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DERSTANDING SOCJO-
rONOMIC CONDITIONS OF
URAL HOUSEHOLDS

Amit Bhushan Dwivedj**

ABSTRACT

Reflections of Indian economy expose paradoxical nature of Indian
democracy. Rapid and steady growth with adverse socio-economic conditions has
become an important attribute of Indian economy. A review of recently released
Socio-Economic and Caste Census 2011 (SECC 2011) presents harsh realities of
socio-economic conditions of the rural households. With an aim to understand
socio-economic conditions of Empowered Actions Group of States (EAGS), this
article,using SECC 2011, attempts to examine variations among States on the basis

ofincome slab, income source and irrigated land ownership. Results suggest that a
large number of EAGS households are engaged in subsistence work like manual
casual labour and cultivation. SC households of rural India and particularly Bihar
among EAG States are major social group relying greatly on subsistence wage
labour. Severe lack of irrigated land ownership among SC/ST househollds leads th-e;n
to engage in subsistence work and result is low income and social e;dus(;oar;
Significance of SECC 2011 lies in the fact that it has reminc'iec.l an.d rfP::e :;zn"y‘
OPportunity to rethink development strategies to ensure social justicein
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Recent trends and Comparative Global position of India in FDI inflow

* Mukesh Kumar Pawdey ** Manharan Anant

Abstract:

Since 2000 significant changes have been made in the FDI policy regime by the govermment to ensure
the regular inflow of foreign investment in the country Undoubtedly, lhag h:r? been jl:’:::ms.lgn&'rrat:rha impact of eco-
nomic reforms of 1891 and onwards on increasing growth rate of the Indian economy. One of the main drivers
of economic growth has been increasing FDI inflow in the country. The importance of FDI inflow in the country
is evident from the fact that major part of FDI in the country goes to service sector and Iin recent past and pres-
ent service sector has been remained the main driver of growth.  Despite global slowdown and falling growth
rate of Indian economy, FDI inflow In the country is still healthy. But at the same time, comparative global posi-
tion of India In attracling FDI is relatively weak. This reflects some bolllenecks existed in the country be it delay
in policy formulation , slow progress of second phase of reforms , lack of infrastructure facilities, more than mod-
erate corruption and last but not least economics driven by political pressure. Paper concludes that if India has
to regain ils robust economic growth, increasing FDI inflow in infrastructure sector is inevitable

Keywords: FDI, Innvetment, Slowdown, investars,
acelerate, okeyseas, Operation,

Introduction:

Foreign direct investment (FDI) is a direct
investment into production or business in a country by
an individual or company of another country, either by
buying a company in the target country or by
expanding operations of an existing business in that
country. Foreign direct investment is in contrast to
portfolio investment which is a passive investment in
the securities of another country such as stocks and
bonds. Broadly, foreign direct investment includes
mergers and acquisitions, building new facilities,
reinvesting profits eamed from overseas operations
and intra company loans. There are two types of FDI:
inward and outward, resulting in a net FDI inflow
(positive or negative) and "stock of foreign direct
investment”, which is the cumulative number for a
given period. Direct investment excludes investment
through purchase of shares.FDI is one example of
international factor movements.

Since 2000 significant changes have been made in
the FDI policy regime by the government to ensure the
regular inflow of foreign investment in the country.
Undoubtedly, there has been considerable impact of
economic reforms of 1991 and onwards on increasing
growth rate of the Indian economy. One of the main
drivers of economic growth has bren increasing FDI
inflow in the country. Recently there is lot of debate on
FDI in multiband retail and of course must be, but no

one can deny that India desperately needs greater FDI
in other sectors ,especially infrastructure and services,
as far as enhancing and maintaining employment,
output and growth 1s concerned. In the light of these
issues this paper tries to explain the recent trends of
FDI inflow in India and India’s comparative global
position in attracting FDI.

