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A CASE STUDY ON THE WORKING CONDITIONS OF TEACHERS IN SELF FINANCE
COLLEGES AT SARDAR PATEL UNIVERSITY VALLABH VIDYANAGAR

Dr. Mehul Patel
Assistant Professor, C. P. Patel & F. H. Shah Commerce College, Anand

ABSTRACT

Monetary catastrophes which have lower down the quality of higher education hence; institutions have decided
for alternative source of finance. This has given way to introduction of self financing courses in higher
educational institutions. The aim of this study is to aware the working conditions of the teachers in self-
financing courses in colleges under Sardar Patel University. A sample of 250 teachers working in the self-
financing courses was selected purposively and self-structured questionnaire and interview schedule were used
for the study. The findings of the study highlight that although the teachers are highly qualified yet their
appointment is purely temporary in nature. In fact the pay structure is also not satisfactory and the teachers do
not avail any specific benefits. The study also highlight that the teachers have problems like insecurity of job,
pay structure, etc.

Keywords: Higher education, working conditions, self financing courses

1.0 INTRODUCTION

Education is extremely important for the development of a nation. It is the process of instruction aimed at all
round development of youth. Education enables people to contribute to societal development. Education has the
responsibility for transferring human beings into human resources. Education, at the individual level helps in the
process of socialization. At the level of society, it ensures that the traditional wisdom passes from one
generation to the other and the new and modern knowledge is imbibed by the present generation. Higher
education in India has been perceived in context of globalization and privatization in the present society. It acts
as a powerful instrument in making India a knowledge-based society. The expansion of higher education in
India is basically depended upon public finances provided by the government. This has however, resulted in
financial crises which have further lower down the quality of higher education. Henceforth, to deal with
financial crisis in higher education, institutions have opted for alternative source of finance. This has given way
to introduction of self financing courses in higher educational institutions. These courses have also given
opportunities to the students to explore various courses which were left away due to lack of financing by the
governmental machineries.

1.1IMEANING OF SELF FINANCING INSTITUTIONS

According to L.C.Singh and Sudarshan Mishra (2008), self financing institution implies those institutions that
are managed by private funds and private management without an apparent motive of commercialization. A
self-financed college in India is one which does not receive any financial aid from the Central Government or
from the State Government. They also do not get any financial grant from the UGC nor do they get any benefits
from the UGC. Such an institute finances itself through the fees paid by the students who enroll for the courses
and may get private financing from other sources, such as a corporate house. Self-financing programmes are the
programmes which are financed by charging user fees from students. There is almost no government subsidy for
such self financing programmes. The nature of self financing programmes depends on the institutional mode
under which it is delivered.

2.0 SIGNIFICANCE OF THE STUDY

Privatization of higher education has emerged in numerous forms in the recent decades in India such as
privatization, higher education institutions in the form of introducing self-financing courses; converting
government aided private institutions into private self financing institutions and expansion of self-financing
private institutions. The main aim behind launching self-financing courses was to vocationalised higher
education. The policy of the University Grants Commission (UGC) was to equip students through these courses
with some practical knowledge along with the bachelor’s degree. The nature of self-financing course depends
on the institutions and organization under the fold of the management. Colleges slowly and gradually found this
as an opportunity to attract students and raise the financial resources as it was becoming difficult to launch new
courses without the subsidy of the government. In the last few decades sprouting of self financing institutions
and its greater participation also have resulted in creating job opportunity for the teachers. Along with this, it is
every important to create a conducive environment and work climate for the teachers. Thus this paper tried to
make a humble attempt to study the exiting working conditions of teachers in the self financing colleges.
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3.0 LITERATURE REVIEW

There were many studies undertaken which reveal the working conditions of teacher in self sustaining courses
in higher education. Few of them are mentioned below. Das (2012) studies on self financing schemes in post
graduate courses of government sponsored college. The study reflects that the parents and guardians are willing
to spend high fees structure and in fact the fees structure has not become the barrier in availing higher
education. The demand for the self financing courses is also high and has generated job opportunities. Yet the
college has suffered from problems like shortage of books in library, inadequate infrastructure, etc. Shetty and
Guijarathi (2012) found that 78% of faculty members were dissatisfied with their jobs and expressed high level
of professional dissatisfaction. They have expressed their high workloads which have hampered their research
work. The factors that have discourage the professional growth were job insecurity, lack of support, low salary,
and poor relationship with colleagues. Ahluwalia and Preet (2014) found that the most important factor
responsible for job satisfaction among college and university teachers are possibility of growth and
administration followed by salary, hygiene, infrastructure, interpersonal relations in profession and unbiased
administration. Clarke, Kenny, and Loxley (2015) found in the study that apart from science and technology
other subjects don’t get sufficient funding. Yet the teachers engaged in the IT sectors, the high teaching
workload left very little time to engage in research. It also show that excessive workloads and conflicting role
demands have lead to negative work experience. Singh and Singh (2015) studied on quality of work life of
teachers working in higher educational institutions. This study focuses on quality of work life under various
dimensions. The QWL (quality of work life) facilitates the job satisfaction, performance and personnel as well
as institutional effectiveness. Arunkumar and Saminathan (2017) found that heavy workload, long hours of
work, manpower shortage problems are the major causes affecting their physical health. In fact the cause of
stress has also resulted in friction with colleagues, inappropriate task and insufficient skills.

4, STATEMENT OF THE PROBLEM

The present study aims at studying the working conditions of the teacher in self sustaining courses. It also try to
analyses the problems faced by them. Thus the title has been formulated as:- A CASE STUDY ON THE
WORKING CONDITIONS OF TEACHERS IN SELF FINANCE COLLEGES AT SARDAR PATEL
UNIVERSITY VALLABH VIDYANAGAR.

5. OBJECTIVES
The present study has formulated the following research question as

(1) To study the socio economic background of teachers in self financing courses
(2) To study the working conditions of teachers in self financing courses

(3) To study the income pattern of teachers in self financing courses

(4) To study the other benefits available to teachers in self financing courses

(5) To study the problems of teachers in self financing courses

(6) To suggest policy recommendations

6. DESIGN OF THE STUDY

6.1. Methodology: The present study is based on descriptive study method. It is design particularly to obtain
pertinent and precise information concerning the current status of phenomena and whenever possible, to draw
valid general conclusion from the fact discovered. They are restricted not only to facts finding but may often in
the formulation of important principles of knowledge and solution of significant problems concerning local,
state, national and international issues.

6.2. Population and Sample: The population the study under consideration includes the teachers working self
financing courses in the Sardar Patel University. The present study aimed at investigating working condition of
the teachers in self sustaining courses in the undergraduate colleges under Sardar Patel University and so for
this purpose non-probability sampling technique has been used. Further purposive sampling technique is used to
select the sample for the study. A sample of 250 teachers working in the self financing courses was selected
purposively.

6.3. Tools: One self structured questionnaire has been used to collect necessary information on working
condition of teachers in self sustaining courses as well as the problems faced by them.

7.0 ANALYSIS AND INTERPRETATION OF DATA
The resulting data are analyzed objective wise by using appropriate statistical treatment. The results have been
explained below:

2
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Table -1: Working hour and Work load

Working | Percentage Work Percentage
hour/week load(classes) / week

42 38% 36 10%

40 26% 30 42%

36 07% 26 29%

30 21% 24 11%

18 08% 18 08%

The table no 1 shows that 38% of the teachers have the 42 working hour per week while 21% work for 30 hours
and 8% work for 18 hours. In case of workloads (classes) per week 10% have 36 classes per week while 42%

have 30 classes i.e., on average 5 classes.
Table -2: Income pattern

Income structure Income per annum | Percentage
Fixed scale of pay < 2lacs 70%
Consolidated(lump sum) 2-5lacs 28%
Hourly basis 5-10lacs 2%

This table shows that 60% gets their salary in form of fixed scale of pay while 38% receive as consolidated pay.
Infect only 2% of teachers have annual income of 5-10 lacs.

Salary Details
m Fixed scale of pay < 2lacs
= Consolidated(lump sum) 2-Slacs

Hourly basis 5-10lacs

2%

\

Figure-1

Table -3: Leave structure

Type of leave Percentage
Casual 100%
Medical 12%
Duty 28%
Special 10%

Regarding the leave structure, table no 3 shows that all the teachers can avail casual leave. These leaves are 12
days in a year. However, only 12% can avail medical leave and 28%were entitled with duty leaves. However
only 10% of teachers have been entitle with special leave of 15 days.

Leave Information
120%
100%
2 o
z 80% -
W
; 60°%
N3 40%% e=p=mPercentage
20%
0% -
Casual Medical Duty  Special
Leavetype
Figure-2
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Table -4: Various Problems

Problems Percentage
Security of jobs 87%
Payments/salary 72%
Vacation salary 45%

Leave 39%

Table 4 of the study shows that 87% were insecure regarding their job.72% have highlighted that their faced
problems regarding their salary and 45% of the teacher do not get any salary during their vacation. In fact 39%
opines that they face problems in matter of leave.

8.

Problems
100% ¢~
80% gl
60%
40%
20% ~ — - -
0% . :
Security | Payments | Vacation Leave
of jobs 'salary salary
‘ B Percentage 87% 2% 45% 39%
Figure-3

FINDINGS AND DISCUSSIONS

The findings were discussed below

It has been observed that different methods were used for selection of teachers in self financing courses. The
study show that majority of teachers (86%) got selected through walk-in interview process. While 14% were
selected through proper interview process by advertisement given in local and national newspapers followed
by the interviews by the selection committees.

The study reveal that the type of appointment is basically contractual with 65%, 19% of teachers were non
sanction and 16% were of AD-HOC nature. This highlights the fact that the posts of teachers was neither of
permanent nor sanction post. Yet appointment letters were issued to the teacher clearly mentioning the terms
and conditions of the job.

In case of contractual type of teachers, 65% teacher yearly appointment was given but 17% of teachers were
given appointment for either 9 or 10 months. This kind of appointment often de-motivates these teachers and
creates a sense of insecurity of the jobs.

The study shows that 38% of the teachers have the 42 working hour per week while 21% work for 30 hours
and 8% work for 18 hours. In case of workloads (classes) per week 10% have 36 classes per week while
42% have 30 classes i.e., on average 5 classes.

Apart from the teaching duties, the teachers were engaged in various additional duties of the colleges.47% of
teachers were engaged in various committees of the colleges while only 27% were members of co-curricular
activities. These activities include welfare development programme of the college, students welfare
committee, co-curricular committee, website development committee, college magazine and newsletter
committee etc.

As per the pay pattern in self —financing courses, it was observed that majority of the teachers 70% gets their
salary in form of fixed scale of pay while 28% receive as consolidated pay. In fact only 2% of teachers have
annual income of 5-10 lacs.

Regarding the leave structure, table no 3 shows that all the teachers can avail casual leave. These leaves are
12 days in a year. However, only 12% can avail medical leave and 28%were entitled with duty leaves. These
duty leaves were basically used by the teachers to participate and attend seminar/conference/workshop at
different level. However only 10% of teachers have been entitle with special leave of 15 days.
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o With regards to the educational level, it is significant to note that all teachers were highly qualified. All the
teachers have completed their Master degree. Yet 23% of the teachers had qualified NET and only11% had
qualified SET. 8% of teachers had M. Phil and 13% had PhD degree while 24 % teachers were pursuing PhD.

o Regarding the refresher and orientation courses, 3% of teachers have done refresher courses for their career
and academic enhancement. Regarding minor and major research project, only 2% teacher did their minor
research independently while only 1 teacher did a major research sponsored by DBT.

o The problems faced by teachers at their workplace were of different types. Majority of the teachers (91%)
have insecurity regarding their job and service. Apart from these many teachers have issues related to
working condition, absence of medical benefits, pay structure etc.

o The teachers have put forward certain recommendations for enhancement and enrichment of the teachers in
self financing courses. These suggestion included mode of selection through proper interview process, pay
structure based on UGC scale, provident fund for future security, better annual increment etc.

9. CONCLUSION

Indian higher education system has undergone massive expansion since independence. Privatization and
globalization have resulted and encouraged higher education through self-financing courses. Along with the
increase in opportunities, it has become a market of temporary job for highly qualified teachers. The present
study has made a humble attempt to study the working conditions of teachers in self-financing courses.
Although the teachers are highly qualified yet their appointment is purely temporary in nature. In fact the pay
structure is also not satisfactory and the teachers do not avail any specific benefits. The study also highlight that
the teachers have problems like insecurity of job, pay structure, etc. An educational system can adapt to the
changing needs of a changing society. Privatization and self financing course is the need of the hour. A realistic
policy by the policy makers as well as the government can certainly help to protect and enhance the working
conditions of teachers in self-financing courses.
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AN ANALYTICAL STUDY ON SOUND RECEIVABLES MANAGEMENT BY ALL INDIA
REPORTERS AND ITS IMPACT ON PROFITABILITY

Shantanu S. Bose
Assistant Professor, DMIMS, Nagpur

ABSTRACT

Accounts receivable is an accounting transaction which deals with the billing of customer who owes money to a
person, company or organization for goods and services that has been provided to the customers. In most
business entities this is typically done by generating an invoice and mailing or electronically delivering it to the
customer, who in turn must pay it within an established timeframe called credit or payment terms. Receivables
management, also termed as credit management, deals with the formulation of credit policy, in terms of liberal
or restrictive, concerning credit standard and credit period, the discount offered for early payment and the
selection of best credit policy adopted by the organization. This research paper focuses on the receivables
management of All India Reporter Pvt Ltd. Nagpur. The study of this research starts from collection of
secondary data about receivables management and all the aspect which is helpful to know credit sales from the
All India Reporter Pvt Ltd. The study will helps to understand the some important concept like optimum credit
policy ,opportunity cost and also to know that whether factoring will benefited or not. In this study we have
analyzed two aspects one is debtor’s policy and second is factoring and their impact on profitability.

Keywords: Receivables Management, Opportunity Cost, Factoring, Credit policy, Net benifit

INTRODUCTION

When a firm sells its products or services and does not receive cash for it, the firm is said to have granted trade
credit to customers. Trade credit thus creates receivables which the firm is expected to collect in the near
future. There would be cash payment for goods and services by the buyer are made in a future period and
customers from which receivables are collected in future period are called debtors.

Business enterprises today use trade credit as a prominent strategy in the area of marketing and financial
management. Thus, credit is necessary in the growth of the business. Accounts receivables occurs if a company
gets an order from a customer with payment terms agreed upon in advance. In most firms accounts receivables
are executed by generating an invoice which is delivered to the customer, who in turn must pay within the
agreed terms, for instance it can be net-30 meaning payment is due at the end of 30days..

Accounts receivable is an accounting transaction which deals with the billing of customer who owes money to a
person, company or organization for goods and services that has been provided to the customers. In most
business entities this is typically done by generating an invoice and mailing or electronically delivering it to the
customer, who in turn must pay it within an established timeframe called credit or payment terms. Receivables
management, also termed as credit management, deals with the formulation of credit policy, in terms of liberal
or restrictive, concerning credit standard and credit period, the discount offered for early payment and the
selection of best credit policy adopted by the organisation.

Account receivables management policy: To ensure optimal investment in receivables, a firm requires an
appropriate credit policy. Kakuru (2000) define credit policy as a set of policy actions designed to minimize
costs associated with credit while maximizing benefits from it. A firm’s credit policy should maximize the
firm’s value. The firm’s value is maximized when incremental rate of return is equal to incremental costs of
funds used to finance the investment.

Credit policy refers to guidelines that are followed in managing credit in a business. Credit policy includes
credit standards, credit terms and collection procedures. Credit policy is designed to minimize costs associated
with credit while maximizing the benefits from it. This research paper focuses on the receivables management
of All India Reporter Pvt Ltd. Nagpur. The study of this research starts from collection of secondary data about
receivables management and all the aspect which is helpful to know credit sales from the All India Reporter Pvt
Ltd. The study will helps to understand the some important concept like optimum credit policy ,opportunity
cost and also to know that whether factoring will benefited or not. In this study we will analysis two parts one
is debtor’s policy and second is factoring.

OBJECTIVES OF THE STUDY
The basic objectives of the study are:

(i) To determined the present credit policy of the organization.
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(i) To find out the amount of profit forgone (as per the credit policy) by calculating opportunity cost.

(iif) To determine the optimum credit policy, which will maximize the profit and value of the firm

(iv) To find out whether organization will be better of by appointing a special agent for speedy recovery of
credit.

ABOUT ALL INDIA REPORTER

Hundred years ago, The All India Reporter was conceptualized as a law journal reporting cases with its head
notes from all High Courts across India and the Privy Council. Considering the infrastructural facilities
available at Nagpur, it was a herculean task, but our founder Shri. V. V. Chitaley, took upon himself this task
with selfless objective of serving his brethren in the legal fraternity. In those days such a comprehensive journal
covering cases from all across India was not available. A practicing successful lawyer himself, he understood
the needs of the lawyers. His aim was therefore prompt, accurate and reliable reporting at the most affordable
price. All India Reporter, as an organization can take pride with all humility, as being a pioneer in the field of
law publications and for revolutionizing the publication business. Apart from conceiving the first and only Pan-
India Law Reports publication, we have many Firsts to our credit. The AIR Manual series, Digests on various
topics, Exhaustive and most researched Commentaries on various Acts have all been published under the AIR
banner. Apart from editorial excellence, the AIR has always believed in the philosophy of “Optimum
Service At The Most Economical Price”. Though this mantra has now found place in all management practices,
these values were imbibed by the Founder eight decades ago when the organization was operating in a near
monopolistic market. And eight decades later, we are still guided by the gospel preached and practiced by our
Founder. Its living testament is the unbelievable wealth of information which it provides to all its patrons at the
most economical subscription rates in the industry.

From receiving the Judgments from across India to editing them, pre-press activities, printing, post-press
activities and finally dispatching them — all these activities are done under one roof. We command the
readership loyalty of nearly 1 million readers and we dispatch close to 100,000 books per month.

ABOUT THE CREDIT POLICY OF ALL INDIA REPORTER

On the basis of the secondary data we have calculated and analysed the best credit policy out of the several
options available in front of the organisation. At present the organisation is allowing a credit period of 90 days
to its customers. The organisation is contemplating to go either reduce the credit period to 45 days, because with
the present policy the organisation is encountering, chances of bad debts 2%. The organisation has found that if
it reduce the credit period then the chances of bad debts also reduced by 1%. Again saying that with the3
growing competition in the market the is being compelled to adopt a credit period of 120 days. Taking the
following things into consideration the following table shows the calculation about the allowance of credit
period with three options of present policy of 90 days and two proposed policy of 45 and 120 days respectively,
along with other parameters taken into consideration. The following statement shows the evaluation of debtor’s
policy:

Statement showing the evaluation of debtor’s policies (table no: 1)

Particular Present Policy | Proposed policy | Proposed policy
90Days Rs. 45 Days 120 days
A. Expected profit
(a) Credit sales 25.00,000 15,00,000 70,00,0000
(b) Total cost
. 0 .
; l\:/ieil(r;:lble(SO % of credit sales) 20.00.000 12.00,000 56.00,000
279797 272727 272727
Total cost
(c)Bad debt 2272727 1472727 5872727
(for90 days=2%,45days=1%,120days=3%)
(d) Expected profit(a-b-c) 50000 15000 210000
B. Opportunity cost of investments in receivables 177273 12273 917273
¢.Net benefits(A-B) 68182 22001 234909
109092 (9818) 682364

(Source of data: All India Reporter 2017)




International Journal of Research in Management & Social Science
Volume 6, Issue 2 (111): April - June, 2018 ISSN 2322 - 0899

DESCRIPTION AND INTERPRETATION

On the basis of the calculation in statement table no: 1 following interpretation can be drawn

(i) On the basis of the past experience the company has noticed a chances of bad debts of 2% for present
allowance of credit period of 90 days. On the same basis it has been estimated that there is every
possibility of bad debts of 1% for proposed policy of 45 days credit period and 3% for 120 days credit
period.

