KCC), which is in operation since 1989-99 as means to provide
adequate, timely, cost effective and hassle free credit support to the farmers from the formal banking
system covers around 3502% of the total farmer family. During 2011-12, 371474 numbers of KCC were
issued and Rs. 1303.29 crore was sanctioned by the bank as against 163063 numbers of KCCs were
issued and Rs. 504.96 crore was sanctioned in 2010-11.

NABARD — The national Bank of agriculture and rural bank of development {NABARD) is a pioneer of
self help bank linkage and has brought banking to rhe doorsteps of the poor people, especially the
women, loans for productive and non-productive purpose including agriculture credits.

Money Landers — The private source of the agriculture finance, the most important sources was the
Mabhajan or the Money Landers. They provides Short term and Midterm loans but at very high interest
rate. These loans are, therefore passed from generation to generation in the process agricuiturist live and
die under indebredness.

Agency-wise Credit Disbursed to the Agriculture Sector between 2006-07 and 2012-13

8. No.

Agency

2006-07

2007-08

2008-09

2009-10

2010-11

2011-12~

2012-13*

Co-operative

Banks $ Share (%)

42480
18.52

48258
18.95

46192
15.30

63497
16.51

78121
16.68

87963
17.21

64664
26.99

RRBs Share (%)

20435
8.91

25312
5.94

26765
8.87

35218
9.16

44793
9.46

54450
10.65

32127
13.41

Commercial

Banks Share (%)

166485
72.57

181088
71.11

228951
75.83

285799
74.33

345877
73.86

368616
72.13

142838
59.61

Source: Commercial Bank Data-Indian Banks Association (IBA)/RBI, Cooperative Banks and RRBs data-
NABARI); Notes: § Including Other, ™ Provisional, * Up to September 2012
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Problems ion Agriculture Debt
1.  Imbalances in Credit distribution — Another feature is then inequitable distribution of credit between

Rural and Urban areas, as also among the regions/state. Agriculture finance continuous to be a small

proportion of its total landing, with a large proportion still going to the urban areas, this result into the
backwardness of rural areas.

2. Poverty — Poverty is perhaps a major cause for rural indebtedness. The low level of rural incomes, the
uncertain and primitive farming of small landholdings makes it impossible to meet the needs required
for their living. Often, the rural people take debts to meet these needs.

3. Backwardness of Agriculture — Indian agriculture is an uncertain business. It virtually depends on
unreliable rains for the supply of water. If there are no rains or untimely rains, the entire crop is lost and
the credit invested in the agriculture goes waste. As a result, the loan taken for the productive purposes
also becomes a burden, leading to indebtedness of the farmers.

4.  Exploitation by Money Lenders ~ The village money lending system is very much defective. The sole
aim of the moneylenders is to extract the maximum from the farmers. The moneylenders make wrong
entries in their account books, charge very high interest rates and extract high prices for the goods they
sell to the farmers but purchase the farmers produce at very low prices. In course of time, as the amount

debt increases, the moneylenders are much interested in seizing the farmer’s lands, and other valuable
assets than the debt being repaid by the farmers.

5. Overall Inadequacy — A basic feature of the credit problem is its overall Inadequacy, particularly of the
institutional credit, This is so in respect of short term as also medium and long term credit. In recent
years, commercial banks, including regional banks have added to the credit supplied by the co-
operatives, but the situations remains one of shortage of finance for agriculture.
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Improvements in the System of Agriculture Finance

1. Institutional Finance — The first important thing is that the supply of finance should be fully
institutionalized and dependence on private sources for credit eliminated from every angle, institutional
finance is more useful as compared to private credit. Since this type of finance is made available as part
of wider policies of economic development, its use can be directed towards increasing agriculture

production, promoting improved agriculture practices and meeting adequately the needs of the small
farmer.

2. Basis of credit — The second important element in the organization of good credit system 1s the basis on
which loans are sanctioned. As long as we make decisions about grant of loans on the basis of readily en-
cashable securities, agriculture can never expect to get finance in the needed quantities and reasonable
conditions. The single most important asset in agriculture is land itself but this is a type of asset which
cannot be easily and quickiy converted into cash.

3 Interest and Repayment — The interest charged for the loans and the conditions which governed
repayment of the principle. The interest policy for the agriculture credit should in general be to provide
loans at low interest rate, and to charge different rates for different uses.

4.,  Trained and Devoted persons — Another requirement of a good credit system is that there should be an
adequately trained and devoted personal to man the financial institution. To make a success of
institutionalized finance, it is important that the conduct of these institutions be in the hands of those
who have full knowledge of agriculture and feel involved in its development and in the advancement of
the interest of farmers.

Conclusion

Thus the institutional and non-institutional financial organization in India are seem to very active in flowing
credit facilities to the needy peoples of rural areas besides, state government has also made some remarkable
steps for enhancing credit facilities to the rural areas. These institutions provide loans on very low interest rate
which is very helpful for the farmers.
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Glimpses of Amartya Sen’s Contribution to Economics
Dr. Sunil Kumar Dalal’

Prof. Amartya Sen is world’s most renowned and influential intellectual, thinker and philosopher. His academic
contribution to economics is perhaps much wider than any contemporary economist. Sen has made several
contributions to research on fundamental problems in economics, especially welfare economics. His
contribution ranged over axiomatic theory of social choice, welfare economics, development economics,
economic methodology, construction of poverty indices, empirical studies of famines, and political and legal
philosophy among other fields.

The award of Nobel Prize to Prof. Amartya Sen in 1998 recognized the central role of human development in
the professional endeavour of an economist (Bagehi, 1999a). In his work on human development, third world
occupies a central position. His focus on human development has resulted in a paradigm shift in development
economics and influenced developmental policies to a very great extent. Sen advocated for an effective and
ethical system of developing economic policy. In the present paper on the contribution of Amartya Sen to
Economics, an effort has been made to highlight his wide spread seminal work on various issues which won him
Nobel Prize of Economics in 1998.

Patnaik (1998) identified at least six major fields where Sen has made seminal contribution. These include the
theory of planning and choice of techniques, economics of agriculture, welfare economics and the theory of
social choice, work on poverty and famines, development and reinforcement of concepts and measures of
poverty, unemployment and inequality. Bardhan (1998) believed that Sen is not just a mother Theresa figure
for economists but a person who has valiantly tried to restore economics to the larger and more sophisticated
tradition of its founding fathers, Adam Smith of the Wealth of Nations and theory of Moral Sentiments. Sen
ventured in new conceprual territory with rigorous training in conventional economics, the formal logic of
social choice theory and analytical philosophy and demonstrated his prowess in all these areas through powerful
streams of papers and books {Bagchi, 1999a).

Choice of T'echniques

As an undergraduate student at Trinity College, Sen wrote a dissertation on the Choice of Techniques, a work
that was influenced by Joan Robinson, Maurice Dobb, and A. K. Dasgupta (Basu, 1998). The dissertation with
some modifications won him a Ph. D. in 1960 and was also published as a book.

Criticising purely marker based criteria for choice of techniques; Sen formulated a criterion that aims to
maximize the surplus with a view to maximize the rate of growth of national income and finally the rate of
growth of per capita consumprtion. Sen continued to modify his criteria by incorporating the influence of
international trade, and choice between imports, domestic production, domestic consumption and exports. He
formulated the problem of choice under the condition of future changes in income and consumption streams

1 Sr. Lecturer Dept. of Economics, S.M.B. Government college, Nathdwara, Raj.
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because of technological change or any other unforeseen development. Sen carried forward an idea of Ricardo
in the famous chaprer “on machinery” in his Principles to the context of planned economy to argue that if the
ability to mobilize resources depended on the choice of techniques then the conventional wisdom of favouring
tabour intensive techniques in development plans drawn up for a labour surplus economy made little sense.
Sen (1968, 1984) argued that the problem of choice of techniques in developing countries arose because saving
rates of these countries were suboptimal, judged by most reasonable criteria. Further, sectoral choices of
techniques could be made rationally only if it was made quirte clear what constraints on planners’ preferences
and on the space of available technologies were being imposed (Bagchi, 1999a).

Economic Growth

Sen’s early work on aggregative models of planned growth and capitalist growth can be found in Raj- Sen model
and in model of unstable growth under capitalism (Bagchi, 1999a). The Raj-Sen model tackled the problem of
how to allocate a given value of foreign resources in the presence of limited export possibilities. The result
obtained by this model strengthened the general conclusion of Feldman Mahalanobis model of planning,
namely, thart a larger allocation of investible funds to the capital goods sector would raise the rate of growth of
economy. It also gave a theoretical underpinning to the contention of Mahalanobis and other top policy makers
around that time. As regard to question of intergenerational allocation of resources, Sen favoured a careful
consideration of welfare judgment and not just mechanical calculations of growth.