Recent Trends

FDI inflows to India have been growing since 1991
but the big break came in 2006 when nearly tripled
(22.83 billion USD) in 2006 from 8.96 billion USD in
2005 and increased at its peak level of 41.87 billion
USD in 2008 before declining in 2009 in the wake of
the global financial crisis but revived in 2011-12(
Tablel). During April-November 2012-13, FDI inflow
(including equity inflows, reinvested eamings and
other capital) was 24.65 billion USD. Despite global
slowdown and falling growth rate of Indian economy,
FDI inflow in the country is still healthy. Table 1

Year FDI inflow Service GDP
(as per Sector growth
International growth rate
practices) rate

2005-06 B.96 109 9.5

2006-07 22.83 10.1 9.6

2007-08 34.84 103 9.3

2008-09 41.87 10.0 6.7

2008-10 37.75(P) 10.5 8.6

2N10-11 34.85(P) 9.8 83

[2011-12 | 46.55(P) 82 6.2

2012-13( 24.65(P) 6.6 5.0

April-Nov) [ AE)

* Assistant Professor, Department of Economics, Govt Larangsai College, Ramanujganj, Balrampur, CG.
#% Assistant Professor, Department of Commerce, Govt Larangsai College, Ramanujganj, Balrampur,CG,
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clearly depicts that slowdown in GDP growth in 2011-
12, 2012-13 has not affected FDI inflow in the country.

Tablel: Recent trends of FDI inflow in India (in
US billion Dollar)

Source: Compiled from Economic Survey 2012-13,
Pg 3, 207,213.

Note: 'P' indicates provisional.

AE- Advance Estimate

. Further, the growth of the service sector is closely
!mkcd to the FDI inflows into this sector. Though there
is some ambiguity in classifying the different activities
sunder the service séctor, share of service sector is 47%
in cumulative FDI inflows during the period April
2000- November 2012 (Economic Survey 2012-13
p215). If we look at pure service sector table 2 clearly
depicts that majority of the FDI in flow goes 10 service
sector followed by telecommunication, construction
and others, The combined FDI share of financial and
non-financial services, construction development,
telecommunications, computer hardware and software,
and hotel and tourism can be taken as a rough estimate
of the share of services, though it could include some
non-service elements. Thus the importance of FDI
inflow in the country is evident from the fact that major
part of FDI in the country goes [0 service sector and in
recent past and present service sector has been

* Mukesh Kumar Pandey & Other
-

f quality infrastructure is important p,
only for sustaining high growth but also ensyrip,
inclusive growth. The total investment in .

infrastructure sector d;mlﬂghfh-{ 12th five year plgg
estimated at Rs. 56.3 lakh crore (approx. US g

trillion). Clearly such a huge investment is possibj,

availability ©

Sty 910 | 0041 (20012 :
Power @3 [N 1603 (1865 | &)
e |01 | %8 |18 (919|208
natural 6&

Teleommunicatons | 25540 166450 |17 1878 | s |
Totd [sp | 050 63480 |SOR | Dual

only with the participation of private sector and FD]
has an important role in meeting this requirement. But
recent trends of FDI in this sector are not encouraging
Tabled: FDI flows to Infrastructure (US $ million)
Source: Compiled from Economic survey 2012-13, pg
250.

The total FDI inflows mto major infrastructure
sectors during April-November 2012 have dipped
significantly. The major decline has been in the power
petroleum and natural gas and

remained the main driver of growth. Table 1 shows ..o
Industry/sector % share of total telecommunications (table3). Continued uncertainty m
1. Service Sector 19% global market, Regulatory uncertainties, slower
2, Telecumrvumcatsun % Ay TShare of toal row
4. Computer software and hardware | 7% 1 Sngapor 10%
5. Chemicals 6% 3 UK %
6. Pharmaceuticals and medidne | 5% 4. Japan % =l
7. Energy &% U 6%
8. Automobile Industry 2% j L‘;ﬁw j: .
9. Metal Industry 4% B Germany | 3% =
that service sector growth rate lias been much higher 9. France %
than GDP growth rate recently. 10 UAE | 1%
Table2: Percentage share of 5:[“?"_ wise FDI flows.  urowth, and delays in acquisition of land were SOme of
Source: Department of Industrial policy and {he reasons for decline in FDI inflows In the
Promotion, Ministry of Commerce and Industry. infrastructure in the current year
flows

The Twelfth five year plan lays special attention on
infrastructure development including energy, as the

Table 4: Cumulative country wise FDIin
(April 2000-March 2011)
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Source: Department of Industrial Policy and
Promotion, Ministry of Commerce & Industries, India
FDI fact Sheet March 2012.