(ii) Itis also been observed that the amount of credit sales decline from 25 lakhs to 15 lakhs if the credit period
is reduced from 90 days to 45 days and the sales can be increased by Rs. 45,00,000 lakhs if the credit
period increased to 120 days.

(iif) Again at the same time the opportunity cost of investment goes up proportionately, if we increase the credit
period. Infact the opportunity cost is highest in case of credit period of 120 days.

(iv) Inthe end we can interpret that the net benefit is highest i.e. Rs. 6,82,364 in case for credit period of 120
days. In case of 45 days proposed credit period the Net Benefit is in negative i.e. — Rs. 9,818. The table no:
2 shows the calculation of opportunity cost.

Table No -2: (Calculation of opportunity Cost)

Opportunity cost

= total cost of credit sales™ Collection period/380"required rate Of return/100
Present policy= Rs.2272727700-360"12% = R5.68181

Proposed policy | =Rs1472727*45/360712% = Rs.22081

Proposed policy || =R5872727*120/360"12% = Rs. 234909

MANAGEMENT OF RECEIVABLES AND ITS IMPACT ON PROFITABILITY

As per the present credit policy of 90 days, we have noticed that the net benefit is Rs. 1,09,092 whereas the net
benefit in case of 120 days goes up to Rs. 6,82,364. | clearly shows that if the credit period is being increased
then the profit i.e. the net benefit goes up by 525% which is enough to raise ones eye brow. Again on the other
hand the impact on net benefit is negative if the credit period is being reduced to 45 days. But the chances of
bad debts increased from 2% to 3% if the credit period is increased again it may get reduced to 1% if the credit
period reduced from 90 to 45 days. Therefore the management should contemplate to follow the proposed
policy of 120 days since its net benefit is highest.

Secondly the organization is also contemplating for appointing a factor agent for the fast recovery of debts. For
that the organization on the basis of certain criteria and available data has made certain calculation on the basis
of which it can be decided whether to appoint a factor agent or not. The analysis and calculation for appointing
a factor agent and its evaluation has been shown in the table no:3 & table no: 4 respectively.

IF COMPANY APPOINTING FACTOR FOR SPEEDY COLLECTION OF RECEIVABLE THEN
WHAT IMPACT ON PROFITABILITY
Calculation of factoring commission, interest charges and advance granted by factor table no: 3

Particular Rs
A. Average level of receivables(Rs. 25lakhs*90 days/360 days) 625000
B. Less : factoring commission (1% of Rs.625000) 6250
C. Less: factoring reserve (10% of Rs 625000 62500
D. Eligible amount of advance (A-B-C) 556250
E. Less interest charge (Rs 556250 * 15%90 days/360 days) 20859
F. Actual advance granted (D-E)= 535391
Statement Showing the Evaluation of Factoring Arrangement table no: 4
Particulars Rs
A Annual benefits of factoring to the firm
Credit Administration cost avoided 110000
Bad Debts avoided(2% of 25 lakhs) 50000
Total= 160000
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B. Annual cost of Factoring to the Firm
Factoring Commission (1% rs25 lakhs) 25000
Interest Charged By Factors on advance(Rs 20859*360 days/90 days) 83436
Total= 108436
C. Net annual Benefits of factoring to the firm
(A-B)= 51564

INTERPRETATION

As per above evaluation of factoring arrangement if company appointing factor in that case company will
benefited by Rs 51564. At presently company there is no factor agent appointed by the company. After
appointing factor there will be reduction in the credit administration cost and bad debts will also be decreased.
As per above calculation it is evident that company should go for this method which will help the company to
handle the receivab.es in better manner. Secondly the fast recovery of the amount will help in improving the
liquidity aspect of the organization and the organization can invest the amount in some other fruitful venture.
So by looking at the overall picture it is advisable for the organization to appoint a factor agent for its recovery.
On the basis of evaluation of the factoring agreement it can be seen tha the firm will have net benefit of Rs.
51,564. This is the case of 90 days credit policy. Clearly if this policy can be adopted for 120 days credit the net
benefit will go up even much higher than the present one.

FINDINGS AND CONCLUSION

From the finding it can be concluded that All India Reporter Pvt Ltd uses a stringent receivables management
policy. The way receivables are managed profoundly affects profitability. In this research work it has been
emphasized that receivables constitute a significant portion of the firm’s current assets and thus should be
managed properly.

RELATIONSHIP BETWEEN ACCOUNTS RECEIVABLES MANAGEMENT AND PROFITABILITY
It was found out that the relationship between receivables management and profitability was very strong. Thus
the profitability of a firm will vary depending on the receivables management credit policy adopted by the AIR
company. As per above calculation we found out that Proposed policy | for 45 days in which both the sale and
profit i.e. net benefit are less than that of 120 days credit policies.

AS PER THE ABOVE CALCULATION THE FOLLOWING CONCLUSION HAS BEEN DRAWN
Impact on credit sales

As per present company 90 days credit policy the sales is Rs2500000 that will increase up to Rs 7000000 for
120 days credit policy and for 45 days credit policy sales will decrease up to Rs1500000. Bad debts in Il policy
will increased by Rs210000 ,as compare proposed policy | for Rs15000 and for present policy is Rs50000.

RECOMMENDATION & SUGGESTIONS

On the basis of the above descriptions, calculations and interpretations itis suggested that policy makers should
have the interest in promoting efficient management of receivable management to facilitate performance
management. It should therefore be the priority of top management of every firm to manage their trade credits
prudently in order to remain profitable and competitive. Hence managers should know how and what receivable
management structure will influence their performance. At this present set up it is recommended to go for credit
policy of 120 days since it provides maximum net benefit. The organization should go for appoint the factoring
agent for speedy collection of receivables thereby leading to Increase in net profit of the organization.
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ABSTRACT

The RBI and the Government are making several efforts to reduce the use of cash in the economy by promoting
the digital/payment devices including prepaid instruments and cards. Main objectives were to fight counterfeit
money and black money. The Digital India programme is a flagship programme of the Government of India
with a vision to transform India into a digitally empowered society and knowledge economy.
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INTRODUCTION

Economic development across all sectors is among the foremost priorities of the government. This study takes
the various policies and initiatives of the Government in this regard. The RBI and the Government are making
several efforts to reduce the use of cash in the economy by promoting the digital/payment devices including
prepaid instruments and cards. RBI’s effort to encourage these new varieties of payment and settlement
facilities aims to achieve the goal of a ‘less cash’ society. Here, the term less cash society and cashless
transaction economy indicate the same thing of reducing cash transactions and settlement rather doing
transactions digitally.

Cashless transaction economy doesn’t mean shortage of cash rather it indicates a culture of people settling
transactions digitally. In a modern economy, money moves electronically. Hence the spread of digital payment
culture along with the expansion of infrastructure facilities is needed to achieve the goal. On November 8"
government withdrawn Rs 500 and Rs 1000 notes- two highest denominations in circulation. Main objectives
were to fight counterfeit money and black money. The action has given tremendous boost to cashless
transactions as card based and digital payments were not hindered when all high denomination cash transactions
suffered because of absence of high denomination currencies.

OBJECTIVES OF THE STUDY
e To study the various modes of cashless transaction

e To study the benefits of cashless economy
o To study the challenges in making India a cashless economy

CASHLESS INDIA

The Digital India programme is a flagship programme of the Government of India with a vision to transform
India into a digitally empowered society and knowledge economy. “Faceless, Paperless, Cashless” is one of
professed role of Digital India. As part of promoting cashless transactions and converting India into less-cash
society, various modes of digital payments are available.

These mode are

= L:

Banking Cards ussD AEPS UPI Mobile Wallets

= = LN (B:

Banks Pre-paid Cards Point of Sale Internet Banking Mobile Banking Micro ATMs

Source: http://cashlessindia.gov.in/digital_payment_methods.html

BENEFITS OF CASHLESS ECONOMY

Convenience

The ease of conducting financial transactions is probably the biggest motivator to go digital. You will no longer
need to carry wads of cash, plastic cards, or even queue up for ATM withdrawals. It’s also a safer and easier
spending option when you are travelling.
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An increased use of credit cards instead of cash would primarily enable a more detailed record of all the
transactions which take place in the society, allowing more transparency in business operations and money
transfers.

Go digital, get discounts
Service tax: Waiver of service tax of 15% on digital transactions up to “2,000.

Fuel: 0.75% discount on digital purchase of fuel through credit/debit cards, e-wallets or mobile wallets.

Rail tickets: 0.5% discount on monthly and seasonal suburban railway tickets from 1 January 2017. Online rail
ticket buyers get up to 10 lakh free accident insurance too.

Rail catering: 5% discount on digital payments for railway catering, accommodation, retiring rooms, etc.
Highway toll: 10% discount on NH toll payment via RFID or fast-tags in 2016-17.

Insurance: 10% discount by government general insurers on premium paid online via their portals. 8% discount
on new LIC policies bought online via its site.

POS: Rs 100 a month is the maximum rent that PSU banks can charge for PoS terminals.
Rupay: Kisan credit card holders to get RuPay Kisan cards.

CHALLENGES IN MAKING INDIA A CASHLESS ECONOMY
¢ Availability of internet connection and financial literacy.

e Though bank accounts have been opened through Jan Dhan Yojana, most of them are lying un operational.
Unless people start operating bank accounts cashless economy is not possible.

o There is also vested interest in not moving towards cashless economy.

¢ India is dominated by small retailers. They don’t have enough resources to invest in electronic payment
infrastructure.

e The perception of consumers also sometimes acts a barrier. The benefit of cashless transactions is not
evident to even those who have credit cards. Cash, on the other hand, is perceived to be the fastest way of
transacting for 82% of credit card users. It is universally believed that having cash helps you negotiate better.

e Most card and cash users fear that they will be charged more if they use cards. Further, non-users of credit
cards are not aware of the benefits of credit cards.

¢ Indian banks are making it difficult for digital wallets issued by private sector companies to be used on the
respective bank websites. It could be restrictions on using bank accounts to refill digital wallets or a lack of
access to payment gateways. Regulators will have to take a tough stand against such rent-seeking behavior
by the banks.

CASHLESS PAYMENT SYSTEM

As the banking system evolved, it became easier, safe and even remunerative to keep one’s money in a bank
account and it became still easier and safe to use “transfer of money in bank accounts* for making payments for
the economic transactions. This was more so for large value transactions. Actually, it is now used equally for
effecting low value transactions also. For effecting this transfer of money in bank accounts, a payment
instrument was needed to instruct the bank to effect that transfer. This instrument was the cheque for a very
long period. Thus a system consisting of the cheque as the payment instruments and an infrastructure around the
cheques consisting of the drawee bank, the drawer bank and the cheque clearing houses came on the scene and
were known as the payment systems.

CONCLUSION

All the online market basically depends on cashless transaction system. The cashless transition is not only safer
than the cash transaction but is less time consuming and not a trouble of carrying and trouble of wear and tear
like paper money. According to behavioral finance theorists, the pain of parting with money is felt more acutely
if you use physical cash instead of a card. With the developments in the information and communication
technology, world over, different kinds of payment instruments and innovations in the instruments and the
payment systems evolved.
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ABSTRACT

Green economy — sustainable economic development through promotion of environmental protection side-by-
side with economic activities — is one of the ultimate aims of policy makers the world over. In fact, these two
goals (viz. economic development and environmental protection) are both intertwined in the concept of
sustainable development (SD). While SD is the way to the end, the end is Green Economy. Because of the
mutually conflicting nature of these two goals strategies for SD often demand large outlays and are less
affordable. Besides, strategies towards SD are generally more problematic and less practically feasible,
especially in developing countries like India which are starving for resources. In the above situation
‘Ecotourism’ assumes significance as an affordable and more practically feasible development model that is
particularly relevant for developing nations like India. This paper seeks to examine the environmental impact of
ecotourism, whether it can contribute towards employment creation and poverty reduction, its potential for
socio-economic development of the local community and such other allied aspects. This empirical study is done
with reference to a popular ecotourism destination named ‘Thommankuthu’ near Thodupuzha in Idukky District
of Kerala. It is noted that there are obvious positive effects because of ecotourism in spite a few adverse
impacts, and hence ecotourism need to be promoted. Accordingly, based on the findings of the study,
suggestions for effective development of ecotourism for sustainable economic development are given.

Keywords: Tourism, Sustainable Development, Ecotourism, Rural Development.

INTRODUCTION

It is widely recognised that tourism is an industry with immense potential for employment generation and
economic development. Hence tourism is promoted aggressively particularly by the nations developing nations
like India. Globally, tourism is ranked second highest in terms of income generation, next to the oil industry.
World over, tourism has transformed considerably from its earlier motivation i.e. religion and business to being
a part of one’s life style, even within research of classes other than aristocracy. Tourism is one of the world
largest and most rapidly growing industries. Increased leisure and higher purchasing power have combined to
enable more people take into tourism. Every country has a decisive role to play in tourism and tourism industry
is projected as very valuable particularly for the development of international transport and communication. Of
late, tourism industry is receiving good attention as a foreign exchange earner and in most parts of the world it
is promoted primarily for the purpose of earning of foreign exchange. The disbursal of tourist expenditure on
accommodation, food, transport, recreation and so on has a linkage effect leading to the overall development of
a country. The percentage of receipts from international tourists in relation to gross national product is an
indicator of the importance of tourism.

LITERATURE REVIEW AND RESEARCH GAP

The industry report by World Economic Forum (WEF) (2015) [28] ‘The Travel and Tourism Competitiveness
Report’ has done a detailed study of the competiveness of various countries of the world, in the travel and
tourism front. Competitiveness of nations at the regional and global levels based a number of well-defined
parameters is dealt in the WEF report. As per WEF report, the global competiveness of Indian tourism is only
52 as against 17 in respect of China. This indicates a huge performance gap between the two comparable (and
neighbouring) nations of the developing world. At the regional (Asia Pacific region) level too, there is a huge
gap in the competitiveness, as India is in the 12" position whereas China is ranked in the 6™ position. WTTC
(2015) [31] in its latest report, ‘Economic Impact of Travel & Tourism 2015 — Annual Update’ has made an
elaborate account of the relative performance of various countries of the world in the tourism front, including
region-wise performance and future projections. WTTC has reported that South Asia, led by India and the
Middle East, are globally the fastest growing regions in terms of the total contribution of Travel and Tourism to
GDP. Accordingly, India is one among the bigger, fast growth markets along with China, Indonesia, South
Korea and Turkey. Besides, WTTC has reported that South Asia will be the fastest growing sub-region for total
Travel & Tourism GDP long-run growth to 2025 (7.0 percent) as India outpaces China. Empirical studies on
ecotourism in the Indian context, particularly in the context of Kerala state in the Indian union are rather rare.
Some relevant studies are briefly discussed here. Kumar, Yathish (2007) [11] has noted that the aim of tourism
is to improve the quality of life of people, provide good experience to the tourists, and maintain the
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environmental quality which is vital for both the tourists and the local populace. A macro level study done in
the Kerala context by Manoj P K (2008) [15], “Sustainable Tourism in India: A Study from a Global Perspective
with Focus on Tourism Prospects of Kerala’ points out the vast growth prospects of sustainable tourism in
Kerala from a global perspective. The author has suggested some strategies for the faster growth of sustainable
tourism with special reference to the Kerala state in India. In another Kerala-based study, Oommen M. A.
(2008) [23] warned about the danger of overlooking the environmental sustainability in development activities
in the state. While referring to the growing environmental issues in Kerala from the perspective of the state’s
economic development model viz. ‘Kerala model of development’ the author has pointed out in detail the
environmental and ecological issues that the state faces at present; the current scenario being critically referred
to as one of ‘Ecological Overkill” in his paper. The day by day worsening situation of the natural environment
in Kerala and its adverse impact on the long term sustainability of tourism has been noted by many researchers,
pointing out the need for environment-friendly (nature-friendly) tourism models like ecotourism and its variants
like rural tourism, responsible tourism etc. Notably, the macro level study by Manoj P K (2009) [16],
‘Environment Friendly Tourism for Sustainable Economic Development in India’, for instance, underscores the
cardinal significance of tourism in India for its rapid economic development; and at the same time point out the
need for promoting environment-friendly (and hence sustainable) tourism models. The author, thus, makes a
few strategies for development of environment-friendly tourism in India. In his book on ‘Ecotourism
Development Management’, Singh, Sarvjeet (2009) [25] has stated that ecotourism is entirely a new approach in
tourism and it provides opportunities for visitors to experience powerful displays of nature and culture and to
learn about the importance of biodiversity, conservation and local cultures. It focuses on volunteering, personal
growth and finding innovative means to live on the earth. It involves travels towards locations wherein flora,
fauna, cultural heritage etc. are the main attractions. It encourages the active participation by the local
population in the conservation and education dimensions of tourism development process.

In a research article by Manoj P K (2010) [17], ‘Tourism in Kerala: A Study of the Imperatives and
Impediments with Focus on Ecotourism’, the tourism sector in Kerala state in India is analysed in detail using
the SWOT model. Accordingly, strategies are suggested for the faster and sustainable development of tourism
in Kerala. Sudheer, B (2015) [26] in his research report submitted to University Grants Commission (UGC),
New Delhi titled ‘Economic and Cultural Impact of Responsible Tourism Initiative in Kerala — A Case Study of
Kumarakom Panchayath’ has highlighted the need for alternative and innovative practices like Responsible
Tourism (RT) to minimise the negative effects of tourism on environment and to make it sustainable in the
long-term. With respect to RT at Kumarakom in Kerala, the positive effects like employment to the local
people, empowerment of women through RT-related activities (like, providing vegetables, fish, meat etc. often
procured locally), positive linkage effects on the locality (like, earnings arising from the purchases made by
tourists) etc. have been pointed out. An empirical study by Manoj P K (2015) (a) [18], ‘Prospects of Ecotourism
in Kerala: Evidence from Kumarakam in Kottayam District’ focuses on ecotourism in Kerala and based on the
findings of his study makes some suggestions for sustainable ecotourism development in the state. Another
empirical study by Manoj P. K (2015) (b) [19], ‘Employment Generation from Rural Tourism: A Field Study of
the Local Community at Kumbalangi, Kerala’ is based on the feedback obtained from the local community
about their perceptions on the employment prospects of rural tourism, their expectations about the required
Governmental interventions etc. The high prospects of employment generation and economic development on
the one hand, and the need for enhanced tourism infrastructure, primarily through Government initiatives on the
other hand are noted. Another study by the same author, Manoj P K (2016) [20], “Impact of Rural Tourism on
the Environment and Society: Evidence from Kumbalangi in Kerala, India” in International Journal of Advance
Research in Computer Science and Management Studies (IJACSMS) has pointed out the obvious positive
effects of rural tourism but warned about the urgent need to preserve the environmental purity through
managing the inflow of tourism, controlling the use of non-degradable wastes like plastics, better thrust on
maintaining the cleanliness etc. In a more recent study by Manoj P K (2017) [21], “Segmentation Strategy for
Promotion of Ecotourism Products: Evidence from Thenmala Ecotourism” in South Asian Journal of Socio-
Political Studies (SAJOSPS), as a continuation of his earlier studies the author has studied whether the socio-
economic factors influence the decisions of the tourists and accordingly suggested the strategy for segmentation
of the tourists visiting that location.