In his model of capitalist growth, Sen tackled the issue of Harrodian instability. In the Sen Model, there exists
a rate of rise in money wages that equalize the warranted rate of growth to natural rate.

Social Choice and welfare economics

During his stay at Delhi School of Economics {1963-1971) as Professor, his focus shifted to the problem of
welfare economics and to a very difficult question of voting and social choice. In the 1950’s Kenneth Arrow
propounded a path breaking ‘Impossibility Theorem’ which concerned with the problem: how to arrive at
judgment about social welfare from consideration of individual interest, or alternatively, how on the basis of a
consideration of individual interest, should social decision be made? The Arrow’s Impossibility Theorem
assumes that different individuals in society may have different rules that they believe in and on the basis of
which they have different ordering of ‘social states’; how can these social orderings be aggregated into social
ordering, satisfying certain criteria of reasonableness? The question being asked is whether the views of
different citizens can reasonably aggregated into a social view. Arrow's answer to this question in negative
threw doubt on the very possibility of democratic decision making. Arrow showed that all system of voting,
existing or conceivable, will violate some elementary and desirable axioms of democracy (Basu, 1998). Arrow
showed the impossibility of getting an aggregation of individual preferences into social choices based on
particular set of regularity and reasonable requirements (Bardhan, 1998). Majority voting is perhaps the most
common rule for making collective decisions. However, this rule was found to have serious deficiencies like
suppressing a minority, failing to produce a clear result in a group when voted between different pairs of
alternatives and in case of intra transitivity between different alternatives, the majority decision rule cannot
select an alternative that is best for any majority(ET,1998).



Arthavati : An International Journal | Volume-2 | Issue-1 | Jan-June, 2015 43

Arrow’s theorem set the agenda for Sen’s work on social choice. As an innovative successor of Arrow, Sen
focused his attention to social mechanism thar influence peoples’ behavior with respect to saving and work and
also examined the nature of social values and social choice. Sen also sought to bridge the gap between social
values and economic facts (Bagchi, 1999a).In the paper titled “Optimizing the rate of savings”, Sen raised a
question: how can the present generation represent the sovereign consumers of tomorrow whose fates were
going to be decided by savers of today? Sen argued that decision about saving is essentially a political choice
because everybody’s welfare is affected by what everybody else does. This kind of interdependence is
explained by Sen through the concept of “isolation paradox”. According to Sen, a person may save more if she
knows person B is also going to save more, burt not if she has no such knowledge. The reason being that A cares
about the welfare of furure generation bur thinks that her saving alone would not make much difference
whereas if other persons are also saving more, it is going to make a big difference. Thus a person behaves
differently in these two different situations.

Sen provided a positive way out of impasse by breaking through the informational restrictions that traditional
welfare economics had imposed on itself by using richer utility and non-utility information, allowing for inter
personal comparison of well being, partial ordering of social states and considerations like rights and liberty
{Bardhan, 1998). According to Basu (1998), Sen introduced a new axiom to this frame work, that of individual
liberty, that every individual should have some protected sphere over which he or she has the right to decide,
without being constrained by whart others feel. This draws the subject of right and liberty into the domain of
social choice.

Sen’s response to the problem of social choice can be tracked in three distinct phases (Patnaik, 1998). The
first was the imposition of restrictions on the configuration of individual preferences, i.e. value restrictions. He
showed that welfare judgments that become embodied in social decisions are necessarily political and
democratic politics necessarily involves putting restrictions on peoples’ preference. Secondly, Sen moved away
from a social ordering altogether and concentrated only on conditions for rational choice and he demonstrated
the relevance of inter personal comparison in making social choice. Finally, Sen questioned Arrow’s
problemaric itself and hence rejecting welfarism. Sen brought in ‘the facts of real world into welfare discussion.
In a paper on “the Impossibility of Paretian Libral” Sen showed how welfarism could clash libertarian. To Sen,
the real issue in a democracy is 10 raise awareness, to mould individual ordering of social states so that they do
not lie over an unrestricted domain. The point is to introduce restrictions into domain of these orderings
through praxis. Sen (1970e, 1982) proved rhat no liberal who believe in the sanctity of individual preferences
can also believe that every Pareto- superior state should be acceptable to Society. Sen argued that if liberalism
consisting in respecting individual preferences then a social choice function protecting such preferences does
not exists (Bagchi, 1999).

Sen was actually working on a much larger canvas than Arrow’s and was determined to go on exploring
fundamental concepts that held together the economics of welfare, namely, preference, choice, rationality,
interpersonal comparability, equity, justice and human liberty( Majumdar, 1998).

Inequality and Poverty

Sen engaged himself in the closer examination of the nature and structure of inequality in existing human
societies. Sen was concerned with the people who are disadvantaged because of low incomes, but also because
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of ill health, illiteracy and so on. He wanted to talk abourt inequality where it hurts the most. Sen asserts that
poverty should be seen as a deprivation of basic capabilities, rather than inadequate income. He takes the view
income poverty alone should not be focus of development. People living in poverty means they are unable to
realize their capabilities. For Sen, capability deprivation is a better measure of poverty than lowness of income.
It is generally expected that higher per capita GDP should mean better quality of life, but relationship is not
straight forward, for example, Sri Lanka and Indian state of Kerala have lower per capita GDP but have higher
life expectancies and liceracy rates than richer countries like Brazil and South Africa.

Sen has objected to two widely used measures of poverty, namely, head count ratio and income gap. Head
count ratio refers to the ratio of population below poverty line whereas income gap refers to the deficit of
actual income of the poor from the total they would have to receive if they were all to reach the poverty line
income. Sen found head count ratio as insensitive to the depth of poverty among the poor and to him income
gap alone would provide no information about the number of poor people. Sen proceeded to formulate a new
measure of poverty (P) as-

P =H [1+ (1-1) G]

Here H stands for head count ratio that is equal to g/n i.e. the ratio no. of people below poverty line to total
no. of people, I stands for poverty gap ratio rates which is equal to g/qz where total poverty gap g is equal to Lgi
and gi =Z-Y1, Z is poverty line and Yi income of person i. and G stands for Ginni coefficient.

Sen’s formula to measure poverty possesses following properties that make it a better measure-

1. Other things remaining same, a reduction in income of a person below poverty line must increase
poverty measure.

2. The transfer of a income from a person below poverty line to one who is richer must increase poverty
measure, and

3. P is insensitive to an increase in the income of a non poor person.

Famines

From an analysis of inequality and measurement of poverty, Sen moved to an enquiry into the causes of
famines. Sen's interest in famine stemmed from personal experience. When he was only a nine-year-old boy, he
witnessed the Bengal famine of 1943, in which three million people died.

It was in the year 1981, Sen published Poverty and Famines: An Essay on Entitlement and Deprivation (1981), a book
in which he argued that famine occurs not only from a lack of food, but from inequalities built into mechanisms
for distributing food. In other words, it was argued that famines are not caused by food availability as by failure
of exchange entitlement. To him, the collapse of purchasing power because of lack of employment, especially
rural employment, caused by flood, drought, or war can lead to prolonged starvation and famine even though
food is available. The people who are dependent on their own produce or gathering produce from fields and
rivers for the subsistence can be forced to starvation if these avenues are closed through the privatization or
state takeover of common property resources in the interest of trade and commerce (Bagchi, 1999). He argued
that the Bengal famine was caused by an urban economic boom that raised food prices, thereby causing
millions of rural workers to starve to death when their wages did not keep up. Sen, with the help of empirical
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data revealed that in many cases of famine, food supplies were not significantly reduced. In Bengal, for
example, food production, while down on the previous year, was higher than in previous non-famine years.
Thus, Sen points to a number of social and economic factors, such as declining wages, unemployment, rising
food prices, and poor food-distribution systems. These issues led to starvation among certain groups in society.

Governments and international organizations handling food crises have been greatly influenced by Sen's work.
His views encouraged policy makers to pay attention not only to alleviating immediate suffering but also to
finding ways to replace the lost income of the poor, as, for example, through public-works projects, and to
maingain stable prices for food. A strong defender of political freedom, Sen believed that famines do not occur
in funcrioning democracies because their leaders must be more responsive to the demands of the citizens. Sen
advocated public action to eliminate poverty and hunger. Famines and poverty are avoidable phenomenon
provided there is a public action that makes it too expensive for a government politically to ignore them. In
order for economic growth to be achieved, he argued, social reforms, such as improvements in education and
public health, must precede economic reform.

Development Economics

Sen’s contribution to development economics is based on his concepts of capability developed in the article
‘Equality of What’. He has been able to relate his concepts of capability and freedom to analyses of deprivation,
inequality and poverry in human society. Sen viewed development an expansion in the range of capabiliries of
the individuals of a society. According to him, the expansion of capabilities is dependent on the expansion of
basic education and provision of basic health facilities, neither of which follow from high growth in income. Sen
defined development as a process of expanding human freedom. It also means the removal of major sources of
lack of freedoms such as poverty, all types of discrimination and inequality, neglect of public facilities, lack of
economic opportunities, social exclusion, state policies that limit freedom and so on. For him freedom is the
primary goal of development. He saw individuals as agents of change rather than parients diagnosed with
illness of poverty. It means that he emphasized on evaluating capabilities and potential of individuals rather
than just their income levels.