Among important sources of FDI inflow, Mauritius
tops the list of first ten cumulative investing countries
followed by Singapore, UK, Japan, USA, Netherland,
Cyprus, Germany, France and UAE during the period
of April2000-March 2011,

Global position:

Starting from a baseline of less than $1 billion in
1990, a 2012 ]JNCTAD survey projected India as the
second most important FDI destination (after China)
for transnational corporations during 2010-2012,

Yeur Sareofidain  |Samofdan | Shareol Cinain
developng couniries | Word Devloprg Courtres

04 19 078 %0

008 668 1)) 165

010 iR 185 184

Table 5: Comparative share of India in FDI inflow

Year Share of India in developing countries
Share of India in World Share of China in Developing
Countries

Source: United Nations,
Report2011.

Among the Asian developing countries India
continues to remain 2nd after China. According to
UNCTAD's World prospect survey 2013-2015, India
is ranked as the 3rd most preferred FDI location
(UNCTAD, 2013). Over the past decade, FDI inflows
to BRICS more than tripled to an estimated US$263
billion in 2012. As a result, their share in world FDI
flows kept rising even during the crisis, reaching 20%
in 2012, up from 6% in 2000. Almost half (46%) of
FDI flows to BRICS go to China, followed by Brazil
(25%), the Russian Federation (17%) and India (10%)
(UNCTAD, 2013).

Clearly, when India is compared with China, Brazil,
and Mexico in attracting FDI, its position seems weak.
India is far behind China in attracting FDI (see table5).
This reflects some bottlenecks existed in the country
be it delay in policy formulation , slow progress of
second phase of reforms , lack of infrastructure
facilities, more than moderate corruption and last but
not least economics driven by political pressure. An
analysis of the recent trends in foreign direct

World  development

* Mukesh Kumar Pandey

investment (FDI) flows at the global level as well as
across regions/countries suggests that India has
generally attracted higher FDI flows in line with its
robust domestic economic performance and gradual
liberalisation of the FDI policy as part of the cautious
capital account liberalisation process. Even during the
recent global crisis. FDI inflows to India did not show
as much moderation as was the case at the global level
as well as in other EMEs, However, when the global
FDI flows to Emerging Market Economies (EMEs)
recovered during 2010-11, FDI flows to India
remained sluggish despite relatively better domestic
economic performance ahead of global recovery. This
raised questions especially in the backdrop of the
widening of the current account def*.it beyond the
sustainable level of about 3 per cent. koserve Bank of
India conducted an empirical exercise to analyse the
factors behind such moderation. The study suggested
that institutional factors, such as, policy uncertainty,
are causing the slowdown in FDI inflows to India
despite robustness of macroeconomic variables. A
panel exercise for 10 major EMEs showed that FDI
was significantly influenced by openness, growth
prospects, macroeconomic sustainability, labour cost
and uncertainty in government policy. A comparison of
actual FDI flows to India vis-a-vis the potential level
worked out on the basis of underlying macroeconomic
fundamentals showed that actual FDI which generally
tracked the potential level till 2009-10, fell short of its
potential during 2010-11. Further, segregation of
economic and non-economic factors seemed to suggest
that the divergence between actual and potential during
2010-11 could partly be on account of policy
uncertainty (http://rbidocs.rbi.org.in/
rdocs/PressRelease/PDFs/IEPR 1624FD04 12.pdf).
Conclusion:

It is the intent and objective of the Government of
India to attract and promote foreign direct investment
in order to supplement domestic capital, technology
and skills, for accelerated economic growth

As long as service sector will lead the Indian
Growth story and infrastructure will remain priority of
governments in rule, FDI will not lose its significance.
Needless to explain that if India has to regain its robust
economic growth, increasing FDI inflow in
infrastructure sector is inevitable. Presently, many
projects related to mining in many states of the country
are delayed due to environmental ground, land
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