Though there are many studies on ecotourism (and its variants) done in the Indian context, including a few
studies in the context of Kerala state, studies on ‘“Thommankuthu’ ecotourism destination are virtually nil, in
spite of its growing importance. So, this study focuses on Thommankuthu Ecotourism project, and its rural
development potential.
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RELEVANCE AND SIGNIFICANCE OF THE STUDY

The concept of inclusive growth is great relevance today, especially for the developing countries like India. This
concept replaced the theoretical culmination of classical economists in the formulation of the developmental
policy. Inclusive growth was the major concern of the Indian policy makers from the 11™ Plan. Since then it is
included in almost all the national policy frameworks. This idea stresses on the socio-economic inclusion of the
backward class weaker sections and lower strata of the people by ensuring their active and productive
participation in the development activities. The current development philosophy emphasizes the importance of
participation and it is underpinned by ecotourism. Ecotourism ensures the local participation and sustainable
local development according to the inclusive growth guidelines by taking less development efforts. Worldwide,
the vast development potential of tourism is well recognized, particularly that of sustainable tourism models like
ecotourism. Ecotourism helps to bring about faster economic development and that too in an ‘Inclusive’
(balanced and equitable) manner. Studies on ecotourism are rare in the context of Kerala; particularly with
reference to destinations like Thommankuthu. So, Thommankuthu is the area chosen for this study, it being a
sufficiently populated locality with the local community in involved in tourism; who are all rural people, with a
substantial share of tribal communities.

OBJECTIVES
1. To study the potential of ecotourism to promote the economic development of the rural people with
reference to Thommankuthu Ecotourism Project in Idukky District, Kerala.

2. To study the socio-economic status of the rural people associated with Thommankuthu Ecotourism Project
and changes thereof, if any, because of the ecotourism initiatives.

3. To assess the impact of Thommankuthu Ecotourism Project on the rural labour market.

METHODOLOGY

The study is designed as a descriptive-analytical one as it seeks to shed light on the inclusive economic
development by way of ecotourism with reference to Thommankuthu Ecotourism Project in Idukky District of
Kerala. The required data are collected from both primary and secondary sources. The primary data are obtained
from a sample of 100 households using a well-designed, pre-tested Questionnaire. Secondary data are collected
from research journals, reports, books and Government publications and so on. For data analysis and
interpretation, popular statistical tools are used. For this study, the universe is the rural households settled near
the Thommankuth Ecotourism Project. As their population is not exactly known, Snowball Sampling is used for
data collection from these rural 100 households in that area.

THOMMANKUTHU ECOTOURISM PROJECT

Thummankuthu got this name after Thomban, a tribal leader. The natural scenery of waterfalls and the pristine
surroundings attract hordes of tourists. Majority of these tourists come from the nearby towns and cities
especially from Kochi. Thommankuthu Ecotourism Project was opened for visitors on 27.11.2005. This
Ecotourism Project is a day-tourism destination operated by the Thommankuthu Vana Samrakshana Samithy
(VSS) under the aegis of the Forest Department, Government of Kerala. Thommankuthu is located in Idukki
district. The place is merely 20 km from Thodupuzha, KSRTC Bus Station, 74 km from Kochi, and 70 km away
from Aluva Railway Station. It is a land of caves and waterfalls. It comprises of about 85.5 Hector forest area
under the control of the Forest Department and Thommankuthu VSS. In 2005 Thommankuth Ecotourism
Project was officially registered under the Forest Department. It is in the 13" position among the ecotourism
projects in Kerala. Thommankuthu is a series of 12 waterfalls spread over a distance of 5 km in the river
‘Kannadi’ in Thodupuzha Reserve Forest, which is in the jurisdiction of the Kaliyar Range in Kothamangalam
Division. The falls in seven steps are surrounded by a number of mysterious caves. At each step, there is a
cascade and a pool beneath, because of these reasons it is also known as ‘Ezhunilakuthu’. The seven-step falls
are surrounded by a number of mysterious stories. A popular one is that Thommankuthu is named after
Thomban, a tribal leader who was washed away near the waterfall while crossing the river. The distance
between the first and the seventh fall is about 500 m. People migrated to Thommankuthu only after the 1950s.
They exploited the forest resources very intensively and engaged in sand mining from the river ‘Kannadi’ for
their livelihood. So, the rate of deforestation was very high at that time. Due to these reasons and lack of basic
infrastructure, the place witnessed continuous reduction in the number of tourists. Almost all these problems
were solved after the formation of VSS — an organization of local people officially registered under the Forest
Department in 2003. The members consist of 170 families, living around the 2 km of the spot. The main aim of
VSS is to protect forest and forest resources. It conducts General Body meeting in each year to elect the
members for the Executive Committee (EC), the committee consists 9 members including the President,
Secretary and other executive members. The Secretary of the VSS is nominated and appointed by the Forest
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Department and must be an official of the Forest Department itself. Other members are elected in the General
Body. The Forest department recommends that at least 3 members in the EC be women.

The EC holds its meetings every month for studying the performance and deciding on new ideas for improving
the quality of the ecotourism project. There are 40 Guides appointed by the VSS for facilitating necessary
services for tourists. Besides, 20 workers are appointed for constructing fire belt to prevent forest fire, build
structures for the comfort and entertainment of tourists and for afforestation activities. All of these appointments
were done from members of VSS for ensuring the local participation. The activities of VSS help to increase we-
feeling among local people and change their exploiting attitude towards forest and forest resources.

ANALYSIS AND DISCUSSION

As noted earlier, the primary data are collected from a sample of 100 households from the study area. The age
profile of the respondents is given in Table I. It is noted that 37 percent of the respondents belong to the age
group of 46 to 55 years while 34 percent of them belong to the group, 36 to 45 years. The rest, 29 percent of the
respondents belong to the age group of 25 to 35 years. (Table I).

Table -1: Age Profile of the Respondents
Age No. of respondents | Percentage

251035 29 29

36 to 45 34 34

46 t055 37 37
Total 100 100

Source: Field Survey

Table 11 shows the distribution of respondents according to their sex. It may be noted that 62 percent of the
respondents are males and 38 percent of the respondents are females

Table -11: Gender-wise Distribution of Respondents

Sex No. of respondents | Percentage
Male 62 62
Female 38 38
Total 100 100
Source: Field Survey
Table -111: Educational Profile of the Respondents
Educational status. | No. of respondents | Percentage
Pre-matriculation 56 56
Matriculation 17 17
Post-matriculation 27 27
Total 100 100

Source: Field Survey

Table 111 shows the distribution of respondents according to their educational status. It is noted that 56 percent
of them have only Pre-matriculation education while 27 percent of them have Post-Matriculation education and
the rest 17 percent are have Matriculation only.

Table -1V: Distribution of respondents on the bases of membership in VSS

Membership No. of respondents Percentage
Members 92 92
Non members 8 8
total 100 100

Source: Field Survey

Table IV shows the distribution of respondents according to their membership. It is seen that 92 percent of the
respondents are members and 8 percent of respondents are not.
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Table -V: Distribution based on the Major Sources of Income

Source of income | No. of respondents | Percentage
Ecotourism 54 54
Self-employment 17 17
labor 23 23
Property 6 06
total 100 100

Source: Field Survey

Table V shows the distribution of respondents based on their major sources of income. It is seen that 54 percent
of them earn their major income from ecotourism and the rest 46 percent of them depend on sources other than

ecotourism.

Table -VI: Distribution based on the Average Monthly Income

Income (in Rs per Month) | No. of respondents | Percentage
1000 to 5000 86 86
5000 to 10000 11 11
More than 10000 03 03
Total 100 100

Source: Field Survey

Table VI shows the distribution of respondents based on their average monthly income. We can clearly
understand that86 percent of the respondents earn 1000 to 2000 rupees per month and onlyl4 percent of the
respondents earn above Rs. 5000 per month.

Table -VII: Distribution based on the Seasonal Changes in the Income

Seasonal variations in income | No. of respondents | Percentage
Yes 42 42
No 58 58
Total 100 100

Source: Field Survey

Table VII shows the for 58 percent of the respondents, their incomes are not influenced by the seasonal fluctuations.
The rest 42 percent of them have their incomes influenced by (varying with) the changes in seasons. The distribution
of respondents based on their role in the family shows that 68 percent of respondents are the breadwinners of their

families and remaining 32 percent of samples are supporters of the main stay of the family.
Table - VIII: Distribution of respondents based on their Previous Occupation

Particulars No Percentage
Agriculture and allied activities 42 42
Coolie 23 23
Unemployed 26 26
Others 9 9
Total 100 100

Source: Field Survey

Table VIII shows the distribution of respondents according to their previous occupation. It is noted that 42
percent of total samples are depending on agriculture and allied activities, 26 percent of respondents were
unemployed and 23 percent are coolies and remaining 9 percent spread on other kinds of jobs.

DISTRIBUTION OF THE RESPONDENTS BASED ON THE NATURE OF EMPLOYMENT

Sixty respondents are the direct employees of the ecotourism project, appointed by VSS and they earn a fixed
salary that is not influenced by the season or any other fluctuations. These are permanent employment
opportunities. The rest 40 respondents are not official employees of this project. Their employments represent
spill over effects and are subject to seasonality.

Table -1X: Distribution of Respondents based on the Programmes Participated

Programmes No : of respondents
Training programmes 48
Awareness programmes 92
Not participated 08

Source: Field Survey
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Table IX shows the distribution of respondents based on the programme participated by them. In fact, 92
respondents got awareness programmes from this project, 48 got training programmes and 8 respondents did not
get any benefit from these programmes.

Table -X: Distribution of Respondents based on Saving Habits and Loans Availed.
Savings and Loans | Yes No
Savings 86 14
Loans 63 37
Source: Field Survey

Table X gives the distribution of respondents according to their saving habit and loan. It can be seen from the
table that 86 percent of the respondents have habit of saving and 63 percent of samples take loans.

Table -XI: Distribution of Respondents based on Avenues of their Savings

Avenues of Savings No: of respondents
Bank deposits 36
Chit funds 50
NHGs 30
Post office 18
Others 25

Source: Field Survey

The above table shows the distribution of respondents according to their saving avenues. Majority of the
respondents prefer multi modes of saving avenues. 50 samples prefer the chit funds . Post Office saving is the
least interested saving avenues that is only 18.

Table -XI1: Distribution of Respondents based on the Purposes of Loans Availed

Purpose of Loan No: of respondents | Percentage
Agriculture 24 38.00
Self-employment 12 19.00
Construction and maintenance of house 16 25.50
Others 11 17.50
Total 63 100.00

Source: Field survey

Table XI1 shows the distribution of respondents according to the purpose of their loans. Around 57 percent of
total respondents are taken loans for productive purposes and rest of them (43 percent) have availed the loans
for unproductive or other purposes.

Table -XI11: Distribution based on Improvement in the Standard of Living Indices

Indices Number of respondents
Income 87
Skill 48
Infrastructures 100
Others 27

Source: Field survey

Table XI1I shows the distribution of respondents based on improvement in their standard of living due to the
upgradation of above-mentioned indices through this project. All the 100 respondents have agreed that
infrastructure facilities improved a lot, and so also their standard of living. Of them, 87 have admitted
ecotourism positively influences their income. While 48 of them feel the need for upgrading their skills, 27 of
them can cope with others.

Table -X1V: Tourist arrivals

Month No. of tourists Percentage
January 2858 6.07
February 2310 4,91
March 3104 6.60
April 3244 6.89
May 3267 6.94
June 6198 13.17
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July 6609 14.05
August 4998 10.62
September 3789 8.05
October 3876 8.24
November 3300 7.01
December 3476 7.39

total 47029 100.00

Source: Official records of Thommankuthu VSS

Table X1V shows the number of tourist arrivals. As per the records, the number of tourist arrivals is increasing
year by year. From the above table we can understand that, in the month of June and July are the season which
is recorded the highest arrivals.

Table -XV: Grants Allotted to Thommankutthu Ecotourism Project

Particulars FY 2011 FY 2012 FY 2013 FY 2014 FY 2015
Govt. grant 59500 59500 59500 59500 59500
Forest Dept. grant 30000 21700 273250 140000 870000
Total 89500 81200 332750 199500 929500
Expenditure 40000 36700 288250 155000 885000
Balance 49500 44500 44500 44500 44500

Source: Official records of Thommankuthu VSS

Table XV shows that grants provided by various government departments and the  Forest Department. Forest
Department transferred grants in accordance with the rising needs of the spot. In the last financial year (2016),
the project received a sum of Rs. 929500 as grant, from this grant they spent Rs. 885000 and remaining Rs.
44500 was deposited in the account of VSS. These grants used for the afforestation and other developmental
activities in the ecotourism spot. The balance is usually used to meet the short term requirements like providing
small financial assistances to the VSS members during the times of emergency.

SOURCES OF REVENUE FOR THOMMANKUTHU ECOTOURISM PROJECT

There are primarily two sources of revenue for Thommenkuthu ecotourism project. The first source is the fee
collected from the tourists for visiting the project area and eco-shop. Often, Rs 20 is collected from each tourist
as the entrance fee. In addition to the entrance fee, the VSS and the Forest Department raise revenue by running
shops for selling the forest produce (honey, medicinal plants etc.) which in turn are collected by tribal people.

Table -XVI: Ongoing Projects at Thommankuthu Ecotourism Spot

Ongoing projects Estimate (in Lakhs)
Toilets 06.26
Tree huts 03.74
Eco-gullies 02.50
Total 12.50

Source: Official records of Thommankuthu VSS

Table -XVII: Future Projects at Thommankuthu Ecotourism Spot

Future projects Estimate (in Crore)
Cope walk 03.00
Parking area 02.50
Flooring the path 01.75
Night camping facilities 02.70
Total 09.32

Source: Official records of VSS

Thommankuthu ecotourism spot is still in its developing phase. The forest department and VSS take effort to
furnishing the spot for attracting more tourists.Tables XVI and XVII show the ongoing and future projects at
Thommankuthu ecotourism destination. (VSS estimates the projects to materialise in 7 years hence). Table XVI
depicts the idea regarding the ongoing projects. At present, there are three active ongoing projects; they are
Toilets, The Tree Huts and The Eco-gullies.As per the estimation 6.26 lakhs, 3.74 lakhs and 2.50 lakhs
respectively for each work. Table XVII shows that Rs. 3 Cr. will be spent for the cope walk, Rs. 2.50 Cr. will be
spent for constructing the parking area, Rs.1.75 cr. will be spent for flooring the path of the eco tourist spot and
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2.7 Cr will be spent for setting night camping facilities. In short, there will be substantial increase in the
infrastructure facilities at this ecotourism destination in the days to come, as a result of the above investments.

CHALLENGES OF THOMMANKUTHU ECOTOURISM PROJECT

The major challenges faced by the ecotourism project can be classified into two. They are, natural challenges
and managerial challenges. Natural Challenges include the following three: (i) Gambling of monsoon; the
main attraction of the Thommankuthu eco-tourism project is the water fall in Kannadi River. Like agriculture,
the water falls in the spot depend on the monsoon; (ii) Distance from other tourist spot; Distance from other
tourism spots is other problem faced by the ecotourism project; (iii) Carrying capacity; Carrying capacity is
very less in Thommankuthu compared to the other eco tourist destinations in Kerala. Since the spot consists of
only waterfalls, many of the visitors are not ready to spend their leisure time with this single attraction.
Managerial challenges include the managerial inefficiency in the form of lack of organized planning, shortage
of trained officers and managers, less advertisements, lack of parking and other infrastructural facilities, and
SO on.

IMPACT OF THOMMANKUTHU ECOTOURISM PROJECT ON THE LOCAL LABOUR MARKET
As high as 54 percent of respondents agree that ecotourism is their major source of income. As high as 86
percent of respondents earn Rs. 1000 to Rs. 5000 as average monthly income. Almost all of them are more or
less aware of their average monthly income. Income of 58 respondents are not influences by seasonal variations.
VSS has reserved 50 percent direct employment for women and takes care of the interests of the women, and
accordingly VSS promotes women empowerment. Significant number partly or fully unproductive labor forces
have been transferred into productive and organized employment opportunities because of Thommankuthu
ecotourism project. As high as 92 percent of the sample under study are beneficiaries of the awareness
programmes while 48 percent got special training. This shows a transfer of human resource into human capital.
Most of them are engaged in savings of their earnings in different avenues. Besides, majority of them have
availed loans also for various productive purposes, like, income generating activities related to tourism.

SUMMARY OF MAJOR FINDINGS AND SUGGESTIONS

It is noted that as high as 92 percent of respondents are the members of VSS. So, it has high local participation.
There is obvious positive impact on the local labour market because of this project as already noted earlier.
Almost all the respondents have reported to have experienced improvement in their standard of living due to the
increase in income, skills, infrastructure facilities etc. because of this project. Officials concerned are planning
and implementing programmes for the development of this project. This project can attain better and faster
development, by solving the managerial inefficiencies associated with it. The other major suggestions are as
follows:

» Exploiting the opportunities of adventure tourism and night tourism in this major ecotourism destination;

» Keeping records in a more systematic manner so that more efficient monitoring of the project would be
possible from time to time;

» Providing additional powers to VSS for better planning, monitoring and control of this project, and
» Using the potentials of the social media for advertising and more effectively promoting this tourism spot.

CONCLUDING REMARKS

It is widely accepted that the host population should receive economic benefits of ecotourism. Without the
financial returns, they will have no incentive to positively look at the intrusion of tourists and will not have the
interest to protect the environment upon which tourism depends. Ecotourism service is often provided in
earmarked or designated protected areas or national parks which may have been imposed upon the indigenous
population and if they can see no benefit from its existence, they may have little incentive to adhere to the
environmental regulations of the common pool. So the local participation is the most important feature of
ecotourism projects. The magnitude of the poverty of our country clearly shows that a major portion of the poor
people living in village areas. Improvement in the standard of living is essential for realizing the concept of
inclusive growth. It can be possible through the establishment of ecotourism projects, like Thommankuthu
Ecotourism Project. This is a small ecotourism destination with limited carrying capacity. But, it provides a lot
of productive employment opportunities to the locals. It brings infrastructural developments and enhances the
overall development of the area. This ecotourism project is a role model for other underdeveloped villages
which are blessed with natural beauty. This project can uplift the economy and the well-being of the local
people without hurting their tradition, culture, and ecology.
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ABSTRACT

The study aims to evaluate the present situation and identify major problems in managing e-waste in major
Indian cities on the basis of published information. E-waste handling practices of major cities of India are
identified and documented by reviewing existing literature, reports of various agencies and news articles to
identify the initiatives in e-waste management. The paper reviews the status of e-waste management in major
cities of India. Majority of e-waste is finding its way into the landfill. The study covers three metropolitan cities
in India: Bangalore, New Delhi and Mumbai. There is a dire need to carry out more such studies to arrive at
better options for managing e-waste.