Sen’s work in the field of development economics has had considerable influence in the formulation of Human
Development Index (HDI). The HDI offers a powerful alternative to per capita income as a measure of
national development. HDI combines the average achievement of a country in three basic dimensions of
human development. These ares-

(1) A longand healthy life as measured by life expectancy at birth.
(i) Knowledge as measured by the adult literacy and school enrolment.
(ili) Standard of living as measured by per capita GDP in purchasing power in US dollars.

The first human Development Report of 1990 defines human development as a process of enlarging people’s
choices and stated that income is a means, not an end of human development. In his book Development as
Freedom, Sen prescribed five types of freedoms that tend to contribute to the general capability of a person to
live more freely. These are-

(i)  Political freedom- This essentially include functioning democracy, freedom to scrutinize and criticize
actions of authorities, freedom of expression and speech and presence of free press
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(i)  Economic facilities- such as peoples’ opportunity to have and use resources or entitlements.
(it} Social opportunities- Access to health and education services.

(iv) Transparency guarantees- Transparency in the functioning of authorities.

{v)  Protective Securities- Social protection to vulnerable people.

Thus development ought to be people centric and both socially and environmentally sensitive.

Conclusion

Above mentioned contributions made by Amartya Sen to economic philosophy and theory are just a few drops
in the ocean of thoughts, ideas and concepts developed and propounded by him. Sen has been able to
influence practically all branches of human sciences. Patnaik (1998) has concluded the Sen’s contribution as
“if one were to trace a common thread in all of Sen’s working, it would be his emphasis on the need and
possibilicy of public action for human development”. As rightly said by Bagchi that it will take a team of
scholars familiar with all the forays he has made to prepare an adequare map of his long and conceprually
exciting journey.
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Abstract

Khadi constitutes an important segment of the textile sector. Khadi has been defined as any cloth woven on
handlooms in India from cotton, silk or woolen yarn handspun in India or from a mixture of any two or all of
such yarns. The main objectives of the paper are to analyze the present status of Khadi Gramodyog and
problems faced by institurions engaged in Khadi Production. The paper focuses on employment generation in
rural area.

Introduction

Khadi constitutes an important segment of textile sector. Khadi has been defined as any cloth woven on
handlooms in India from cotton, silk or woolen yarn handspun in India from cotron, silk or woolen yarn
handspun in India or from a mixture of any two or all of such yarns. Due to the artistic nature of khadi products
and with sustained efforts, good demand of khadi products can be created in the international market. KVIC
(Khadi and Village Industries commission) has been creating employment opportunities for spinners, weavers
and other allied artisans. A large number of women artisans are covered in the spinning segment. Khadi and
Village Industries (KVI) programmes are implemented through 33 States/U.T Khadi & Village Industries
Boards, 5000 registered institutions, 30,129 cooperative societies, and Bank/Financial entreprencurial units
under REGP & PMEGP. Khadi products, being environmental and user-friendly are ideal for the present day
market both within the country and outside.

Khadi has the unique property of keeping the wearer warm in the winter as well as cool in summer season.
This fabric on washing is more enhanced, thus the more you wash it, better the look. Khadi easily lasts years
together, at least for 4-5 years. Very attractive and designer apparel can also be made from doing handwork on
khadi is preceded by the spinning of the thread on the charkha after which it goes on to the robbin winder,
warper, sizer, and finally the weaver. The khadi board organizes spinning while weaving is done by the weavers
(mostly men) at their home in an individual capacity. Spinning is mostly done by the women in villages.
During spinning of khadi, the threads are interwoven in such a manner that it provides passage of air
circulation in the fabric. Among all types of fibres i.e, cotton, silk and woolen, cotton khadi is more popular in
both domestic and export markets. Cotton khadi is required to be starched so that it does not ger easily
crumpled. It comes in many colours and is not harmful to the skin as synthetic fabrics. This cotton khadi 1s
very comforting in summer season as ample amount of air ventilation is there; it has the capacity to absorb
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moisture. Therefore, it casily soaks the sweat, and keeps the wearer cool and dry. Cotton khadi comes in plain
as well as in printed fabrics. The khadi wearer gets a royal and distinguishable look due to its historic
significance and style. [t symbolizes luxury and uniqueness.

In silk-khadi, the ratio of cotton khadi and silk fabric is 50:50. This fabric requires dry cleaning. It shrinks by
about 3 per cent after the first wash. It is quite an expensive fabric.Silk-khadi provides a royal and rich look.
The various types of apparels made from khadi silkare salwar kameez, kurta paijama, sarees, dupattas, shirts,
vest and jackets. Previously, khadi was dyed in earthy colour tones, and was used to make traditional garments;
but, now, designers are experimenting by dyeing khadi with striking colours like limegreen, violet, baby pink,
turquoise blue, carpets, etc. Woollen khadi products are also famous for its aesthetic appearance at the same
time keeping the body worm. The most common outfit made from woollen khadi is the "Kurta’. Many types of
apparel are made from khadi like sarees, salwarsuits, fabric yarns, western tops, shirts, trousers, skirts, carpers,
etc.

History of Khadi

The Father of the Nation, Mahatma Gandhi, urged the people of India to wear khadi garments. It was not only
a call to create self-reliance but also a call to wear something that could demonstrate the unity of India. Most
of the khadi cloth is of pure white (bleached or unbleached), and most of the people wear them based on their
“ideology”. Khadi has an extremely important connection with Indian freedom movement, and has become
virtually symbolic of the struggle for freedom. It was in1921 that Gandhiji launched the movement of 'spin
your own cloth and buy hand spun cloth’, which gained momentum making khadi, the fabric of the freedom
struggle. In 1953 when the Khadi and Village Industries Board was established, it had only 156 registered
institutions. Today every village, either remote or small, has its own khadi institution. Initially weaving of
khadi was rather difficult, as it was impossible to weave a full length of cotton with the uneven khadi thread.
Today the range of khadi products is unlimited from garments to household linen to furnishing, etc. Fashion in
Indian clothing dates back to ancient times, when the Aryan’s in the Vedic period produced their own cloth.
The current situation is that the demand is more than the supply. Earlier the type of khadi available was khadi
cotton, which had very coarse texture and feel. However, many varieties of khadi like khadi silk, khadi wool
and khadi cotton are available now, which makes it a fashionable fabric. In order to change with the times and
to compete with other secrors, the KVIC/ khadi institutions have made necessary improvements in the
spinning wheel with their own research. The salient features of new technology are to enhance production
capacity and to increase the employment potential. The institutions have developed six spindle, eight spindle,
ten spindle and 24-spindle spinning wheel and that are hand-operated.

Performance of Khadi Sector

The annual production value of Khadi sector increased from r5.716.98 crore in 2011-12 to 761.93 crore in 2012-
13 while sales increased from Rs. 967.87 Crore to Rs. 1021.56 Crore (Table 1)
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Table 1: Performance of Khadi Sector (2011-12 & 2012-13)
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S. No. Details 2011-12 2012-13
1. Production {Rs. Crore) 716.98 761.93
2. Sales (Rs. crore) 967.87 1021.56
3. Employment (lakh persons) 10.45 10.71
4, Earnings (Rs. crore) 449.02 459.18

Source: KVIC Report 2012 -13

A comparative statement of yarn production under cotton, woolen and silk, during the years 2011-12 & 2012-

13 is given in table 2

Table 2: Khadi Production According to Variety (2011 - 12 & 2012 - 13)

Name of the 2011-12 2012-13
Product Quantity Volume Quanticy Volume
Cotton 211.87 241.28 220.34 251.07
Woolen 51.95 68.08 54.04 70.86
Silk 4.70 30.61 4.89 31.84
Total 268.52 353.77 339.97 279.27

Source: KVIC Report (2012-13)

The production share of different states under different varieties of Khadi {cotton, woolen and silk} varied due
to certain factors like nature of raw material available locally, skill of artisans, geographical conditions etc. The
major contributing states in Khadi production under each variety are furnished in the table 3

Table 3: Major States Contributing for Khadi (Percentage share In relation to All India Total)

Rank Cotton Woolens Silk
State % Share | State % Share | State % Share
1. UP 31.19| HaryanaZ28.40 W.B. 37.53
2. T.N. 9.33 UP18.21 T.N.22.90
3. Haryana 8.82 | Rajasthan15.76 Chartisgarh 7.68
4. Kerala 6.55 | J&K10.45 Karnaraka6.24
5. Rajasthan 6.44 | Karnaraka8.33 Assam 4.94

Source: KVIC Repore (2012-13)
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Employment and Labour Productivity in Khadi

The employment during the vear under report has registered at 10.71 lakh persons against 10.45 lakh persons
during the previous years, which shows a marginal increase of 2.51 percent.

Table 4: Employment and Earnings in Khadi Sector (2012-13)

(Employment in lakh persons)

S. No. Particulars Cotton ‘Woolen Silk Total
1. Spinner 5.67 1.99 0.69 8.35
2. Weavers 0.76 0.27 0.34 1.37
3. Qthers 0.69 0.14 .16 0.99
Earnings (Rs. crore)

S. No. Particulars Cotton ‘Woolen Silk Total
1. Spinner 75.30 21.12 24.62 121.04
2. Weavers 73.28 23.47 48.67 145.42
3. Others 131.65 24.76 36.32 192.73
Total 280.23 69.35 109.61 439,19

Problems of the Khadi Gramodyog Institutions

Most of the institutions are suffering from shortage of working capital. Institutions also require
financial help for improvement of retail outlets, for quality testing labs, and development of work
sheds for spinning and weaving. Most of the artisans are not satisfied with the performance of the
existing charkhas and looms. Khadi institutions require financial support to upgrade/improve
charkhas and looms, which will enhance Iabour productivity and quality substantially to meet export
standards. Grants are required to build/ improvement of KhadiBhandars and Bhavans in big cities
and tourist spots. There is a need to renovate and improve the khadi outlets. There is a need for
construction of common facilities for dyeing/processing, printing, stitching, and cleaning at
appropriate locations within the reach of the selected khadi institutions. Financial support is also
required for purchasing computers with Internet connection; fax machines, new model charkhas,
improved looms and yarn quality- testing equipments for each khadi institution. Replacement of
traditional charkhas and looms with pedal looms and 8 spindle new model charkhas is an urgent
requirement for increasing productivity of workers. Common working sheds have to be developed for
spinners and weavers for maintaining uniform quality of cloth, which is a pre-requisite for exports.
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Proper training and performance based incentives to be given to spinners and weavers. Well-
furnished worksheds to be developed for both spinners and weavers with good infrastructure and
common facilities like workers club, children’s garden, etc. which will increase productivity of
workers, also help in uniform quality of yarn and cloth.

Findings of the study

» Many of the customers feel that the khadi products are priced very high
> Customer feel that the price of the khadi products to be reduced

»  This study reveals that subsidiary on cotton price will not make much more impact on price of
the khadi products

Most of the customers are satisfied with modern products rather than khadi products
Customer feel that the khadi products are not attractive, because of its old design and tradition

Customer feel that the khadi education should be introduced in education system

Y V. Vv V¥

Customer feel that the government employees should adopt with wearing of khadi textile twice
in a weak

This study reveals that the khadi products need vigorous advertisement
Customer feel that the khadi products should come with attractive packaging
This study reveals that, the khadi institution is not only meant for rural development

Customer feel that the khadi products are widely available in modern urban stores

YV VvV Vv VY VY

Customer feel that strong marketing channels should be need to attract modern urban stores

Conclusion

At large scale needs to be done to increase the sale of products. Introducing of user friendly goods and
attractive packaging will help expanding metro urban markets as well customers. By creating awareness about
khadi products among youth and introducing different varieties and colors to suit the customer preference.
Easy availability of products would help to increase in sales. So more franchisees should be introduced in urban
areas. Innovative marketing channels should be needed to attract young generation. Many village people don’t
know about khadi products. So the khadi education should be introduced in education system, so that people
get aware of gandhian ideclogy and khadi products. The village industries are not entitled for any production
subsidy which indicates its interest strength. So as o increase the production of village industries goods, the
production subsidy may be given. Credit facility which is offered to khadi products may be extended to village
industries goods so as to boost the sales. By Introducing new design and rtechnologies the production could be
increased. Khadi institution should not concentrate on same variety of products; it should promote their

products by giving diversified products. The government may offer incentives.
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A Monthly Analysis of Foreign Institutional Investment and
BSE Sensex in India
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Abstract

The growing number of FIls (Foreign Institutional Investors) and their investments from various countries in
our country since 1992 has drawn the attention of policy makers and investors. This paper attempts to
investigate the dynamic FII flows in India using monthly dara and its correlation with BSE Sensex. With this
paper an attempt has been made to understand the percent share of FII in equity, debt and to understand
their impact on Indian economy. For the data interpretation, statistical tool like correlation, diagrams and
graphs are used. Web site like NSE, BSE, SEBI are also used for the support of investigation.

Keywords: BSE Sensex, Foreign Institutional Investment, Flls equity, FIIs Debr, Correlation, Financial year.

Introduction

Foreign investment had played an important role in shaping the status of India as most faster and inclusively
growing economy in this world. Now a day's India has become a best destination for foreign investment due to
vast area available for them to invest among most of Asian countries and world. From September 14, 1992
Foreign Institutional Investors were permitted to invest in all the securities traded in Indian markets,
mcluding shares, debentures and warrants issued by companies which were listed on the Stock Exchanges in
India. While presenting the Budget for financial year 1992-93, Dr. Man Mohan Singh finance minister of
iiberated India had appealed with a proposal to allow reputed foreign investors, such as Pension Funds etc., to
invest in Indian capital market.

And then finally India had opened its gate for foreign investor since 1992 with 100 % equity investment which
was the main instrument for foreigner to investment in India but in the same way they had introduced their
one more instrument known as debt , in which investment starced from 1996. These two instruments have
Jeads to surge of capital inflow and strengthened Balance of Payment position. FIIs in India has shown growth
during 1992-2014 but during this period but during same period, India and world faced global crises which
forced foreign investors to withdraw investment from Indian share market which affected Flls share in
different sector of India. FII investment mainly affects the share marketr of India. Indian stock market
witnessed great fluctuation during 1992 to 2014. The reason behind such fluctuation is fluctuating behaviour
of FII. The term foreign institutional investment i1s used most commonly in India to refer to outside
companies investing in financial market of India. India received portfolio investment from investor outside in
the form of FII equities in 1993.under the regulation prescribed by SEBI (stock exchange board of India) ,
“F1I is an institution organized outside of India for the purpose of making investment into Indian securities
market”, Flls includes investment trust ,asset management companies , nominee company, university fund,
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industrial portfolio manager, charitable trust , charitable socieries, mutual funds , overseas pension funds,
endowments , foundation etc. Flls generally invest in two ways:

Equity Investment

100% investment could be in equity related instruments or up to 30% could be invested in debt instruments

i.e.70 (Equity Instruments):30 (Debt Instruments) .100% Debt 100% investments has to be made in debt
securities only.

Indian equiries have attracted more foreign institutional flows than any other Asian markert so far in 2012 as
portfolio investments resumed in July on renewed hopes of policy action by the government to revive the
economic growth. Foreign funds have poured close to $11 billion (Rs 55,000 crore) into Indian equities so far
this year with the second highest being South Korea, which clocked flows worth $6.3 billion (Rs 31,500 crore)
since January(2012).

A majority of the inflows took place between January and March and then in July of 2011.. There were various
reasons for the intermittent flows. While foreign funds flooded money into Indian stocks in the January-March
period as fund managers felt the rupee was cheap compared to the dollar, the flows in July were largely driven
by the optimism surrounding the change in guard at the finance ministry. Kunal Ghosh, the US-based
emerging markets portfolio manager at Allianz Global Markets said July inflows were also in the expectation of
policy rate cuts by the Reserve Bank of India. "The first quarter [inflow] was because of the equity market

risk-on trade among foreign investors, and especially since India had significantly underperformed in 2011," he
said.

Almost Rs 47,500 crore flowed into India in January-March and July which is seven times the flows in the first
haif of 2011. Brokers said the prospect of P Chidambaram, considered a more market-friendly finance minister
than his predecessor Pranab Mukherjee, taking charge prompted foreign institutions, which had not invested
in January-March, to put money into Indian stocks. A majority of the flows into India this year have been by
exchange-traded funds and India-dedicated funds, brokers said. Foreign institutional investors (FIIs) bought
shares Rs 4,157 crore (US$ 675.27 million) and sold equities worth Rs 3,148 crore (US$ 511.70 million) within
the first three days of January, 2014, according to data from Securities and Exchange Board of India.

Therefore with this paper attempt has been made to analyse the behaviour of FII through EQUITY and DEBT
in India and their correlation with BSE SENSEX, which was affected by FII investment pattern in equity and
debt during the period of 2008 to 2014 ( financial years).