Keywords: E-waste, E-waste disposal, E-waste management, India, Informal Recycling

INTRODUCTION

With the spectacular advances in Information Technology and the adaption of changing lifestyle, electronic
devices have become an indispensable part of human life. Mobiles, television sets, laptops, washing machines,
photocopiers and other electronic gadgets are rapidly becoming obsolete due to our thirst for new devices
(Mundada et al., 2004). The quantity of e-waste being generated is growing at an alarming rate with the increase
in production and consumption rates of electrical and electronic products (Needhidasan et al., 2014). E-waste is
defined as ““a term used to cover items of all types of electrical and electronic equipment (EEE) and its parts
that have been discarded by the owner as waste without the intention of re-use”(StEP, 2014). E-waste
management is getting increasing interest not only from the government officials but also from the practitioners,
researchers and public (Niu and Li, 2007). E-waste is packed with harmful metals and hazardous chemicals
such as beryllium, cadmium, mercury, lead etc. that deteriorate the environment and also pose threat to human
health (Pinto, 2008). The presence of valuable metals in e-waste like platinum, gold, beryllium, silver, gallium,
and many others makes the recycling of e-waste a lucrative business. The precious metals and the materials like
magnets, plastic, etc. extracted from e-waste can be further reused in the manufacture of electronic goods.

A study revealed that India generates about 18.5 lakh Metric Tonnes (MT) of e-waste annually with Mumbai
leading the list of metro cities followed by Delhi and Bangalore on rank second and third respectively
(Assocham-Frost & Sullivan Study, 2016). The table 1 below presents e-waste generated annually by top 8
Indian Cities.

Table -1: Top Indian cities generating e-waste

City E-waste generated in a year (in metric tonnes) | Percentage (%0)
Mumbai 1,20,000 22.81
Delhi (NCR) 98,000 18.63
Bangalore 92,000 17.49
Chennai 67,000 12.74
Kolkata 55,000 10.46
Ahmedabad 36,000 6.84
Hyderabad 32,000 6.08
Pune 26,000 4,94
Total 5,26,000 100

Source: Adapted from ASSOCHAM-Frost & Sullivan study, 2016

India is infamous for its participation in primitive e-waste management practices pertaining to improper
handling, disposal and recycling of end-of-life electrical and electronic equipment. Only 3% of the total e-waste
generated is handled by the authorized e-waste recycling facilities in the country and the remaining is routed to
informal recycling yards in major Indian cities like Mumbai, Delhi, Bangalore and Hyderabad (Begum, 2013).
Most of the businesses hand over their discarded electronic equipment to informal recyclers for quick money
without realizing its perilous effects on the human health and environment.

In the present study, an attempt has been made to document existing practices of E-waste management and to
identify improved practices based on E-waste collection, flow and recycling system in major cities of India.
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OBJECTIVES OF THE STUDY

The study aims to examine the present scenario of E-waste management practices in India with special
reference to the major E-waste generating cities of India. It attempts to highlight the major problems being
faced by the existing e-waste management system on the basis of published information and suggest suitable
measures for better management of the e- waste generated.

STUDY AREA & METHODOLOGY

The study area includes three metropolitan cities of India: Mumbai, Delhi and Bangalore. These cities are
identified for the study considering the quantity of e-waste generated by them. The current practices regarding
e-waste disposal, processing and handling of major cities of India are identified and documented by reviewing
available publications, news articles, reports of various agencies etc. Reference list of included studies were also
assessed. Broad search terms like e-waste in India or Electronic waste in India or e-waste Bangalore or e-waste
Mumbai or e-waste Delhi etc. were used so that publications concerning selected cities were not overlooked.
Some studies were excluded owing to not meeting the objectives of the study.

E-WASTE MANAGEMENT: A CASE OF MUMBAI

Mumbai is the largest generator of e-waste in India, followed by Delhi and Bangalore. The city is estimated to
generate 1,20,000 tonnes of e-waste annually (Assocham-Frost & Sullivan Study, 2016). MMR (Mumbai
Metropolitan Region) acts as a hub for supply of e-waste to Delhi and other parts of India. Citizens, corporate
and government houses sell their e-waste to the local scrap dealers for a good. Illegal scrap dealers employ open
burning to recover copper from computer wires and chemically stripping of gold-plated components. Workers
in scrap shops at Saki Naka or Dharavi dismantle keyboards, computers to remove chips from circuit boards.
Studies reveal that easy and common method of e-waste disposal in Mumbai is throwing away e-waste in
municipal dustbin which finds its way into landfills (Toxics Link, 2007).

The table 2 below presents a comparative picture of recycling processes adopted in Delhi and Mumbai, the 2
major E-waste producing cities of India.

Table -2: Recycling Processes in Delhi and Mumbai

Processes Delhi Mumbai
Extraction of Integrated Chips from PWB Yes | Yes (Reselling and reuse in local market)
Extraction of components by Surface Heating of PWB | Yes | Yes (Reselling and reuse in local market)
Extraction of components by Disassembling of Monitor | Yes Yes (In local market)
Yoke core and Copper Yes | Yes (Reselling and reuse in local market)
Metallic core of Transformer and Copper Yes | Yes (Reselling and reuse in local market)
Rare Earth Core of Transformer and Copper Yes | Yes (Reselling and reuse in local market)
Rare Earth Core of Static Transformer Yes | Yes (Reselling and reuse in local market)
Wire PVC and Copper (manual stripping) Yes | Yes (Reselling and reuse in local market)
Plastic Shredder Yes Yes (In local market)
Dismantling of Refrigerator and segregation of Yes Yes (Reselling in local market)
Compressor, Cooling box
Acid Bath for PWB Yes No (Sent to Delhi market)
Regunning CRT Yes No (Sent to Delhi market)
Glass Recovery from CRT Yes Yes (In local market)
Gold Extraction from Pins and Comb Yes No (Sent to Delhi market)

Source: Adapted from GTZ-ASEM, 2007

There are sizable number of workers engaged in informal recycling activities where they tear apart different
components from e-waste using bare hands and without wearing any safety gear. They are vulnerable to the
hazards associated with processing of e-waste (Needhidasan et al., 2014). The table 3 below shows various risks
associated with E-waste processing.

Table -3: Potential occupational and environmental hazards associated with processing of E-waste

Computer / E-Waste Process Potential Occupational Hazard Potential Environmental
Components Hazard
Cathode ray tubes Breaking, removal | Silicosis, Cuts from CRT glass in | Lead, Barium and other
(CRTs) of copper yoke and | case of implosion, Inhalation or | heavy metals leaching into
dumping contact with phosphor containing | groundwater, release of toxic
cadmium or other metals. phosphor.
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Printed circuit boards
(PCB)

De-soldering  and
removing computer
chips

Tin and lead inhalation, Possible
brominated dioxin, beryllium,
cadmium, mercury inhalation.

Air emission of
substances.

same

along riverbanks

and sulphur dioxide gases can cause
respiratory irritation to severe effects
including pulmonary edema,
circulatory failure and death.

Dismantled printed Open burning of | Toxicity to workers and nearby | Tin and lead contamination
circuit board processing | waste boards that | residents from tin, lead, brominated | of immediate environment
have had chips | dioxin, beryllium, cadmium and | including surface and ground

removed to remove | mercury inhalation, Respiratory | waters. Brominated dioxins

final metals irritation. beryllium, cadmium and

mercury emissions.

Chips and other gold | Chemical stripping | Acid contact with e yes, skin may | Hydrocarbons, heavy metals,
plated components using nitric  and | result in permanent injury. Inhalation | brominated substances, etc.,
hydrochloric  acid | of mists and fumes of acids, chlorine | discharged directly into river

and banks. Acidifies the river
destroying fish and flora.

Plastics from computer
and peripherals e.g.
printers keyboards, etc.

Shredding and low
temperature melting
to be reutilized in
poor grade plastics

Probable hydrocarbon, brominated
dioxin and heavy metal exposure.

Emissions of brominated
dioxins and heavy metals and
hydrocarbons.

Computer wires

Open burning to
recover copper

Brominated and chlorinated dioxin,
polycyclic aromatic hydrocarbons
(PAH) (carcinogenic) exposure to
workers living in the burning works
area.

Hydrocarbon ashes including
PAHs discharged to air,
water and soil.

Miscellaneous computer
parts encased in rubber
or plastic e.g. steel
rollers

Open burning to
recover steel and
other metals

Hydrocarbon including PAHs and
potential dioxin exposure.

Hydrocarbon ashes including
PAHs discharged to air,
water and soil.

Toner cartridges

Use of paintbrushes
to recover toner
without any
protection

Respiratory tract irritation, Carbon
black possible human carcinogen,

Cyan, yellow and magenta toners

unknown toxicity.

Cyan, Yellow and magenta
toners unknown toxicity.

Secondary steel or
copper and precious

Furnace recovers
steel or copper from

Exposure to dioxins and heavy
metals.

Emission of dioxins and
heavy metals.

metal smelting waste including

organics

Source: Adapted from Boralkar, 2005

E-WASTE MANAGEMENT: A CASE OF DELHI

Delhi is one of the primary destinations for e-waste processing and disposal in India. The sources of e-waste in
the city are MNCs, individual consumers, public and private enterprises, manufacturing defects and imports
(GTZ-ASEM, 2007). Around 70% of the total e-waste is imported from developed countries and mostly
managed by the informal sector (Secretariat, 2011).

Mandoli industrial area is the hot spot for informal e-waste recycling. The valuable metals are extracted from
CRTs, printed circuit boards, batteries and cables following rudimentary processes which includes (1) manual
dismantling, separation and shredding of e-waste; (2) heat-extruding processing of scrap plastic; and (3) using
acids to extract metals from e-waste (Sthiannopkao and Wong, 2013). The effluent containing heavy metals and
their derivatives is discarded in nearby drains, arable land or water bodies (Pradhan, 2013).

High levels of hazardous chemicals like dioxins, furans are found in the recycling yards where primitive
methods like open burning are used (Steiner, 2004). Chronic Exposure to these chemicals lead to a high risk of
cancer. Approximately 25,000 workers of all genders are employed in scrap-yards which handle 10,000 to
20,000 tonnes of e-waste annually. Thousands of families in the city are thriving on this e-waste recycling
business for years. In most cases all the family members i.e. elders, kids and women are engaged in backyard
industries where they work in a hazardous environment without proper protective equipment (GTZ-ASEM,
2007). There is lack of awareness among general masses regarding the concept of e-waste. Most of the people
(about 90 per cent) are ignorant of the e-waste recycling going on in their city. They sell their trash to local
kabaadiwalas. They are unaware of the correct ways of disposing their e-waste and the consequences of
improper disposal of electronic gadgets (Kwatra et al., 2014).
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E-WASTE MANAGMENT: A CASE OF BANGALORE

Bangalore, the IT hub of India, has emerged as the third-largest electronic waste producer in India and over the
years, the E-waste generated by it has increased at a very fast speed. Several estimates on the quantity of e-
waste produced in Bangalore are available. According to PCB officials, about 13,000 tonnes of e-waste was
produced in the year 2009 excluding household appliances. A year later, it was estimated that the annual
generation of e-waste from Bangalore from all sectors was 6743.87 MT for computers, television and mobile
phones (EPTRI, 2010). But now India’s silicon city generates nearly 92000 MT of E-waste annually
(Assocham-Frost & Sullivan Study, 2016). Information technology firms and electronic manufacturers are
among the major producers of e-waste in the city. Around 30% of all equipment in IT sector end up as e-waste
every year (Jatindra and Sudhir, 2009). Approximately 300 tonnes of lead, 1000 tonnes of plastics, 0.23 tonnes
of mercury, 350 tonnes of copper and 43 tonnes of nickel are produced annually in the city (Needhidasan et al.,
2014).

E-waste recycling involving both licensed and a few unlicensed operations are operative in the city. About 70
per cent of e-waste is processed and handled by the unorganized sector. Scrap dealers who are specialized in
certain processes involved in recycling congregate in specific areas of the city. Recyclers in Tilak Nagar and
Nayandahalli specialize in processing plastic waste and e-waste scrap dealers in Gowripalya are involved in
extraction. Women and children are also engaged in processing e-waste. Few are hired on monthly basis with
salary varying from Rs 5,000-6000 and others are paid on daily basis at Rs 100 to Rs 120 for men and Rs 75 to
Rs 90 for women. The e-waste recyclers send the dismantled e-waste every alternate day to Mumbai and Delhi
and earn around Rs 2-3 lakhs per month (Manasi, 2013). At the e-waste recycling areas, environmental
contamination and potential human health hazards is a cause of concern. Majority of the residents have no clue
about the magnitude of E-waste problem. The public and private sector prefer to auction the e-waste to informal
dismantlers to get good price for it (Jatindra and Sudhir, 2009). The formal recycling units are unfortunately
underutilized. The major formal e-waste recyclers are Ash recyclers and E-Parisaraa. E-Parisaraa Pvt. Ltd.,
India’s first electronic waste recycler, has the capacity of handling and recycling upto 3 tonnes of e-waste per
day but it is getting only 1 tonne (E-Parisaraa, 2010).

SCOPE FOR FUTURE WORK

The research has been conducted in three metropolitan cities in India: Delhi, Mumbai and Bangalore. These
cities generate the highest e-waste among major metro Indian cities (Assocham-Frost & Sullivan Study, 2016).
This could be extended to include the rest of the country which is equally responsible for this growing problem.
There is a dire need to carry out more such studies to arrive at better options for managing e-waste.

CONCLUDING REMARKS

It is an undeniable fact that e-waste is becoming a serious matter of concern in India. The E-waste treatment

and processing options practiced in Indian cities are very outdated and hazardous to human health and

environment. There is a dire need to raise awareness of e-waste issues and encourage consumers to return their

outdated electronic devices for collection and reuse. Proper segregation of the waste at source would lead to

better options for scientific disposal of waste. The awareness level of masses should be increased using various

tools like advertisements, etc. and e-waste issues should also be included in school and college curriculum to

sensitize students about it. Incentives should also be provided to producers to encourage them to design

products that contain fewer toxic components that are easy to recycle, disassemble and reuse. State-of-the-art

infrastructure and more recycling facilities are also required to handle e-waste effectively in India. From the

study of Indian cities, it can be concluded that E-waste management is still in the nascent stages. There is a long

way to go in terms of achieving a sound E-waste management system in India.
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ABSTRACT

Livelihood diversification refers to the attempts made by individual and households to add new portfolios in
their income earning activities in order to sustain their livelihood or raise their living standard. Livelihood
diversification can take place for both agricultural and non-agricultural activities. A recent studies show that,
livelihood diversification is an important tool for reducing poverty and alleviating people’s living standard.
This article tries to examine the livelihood diversification that exist in the state by taking farm, off-farm and
non-farm activities of the people. The findings shows that majority (31.11 percent) of the households are still
engaged in one activity for their livelihood. It also shows that 52.11 percent of the households are in low
income diversity group. The article concludes with suggestion for removal of constraints and expansions of
opportunities for households to earn more income for livelihood.

Keywords: Livelihood diversification, Income diversification, Rural and Urban.

1) INTRODUCTION

The term “diversification’ refers to the processes taking place at different levels of the economy, which are
usually, but not always directly linked (Start, 2001). Livelihood diversification includes both on and off farm
activities which are undertaken to generate income additional to that from the main household agricultural
activities, via the production of other agricultural and non-agricultural goods and services, the sale of waged
labour, or self-employment in small firms, and other strategies undertaken to spread risk; included in this are
what has been termed ‘activity or environment diversification’ in agriculture (Carter 1997), or more radical
migratory strategies (Stark and Levhari, 1982). Livelihood diversification is an active social process of
individual or household involving the maintenance and continuous adaptation of a highly-diverse portfolio of
activities over time in order to secure survival and improve standard of living (Ellis, 2000). Diversification
activities make greater contribution to generate cash income for poorer household and it is a key strategy by
which people try to make ends meet and improve their well- being. Thus, Livelihood diversity is the process by
which households construct a diverse portfolio of activities and social capabilities for survival and in order to
improve their standard of living.

In a developing country like India, land-based livelihoods of small and marginal farmers are increasingly
becoming unsustainable, since their land is no longer able to meet the requirements of food for the family and of
fodder for their cattle (Hiremath 2007). Due to this poverty rate in the country is poverty still 29.5 percent as on
2011-12 (planning commission 2014). Thus, People are engaged in different activities to earn enough income
for their livelihood. Livelihood diversification can take place in both agricultural activities, i.e., production of
multiple crops or high-value crops; and non-agricultural activities, i.e.,undertaking small enterprises, or
choosing non-agricultural sources of livelihood like casual labour or migration (Khatun and Roy 2012). The
different categories of activities where people are engaged to earn their Livelihood are farm, off-farm, and non-
farm income sources (Saith, 1992). Farm activities include crop, livestock, horticulture and poultry. Off-farm
activities are wage labourer which include; Food for work, agricultural labour, porter, sand collection, state
Farm labourer; forest product includes works at charcoal, wood, grass, lumber; fishing like fish catching,
repairing nets and equipment, transporting fish. Non-farm activities include formally employed; like teacher,
health worker, vetenary surgeon, maid, guard, defence service, etc; trade like Grocery, stock business,
middleman, contractor, fertiliser-pesticide dealer, livestock, cattle feed, garments, electrical, tea, grain, etc;
service provision like worker as cobbler, barber, traditional medicine, tailor, money lender, fortune teller, etc;
rental Animals, tools, tractor, bike, tents, land, warm clothes; and handicraft like Potters, blacksmith, tannery
carpentry, spinning, basket making, roof thatching, mat making, carpet making, bamboo work, weaving,
tannery, rattan furniture, wood sculptor, goldsmith etc, (Saha and Bahal, 2014). Thus, using these variables a
study was made to highlight the diversity of employment and income that existed among the different
household of the state.

2) OBJECTIVES
The objective of the study is to find:

1) The diverse source of employment and income.

2) The extent of income diversity.
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3) METHODOLOGY

The study is based on the primary data collected from five districts of Nagaland, viz, Kohima, Longleng,
Mokokchung, Dimapur and Phek 2017. From five districts a total of twelve (12) wards and villages were
covered; six (6) wards/colony from the urban areas and six (6) villages from rural areas were covered. From
each wards/villages fifteen (15) households were interviewed. Thus, a total of one hundred eighty (180)
households were taken as a sample for the study. The collected data were analyzed using simpson Index to
measure the extent of diversity among the study area. Simpson's Diversity Index is a measure of diversity
which takes into account the number of employment/income sources as well as the relative abundance of each
sources of income/employment. The formula for getting Simpson diversity index used in the study is as follows;

D=1- ( T n{n—1) )
MN{N—1)
n = the total number of Income/Employment of a particular household/area.

N = the total number of Income/Employment of all area.

The value of D ranges between 0 and 1. With this index, 1 represents infinite diversity and 0, no diversity
(Stephanie 2017). The higher the number of income sources as well as more evenly distributed the income
shares, the higher the value of D. The Simpson Index of Diversity is affected both by the number of income
sources as well as by the distribution of income between the different sources (Saha and Bahal 2014).

4) RESULTS AND DISCUSSION

Extent of Livelihood diversification

It is seen from the table 1 that 49.45 percent of the diversifier households in Nagaland earn their livelihood from
two and three sources. However, majority of the households (31.11 percent) derive their income from a single
source. Those household engaged in four and five activities accounts for 15 percent. It is seen that only .56
percent of the total household has 6 sources of income, while another 1.11 percent of the total households are
not engaged in any activities. For rural Nagaland, 2.22 percent of the households are not engaged in any activity
while 3.33 percent of the households earn their livelihood from five different sources. But majority (55.55
percent) of the household earn their livelihood from two and three sources; 32.22 percent from two sources and
23.33 percent from three sources. Those households engaged in four and five activities accounts for 18.89
percent of the household. However, still a large number (25.56 percent) of the rural household are engaged in
only one activity to earn their livelihood. The urban scenario shows that no household are without any activity.
Like rural areas, 43.33 percent of the household diversifier are engaged two and three activities for their
livelihood. However, those households engaged in one activity accounts for 38.89 percent which is the single
largest percentage. It means majority of the household depend their livelihood on one activity. It was also found
that those households who are engaged in more than four activities accounts for 12.22 percent only. Thus it is
seen that majority of the household diversifier are having two and three sources of income.

Table -1: Diversified household (%)

Urban/Rural Activity (Source of Income)
0 1 2 3 4 5 6
Overall 111 | 31.11 | 26.67 | 22.78 | 11.67 | 3.33 .56
Rural 2.22 | 2556 | 32.22 | 23.33 | 1556 | 3.33
Urban 38.89 | 21.11 | 2222 | 7.78 333 | 111

Sources: Field survey 2016-17

Among the different activities and sources of income, it is shown in figure 1 that formally employed contributes
58.55 percent of the total households income and 35.9 percent of employment among the households. This was
followed by trade contributing 18.48 percent of income and 19.09 percent of employment. Livestocks
contributes 8.42 percent of the total households income and 10.8 percent of employment among the household.
Rent contribute 6.98 percent of the total households income and 5.53 percent of employment among the
household. Thus, it is seen that the four activities, viz, formally employed, trade, rent and livestock, contributes
92.43 percent of the total households income and 71.32 percent of employment among the household. It was
also found that crops, horti, poultry, fishing, service provision, handicraft, forest products and wage labour do
not constitute the main source of livelihood for the people. This is supported by the fact that only 7.57 percent
of their income comes from these activities even though people’s engagement in this activity is high (28.68
percent of the households are engaged in these activities).
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Figure -1: Sources of income and employment

INCOME DIVERSIFICATION

The average income diversification estimated using simpson index of diversity for the state comes out to be .61.
The rural income diverisification is .623 which is higher than the average and urban diversification of .6. This
shows that income from different activities is more evenly distributed among the households of rural area than
urban areas. Among the study area, it was found that Lazumi Village under Phek district has the highest income
diversity with .78 and Arkong ward under Mokokchung district has the lowest income diversity with .132. The
figure in table no 2 shows that, 52.78 percent of the household in the study area have low income
diversification. In other words, the sources of income from different activities for majority of the households are
uneven. It is also seen that 38.33 percent of the households are in medium income diversification. It was also
found that those household that are in high diversification category accounts for 8.89 percent. For rural areas,
majority (45.56 percent) of the households have low income diversity. Medium income diversity accounts for
42.22 percent of the households. However, only 12.22 percent of the household has high diversity. For urban
areas, majority (60 percent) of the households have low income diversity. Medium income diversity accounts
for 34.44 percent of the households. However, only 5.56 percent of the household has high diversity. Thus it can
be seen that diversity in rural areas are higher than that of the urban areas.

Table -2: Distribution of diversification index among diversifier household

Diversification Index Overall Rural Urban
Low <.38 52.78 45.56 60
Medium .38 - .63 38.33 42.22 34.44
High > .63 8.89 12.22 5.56

Sources: Field survey 2016-17.

RURAL INCOME DIVERSIFICATION

Diversifications in rural areas are found to be more since they cannot depend on crops alone for survival. Thus,
they engaged in forest products, as wage labourer, fishing, artisans etc, to earn more income for their livelihood.
Among the rural areas Lazumi village has the highest diversity index of .78 followed by Nyang, Longkum, Dz,
and Kohima with a diversity index of .71, .538, .47 and .44 respectively. The lowest diversified village is
Ungma with a diversity index of .29. The percentage households of each village that are in low, medium and
high diversity category are shown in table no. 3. From the table it can be seen that Ungma with 86.67 percent
has the highest percentage of household in low diversity category followed by Longkum and Kohima villages
with 53.33 percent each and Dzulhumi with 46.67 percent. In these villages the number of household having
low income diversity is very high. The lowest percentages of household in low income diversity index are
shown by Lazumi and Nyang villages with 13.33 percent and 20 percent respectively. Among the villages with
medium income diversity, Lazumi village has the highest percentage of household with 66.67 followed by
Nyang, Longkum, Dzulhumi and Kohima with 60 percent, 46.67 percent, 33.33 percent respectively. The
lowest percentage is exhibited by Ungma village with 13.33 percent. The percentage of household in high
category are the highest in Dzulhumi, Lazumi and Nyang villages with 20 percent each followed by Kohima
village with 13.34 percent. The two villages, viz, Longkum and Ungma, have zero percent of household in this
category.
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Table -3: Distribution of diversification index among diversifier household of rural areas

Diversification Index | Dzulhumi | Longkum | Lazumi Nyang Ungma Kohima
Low <.38 46.67 53.33 13.33 20 86.67 53.33

Medium .38 - .63 33.33 46.67 66.67 60 13.33 33.33
High > .63 20 0 20 20 0 13.34

Sources: Field survey 2016-17.

URBAN INCOME DIVERSIFICATION

Diversifications in urban areas are found to be lower than rural areas in general as those household who stays in
urban areas are dependent on one or two activity that earn them high income. Among the urban areas Pfutsuro
has the highest diversity index of .67 followed by Zakito, Kohima High School, Phom Peoples Conference, and
Lingrijan with a diversity index of .62, .59, .56 and .26 respectively. The lowest diversified village is Arkong
Ward with a diversity index of .135. The percentage households for each wards that are in low, medium and
high diversity category are shown in table no. 4. From the table it can be seen that Arkong ward with 93.33
percent has the highest percentage of household in low diversity category followed by Zakito, High School
ward Kohima High School and Lingrijan with 86.67 percent, 73.33 percent and 53.33 percent of the household
respectively. The lowest percentages of household in low income diversity index are shown by pfutsero and
Phom Peoples Conference with 26.67 percent each. Among the wards with medium income diversity, Pfutsero
has the highest percentage of household with 66.67 followed by PPC, Lingrijan, and Kohima High School with
53.33 percent, 46.67 percent and 26.67 percent respectively. The lowest diversity is shown by Zakito and
Arkong with 6.67 percent each. The percentage of household in high diversity category are shown by PPC with
20 percent followed by Pfutsero and Zakito with 6.66 percent each. The two wards, viz, Lingrijan, Arkong and
KHS have zero percent diversity of household in this category.

Table -4: Distribution of diversification index among diversifier household of urban areas

Diversification Index | Lingrijan | Zakito | Pfutsero | Phom Peoples | Arkong | Kohima High
Conference School
Low <.38 53.33 86.67 26.67 26.67 93.33 73.33
Medium .38 - .63 46.67 6.67 66.67 53.33 6.67 26.67
High > .63 0 6.66 6.66 20 0 0

Sources: Field survey 2016-17.

5) CONCLUSION

From the above discussion it was seen that majority of the people in the state are still dependent on one activity
for their livelihood and formal employment is their main source of employment and income. It was also found
diversity in income is more in rural areas than urban areas. However, majority of the household both in rural
and urban areas have low diversity index indicating that there is unevenness in the distribution of income
sources as well low engagement among the household to different sources of income. Thus, it can be concluded
that people sources of livelihood are limited. To improve or increase the livelihood sources, it is suggested that
all weather road infrastructure in the state be developed. Due to lack of proper roads, people from the rural areas
could not sell their agricultural and forest products and it limits their income earning sources. Thus, having
better road infrastructure will automatically help in improving the marketability of agriculture goods for rural
population and thereby enhance their livelihood sources. Secondly, proper education relating to marketing be
imparted to the farmers through orientation and workshops. This will help in reduction in the waste of surplus
agricultural goods and enhance their earning capacity. Moreover, proper electricity supply being a necessary
determinants for setting up small scale and tiny industries should be provided to the people.
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ABSTRACT

This study has been designed to classify the variables affecting wisdom Cognitive, Affective and Reflective
Wisdom using Decision Tree Approach in R software. Scope of the study is limited to teaching fraternity
working in professional educational institutions in the national capital region of India. Extant literature
highlighted key academic activities that impact wisdom largely. Decision tree modelling was subsequently
deployed to classify them on the basis of their associations with the three categories of wisdom viz. cognitive,
affective and reflective. The results will help academic institutions to develop their teaching — learning
processes around these relationships to enhance wisdom dimensions of their faculty.

Keywords: Wisdom, cognitive, affective, reflective, 3D-WS

INTRODUCTION

Wisdom is an ancient philosophical concept, and yet, until recently, it has escaped the attention of psychologists
of the modem era. Wisdom is a subject that has puzzled philosophers, intellectuals, and mystics throughout the
ages. The definition of wisdom remains elusive and debatable. Even though wisdom has been used in a variety
of contexts in the English language, its meaning often varies due to the context of its use. Thus, it is not
surprising that psychologists have been slow to study this multifaceted concept. In the domains of educational
and counselling psychology, wisdom had been historically ignored as a research topic. Educational psychology
mostly focused upon topics such as childhood learning, psychometric or intelligence testing issues, learning of
remedial skills in adult education, etc. In counselling psychology, early efforts focused upon treating
psychopathology and on personality development. As psychologists were forging a new science at the turn of
the 20th century, they distanced themselves from humanistic fields in order to establish psychology as a
scientific discipline. Thus, early psychologists avoided philosophical concepts such as wisdom that did not build
psychology into an empirical science. Wisdom would remain unexplored until the 1980's (Chandler, 1990).
Even at the close of the 20th century, the word "wisdom" does not appear in a dictionary of psychological terms
(Reber, 1995). Thus, for a long time, wisdom was considered outside the scope of psychological investigations.

LITERATURE REVIEW

Modern management does not refer to Wisdom Management as a separate topic; it is linked to Knowledge
Management as an use. During the last twenty years, people who work to find information in behavioural
science have shown renewed interest in the ancient concept of wisdom (Chinen, 1984; Clayton & Birren, 1980;
Dittmann-Kohli & Baltes, 1990; Sternberg, 1990b), which has been in the past believed as the peak of human
development (Baltes & Staudinger, 2000). Wisdom coordinates knowledge and judgments about the
‘fundamental practical’s of life” around such properties as: (1) success plans and goals involving the conduct
and meaning of life; (2) limits of knowledge and uncertainties of the world; (3) excellence of judgment and
opinions about what could or should be done about a situation; (4) knowledge with very unusual scope, depth,
and balance; (5) search for a perfect synergy of mind and character; and (6) balancing the good or well-being of
oneself and that of others (Baltes & Staudinger, 2000).

Wisdom has long been conceived as a virtue by philosophers and by admired leaders of diverse religions with
divergent and overlapping ideas about virtues and values associated with wisdom (Ardelt, 2005b). Historically,
issues of virtues and values have been avoided by psychologists, in part because the ideal aspirations of
psychological science, articulated by broad consensus, direct psychologists to work towards understanding,
describing, or predicting human behaviour and experience, reduction of human suffering, and promotion of the
well-being of persons, while avoiding the prescription or promotion of any specific ideology or any set of
values (APA, 2000).

Psychologists have been wary of the concept of wisdom for decades and remain wary about attempting to
measure individual differences in the levels of wisdom as an attribute of persons (Bluck & Gliick, 2005; see also
Baltes & Kunzmann, 2004). However, in a fast changing and uncertain world where rapid scientific and
technological strides are accompanied by equally strong waves of intolerance, breakdown of family and
societal systems, and an increasing sense of frustration and inability to resolve inner conflicts, there is a need for
a serious study and scientific exploration of the topic of wisdom. The psychological study of wisdom and its
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measurement is infamously difficult (Sternberg, 1990, 2004a), but not so much that the efforts to study or
measure wisdom should be abandoned.

Achenbaum and Orwoll (1991) define wisdom as intrapersonal, between people and transpersonal experiences
in the dimensions of cognitive (thought), affect (feeling), and conation (behaviour). The cognitive dimension
contains self-knowledge, understanding, and the recognition of the limits of knowledge and understanding. The
affective dimension consists of self-development, deeply caring; understanding feelings and self-excellence, and
the conative represents integrity, honesty, good human quality, maturity in relationships, and
philosophical/spiritual promises. Based on this definition, males might have an advantage in the intrapersonal
sphere and cognitive wisdom dimension, whereas females might excel in the interpersonal and affective aspects
of wisdom (Orwoll & Achenbaum, 1993). Boys are often talked with people to explore the world and to become
independent and able to depend on you (Blazina, 2001). Because of this, ‘masculine’ thinking could be
described as self-contained desires to do things for you and not be like others that are seen as separation, lack of
interest, mastery, and actions of accomplishing or completing something challenging (Sampson, 1977). On the
other hand, Girls are encouraged to develop ability to get along well with others such as deeply caring,
understanding feelings and the ability to care for others (Surrey, 1993). Therefore, men might find it easier than
women to perceive reality in a goal, clear and sensible, and detached way, whereas women might be more very
kind and understanding, caring, and mature in relationships than men.

DEFINITIONS OF WISDOM
References Definitions
Webster (1961) Faculty of making the best use of knowledge, experience, and
understanding by exercising good judgement.
Clayton and Birren (1980) An integration of cognitive, reflective, and affective dimensions.
Mclintyre (1985) Related to options and how to judge what we should do.

Ackoff (1989) Process that makes use of knowledge in order to answer difficult
questions while considering human factors like moral or ethical codes.
Staudinger and Baltes (1996) | An expert knowledge to handle difficult questions in life.

Beck (1999) Partly acquired by means of everyday trial and error

Aubrey and Cohen (1999) More than being cultured and well educated; it implies an ethical
obligation to improve society and an attitude of caring
Baltes and Staudinger (2000) | A multifaceted and multidimensional concept and that the multiple
facets and dimensions reinforce each other
Brown and Starkey (2000) The key to obtaining competitive advantage from organizational
learning and knowledge, and that wisdom is therefore a key strategic
resource, but one that is missing as a construct in the knowledge-based
theory of the firm.
Bierly et. al. (2000) The ability to best use knowledge for establishing and achieving desired
goals and learning about wisdom as the process of discerning
judgments and action based on knowledge.
(Webster 2007) A complex phenomenon of multiple constructs working together in a
synergistic way.
Nonaka and Kyoko (2008) Making (human) sense of Data, Information, and Knowledge and is
composed of Values and Vision
Nonaka and Kyoto (2008) More important than Technology

Table-1: Definitions

FACTORS AFFECTING WISDOM

Wisdom involves a maturity of character with important salience to sound reasoning and judgment, and that
wisdom would be most likely to emerge in adulthood (Birren & Svensson, 2005). The high level of integration
across emotional and cognitive processes is a core characteristic of developmental maturity in adulthood
(Ardelt, 2003; Labouvie-Vief, 1990; Orwoll, 1989; Orwoll & Perlmutter, 1990), and essential for excellence in
mature and effective ‘use of knowledge in problem solving’ (Birren & Svensson, 2005). Ardelt’s theory (1994,
2003), and the studies of some other authors on the psychology of wisdom (e.g., Sternberg, 1990c, 1998, 2003)
suggest that there are variations in the level of wisdom expressed by individuals depending on the interaction of
their personal characteristics and the contextual features of the situations calling for wisdom.

Individuals who have reached the level of maturity are characterized as ‘wise; broadly empathic; with a full
sense of identity; able to reconcile inner conflicts and integrate paradoxes’ (Manners & Durkin, 2001), and
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humble (Gardner, 1999; Kitchener & Brenner, 1990; Scharffs, 1998). Wisdom-related maturity is assumed to
have ‘practical and transcendent’ aspects or functions (Wink & Helson, 1997); therefore the qualities of wisdom
enable wise persons to navigate life’s common challenges with exceptional skill and to flourish even in the face
of serious hardships (Ardelt, 1994, 1998, 2003, 2004a, 2004b, 2005; Wink & Helson, 1997; see also
Wethington, 2003).

OVERVIEW OF THREE DIMENSIONAL WISDOM THEORY

The theoretical foundation for this study is a psychological view of wisdom, in which wisdom is defined as a
high level of integration across certain affective, cognitive, and reflective dimensions of personality maturity
((Clayton and Birren, 1980); Ardelt, 2003). Monika Ardelt (2003) is one of the most recent scholars to make a
substantial contribution to knowledge about the nature of wisdom and measurement of wisdom in individuals
(Sternberg, 2004b; Bassett, 2006; Brugman, 2006). Ardelt emphasizes that the emergence of wisdom requires
the integration of three distinct but inseparable domains i.e. cognitive, reflective and affective. The cognitive
dimension of wisdom refers to a person’s ability to understand life, that is, to understand the importance and
deeper meaning of important pattern of things and events, especially relating to intrapersonal and interpersonal
matters (Ardelt 2000b; Blanchard-Fields and Norris 1995; Chandler and Holliday 1990; Kekes 1983; Sternberg
1990a). The reflective dimension is a requirement for the development of the cognitive dimension of wisdom. A
deeper understanding of life is only possible if one can perceive reality as it is without any major distortions.
The affective dimension refers to the presence of positive feelings of love, hate, fear etc and behaviour toward
other beings, such as feelings and acts of sympathy and kindness, and the absence of indifferent or negative
emotions and behaviour toward others. The three dimensions are not independent of each other, but they are not
conceptually identical either. (Ardelt, 2003).

Ardelt’s model (2003) treats wisdom as a latent variable with cognitive, reflective, and affective as the effect
indicators. Ardelt developed and tested the Three—Dimensional Wisdom Scale (3D-WS, 2003), a self-
administered rating scale that assesses individual’s levels of wisdom. In a population drawn from middle-aged
and older members of the general population, Ardelt (2003) found this instrument to show reliability and
validity as a measure of wisdom.

Affective Domain aszezzed by

Affecti:-'e I:'.Inmain 13 items on the 3D-WS§
(effect indicator) “Affective Subszeale (Ardelt,
2003, p. 279).