Review of Literature

There are tremendous studies that have been conducted so far in the field whether the FlI investment
behaviour is reflected in the stock marker, at various intervals of time. Many studies have done across the
world mainly related to effect of FII volatility across various economy as well as Indian economy:

Rai and Bhanumurthy (2004) examined the determinants of foreign institutional investments in India with the
help of monthly data from January 1994 to November2002.Using economertric estimates and the TARCH
procedure, the study found a positive association of FI with return on the Bombay Stock Exchange (BSE).
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Kulwantraj N. Bindu (2004), in his research paper titled 'A study on the determinants of foreign institutional
investment in India and the role of nisk, inflation and return’ had conducted an intensive study to find out the
determinants responsible for the flow of FlIs and their degree of impact. With the help of monthly data they
find out that FII inflow depends on stock market returns, inflation rates (both domestic and foreign), and ex-
ante risk. The study has not found any causative link running from FII inflow to stock returns.

Anand Bansal and J.S.Pasricha 2009,in their study “Foreign Institutional Investor’s Impact on stock prices in
India” found that the FlIs flows and instantaneous SENSEX, NIFTY, market capitalization and market
revenue have been strongly correlated in India, the correlation between Flls investments and market volatility
and market return has been relatively low.

Bomer et al. (2010) examine the behaviour of gross capital flows of foreigners and domestic investors before
and after financial crises. They use panel data, with annual observations covering 1970-2009 and 103 countries
{segmented by income classes).

IMF (2010) includes an event study of the impact of capital control introductions on 37 “liquidity receiving”
countries. The data is quarterly, and covers 2003:Q1 to 2009:Q2.

Dr. Mamta, PriyalLaxmiMeena and Mathur, in their research paper examined the behavioural pattern of FII
during the period of 2001 to 2010 and volatility of BSE, SENSEX due to FII. With this paper they clear that
the FII are influencing the SENSEX movement to greater extent.

Mr. Srikanth and Kishor(2012)in their study “Net FII Flows into India: A Cause and Effect Study found that
net FII inflows and the BSE Sensex showed a significant positive correlation as well as Non-existence of the
cause-and-effect relationship between net FII inflows and other variables such as WPI, exchange rate and
forward premium.

Dr. M. Venkata Subba Reddy , Mahammed Saleem(2013) ,in their research paper examine the impact of FII's
on Indian Stock Markets. The important result of their study is that foreign investment is determined by stock
market return. But foreign investment is not a major factor for the stock market boom in India the FII are
increasingly dominant in the stock market

Objective of the Study

An attempt has been made:

¢ " To understand the percentage share of FIIs in equity and debt instrument..
. To analysis the trend of BSE Sensex and Flls during financial years ranging 2008-2014.

. To examine the correlation between FII equity and BSE Sensex during financial years.

Data Collection and Research Methodology

To achieve the objective of the study, the secondary data has been collected from www.bselndia.com,
www.nselndia.com, www.sebi.gov.in, www.rbl.org.in for a period ranging from 2008 to 2014. Besides the
websites mentioned above various publications of SEBI, BSE, RBI & Economic Political weekly, etc has been
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used. The Dara has been classified & tabulared using Ms- Excel. Diagrams and correlation formula is used as

statistical tool for data analysis and interpretation.

Percentage Share of FIIS in Equity and Debt

Foreign institutional investment had played an impotent role in making our nation as best and suitable as well
as profitable country for other nations. When India open its market for foreign investor in 1992, their share in
Indian market was about only 13 crores Indian rupees, in equities only, but now till January 2015 17,689.09 in
equity and in debt it was 23068.20 Rs crores. In the following table, here it can be observed that Flls
investment pattern has been changed over a period of time.

Table 1 : Percenrage Share of FII Equity and Debt During 1992 -2014

INR crores
Financial Year Equity Debt Total Equity % share Debt % share

1992-93 13 0 13 100 0
1993.94 5,127 0 5,127 100 0
1994-95 4,796 0 4,796 100 0
1995-96 6,942 0 6,942 100 0
1996-97 8,546 29 8,575 99.66 0.34
1997-98 5,267 691 5,958 88.41 11.59
1598-99 -717 -867 -1,584 45.26 54.74
1999-00 9,670 453 10,122 95.53 4.47
2000-01 10,207 -273 9,933 102.75 -2.75
2001-02 8,072 690 8,763 92.11 7.87
2002-03 2,527 162 2,689 93.97 6.03
2003-04 39,960 5,805 45,765 87.31 12.69
2004-05 44123 1,759 45,881 96.16 3.84
2005-06 48,801 -7,334 41,467 117.68 -17.68
2006-07 25,236 5,605 30,840 81.82 18.18
2007-08 53,404 12,775 66,179 80.69 19.31
2008-09 -47,706 1,895 -45,811 104.13 -4.13
2009-10 1,10,221 32,438 1,42,658 77.26 22.74
2010-11 1,10,121 36,317 1,46,438 75.19 24.81
2011-12 43,738 49,988 93,726 46.66 53.34
2012-13 1,40,033 28,334 1,68,367 83.17 16.83
2013-14 79,709 -28,060 51,649 154.32 -54.32

Source: SEBI

Table 1 here depicts that FII equity investment has got the chance to invest in India from 1992 to 1996. It
means their share in Indian market was 100% till that period but from 1996-97 financial year Flls debt
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instrument was also stepped in Indian marker with 29 Rs crore while their % share was only about .34 as
compare to equity share as99.66%. Now the share of FlIs investment has fragmented between two routes
Equiry and Debt but comparatively equity share is high, where debt share was negative also in 2001 as -2.75
because of withdrawal made in debt for Rs 273 crore. During the financial year 2008-09 when there was global
crisis but debt investment remain positive while equity became negative because of greater withdrawal from
Indian stock market as 47,706 Rs crore, but when we observed the table it it can be seen that debt % share
was -4.13 while equity was 104.13% and at the end it can also be observed that debt has given its negative %
share as -54.32 which was highest among all. Chart 1 can also depicts the same ups and down in %share of
equity and debt.

Chart:1 Percentage Share of FII In Equity and Debt
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Investment of F1Is And BSE Sensex

The S&P BSE Sensex (S&P Bombay Stock Exchange Sensitive Index), also-called the BSE 30 or simply
the Sensex, is a free-float market-weighted stock market index of 30 well-established and financially sound
companies listed on Bombay Stock Exchange. The 30 component companies which are some of the largest and
most actively traded stocks are representative of various industrial sectors of the Indian economy. Published
since 1 January 1986, the S&P BSE sensex is regarded as the pulse of the domestic stock markets in India. BSE
sensex of India was affected after entrance of FIIS since 1992. And fluctuation can be observed in the
following table due to the positive and negative behaviour of FlIs in equity and debt.

Table 2: BSE Sensex and FIls In 2008-09

Financial year BSE SENSEX POINTS EQUITY DEBT
Apr 01, 2008 17287.31 1,074.80 -1,701.70
May 01, 2008 16415.57 -5,011.50 -162.9
Jun 01, 2008 13461.6 -10,095.80 -998.7




58 Arthavati : An International Journal | Volume-2 | Issue-1 | Jan-June, 2015

Jul 01, 2008 14355.75 -1,836.80 3,618.90
Aug 01, 2008 14564.53 -1,211.70 1,257.80
Sep 01, 2008 12860.43 -8,278.10 3,204.20
Oct 01, 2008 9788.06 -15,347.30 -1,858.10
Nov 01, 2008 9092.72 -2,598.30 4,215.00
Dec 01, 2008 9647.31 1,750.10 626.5
Jan 01, 2009 9424.24 -4,245.30 802.3
Feb 01, 2009 8891.61 -2,436.60 -687.8
Mar 01, 2009 9708.5 330.3 -6,420.30

Source: BSE & SEBI

With the help of table given above it can be said that BSE Sensex was recorded with 17287.31 which was
highest in month of April financial year 2008-09 due to huge investment made by FII equity in Indian share
market but at a same time in debt FII had negative impact. After this month there was continuous fall in BSE
Sensex point due global financial crisis which forced FIIs to withdraw their share from Indian market.
Sometime equity and sometime debt was negative, this fluctuation had a very negative impact on Indian

economy till the end of the year march. This impact and fluctuating behaviour of FIIs can be seen in the chat
2: BSE sensex and fiis in 2008-09

Chart 2: BSE sensex and fiis in 2008-09
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After recession period during 2008-09, India had recovered its status again and attached globally with the
reinvestment made by FII in equity and debt. FIIs started their investment with 6508.20 Rs crore in equity
and 2490.30Rs crore in debt from april 2009 which has boosted BSE Sensex in Indian market and till the end
of the financial year it was recorded that Sensex point reached to 17527.77 due to high and positive inflow of

equity and debt. All fluctuation and its impact on Sensex can be observed in table 3 throughout the financial
year 2009-10.
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Table 3: BSE Sensex and Fiis In 2009-10
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Financial year BSE SENSEX POINTS EQUITY DEBT
Apr 01, 2009 11403.25 6,508.20 2,490.30
May 01, 2009 14625.25 20,117.20 -2,711.40
Jun 01, 2009 14493.84 3,830.00 1,068.30
Jul 01, 2009 15670.31 11,066.30 2,115.40
Aug 01, 2009 15666.64 4,902.70 -379.4
Sep 01, 2009 17126.84 18,344.30 2,228.40
Oct 01, 2009 15896.28 9,077.00 6,895.60
Nov 01, 2009 16926.22 5,497.00 684.4
Dec 01, 2009 17464.81 10,233.10 -1,522.40
Jan 01, 2010 16357.96 -500.3 8,912.90
Feb 01, 2010 16429.55 1,216.90 3,146.10
Mar 01, 2010 17527.77 19,928.00 9,509.50