Cognitive Domain assezsed
bw 14 items on the 3D-WS
Cogmfive Subzcale { Ardelt,
(latent 2003, p. 278)

variable)

Cognitive Domain
Wisdom (effect indicator)

Reflective Subsacale

Reflective Domain azsesged by 12 items on

(effect indicator) the 3D-W5 Retlective
Subszcale (Ardelt, 2003,
p. 278)

Fig-1: Representation of Ardelt’s three—dimensional model of wisdom (2003)

CONCEPTUAL FRAMEWORK OF THE STUDY

This study incorporates the use of ‘Three Dimensional-Wisdom Scale’ (3D-WS, Ardelt, 2003) to measure
wisdom as a latent variable. This instrument has three subscales; thus, there were four dependent variables: ()
score on the 3D-WS Affective Subscale (i.e., the mean of 13 items); (b) score on the 3D-WS Cognitive
Subscale (i.e., the mean of 14 items); (c) score on the 3D-WS Reflective Subscale (i.e., the mean of 12 items);
and (d) 3D-WS Combined Scale score (i.e., the mean of the three subscale scores). Ardelt’s scoring instructions
(2003) were used to calculate participants’ scores on this instrument.

Interest for the concept of wisdom has traditionally been embedded to philosophy and theology, but in the last
two decades it started grasping more place in the psychological literature. In psychology, focus is put mostly on
defining wisdom and its components (e.g. Baltes & Staudinger, 1993; 2000; Ardelt, 2000; 2011; Baltes &
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Smith, 2008; Yang, 2008), on ontogeny of wisdom (e.g. Baltes, Staudinger & Lindenberger, 1999; Narvaez,
Gleason & Mitchell, 2010; Choi & Landeros, 2011), and on assessment of wisdom (e.g. Ardelt, 2003; Webster,
2003). Unlike philosophical or theological, wisdom as a psychological concept is strongly connected with the
possibilities of its assessing in both, qualitative and quantitative approach.

A rich literature within education circles links teacher’s sense of efficacy and collective responsibility to
increase their wisdom level. Teaching requires practitioners to remain open, eager for, and dedicated to the
pursuit of continuous growth. Educators seek to expand their repertoires, deepen their knowledge and skills, and
become wiser in rendering judgments. They remain inventive in their teaching, recognizing the need to
welcome new findings and extend their learning as professionals. Accomplished teachers also stay abreast of
current research and, when appropriate, incorporate new findings into their practice. They take advantage of
professional development opportunities such as conferences, workshops, digital learning experiences and FDPs.
Educators therefore serve as paradigms of lifelong learning and achievement. Character and competence
contribute equally to their educative manner. Such individuals possess the love of learning, tolerance, open
mindedness and ultimately able to make wise decisions.

Individuals undertake a variety of projects to pursue the goals, participating actively in their learning
communities to promote progress and achievement. They demonstrate new methodologies, interact with other
social communities. They work with their colleagues as members of a team, sharing their knowledge and skills
while contributing to the ongoing development themselves which ultimately increase their wisdom level.

RESEARCH METHODOLOGY

The study covers teaching fraternity working in professional educational institutions in Delhi and the national
capital region (NCR) of India. Judgmental sampling was used for the purpose of data collection. In total 500
questionnaires were distributed. 433 completed questionnaires were used and the remaining questionnaires were
discarded on account of missing data. Mean values of cognitive, reflective and affective wisdoms were
calculated based on Ardelt’s scale. These values were used to build decision tree models.

DATA ANALYSIS
Classification of variables affecting Average Cognitive Wisdom

VariableName Description
AvgCog Average Cognitive wisdom Value
fdp_a Number of Faculty Development Programs attended
papers_p Number of Papers Published
papers_pres Number of Papers Presented
sem_org Number of Seminars Organized
sem_atten Number of Seminars Attended
work_atten Number of Workshops attended
work_org Number of Workshops Organized
books_pub Number of Books Published
books_ed Number of Books Edited
phd_guided Number of PhD Scholars guided
training_atten Number of special training program attended
No_ref _pro Number of refresher programs

Table-2: Variables impacting Cognitive wisdom

AvgCog is the target variable and all the other objects (books_ed, books_pub, fdp_a, No_ref pro, papers_p,
papers_pres, phd_guided, sem_atten, sem_org, training_atten, work_atten, work_org ) are masked from mydata.
The data values of AvgCog are divided into 2 sets thus converting the numeric data into categorical data. All
values of average cognitive wisdom exceeding 2.50 will be marked “Yes” and the rest “No”. In R model we
cannot use categorical variable, therefore we need to convert the data into factor to enable the decision tree to
recognize AvgCog as a categorical variable. This is carried out using the Factor command.

High = ifelse(AvgCog > 2.50,"Yes", "No")

We set the seed so that when we run the decision tree next time, we could obtain the same predictions made by
the existing model. Set.seed() function uses the same random numbers while it is sampling or while running
any kind of decision tree model. The data was split into testing and training to figure out how the model is
performing on the unknown data. Initially, we fitted the model on the training data and subsequently we
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predicted for the test data set using the decision tree model in R. Fifty percent data was incorporated into the
train data and the rest into test data set. The following set of R commands was used to execute the above tasks.

The plot (tree) command produced the following output.

Sem_g < 3.5

papers_fires < 1.5

work_ofg =25

books_pub = 1.5 papers_gies = 2.5

frauire Jtmn =15
ining. Yes Yas

Mo

S _alen < 1.5

'EEI'I'l_-DTg T e ApETs_pres « 4.5
— work_o —aflan <25 Mo
Mo Yes bl il |
Yes Yes
work_atlen < 1.5 Yes o
l Mo
Yes Yes

Fig-2: Predicted Tree Plot
Thereafter, the tree was predicted using the predict function.
tree_pred<- predict(tree_model, testing_data, type="class")

We compared the means of the predicted data and testing data using the mean() function. This enabled us to
obtain the classification error. The resulted mean value was 0.17.

mean(tree_pred !=testing_high)
0.1705069

We now pruned the tree using the following set of commands. Pruning decreases the size of the tree by
removing pieces of the tree that provide little power to classify instances. Pruning improved the predictive
accuracy by reducing overfitting. To check the predictive ability of the revised model mean() function was
deployed.

Plotting the cross validation error yields the following chart.

oy ey

— T T
5 1m0 15

ovreeSuie

Fig-3: Plotting Cross Validation Error
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We checked the outcomed of the prune function by plotting a graph again.Following graph is obtained.

papers_pres <2 5

papers|p< 1.5

Yes

sem_oig < 2.5
Mo

No_ref_pro <15

Yes

Yes Ho

Fig-4: Pruned Tree

The mean (tree_pred!=testing_high)value is 0.1520737 which indicated that the pruned model is better than the
predicted model.

Classification Model for Average Cognitive Wisdom
Papers_pres >2.5,papers_p >1.5,Sem_org >2.5,No_ref pro>1.5

Classification of variables affecting Average Affective Wisdom

VariableName Description
AvgAffective Average Affective wisdom Value
fdp_a Number of Faculty Development Programs attended
papers_p Number of Papers Published
papers_pres Number of Papers Presented
sem_org Number of Seminars Organized
sem_atten Number of Seminars Attended
work_atten Number of Workshops attended
work_org Number of Workshops Organized
books_pub Number of Books Published
books_ed Number of Books Edited
phd_guided Number of PhD Scholars guided
training_atten Number of special training program attended
No_ref _pro Number of refresher programs

Table-3: Variables affecting Affective Wisdom

The following objects are masked from mydata:  books_ed, books_pub, fdp_a, No_ref pro, papers_p,
papers_pres, phd_guided, sem_atten, sem_org, training_atten, work_atten, work_org.

Sequence of Instruction Flow Outcomes
dim(mydata) [1] 433 13
range(AvgATffective) [1] 1.923077 4.076923
High = ifelse(AvgAffective > 2.50,"Yes", "N0")
set.seed(2)
train=sample(1:nrow(mydata),nrow(mydata)/2)
test = -train
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training_data=mydata[train,]

testing_data=mydata[test,]

testing_high=High[test]

tree_model= tree(as.factor(High) ~ fdp_a + papers_p + papers_pres +
sem_org + sem_atten + work_atten + work_org + books_pub +
books ed + phd_guided + training_atten + No_ref pro , data =

training_data)

| Yes sem_agfoa<36——

fdp a<25
}

PApErs|p <15

wodk_atken < 1.5

work_ofg <45 [

Vs Yes
Ho el pro<15

pags_jHes <45 | Vs

Iralrsr'-_:l_ﬂnen-—} sFR—ag] < 2 5 |

papers[p < 3.5 | | Yes

|
Yes .
Yos Y Yes

Yes s

Fig-5: Predicted Tree

Outcomes

Sequence of Instruction Flow

tree_pred<- predict(tree_model, testing_data, type="class")

mean(tree_pred !=testing_high)

[1] 0.0921659

cv.tree=cv.tree(tree_model, FUN=prune.misclass)

pruned_model=prune.misclass(tree_model,best=3)

plot(pruned_model)

tree_pred=predict(pruned_model,testing_data,type="class")
mean(tree_pred!=testing_high)

mean(tree_pred!=testing_high)

[1] 0.1797235

Results indicate that the predicted model is better than the pruned model.

Classification of variables affecting Average Reflective Wisdom

VariableName Description
AvgReflective Average Reflective wisdom Value
fdp_a Number of Faculty Development Programs attended
papers_p Number of Papers Published
papers_pres Number of Papers Presented
sem_org Number of Seminars Organized
sem_atten Number of Seminars Attended
work_atten Number of Workshops attended
work_org Number of Workshops Organized
books_pub Number of Books Published
books_ed Number of Books Edited
phd_guided Number of PhD Scholars guided
training_atten Number of special training program attended
No_ref _pro Number of refresher programs
Table-4: Variables affecting Reflective Wisdom

39



International Journal of Research in Management & Social Science

Volume 6, Issue 2 (111): April - June, 2018

ISSN 2322 - 0899

The following objects are masked from mydata (pos = 4): books_ed, books_pub, fdp_a, No_ref_pro,
papers_p, papers_pres, phd_guided, sem_atten, sem_org, training_atten, work_atten, work_org

training_data=mydata[train,]
testing_data=mydata[test,]
testing_high=High[test]

Sequence of Instruction Flow Outcomes
dim(mydata) [1] 433 13
range(AvgAffective) [1] 2.333333 3.666667
High = ifelse(AvgReflective > 2.50,"Yes", "No")
set.seed(2)
train=sample(1:nrow(mydata),nrow(mydata)/2)
test = -train

tree_model=tree(as.factor(High) ~ fdp_a + papers_p + papers_pres +
sem_org + sem_atten + work_atten + work_org + books_pub + books_ed +
phd_guided + training_atten + No_ref_pro, data = training_data

papers_pres <15
i

papers|p< 25 fdp_@=<35
ST AREn = 25
Yas
papersip<25
Vs
fes Yes
Yes Yes
Fig-6: Predicted Tree Model
Sequence of Instruction Flow Outcomes

tree_pred<- predict(tree_model, testing_data, type="class")

mean(tree_pred !=testing_high)

[1] 0.1474654

cv.tree=cv.tree(tree_model, FUN=prune.misclass)

pruned_model=prune.misclass(tree_model,best=3)

plot(pruned_model)

tree_pred=predict(pruned_model,testing_data,type="class")

mean(tree_pred!=testing_high)

mean(tree_pred!=testing_high)

[1] 0.04147465
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Fig-7: Pruned Tree Model

The mean(tree_pred!=testing_high)value is [1] 0.04147465 which indicates that the pruned model is better than
the predicted model.

S.No | Classification Model for Average Reflective Wisdom
Papers_pres >1.5,papers_p <1.5,Sem_atten >2.5
Papers_pres >1.5,papers_p <1.5,Sem_atten <2.5
Papers_pres <1.5,fdp_a>3.5

Papers_pres <1.5,fdp_a>3.5,paper_p<2.5

Papers_pres <1.5,fdp_a>3.5,paper_p>2.5

QPR IWIN -

CONCLUSIONS

The cognitive development of an individual happens through mental processes and sensory perceptions.
Therefore social interactions alongwith maximum utilization of sensory organs enhance development of
cognitive processes. The classification model reveals that the number of papers presented, papers published,
seminars organised and the number of reference programs attended by faculty members have a strong impact on
cognitive wisdom. All of these engagement activities aim to acquire knowledge through interactions with more
experienced people. By indulging in these cognitive processes, individuals construct out their own reflections
and experiences rather than absorbing knowledge passively. Therefore, it is imperative for academic institutions
to keep organizing such events in order to improve the cognitive development of their faculty members. This
renders a constructivist’s approach to learning and development. We deployed post-pruning in R software after
generation of a full decision tree. This improved the accuracy of the overall classification by removing branches
which were less significant. Finally, an acceptable mean value (0.15) of the decision tree was obtained in
response to the pre-pruned mean value of 0.17 thus validating the model. Faculty development programs impact
faculty’s educational experience. It integrates knowledge, attitude and skills thereby augmenting overall
teaching learning process. Likewise, conferences, seminars and paper presentations enable faculty to touchbase
with experienced academicians in their respective fields. Reading out a paper in a conference is a significant
professional performance that improves with experience.

Higher affective involvement in faculty members can be obtained by effective integration of all 12 academic
learning processes. Affective affirmation engages both heart and mind and affective wisdom can be achieved if
an academic activity brings acceptance and approval. A healthy work environment affects affective affirmation.
Academicians seek affective affirmation through partipations in workshops, seminars, paper presentations,
writing books, publishing articles and other related activities. Therefore academic institutions must encourage
continuity in organising such activities to achieve two key affective dimensions of wisdom viz. empathy and
compassion (Ardelt, 2005).
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Reflection has a paramount role to play in the development of wisdom. Reflective skills among academicians
can be gauged by their intuition, introspection, insightfulness, acceptance and creativity. The pruned decision
tree model reveals that papers presentations, paper publishing seminars and FDPs contribute heavily in
acquiring reflective wisdom among academicians. The mean value of the pruned model is 0.04 in comparison
to 0.14 (mean value of pre-pruned model) thus validating the model.
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ABSTRACT

The immense potential of tourism for bringing about economic development and employment generation is
widely recognised in the literature. Promotion of tourism is considered as really meaningful for faster
development of nations, particularly for developing nations like India. This fact has been acknowledged by
International agencies like the United Nations World Tourism Organization (UNWTQO). Notwithstanding the
exceptional tourism resources available in India, the country could not utilize these resources properly because
only during the last two decades tourism has been getting due attention in the country. Even if India is
considered unique in its rich bio-diversity and cultural heritage, the vast tourism potential of the country still
remains underutilised. Here lies the need for effective promotion of environment-friendly tourism models like
Responsible Tourism (RT) and its variants like ecotourism. In respect of Kerala state in particular — one of the
Indian states with the highest level of tourism resources in the whole of India — the situation has been more
discouraging because Kerala’s performance in the tourism front has not been proportionate with its enviable
tourism resources. A few recent studies by the author have pointed out the vast potential of Kerala’s tourism
sector for faster economic development of the state by way of employment generation, rural livelihood
development, community development etc. This paper is a continuation of the earlier studies of the author and it
looks into the problems and prospects of the RT initiative of ‘Samrudhi’ group which is located at Kumarakom
in Kottayam district of Kerala — one of the most important RT destinations in the whole of India. The paper
suggests strategies for sustainable growth of RT, based on the findings of the study.

Keywords: Responsible Tourism, Sustainability, Foreign Exchange Earnings.

INTRODUCTION

It is widely documented in the literature that tourism is an industry with enormous potential for employment
generation and economic development. Hence tourism is promoted aggressively by nations, particularly the
developing nations like India. In fact, at the global level tourism is ranked second highest in terms of income
generation, and is second only to the oil industry. It is one of the largest and most rapidly growing industries in
the whole world. The combined effect of increased leisure and enhanced purchasing power makes tourism
affordable to more people. Every country can play a decisive role in tourism and tourism industry is reckoned as
very valuable, particularly for the development of global transportation and communication. Of late, this
industry is receiving good attention as a foreign exchange earner and in most parts of the world it is
aggressively promoted primarily for attracting more foreign exchange. The huge amounts spent by foreign
tourists for accommodation, food, transport, recreation, etc. have got linkage effects resulting in overall
economic development of the host countries.

In India, after the independence of the country in 1948, the focus of attention of the Government was on the
development of sectors like agriculture, industry, infrastructure etc. Tourism sector in India was never
considered as a sector with high growth potential and it had been growing at slow pace during the early years of
the country’s independence. Hence, Indian tourism could not exploit the vast tourism potential of the country
during those years. But, since the last two decades or more, there has been an organised effort to aggressively
promote tourism by the Government of India. Quite similar to the poor tourism performance of Indian tourism
among comparable world nations, the relative performance of tourism sector of Kerala in India has been very
poor vis-a-vis other states in the Indian union. In spite of the enviable tourism resources in Kerala state the state
is lagging far behind most of the other Indian states, notwithstanding the fact that those states have low tourism
endowments.

As India has been showing the best way to strategize sustainable tourism is by way of encouraging the pursuit
of tourism in a responsible manner. It is about sensitizing tourists on the need for conserving and maintaining
the natural wealth and cultural heritage of a nation. It is observed that through hospitality entrepreneur’s rural
resources, wild-life and adventure, cultural, health, farm tourism. It should be possible to conserve natural
resources as well as increase greater monetary benefits to the people at the local level. Responsible tourism
(RT) is a concept which measures the effects of tourism on the well being of the host community, their art and
culture, by products, hereditary values and knowledge, as well as on local environment. RT tourism envisages
minimum negative effect on the culture of the indigenous society, and on the environment. Simultaneously

45




International Journal of Research in Management & Social Science
Volume 6, Issue 2 (111): April - June, 2018 ISSN 2322 - 0899

tourism shall ensure environmental sustainability besides magnifying host culture. RT and its variants like
ecotourism have immense growth potential in a state like Kerala because of the huge demand from foreign
tourists. Yet, such models are yet to pick up momentum in Kerala.