Source : BSE & SEBI
Chart 3;: BSE SENSEX AND FIIS IN 2009-10
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Now we can observe table 4 which shows the scenario of FIls equity and debt and its impact on BSE Sensex
during 2010-2011 financial year. BSE Sensex was recorded highest in December 2010 with Sensex point
20509.09 because in this month Equity and debt both behaved positively. But it can also be observed that

equity has shown great impact on Sensex point.
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Table 4: BSE sensex and fiis in 2010-11

Financial year BSE SENSEX POINTS EQUITY DEBT
Apr 01, 2010 17558.71 9361.3 3031.8
May 01, 2010 16944.63 -9436.7 2450.6
Jun 01, 2010 17700.9 10508.4 740.7

Jul 01, 2010 17868.29 16617.4 8106.6
Aug 01, 2010 17971.12 11687.2 2999.1
Sep 01, 2010 20069.12 24978.5 7689.5
Oct 01, 2010 20032.34 28562.9 -4260.3
Nov 01, 2010 19521.25 18293.1 2917.6
Dec 01, 2010 20509.09 2049.6 1164.2
Jan 01, 2011 18327.76 -4813.2 10176.7
Feb 01, 2011 17823.4 -4585.5 1315.7
Mar 01, 2011 19445.22 6897.8 -14.9

Source :BSE & SEBI

Chart 4: BSE SENSEX AND FIIS IN 2010-11
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Chart 4 depicts that equity was highest in October 2010 while Sensex point was not jumped as required, it
may be the impact of negative flow of Flls in debt.

Financial year 2011-12 has been shown in the table 5 in which we can see that Indian stock market has
experienced a significant growth due to continuous flow of FlIs in India. It was observed that BSE Sensex
point was highest as 19135.96 in the month of April 2011 with the beginning of financial year because of
Equity investment which was 7213.30 in the same month but at the end of the vear in the month of March
2012 debt has negative flow and the Sensex point was also declined to 17404.2.
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Table 5: BSE sensex and fiis in 2011-12
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Financial year BSE SENSEX POINTS EQUITY DEBT
Apr 01, 2011 19135.96 7,213.30 -17.2
May 01, 2011 18503.28 -6,614.40 2,338.40
Jun 01, 2011 18845.87 4,572.20 3111
Jul 01, 2011 18197.2 8,030.10 - 2,622.80
Aug 01, 2011 16676.75 -10,833.60 2,931.10
Sep 01, 2011 16453.76 -158.3 -1,707.40
Oct 01, 2011 17705.01 1,677.40 1,401.40
Nov 01, 2011 16123.46 -4,197.90 934.7
Dec 01, 2011 15454.92 97.9 21,774.60
Jan 01, 2012 17193.55 10357.7 15971.2
Feb 01, 2012 17752.68 25212.1 10015.8
Mar 01, 2012 17404.2 8381.1 -6588.6

Source: BSE & SEBI

In the chart 5 also we can see the variation between equity and debt investment due to which there was
balanced growth in Sensex point.
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Financial year 2012-13 is analyzed in the table 6 now during analysing this table , it is observed that BSE
Sensex was 17318.81 in April 2012 while at a same time equity and debt both were negative, but in the month
of January 2013 Sensex valuepoint was recorded as 19894.98 due to positive flow if FII in equity and debt with

22,059 and 2,947 respectively.
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Table 6: BSE sensex and fiis in 2012-13

- Financial year BSE SENSEX POINTS EQUITY DEBT
Apr 01, 2012 17318.81 -1105.1 -3787.5
May 01, 2012 16218.53 -347.1 3569.1
Jun 01, 2012 17429.98 -501.3 1681.8
Jul 01, 2012 17236.18 10272.7 3391.7
Aug 01, 2012 17429.56 10803.9 265.2
Sep 01, 2012 18762.74 19261.5 622.5
Oct 01, 2012 18505.38 11364 7851.7
Nov 01, 2012 19339.9 9577.2 292.1
Dec 01, 2012 19426.71 25087.8 1704.4
Jan 01, 2013 19894.98 22,059 2,947
Feb 01,2013 - 18861.54 24,439 4,001
Mar 01, 2013 18835.77 9,124 5,795

Source : BSE & SEBI
Chart 6 : BSE sensex and fiis in 2012-13
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Table 7 depicts the role of FlIs equity and debt in India and their impact on BSE Sensex. If we go through the
table it can be pragmatic that till the end of financial year 2013-14 BSE Sensex was at its highest point as
22386.27 compare to other month of financial year 2013-14 during that period both equity and debt were
playing significant role in detonation of Indian stock market .
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Tabie 7: BSE sensex and fiis in 2013-14

Financial year BSE SENSEX POINTS EQUITY DEBT
Apr 01, 2013 19504.18 5,414 5,334
May 01, 2013 19760.3 22,169 5,969
Jun 01, 2013 19395.81 -11,027 -33,135
Jul 01, 2013 19345.7 -6,086 -12,038
Aug 01, 2013 18619.72 -5,923 9,773
Sep 01, 2013 19379.77 13,058 -5,678
Oct 01, 2013 21164.52 15,706 - -13,578
Nov 01, 2013 20791.93 8,116 -5,984
Dec 01, 2013 21170.68 16,086 5,290
Jan 01, 2014 20513.85 714 12,609
Feb 01, 2014 21120.12 1,404 11,337
Mar 01, 2014 22386.27 20,077 11,586

Source: BSE & SEBI
Chart 7; BSE sensex and fiis in 2013-14
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In the chart given above we can glimpse the performance of equity and debt and their collision on BSE Sensex
which has recorded a minor changes and horizontal growth during financial year 2013-14

In this way we can easily analysed the actions of FIIs during six financial years in which lots of variation has
been observed during 2008 to 2014 and these variations had also affected the Sensex point of BSE of India.
Correlation Between BSE Sensex and Fii Equity

It has been continuously observed from the tables and charts given above that FII equities were in concert a
lot in the formation of BSE Sensex point. Thus it is necessary to find out the correlation between these two
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variables as X variable (BSE Sensex) and Y variable (equity). Through which the Degree and typc of
relationship between any two quantities (variables) in which they vary together over a period;

Table 8 represents the correlation values between these two variables during financial year ranging from 2008
to 2014,

Table 8: Correlation

Correlation Berween Fii Equity and Bse Sensex

2003-09 0.087469631
2009-10 0.182205978
2010-2011 0.517124482
2011-2012 0.311196582
2012-2013 0.770520659
2013-2014 0.568490488

Through the table given above and the chart given below , we can notice that in 2008-09 financial year there
was very low positive correlation as .08 between BSE and Equity because of huge withdrawal of equities from
the market due to global financial crisis . But India was not remained in the same situation it made transition
from this situation. and this transition made India again a favourable place for foreign investor. As they again
inflow in Indian stock market and correlation between them has increased year after year. But correlation
between BSE and Equity was high positive in 2012-13 which was .77. The same picture can be seen in chart 8.

Chart 8: Correlations between BSE Sensex and Equity
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Conclusion

On the basis of discussion done above and data analysis ,it can be said that foreign institutional investment has
very noteworthy upshot on Indian stock market since their existence in India their share as well as
contribution has increased year after year .Fils invest in capital market with their main two instruments Equity
and debt. Both were having random behaviour in their investment pattern.

In conclusion it can be said that equity remain positive as their percentage share in Indian market was
increased from 1992 where as debt sometimes behaved negatively and had no share as 0% in 1992 — 1996 and
then after its share started in Indian economy but less than equity even at the last which is 2013-2014. It can
be seen that equity had 154 % and debt was negative with -54 % according to the data updated by SEBL
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It can also be concluded that BSE India’s biggest stock marker was also affected by Flls investment pattern
here it was discussed in the second segment, BSE Sensex faced downfall in 2008-09 which was due to outflow
of FIIs with its both instrument but this downfall experienced by BSE was not continued as it was in good
health after global crisis from 2009-10 to 2013-14 financial year.

After this when the dara of BSE Sensex and FII equity were examined by applying correlation 1t was found
that there was very low but positive correlation between BSE Sensex and FII equity as .08 in 2008-09 as
compare to high and positively correlated in 2012-13. In 2013-14 the correlation between these two was only
.56. This shows that the correlation was moderate and positive.