LITERATURE REVIEW

The industry report by World Economic Forum (WEF) (2015) [29] ‘The Travel and Tourism Competitiveness
Report’ has done a detailed study of the competitiveness of various countries of the world, in the travel and
tourism front. Competitiveness of nations at the regional and global levels based a number of well-defined
parameters is dealt in the WEF report. As per WEF report, the global competitiveness of Indian tourism is only
52 as against 17 in respect of China. This indicates a huge performance gap between the two comparable (and
neighbouring) nations of the developing world. At the regional (Asia Pacific region) level too, there is a huge
gap in the competitiveness, as India is in the 12" position whereas China is ranked in the 6™ position. WTTC
(2015) [32] in its latest report, ‘Economic Impact of Travel & Tourism 2015 — Annual Update’ has made an
elaborate account of the relative performance of various countries of the world in the tourism front, including
region-wise performance and future projections. WTTC has reported that South Asia, led by India and the
Middle East, is globally the fastest growing region in terms of the total contribution of Travel and Tourism to
GDP. Accordingly, India is one among the bigger, fast growth markets along with China, Indonesia, South
Korea and Turkey. Besides, WTTC has reported that South Asia will be the fastest growing sub-region for total
Travel & Tourism GDP long-run growth to 2025 (7.0 percent) as India outpaces China. Empirical studies on
ecotourism in the Indian context, particularly in the context of Kerala state in the Indian union are rather rare.
Some relevant studies are briefly discussed here. Kumar, Yathish (2007) [12] has noted that the aim of tourism
is to improve the quality of life of people, provide a good experience to the tourists, and maintain the
environmental quality which is vital for both the tourists and the local populace. A macro level study done in
the Kerala context by Manoj P K (2008) [16], ‘Sustainable Tourism in India: A Study from a Global Perspective
with Focus on Tourism Prospects of Kerala’ points out the vast growth prospects of sustainable tourism in
Kerala from a global perspective. The author has suggested some strategies for the faster growth of sustainable
tourism with special reference to the Kerala state in India. In another Kerala-based study, Oommen M. A.
(2008) [23] warned about the danger of overlooking the environmental sustainability in development activities
in the state. While referring to the growing environmental issues in Kerala from the perspective of the state’s
economic development model viz. ‘Kerala model of development’ the author has pointed out in detail the
environmental and ecological issues that the state faces at present; the current scenario being critically referred
to as one of ‘Ecological Overkill” in his paper. The day by day worsening situation of the natural environment
in Kerala and its adverse impact on the long-term sustainability of tourism has been noted by many researchers,
pointing out the need for environment-friendly (nature-friendly) tourism models like ecotourism and its variants
like rural tourism, responsible tourism etc. Notably, the macro level study by Manoj P K (2009) [17],
‘Environment Friendly Tourism for Sustainable Economic Development in India’, for instance, underscores the
cardinal significance of tourism in India for its rapid economic development; and at the same time point out the
need for promoting environment-friendly (and hence sustainable) tourism models. The author, thus, makes a
few strategies for development of environment-friendly tourism in India. In his book on ‘Ecotourism
Development Management’, Singh, Sarvjeet (2009) [25] has stated that ecotourism is entirely a new approach in
tourism and it provides opportunities for visitors to experience powerful displays of nature and culture and to
learn about the importance of biodiversity, conservation and local cultures. It focuses on volunteering, personal
growth and finding innovative means to live on the earth. It involves travels towards locations wherein flora,
fauna, cultural heritage etc. are the main attractions. It encourages the active participation by the local
population in the conservation and education dimensions of tourism development process.

In a research article by Manoj P K (2010) [18], ‘Tourism in Kerala: A Study of the Imperatives and
Impediments with Focus on Ecotourism’, the tourism sector in Kerala state in India is analysed in detail using
the SWOT model. Accordingly, strategies are suggested for the faster and sustainable development of tourism
in Kerala. Sudheer, B (2015) [26] in his research report submitted to University Grants Commission (UGC),
New Delhi titled ‘Economic and Cultural Impact of Responsible Tourism Initiative in Kerala — A Case Study of
Kumarakom Panchayath’ has highlighted the need for alternative and innovative practices like Responsible
Tourism (RT) to minimise the negative effects of tourism on environment and to make it sustainable in the
long-term. With respect to RT at Kumarakom in Kerala, the positive effects like employment to the local
people, empowerment of women through RT-related activities (like, providing vegetables, fish, meat etc. often
procured locally), positive linkage effects on the locality (like, earnings arising from the purchases made by
tourists) etc. have been pointed out. An empirical study by Manoj P K (2015) (a) [19], ‘Prospects of
Responsible Tourism in Kerala: Evidence from Kumarakom in Kottayam District’ focuses on ecotourism in
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Kerala and based on the findings of his study makes some suggestions for sustainable ecotourism development
in the state. Another empirical study by Manoj P. K (2015) (b) [20], ‘Employment Generation from Rural
Tourism: A Field Study of the Local Community at Kumbalangi, Kerala’ is based on the feedback obtained
from the local community about their perceptions on the employment prospects of rural tourism, their
expectations about the required Governmental interventions etc. The high prospects of employment generation
and economic development on the one hand, and the need for enhanced tourism infrastructure, primarily
through Government initiatives, on the other hand, are noted. Another study by Manoj P K (2016) [21], “Impact
of Rural Tourism on the Environment and Society: Evidence from Kumbalangi in Kerala, India”, in
International Journal of Advance Research in Computer Science and Management Studies (IJACSMS) has
pointed out the obvious positive effects of rural tourism but warned about the urgent need to preserve the
environmental purity through managing the inflow of tourism, controlling the use of non-degradable wastes like
plastics, better thrust on maintaining the cleanliness etc. In a study by Manoj P K (2017) [22], “Segmentation
Strategy for Promotion of Ecotourism Products: Evidence from Thenmala Ecotourism” in South Asian Journal
of Socio-Political Studies (SAJOSPS), the author has studied as to whether the socio-economic factors have
influenced the decisions of the tourists and suggested the segmentation strategy for tourists.

Though there are many studies on tourism done in the Indian context, including a few studies on RT and its
variants like ecotourism in the Kerala context, empirical studies on RT in Kerala, particularly studies with
reference to RT in ‘Kumarakom’ — one of the most prominent RT destinations in India — are very scarce, despite
the growing significance of RT in India. So, this study focuses on the RT initiative of ‘Samrudhi’ group at
Kumarakom in Kottayam district of Kerala — one of the most important RT destinations in India. Based on the
findings of the study, it seeks to make strategies for sustained growth of RT in Kerala.

RELEVANCE AND SIGNIFICANCE

The concept of inclusive growth is great relevance today, especially for the developing countries like India. This
concept replaced the theoretical culmination of classical economists in the formulation of the developmental
policy. In India, inclusive growth was the major concern of the Indian policy makers from the 11" Plan (2007-
2012). Since then it is being included in almost all the national policy frameworks of the Government of India.
The idea of inclusive growth stresses on the socio-economic inclusion of the backward classes, weaker sections,
and other lower strata people by ensuring their active and productive participation in the development activities
of the State. The current development philosophy emphasises the importance of participation, and tourism
models like RT and ecotourism imbibe this philosophy. Empirical studies on RT are scarce. This study seeks to
bridge this research gap.

OBJECTIVES

(i) To make an overall study of the prospects of tourism in Kerala, foreign exchange earnings from tourism
and trend in foreign tourist arrivals, with a focus on responsible tourism (RT) initiatives and their potential
for economic development of Kerala;

(i) To make a detailed study of the RT initiative of *‘Samrudhi’ group in Kumarakom in Kerala, the benefits,
problems and future prospects of the above RT initiative; and

(iif) To make suggestions for sustained growth of RT, based on the findings of this study.

METHODOLOGY OF THE STUDY

This study is descriptive-analytical and exploratory in nature. Both primary and secondary data are used for this
study. Primary data are collected using a sample survey with help of an Interview Schedule from the study area
viz. Kumarakom RT destination — a major RT destination in the whole of India. The primary objective of the
study being to understand the problems of the RT industry and to find out their remedies, a survey was
conducted among the 336 respondents in the study area using Simple Random Sampling (SRS) procedure.
Secondary data are collected from the publications of United Nations World Tourism Organization (UNWTO),
World Travel and Tourism Council (WTTC), Kerala Tourism Development Corporation (KTDC), Kerala State
Planning Board, tourism statistics published by the tourism departments of Governments of Kerala and India,
reports on tourism industry by reputed agencies like FICCI, IBEF etc. Popular statistical tools are used for data
analysis.

6. ANALYSIS AND DISCUSSION

An assessment of the normality and statistical reliability has been done before further validation analysis.
Reliability refers to the degree of dependability (consistency) of a scale. This being a study based on field
survey, consistency (reliability) is tested using Cronbach’s Alpha. An Alpha value of 0.70 or more denotes
strong internal consistency while a value of 0.60 or more is considered to be significant. It is noted that the scale
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is reliable (Table I). Next, normality is tested using Kolmogorov-Smirnov (KS) test. The K-S test indicates that
the data used is normal (Table I). As the data is normal and scale is reliable (consistent) we can proceed towards
further statistical analysis viz. parametric tests.

Table -1: Reliability and Normality Tests — Problems in Tourism Industry

Title of the Test used [Purpose of the Test] Mean S.D 1.607 0.109
Kolmogorov-Smirnov [Test for Normality] 15.29 3.45 K-S (Z value) | (P value)
Cronbach’s Alpha [Test for Reliability] 0.786 (Alpha value) 6 (Number of items)

Source: Based on Survey data

7. PROSPECTS OF TOURISM IN KERALA AND THE CASE OF RESPONSIBLE TOURISM (RT)
The performance of tourism in Kerala state in the Indian union has been impressive, both in absolute and
relative terms. In fact, there has been a generally increasing trend in respect of foreign tourist arrivals to Kerala
over the years and also the share of Kerala in the tourism revenue for the total of the Indian union. Still, there is
scope for further improvement in view of the enviable tourism potential of Kerala — the God’s own country vis-
a-vis the rest of India. It is noted that there has been an increasing trend in respect of both foreign tourists and
domestic tourists to Kerala over the 18 years’ period from 2000 to 2017. (Table I).

Table -1: Trends in Domestic and Foreign Tourist Arrivals into Kerala (2000-2017)

Year Domestic Tourists | Percentage Change | Foreign Tourists | Percentage Change
2000 5013221 2.6 209533 3.8
2001 5239692 4.5 208830 -0.5
2002 5568256 6.3 232564 11.3
2003 5871228 5.4 294621 26.7
2004 5972182 1.7 345546 17.3
2005 5946423 -4.3 346499 27
2006 6271724 5.47 428534 23.7
2007 6642941 5.92 515808 20.37
2008 7591250 14.28 598928 16.11
2009 7913537 4.25 557258 -6.96
2010 8595075 8.61 659265 18.31
2011 9381455 9.15 732985 11.18
2012 10076854 7.41 793696 8.28
2013 10857811 7.75 858143 8.12
2014 11695411 7.71 923366 7.60
2015 12465571 6.59 977479 5.86
2016 13172535 5.67 1038419 6.23
2017 14673520 11.39 1091870 5.15

Source: Govt. of Kerala (2018), Economic Survey; and Tourism statistics (Kerala Tourism).

It has been observed that there are a few areas wherein Kerala has got a comparative advantage over the rest of
India as well as even other countries of the world. The unique socio-economic and geographic profile of Kerala
has added significantly towards making it one of the sought-after tourist destinations of the entire world. The
lengthy coastal belt, peculiar geographical location, lusty backwaters, a large number of beaches, serene
hillocks, moderate climate throughout the year, highly literate populace etc. are some of the factors. Health
tourism (Ayurveda fame) and Medical tourism (cost-effectiveness) have got excellent prospects in Kerala.
Whether it is based on Ayurveda or modern medicine, Kerala has got an excellent brand either because of
reputation or cost-effectiveness. Way back in 2000 Kerala had drafted a comprehensive tourism policy viz.
Vision 2020 that had given due consideration to the sustainability aspects of tourism growth along with its
economic and feasibility aspects. This policy sought to develop tourism as one of the core competencies of the
State and also to regulate the tourism initiatives properly taking into account the broader and long-term interests
of the State, like, environmental conservation, protection of heritage and culture, development of tourism
infrastructure, quality standards etc. In short, it aimed at using a sustainable and integrated approach to tourism
promotion in Kerala.

The Department of Tourism (DoT) of Kerala state has formulated a three-pronged strategy to maintain and
further improve the superior position of Kerala in the global tourism map. Accordingly, 3 broad strategies viz.
(i) Product Innovation, (ii) Innovative Marketing, and (iii) Strategic alliance with the Govt. of Rajasthan.
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Besides, there are efforts in the direction of obtaining the benefits of Special Economic Zones (SEZs) for
tourism, so that SEZs for tourism could be established meaningfully.

The recently drawn up ‘Kerala Tourism Policy 2017° has given a further boost to RT initiatives in Kerala
whereby Responsible Tourism Mission (RT Mission) will be implemented to promote RT in the state in a
systematic manner. Naturally, Kumarakom RT initiative, the pioneer one and well known even globally, will be
the hub of all RT initiatives. In respect of responsible tourism (RT) in particular, the prospects of Kerala are
quite good given the potential of RT in providing gainful employment and means of livelihood for the local
community without adversely affecting the environment. Thus, RT initiatives that are sustainable in the long run
could be developed across a large number of tourism destinations in Kerala, mostly located in its lengthy and
serene coastal areas, forest areas etc. The present study the ‘Samrudhi’ group RT restaurant is located in
Kumarakom in Kottayam district, a prominent tourist spot in Kerala characterized by extremely serene
backwaters and lakes.

RESPONSIBLE TOURISM (RT) INITIATIVE OF THE ‘SAMRUDHI’ GROUP: A STUDY

The RT initiative of the ‘Samrudhi’ group is located in Kumarakom in Kottayam district of central Kerala.
There are 15 active members in this typical RT service provider group. Further details regarding their socio-
economic status, earnings from the RT initiative, problems faced etc. are discussed in the following paragraphs.

Table-11: Educational Qualification of ‘Samrudhi’ Members

Educational level Numbers of respondents | Percentage
SSLC 8 53.3
Plus Two / Pre-Degree 6 40
Graduation 1 6.7
Total 15 100
Source: Field Survey
Table-111: Age of ‘Samrudhi’ Members
Age Number Percentage
Below 35 2 13.3
36-40 9 60
41-45 4 26.7
Above 45 15 100

Source: Field Survey

From Table Il it is noted that majority (60 percent) of the RT members are in the age group 36 to 40 years.
This age group is active in earning the livelihood for their families.

Table-1V: Type of house of respondents

Nature of house Number of respondents Percentage
Concrete 11 73.3
Tiled 4 26.7
Total 10 100

Source: Field Survey

Table 1V shows the type of houses of the members. Four members are having tiled houses while 11 members
have concrete houses. Of the 11 members with concrete houses, 6 have procured or constructed their houses
after joining ‘Samurdhi’ ethnic restaurant. This shows that their financial status in on the rise.

Table-V: Monthly Income of each member

Year Average Monthly Income for the year (Amount in Rupees)
2011-12 4500
2012-13 5000
2013-14 6000

Source: Field Survey

Table V shows an increasing trend in the annual income of the ‘Samrudhi’ members as a result of the growing
earnings from their customers — the tourists.
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Table-VI: Saving amount of ‘Samurdhi * Members

Amount per month Number of members
200 4
300 7
400 3
500 1

Source: Field Survey

RT has resulted in the increased arrival of tourists and this, in turn, has increased the tourism revenue for the
‘Samrudhi’ ethnic restaurant. Table VI shows that the members have the saving habit and they had increased
their saving habit after joining the ‘Samrudhi’ group.

‘SAMRUDHI’ ETHNIC RESTAURANT: INVESTMENT, SERVICES PROVIDED, AND PROBLEMS
The restaurant was opened with an aim to serve traditional food to tourist of Kumarakom in Kottayam district.
An Initial investment of two lakhs rupees was taken as loan from Kudumbasree at an interest rate of 12.5
percent. In which one lakh rupees were given subsidy. The building that used is for rent at a nominal rate of
3600per month. The group consists of ten members in which they are working on a shift basis. Five members
will take a shift which time starts at 06:30 am and ends at 03:30 pm and another at 03:30 pm and ends at 06.30
pm. This group is also getting orders from tourist agents.

PROBLEMS OF ‘SAMRUDHI’ ETHNIC RESTAURANT
» Water scarcity

» Fridge facility must be provided
» Insufficiency of funds

‘SAMRUDHI” KIOSKS: INVESTMENT, SERVICES PROVIDED AND PROBLEMS

The kiosks are provided by Kerala Tourism Department .1.25 lakhs were given to Kudumbasree to start kiosks.
The group consists of 5 members. These kiosks provide vegetables and fruits to resorts in 15 days credit. From
this business, they get an income and this is a regular business. They provide coconut juice and snacks to
tourists.

PROBLEMS OF ‘SAMRUDHI” KIOSKS
» No electricity connection. (If it is provided they can provide cool drinks and juice).

» Tourism department must link more resorts for their products.
» Insufficiency of funds

11. MAJOR FINDINGS OF THE STUDY
» Scio—economic conditions of Samudhri group members have increased.

» Education is not an obstacle in starting a business in this tourism sector.
» Majority of Domestic tourists only prefer these type of traditional food

» Majority of foreign tourist arrives here pre-booking facility or in package tourism which may benefits only
to resort owners.

12. SUGGESTIONS AND CONCLUDING REMARKS
The suggestions for the sustained development of the sector are as follows

» Tourism department must encourage more these type of locals to run hotels, shops and others facilities to
tourists.

» These types of groups must to be added to other tourist destinations to increase employment opportunities to
local folks.

» The Government should promote RT initiatives through provision of utilities like electricity,
telecommunication and internet services at reduced rates.

It is noted that there is ample potential of responsible tourism (RT) in Kerala if it is properly encouraged and
the requisite infrastructure and other services are facilitated by the Government. The initiatives of the
Government in the direction of promotion of RT should be further developed and higher outlays needs to be
earmarked to RT sector.
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13. CONCLUDING REMARKS

In view of the foregoing discussions, it may be noted that promotion of ecotourism in Kerala would ensure rich
dividend in the days to come, given the huge growth prospects of ecotourism in the state. Careful analysis of
the exact tastes and preferences of the customers, considering their socio-economic, demographic and such
other factors is very important. The design considerations of various products like Tour Packages and
ingredients thereof, should duly take into account the tastes and preferences of various segments. So, a well
thought out STP strategy should be used for product design, delivery and re-design on a constant basis.

REFERENCES

(1) Ajith Kumar M.K. (1998), “Psychographic & Demographic Profiles of Foreign Tourists Visiting Kerala
with special reference to Spending Patterns™, Unpublished Ph.D. Thesis, Cochin University of Science
and Technology (CUSAT), Kochi, Kerala.

(2) Ballabh, Aanandh (2005) Fundamentals of Travel and Tourism, Akansha Publishing House

(3) Brundtland G.H. (1987), The Brundtland Report, World Commission on Environment and Development,
Oxford University Press.

(4) Bhatia, A.K. (1996), Tourism Development: Principles and Practices, Sterling Publishers Pvt. Limited,
New Delhi — 110 020 (India).

(5) Bijender K. Punia (1994) Tourism Management — problem and prospects ppl69, Ashish Publishing
House, New Delhi

(6) Chatak, G.R. (2007), Sustainable Tourism Codes and Guidelines, Cyber-Tech Publications, Daryaganj,
New Delhi, First Edition.

(7) Clark, J.R. (Ed.) (1991), Carrying Capacity: A Status Report on Marine and Coastal Parks and
Reserves, University of Miami/US National Park Service, Washington, DC.

(8) Clifford J (1998), The Predicament of Culture: 20" Century Ethnography, Literature and Art,
Cambridge, MA: Harward University Press

(9) Brandon, K. (1996). Ecotourism and Conservation: A Review of Key Issues. Washington, DC: The
World Bank.

(10) Govt. of Kerala, Economic Review, State Planning Board, Thiruvananthapuram, Kerala — for the years
2008 to 2017. [Available online at https://spb.kerala.gov.in].

(11) Kabia, Sunil K. (2005), Tourism and Environment, Mohit Publications, New Delhi, First Edition.