Thus overall it can be said that BSE the capital marker is largely affected by the investment pattern of Flls
and FIIs are ready vo lend a hand to our country by giving it a way to connect with entire world.
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Impact and Assessment of Industrial Development: with
special reference to Rajasthan
Sher Singh?

Abstract

Industrial development is essential for the development of any economy. Present study is an attempt to
analyze the sectors that can have a positive impact on the development. Industrial development can be
boosted if a region has a sound economic infrastructure. It also helps in the development of other sectors of any
economy. We have collected the secondary date published from various sources and put to various statistical
tools like ranking, regression, correlation etc. The current trends of industries show that there is a need of
government promotions in the state to develop a well industrial sector. It will also help in the development of

agriculture and service sectors. A multi-prolonged strategy has been suggested in the present study to help the
policy framers.

Introduction

In recent scenario, development is not only a statistical measure of increasing G.N.P in the country but the
development means the people should be aware about the society. They should be politically active and
productive in economic terms, ability and liberal and liberty to make choices and to make their nation more

developed. It is well established by various researcher that Industrialization is the prerequisite of the
development.

Industrialization 1s the base of the agriculture and service sector. These sectors are dependent on the
industrial product so if we want to develop the whole economy than we have to develop industrial sector first.
[t is’a well established fact that the resources are limited for any country therefore we should use these
resources in such a manner that it could yield the maximum output. In order to achieve this target we have to
opt the unbalanced strategy for growth. We have to select certain areas which boost the growth of another area
and have to make a huge investment in those sectors which in turn boosts the development in other sectors of
the economy.

Industrialization boosts the human development in many ways. It increases the per capita income of the
people and also attracts the investment in direct productive activities atiracts with the development of
infrastrucrure. In modern times the new government is also seeking for the huge volume of employment in the
country. We cannot develop the country if we do not develop the industrial sector.

Industrializarion is a key factor in sustainable development and it reproduces the substitutes for those
resourced which cannot be reproduced, It is also a good way for the rural development. We can link the small
and cottage industries to the rural areas and it can give a good employment generation in these areas. The

1 Lecturer in economics,S. B.D. Government College, Shardar Shahar, Rajasthan
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income of the villagers can be boosted in response of the industrialization. It also boosts the growth of allied
SECTOrs.

In the present study we have made an atcempr to identify the factors which are responsible for the industrial
growth in Rajasthan.

Review of Literature

Nagaraj(1990) found that the total GDP and GVA(Gross value added) in major sectors including the industrial
sector grew much faster berween (1980-81) and 1987-88 than in the ecarlier three decades. Growth in VA (value
added) in the registered manufacturing sector between 1980-81 and 1986-87 was significantly higher than that
during this preceding two decades.

Ranjrajan(1982) estimated a model from data for the period 1960-1972 to study the impact of Agricultural
growth on industry growth and showed that a 1.0% growth rate in agriculture could by itself generate a rate of
growth of 0.5% in industry. The effects of agricultural growth on the output of capital and basic goods
industries are found to be less strong than the effects on the output of consumer goods industries.

Lahirietal (1984) estimated an econometric model of the price quantity adjustment mechanism in the factory
sector of Indian industry with specific attention to the role of government policies and international trade in
the determination of output and prices. A Disaggregated four sector frame work with industries classified on
the basis of end use consumer goods, capital goods, basic goods and intermediate goods was adopted. The
model was estimated from annual data for 1960 to 1977 ordinary least squares. The major determinants of
output were found to be (1) Real government expenditure (2) Real expenditure (3) Real income of the
primary sector and (4) Availability.

Ray (1991) made a useful contribution in testing the different explanatory hypothesis. He examined the
“Supply demand” linkages between agriculture and industry and also availability of power as determinants of
the role of growth of manufacturing output and growth rate, The internal terms of trade, availability of food
grains, agricultural income and availability of power was studied through time series methodology. Slow growth
in power supply had been a serious impediment in the growth of manufacturing output.

Mukhopadhyay(1992) estimared a demand-supply model for the industrial sector and found that industrial
stagnation was due to the demand constraint. However, the relative importance of the different demand side
factors could not be assessed. Mukhopadyay carried out a separate analysis of the capital goods sector and
concluded that slowdown in public investment was the cause of deceleration.

Kavita Rao(1993) attempted a study of industrial outputr determination over the four decades 1951-90 in the
‘dual economy’ framework. The reduced form of a model of output determinarion was estimated separarely for
consumer goods group, capital goods group and intermediate goods group of industries. On the basis of the
empirical result, the author concluded that demand side variables, namely, public expenditure and income
accruing to agricultural sector, provided a reason by satisfactory explanation. In the equation for the capital
goods group of industries, the policy of import substitution was found to be a relevant factor. The omission of
infrastructure which was found to be relevant in Ray’s (1991) study is a limitation of the Kavita Rao study.
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There are various studies on this topic but there is a lack of empirical study on the topic so present study tries
to fill this gape.

Research Methodology

Present study aims to identify the factors responsible for the status of industrialization. The study 1s based on
secondary data which is collected from various government and private publications and research publications.
The scope of the present study is to make a systematic actempt for the identification of factors responsible for
the industrialization in the districts of Rajasthan. Sect oral indices of 33 districts in natural resources, human or
demography, infrastructure, agriculture, geographical location, government policy and education are
constructed using principal component analysis to test the casual relationship among factors ,we have used the
multiple regression model. It is expressed in following form.

Y=o+ X + BX; + BX; + e + B.X, + &

Where Y; is the dependent variable and X/'s are independent. Variable [’s are the regression coefficients and e;
is the residual. Model follows the classical O.L.S. assumptions.

To determine the factors which affects industrialization index, regression models are estimated. Econometric
models are built to show interaction between industrialization index and various factors.

Introduction of Indicators

We have applied the regression analysis and composite indices have been constructed. Each index is a
combination of number of variables, which are as follows;

(i)  Index of natural resources comprises of the net availability of natural resources, potentials of natural
resources and 1ts use.

(i) Demographic index is composed of density of population, sex ratio, social backwardness, decadal growth
rate of population and urbanization.

(ii1) Infrastrucrural index includes the availability of transportation, communication, banking, housing, power
sanitation etc.

(iv) Agricuiture index is a composite of irrigation, intensity of cropping, agricultural mechanization, per
capirta cultivated land.

(v}  Geographical location index includes the availability of raw material, transportation cost, marerial cost,
distance of market etc.

(vi) Government policy index includes availability of loan facility rebate in tax, donation of land etc.

(vii) Education index includes the literacy rate, numbers of school and college, teacher student ration etc.

Development of hypothesis (specification)

Industrial development is boosted with the socio economic development of the region. It also stimulates the

growth in related sectors. Here we have developed the specification between regressor and regressand on the
basis of generalization.
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(ii)

(iii)

(iv)

)

(vi)

(vii)

Natural resources are the free gift of the nature and it positively influences industries. Huge natural
resources are vital for attaining a high industrial growth. Thus natural resources and industrial
development are positively correlated.

Demographic development: It has been the core of development. It relates to the betterment of the
quality of human life. Demographic development boost the industrial growth as it provides more
productive and educated people whose productivity is high. Thus a positive sign is hypothesized here.

Infrastructure is essential for the development of any region. No plan of industrialization can get success
until a well furnished infrastructure supports it. It includes the social and economic overheads like
health, transportation, communication, power, etc. it is hypothesized that a region with better
infrastructure will be more developed in industrialization.

Agriculrural development is prerequisite of the industrialization as it supplies the food grains to meet
the requirements of human consumption and boots the growth of other sectors of the economy therefore
positive sign has been hypothesized here.

Geographical location: positive relation has been hypothesized between industrial development and
geographical location. Places with be high developed in industrial terms.

Government policy: If the policy of government is liberal and enhancing, it will improve the investment
in industrial sector.

Education: Positive relation has been hypothesized between education and industrial growth. Education
provides more productive labours which enhances the growth of industrialization.

Interaction between industrial index and others

Here the industrial development is considered as a dependent variable while the independent variable

includes;

(i)  Natural resource Index (N.R.I.)
(1) Demographic Index (D.I)

(i) Infrastructural Index (I.I)

(iv} Agricultural Index (A.L)

(v)  Geographical Locarion Index (G.1.)
(vi) Government policy Index (G.P.I)
(vii) Education Index (E.I)

Following regression model has been framed here;

LD. = o+ BN.RIL + B,D.L + BLL + BAL + B.GL + BG.P.I +BEL + ¢,

Table 1 Shows the hypothesized signs and estimated correlation coefficients for the industrial model.
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Table 1: Sign and correlation coefficient

Explanatory variables Sign Estimated correlation coefficient

1991 2001 2011
N.R.IL + T12* .684* 714*
D.I + .618*% B841* .748%
LI + 482 616 .649
Al + 319 714* 418
Gl + 418 412 392
G.P.1 + .629* .628* 462
El + J781* 498 728

Source: Computed

*Significant at 5 percent level of significance.,

Table depicts thar all the explanatory variables carry the hypothesized signs. Most of the indexes are found to
be significant in all the years.

Table 2 shows the regression model between industrial development and explanatory variables for 1991, 2001

and 2011.

Table 2: Results of regression model

Explanatory variables 1991 2001 2011
N.RL 1.024 (4.349)* .60 (1.82) 714 (2.891)*
DI 625 (3.42)* A1 (2.86)* 684 (3.26)*
1.1 .349 (1.828) 62 (3.26)* 619 (3.84)*
Al 479 (2.846)* 61 (4.26)* 718 (3.96)*
G.IL 391 (1.848) .71 (2.96) 584 (3.24)*
G.PI 621 (3.84)* 681 (3.91)* 641 (4.86)*
E.l 584 (4.862)* 518 (2.29) 744 (5.262)*
@ {Constant) (.248 7.849 9.282
Standard error of estimate .5602 .4826 4724
R? .8921 9126 9328
R? - 8614 .8924 .8996
F Ratio 7.84 9.26 8.828
P.Value .0002 .001 .00024

Source: Computed

Note: Figures in parentheses shows t value. *: Significant at 5 and 1 percent level of significance.
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Table revels that in 1991, the explanatory variables explains 86 percent variation in dependent variable. Index
of natural resources, demographic index, agricultural index, government policy index and education index
depicts the significant impact on induserial growth. The model is highly significant as depicted by F ratio.

In 2001, demographic index, infrastructure index, agriculture index, government policy index were significant
at 5 percent level of significance. The explanatory variables together account for the 89 percent variation in the
dependent variable. The F ratio shows that model is highly significant.

The regression model of 2011 shows that the explanatory variables explain 89 percent variations in dependent
variable. All the explanarory variables are found to be significant at 5 percent level of significance. Education
index accounts for the maximum variation in industrial growth.

A comparison of all the three regression model shows that the industrial scenario of Rajasthan is good but
almost constant as depicts in its growth rate. All the variables are found to be significant but we cannot take
the benefits of these opportunities, perhaps it is due to the negative attitude of the government. The R* has
increased over the study period. F ratio is significant in all the three periods.

Our null hypothesis that B = 0 is rejected here as the P, value of all the three regression model is less than the

level of significance therefore all the explanatory variables are found to be significantly contributing in
industrial development.

Conclusion

The study reflects that industrial development can be developed with the growth of infrastructure and natural
resources of the country. Educarion index is also contributing to the industrial growth therefore it is suggested
that a huge investment should be done on education sector. Infrastructural facilities should be improved and
enhanced in the state and the state government should give more liberal opportunities to the foreign investors
to invest in infrastructure. It is also suggested that while establishing the industries, the localization factors
should be keep in mind like transportation cost, availability of raw materials etc. government should appoint an
expert committee before establishing the industry so that it can enhance the growth of related areas.

The government should also focus on agricultural sector as it is a high potential sector in the state.

There is a need new agriculture technique which saves the water resources. The government should think
about it.

Thus the state government needs to focus on industrial development that is budgerary allocation apart from
the significant factors viz, natural resources, human resources, infrastructural facilities, agriculture and
education. Government policy should be positive in such a way that it stimulares the investment in the state.
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T'rade Policies of SAARC Countries

Dr. Leena Sharma!

Abstract

The trade policies of SAARC nations have varied over time, depending upon the variations in global trade
environment, national conditions, and the relationship with the neighbors and the negoriations after the
formation of the SAARC. It is difficult to trace the specific variation with respect to each commodity but the
two strong through opposite winds have blown on the international scale. One was the implementation of

WTO proposals, which were virtually mandatory for all the SARRC countries and the second were specific
regional integration forums like SAARC.

Introduction

This paper has been divided in five sections. Section one deals with trade liberalization in South Asia. Section
two deals with 'rules of origin'. Sections three reports the average tariff charged in SAARQC nations. Sections

four calculates trade intensity index of different nations. Sections five deals with the limitations of trade
within SAARC narions.

Trade Liberalization in South Asia

[t started with a series of sweeping reforms in Sri Lanka in the year 1977-78, which was followed by a new
second phase of trade liberalization during the 1990s. For the rest of South Asia, the 1980s and 19905 saw
substantial reductions of tariffs and phasing out of QRs, along with liberalization of the exchange regimes. An
effort has been made to outline the development of the notion of SAARC as a regional integration agency. A
notion that deeper trade interaction can create functional spillovers that would help build stronger general ties
has long been in the minds of South Asian policy makers. One of the major objectives of formation of SAARC
forum was to accelerate the process of economics and social development in member States.

Rules of Origin

The SAPTA rules of origin (ROOs) distinguish berween goods that are "wholly produced or obtained" in an
exporting SAPTA country. The former include domestic raw materials, agricultural products, fish, waste and
scrap, ad products wholly obtained from these inputs. As regards the latter, the agreement initially provided
that the toral value of the materials, parts of produce originating from non-contracting undetermined origin
and used in the production of the exported product, should not exceed 50% of the f.o.b. value, and that the
final process of manufacture was performed within the territory of the exporting member state.

The non-local inputs are valued at their cif prices where obtainable, or otherwise at "the earliest ascertainable
price" paid for them in the exporting country.In "Product-by-Board" means a negotiating at HS 6-digit tariff

1 Depr of Economics Guest Faculty, Rajiv Gandhi Tribal University
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line level. "Across the Board" means a uniform reduction applying to all products under negotiations."Sectoral
basis" means agreements on groups of products which are closely related in end use or in productions. "Direct
trade measures" means such things as long and medium term contracts containing import and supply
commitments in respect of specific products, buyback arrangement, state trading operations, and government
and public sector procurement.

Table 1: Rate of Average Tariffs in Major SAARC Countries

Year Bangladesh India Pakistan Sri Lanka
1991 88.6 79.2 66 269
1992 71 53 61.1 25
1993 50 47.8 56 24.2
1994 42 47.8 51.1 26
1995 27.4 41 50.7 20
1999 22.2 32.2 46.5 20

Source: Hoekman et al {eds) Development, Trade and the WTO, Appendix

Table indicates that current level of tariff and non-tariff barriers are still substantially high in major SAARC
nations, Although South Asia's non-tariff barriers declined more than 85 percent between the 1980s and 1990s
(UNCATD, 1994 and 1999), removal of existing tariff and nono-tariff barriers on intra SAARC trade is
considered to be an enormous task yer. Among the four major SAARC countries, Sri Lanka seems to start with
relatively lower average rate of tariff than Bangladesh and India substantially but it average rtariff rates from
relatively high rates between 1991 and 1999.

Trade Intensity Index and Complementarities

We can think of the trade intensity index as a uniform export share. In other words, the statistic tells us
whether or not a region exports more (as a percentage) to a given destinations than the world does on average.
It is interpreted in much the same way as an export share. It does not suffer from any 'size' bias, so we can
compare the statistics across regions, and over time when exports are growing rapidly.

It clearly indicates that in comparison with the rest of the world the trade ratio between India and SAARC
countries has declined. Trade intensity index concentrates attention on variations in bilateral trade levels that
result from differential resistances by abstracting from the effects of the size of the exporting and importing
countries. The higher value of the index means the higher bilateral trade (Drysdale and Garnaut, 1982) in
order to explore the potentials of intra-regional trade expansion within SAARC trade.

Limitations of Trade in SAARC Countries

In the studies the possibility of Intra- SAARC trade expansion has been investigated using macroeconomic and
regional trade link models. It is generally found thar inter-country differences in production and consumption
patterns, investment behaviour, and tax and non-rax structures leave considerable scope for further regional
trade expansion. Given thart intra-SAARC rrade (comprising Afghanistan, Bangladesh, Bhutan, India, Maldives,
Nepal, Pakistan, and Sri Lanka), as a percentage of total of SAARC members with rest of the world, is only
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around 5 per cent, there is every opportunity to increase this number. This is all the more so, when Pakistan is
talking about granting India Most Favoured Narion (MFN) srtarus.

Many Bottlenecks

The South Asian region badly needs to build upon three areas of trade facilitation: port efficiency, customer's
environment, and service sector infrastructures (like electronic documentartion). For instance, the road leading
to the port of Chennai is highly congested. With one gate of entry to the port, containers have to line up often
up to a length of eight km before making an entry to the port. At the port, the containers again have to wait for

at least two more days before the ship starts to sail. Port congestion because of inefficient handling of goods
affects the turnaround tome of vessels.

Political Issues

There are problems associated with connectivity. Although South Asia inherited an integrated transport
infrastructure form the British, this infrastructure was fractured by the partition of India. South Asian countries

have seldom given land transit facilities. Pakistan has denied transit facilities to India sending their goods to
Afghanistan.
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