(12) Kumar, Yathish (2007), “Tourism Sector and Sustainable Development”, Southern Economist, VVol. 45, No. 9.

(13) Lane, B. (1991), “Sustainable Tourism, a new culture for the Interpreter”, Interpretation Journal, Vol. 49.

(14) Lindberg, K., and J. Enriquez (1994), An Analysis of Ecotourism’s Contribution to Conservation and
Development in  Belize, Vol. 2. Washington: World Wildlife Fund.

(15) McNeeely, J.A., J. Thorsell., and H. Ceballos-Lascurain (1992), Guidelines: Development of National
Parks and Protected Areas for Tourism, WTO/UNEP/IUCN, Madrid.

(16) Manoj P. K. (2008), “Sustainable Tourism in India: A Study from a Global Perspective with Focus on
Tourism Prospects of Kerala”, Proceedings of Second International Conference on Responsible Tourism
in Destinations, 21-24 March, 2008, p.7. Also available online in the [Official website:
http://www.artyforum.info/documents/MicrosoftWord-MANOJ-Poster.pdf]

(17) Manoj, P. K. (2009), “Environment Friendly Tourism for Sustainable Economic Development in India”,
International Journal of Commerce and Business Management, pp.139-147.

(18) Manoj P K (2010), “Tourism in Kerala: A Study of the Imperatives and Impediments with Focus on
Ecotourism”, Saaransh RKG Journal of Management, Vol. 1, No. 2, Jan. 2010, pp.78-82.

(19) Manoj P K (2015), “Prospects of Eco tourism in Kerala: Evidence from Kumarakom in Kottayam
District” International Journal of Research in Management and Social Science, Vol. 3, Issue 1 (I1), Jan. —
March 2015, pp. 54-59.

(20) Manoj P K (2015), “Employment Generation from Rural Tourism: A Field Study of the Local

Community at Kumbalangi, Kerala”, International Journal of Applied Services Marketing Perspectives
(1JASMP), Vol. 4, No. 4, Oct.-Dec. 2015, pp.1880-1888.

51




International Journal of Research in Management & Social Science -
Volume 6, Issue 2 (111): April - June, 2018 ISSN 2322 - 0899

(21)

(22)

(23)

(24)

(25)

(26)

(27)

(28)
(29)

(30)

(31)
(32)

(33)

(34)
(35)
(36)
(37)
(38)

Manoj P K (2016), “Impact of Rural Tourism on the Environment and Society: Evidence from
Kumbalangi in Kerala, India”, International Journal of Advance Research in Computer Science and
Management Studies (IJARCSMS), Vol. 4, Issue 2, Feb. 2016, pp.148-159.

Manoj P K (2017), “Segmentation Strategy for Promotion of Ecotourism Products: Evidence from
Thenmala Ecotourism”, South Asian Journal of Socio-Political Studies (SAJOSPS), Vol.18, No.1, July-
Dec. 2017, pp.112-119.

Oommen, M. A., (2008), “Reforms and the Kerala Model”, Economic & Political Weekly, Vol. XLIII,
No.2, Jan. 12-18, 2008, pp. 22-25.

Singh, Ratandeep (2008), Tourism Marketing Principles, Policies and Strategies, Kanishka Publishers &
Distributors, Darya Ganj, Delhi — 110 002 (India).

Singh, Sarvjeet (2009) Ecotourism Development Management A.K. Publications, New Delhi

Sudheer, B. (2015), “Economic and Cultural Impact of Responsible Tourism Initiative in Kerala — A Case
Study of Kumarakom Panchayath”, Research Report, Research Sponsored by the University Grants
Commission (UGC), New Delhi. (www.sncollegecherthala.in).

Verma, J. (2007), Dynamics of Indian Tourism Issues & Challenges, Cyber-Tech Publishers, Daryaganj,
New Delhi, First Edition.

ATREE (2006), White Paper on Ecotourism Policy (Draft), April, pp 4-5.

WEF (World Economic Forum) (2015), The Travel & Tourism Competitiveness Report 2015, 91-93 route
de la Capite, CH-1223 Cologny, Geneva, Switzerland.

United Nations World Tourism Organization (UNWTO) (2015), UNWTO Tourism Highlights 2015
Edition, Calle Capitan Haya, 42 28020 Madrid, Spain.

Weaver, D.B. (2001), Ecotourism, John Wiley & Sons: Milton

World Travel & Tourism Council (WTTC) (2015), Economic Impact of Travel & Tourism 2015 Annual
Update, Harlequin Building, 65 Southwark Street, London, SE1 OHR, United Kingdom.

Govt. of Kerala (2014), Kerala Tourism Statistics 2014, Research & Statistics Division, Dept. of
Tourism, Thiruvananthapuram.

Govt. of India (2014), India Tourism Statistics at a Glance 2014, Dept. of Tourism, New Delhi.
Official website of World Tourism Organisation (WTO), www.unwto.org

Official website of World Travel and Tourism Council (WTTC), www.wttc.org

Official website of Kerala Tourism (Government of Kerala), www.keralatourism.org

Official website of Incredible India (Government of India).

52




International Journal of Research in Management & Social Science
Volume 6, Issue 2 (111): April - June, 2018

ISSN 2322 - 0899

IN THE NAME OF ALLAH, THE MOST MERCIFUL AND THE MOST BENEVOLENT: THE
RELEVANCE OF INTEREST FREE ISLAMIC FINANCE TO INDIAN AGRICULTURE SECTOR

Prof. M Suresh Babu' and S Nayamath Basha®
Professor' and Research Scholar®, Department of Management Studies, Sri Venkateswara University, Tirupati

ABSTRACT

India ranks 11th and 12th globally in services and manufacturing sectors respectively, and second in the world
in the agricultural sector. (Business Standard, 2016) It provides employment to 48.9% of Indian workforce. (T.
Anand, 2017) On the other hand, on an average one farmer committed suicide for every 53 minutes in India
between 1997 and 2008. (Dr. P. Deshmukh, 2011) Sarcastically, Punjab state, which is benefited most from the
green revolution, reported 4687 farmers’ suicides between 1995 and 2015.(Dhanunjaya Mahapatra, 2017)
National Crime Records Bureau reported that 2, 474 farmers who have committed suicides out of the studied
3000 farmer suicides in 2015, have the unpaid loans taken from local banks. (Dhanunjaya Mahapatra, 2017)
MS Swaminathan, who is acknowledged as the father of green revolution in India, recommended Islamic
Banking and Finance (IBF) products to stop farmers suicides in India. (The New Indian Express, 2010)
Whether or not IBF is effective in agriculture sector than conventional banking, is the research question of this
paper. To test it two countries are selected viz. India and Pakistan, of which one is based on conventional
banking system and the other is based on IBF principles. Two variables Credit To Agriculture (CTA) and
Agriculture Gross Value Added (AGVA) in terms of local currency units in millions are selected from the
database of Food and Agriculture Organization of United Nations for both the countries. They are converted
into real values by using a deflator, and then logged to make them stationary of less order, and then Granger
causality test is performed. The results evidenced that there is no ganger causality running from agricultural
credit to agricultural gross value added in case of India whereas there exists ganger causality from agricultural
credit to agricultural gross value added in case of Pakistan. Hence, it is concluded that Islamic banking and
finance is relevant to India in bringing long rum causality between CTA and AGVA.

Keywords: Islamic Banking, Agriculture, Relevance to India, LCU in millions

INTRODUCTION

Agriculture used to occupy a big share in India’s GDP in the early days of independence. Over a period of 70
years, Indian economy has slowly transformed itself into a service based economy. According to Ministry of
Statistics and Program Implementation, Government of India report (2017), service sector is the largest sector
with Gross Value Added (GVA) at current prices is estimated at Rs. 73.79 lakh crore in 2016-17 and accounts
for 53.66% of total India's GVA. With GVA of Rs. 39.90 lakh crore, industry sector contributes 29.02% while
agriculture and allied sector has the share of 17.32% with GVA of Rs. 23.82 lakh crore. Still, agriculture sector
provides employment to Indians at a great volume than services and industry sectors. The share of agriculture in
employment was 48.9 per cent of the workforce. (T. Anand, 2017).

Paradoxically, on the other side of the coin, there is a continuous growth in the suicides of farmers due to debt
trap. The number of farmers who have committed suicide since 1997 to 2008 at all India level was 1, 99, 132.
On an average one farmer committed suicide for every 53 minutes in India (Dr. P. Deshmukh, 2011). National
Crime Records Bureau estimated that not less than 200000 farmers committed suicide between the above said
period. (Dr. P. Deshmukh, 2011) In a reply to Supreme Court, the central government said that over 12,000
farmers committed suicide every year since 2013. (Dhanunjaya Mahapatra, 2017). Maharashtra topped the list
with 4,291  suicides, followed by Karnataka with 1,569, Telangana 1,400, Madhya
Pradesh 1,290, Chhattisgarh 954, Andhra Pradesh 916 and Tamil Nadu 606. Ironically, Punjab, which is
benefited most from the green revolution, also presents a depressing picture of farmer’s suicides in India. About
4, 687 farmers’ suicides have been reported from the state of Punjab between 1995 and 2015 of which 1, 334
are from Mansa district alone. (Dhanunjaya Mahapatra, 2017) Monsoon failure, climate change,
high debt burdens, government policies, mental health, personal issues and family problems etc. are the reasons
of farmers’ suicides in India. National Crime Records Bureau indicates that 2474 farmers who have committed
suicides out of the studied 3000 farmer suicides in 2015, the victims have unpaid loans taken from local banks.
(Dhanunjaya Mahapatra, 2017) This is clear enough an indication for drawing correlations between the two.
Added to the wound, inflated prices of agricultural inputs reducing the profits of farmers. For wheat, the cost at
present is three times than it was in 2005. (Dhanunjaya Mahapatra, 2017)

MS Swaminathan, who is known as the father of green revolution in India, while speaking at Karuna Ratna
award presentation function, said “The exorbitant lending rates charged by money lenders in Vidarbha had
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created a vicious cycle of debt and suicide in the region. Even yesterday we heard news about 30 farmers who
committed suicide in Vidarbha. Islamic banking, which propagates zero interest lending, could hold the key to
solve this crisis”. (The New Indian Express, 2010)

NEED OF ISLAMIC FINANCE TO AGRICULTURE SECTOR

Though there are numerous reasons for farmers’ suicides, one of the major reasons is the debt based loan taken
by farmers and unable to pay even the principal amount. Salam, an Islamic finance product, is developed to
meet the needs of the farmers. In Salam, a farmer agrees to supply specific goods (agricultural output) to the
buyer (Islamic Bank) at a future date in exchange of an advanced price fully paid to the farmer at spot. Salam is
exceptionally good in meeting the needs and requirements of small farmers who need finance for growing their
crops and to feed their families till the time of harvest. Salam is beneficial to the seller as he receives the price
in advance and it is beneficial to the buyer also as normally the price in salam is lower than the price in spot
sale. There are two ways of using salam for the purpose of financing. After purchasing a commodity by way of
salam, the bank can sell it through a parallel contract of salam for the same date of delivery. The difference
between the two prices shall be the profit earned by the institution. The shorter the period of salam, higher the
price and the greater the profit. In this way, banks can manage their short term financing portfolios. The second
option before the bank is to obtain a unilateral promise to purchase from a third party and it is not required that
the third party has to pay any amount to the bank for this promise. When the institution receives the commaodity,
it can sell it at a pre-determined price to a third party according to the terms of the promise. Some of the risks
that are present in salam financing for banks are as follows:

Table-1: Risk Mitigation in Salam Contract by Islamic Banks

Type of Risk How to minimize?
1. Delivery Risk: The customer delays | e Wait until the goods are available.
the delivery of goods e Cancel the contract and recover the salam price

e Agree on the replacement of goods provided the market value
of the replaced goods does not exceed the market value of the
original salam subject-matter

Reject delivery

Accept it at a discounted price.

Parallel Salam

Find a third party and obtain the promise to purchase

2. Quality Risk: The customer delivers
defected / inferior goods.

3. Price Risk: The market price of
goods decreases after Islamic bank
enters a Salam agreement.

4. Storage Risk: Goods received by the Obtain takaful (insurance) coverage for salam goods
bank from the farmer remain a risk | ¢« Minimize the time period between the acceptance of delivery
until sold to the ultimate purchaser. and delivery to the ultimate purchaser.

RESEARCH QUESTIONS

No doubt, the government, through banks, is trying to provide loans to farmers to strengthen the agriculture
sector. But, is there any correlation between Credit To Agriculture (CTA) and Agriculture Gross Value Added
(AGVA) in India? If so, is it positive or negative? Whether CTA granger causes AGVA in India or not? As
mentioned above, many experts are of the opinion that Islamic banking and finance can be a solution to solve
agriculture sector problems of India. But India is not offering loans to farmers based on IBF principles. But
Pakistan is doing so. Hence, the same set of research questions are tested for Pakistan’s agriculture sector.

RESEARCH METHODOLOGY

The source of data is the Food and Agriculture Organization of United Nations which provides free access to
food and agriculture data of 245 countries and territories and covers all FAO regional groupings from 1961 to
most recent year. Annual Credit to Agriculture (CTA) and Agriculture Gross Value Added (AGVA) in millions
of local currency units are the variables considered for the study. Agriculture deflator is used to convert the
data into real data. Based on the availability of data, the period of study is 1996 to 2014 in case of India and
1994 to 2014 in case of Pakistan.

DATA ANALYSIS AND INTERPRETATION

The Karl Pearson’s correlation coefficient (r) between CTA and AGVA in nominal values in case of India and
Pakistan are computed. However, real values are more reliable than nominal; hence they are converted into real
values. Log series of a variable has more chances of making the series stationary at level or at first level. Hence,
both the variable series are converted into log series. Correlation coefficient is computed for real as well as log
real data. The following table shows the correlation coefficient between nominal, real and log of real series data
related to CTA and AGVA.
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Table-2: Correlation between different forms of CTA and AGVA for India and Pakistan

S. No. | Correlation Coefficient between India Pakistan
1 CTA and AGVA 0.86 0.94
2 RCTA and RAGVA 0.64 0.75
3 LRCTA and LRAGVA 0.81 0.79

From the table, it can be inferred that in case of both the countries there exists a positive and high correlation
coefficient. However, it is more in case of Pakistan than India. But log series correlation coefficient is slightly
higher in case of India than Pakistan.

It is of interest to know whether there is any cause and effect relationship between these variables in these
countries. It can be assessed by using granger causality test. To apply this test, at the very first, it is to be
determined whether the variables’ series are stationarity or not? If all the variables are stationary at level i.e. of
order | (0), simple regression is used. If all the variables are stationary at same level, Johansen co-integration
test is performed in order to trace long run equilibrium between the variables of study. If co-integration is
found, Error Correction Model (one dependent and one independent variable) and Vector Error Correction
Model (one dependent and more than one independent variable) are used to check for granger causality. If there
iS no co-integration, then either Unrestricted Vector Auto Regression Model (Unrestricted VAR) or Granger
Causality test are used. There is one more test called Toda and Yamamoto Test which is used when the
variables are of different orders i.e. 1 (0), I (1) and I (2).

TESTING CAUSALITY FROM LRCTA TO LRAGVA IN CASE OF INDIA (LRCTA +RAGA)
This can be tested by using the three step procedure where first step is to test the stationarity of LRCTA and
LRAGVA series, the second step is to test for co-integration of LRCTA and LRAGVA series, and the third step
is to test for causality by using Error Correction Model (ECM). Residual tests are the supplement to third step
which are performed to establish the authenticity of the model used.

1. Testing for Stationarity of LRCTA and LRAGVA Series: ADF, PP and KPSS tests are applied to know
the level of stationarity of both the series. The results obtained are tabulated below which clearly indicate
that both the series are integrated at I (1) i.e. they become stationary after first difference.

Table-3: Results of Unit Root Tests of LRCTA and LRAGVA series of India

LRCTA Series LRAGVA Series
Test Conclusion @5% Test Conclusion @5%
ADF Test LRCTA is I(1) ADF Test RCTAis I(1)
PP Test LRCTA is I(1) PP Test RCTA s I(1)
KPSSTest | LRCTAs I(1) KPSS Test RCTAIs I(1)
Conclusion: LRCTA is I(1) Conclusion: RAGVA is I(1)

2. Testing for Co-integration of LRCTA and LRAGVA Series: As both the series are of order | (1),
Johansen co-integration test is performed to know whether there exists any long run equilibrium between
LRCTA and LRAGVA or not. Johansen co-integration test gives output in terms of two tests i.e. (1) Trace
test and (2) Maximum Eigen values test. The results obtained are tabulated below for an optimal lag of 4.

Table-4: Unrestricted Co-integration Rank Test (Trace) for India
Hypothesized No. of CE(s) Eigen Value | Trace Statistic | 0.05 Critical Value Prob.

None 0.8055 35.23 15.49 0.0000
At most 1 0.5848 12.30 3.84 0.0005

Conclusion: Trace Test indicates 2 co-integrating equations @ 5% level

Table-5: Unrestricted Co-integration Rank Test (Maximum Eigen Values) for India
Hypothesized No. of CE(s) | Eigen Value | Max Eigen Statistic | 0.05 Critical Value | Prob.

None 0.8055 22.92 14.26 0.0017
At most 1 0.5848 12.30 3.84 0.0005
Conclusion: Max Eigen Values Test indicates 2 co-integrating equations @ 5% level

Both the tests indicate that there is co-integration between LRCTA and LRAGVA in case of India. Hence, it can
be inferred that LRCTA and LRAGVA may have long run relationship. To cross check and confirm and to
identify cause and effect relationship between the variables, ECM is used.
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3. Testing for Causality by using Error Correction Model (ECM): Before applying it, it is to be verified
that whether ECM is spurious or not. If R> < DW Statistic, the model is non-spurious and can be used for
further analysis. The results are given in table — 6 which show that R* < DW statistic, thus, the model is non-
spurious.

Table-6: Checking for Non-spuriousness of ECM

Dependent Variable: LRAGVA
Variable Coefficient Probability
C 10.47 0.0000
LRCTA 0.108 0.0000

R? = 0.66
DW Stat = 0.68

Error Correction Model is applied to estimate the equation by taking DLRAGVA as dependent variable and
DLRCTA as independent variable with DU as error correction term. The decision criteria is that the negative
and significant (probability < 5%) coefficient of DU proves long run cause and effect relationship between the
variables and significant and significant (probability < 5%) coefficient of DLRCTA proves short run causality

between the two variables. The results of ECM are given below.
Table-7: Result of ECM

Dependent Variable = D(LRAGVA)
Variable Coefficient Probability
C -1.31le-17 0.58
DLRCTA 0.108 0.00

DU 1.00 0.00

From the table, the model has identified short run granger causality between DLRCTA and DLRAGVA in case
of India. However, the model failed to identify long run granger causality between DLRCTA and DLRAGVA.

RESIDUAL DIAGNOSTIC TESTS

o Serial Correlation: Breusch — Godfrey Serial Correlation LM Test is applied to know whether the data is
suffering from serial correlation or not. The output of the test is that observed R? = 0. 45 and Prob (y°) =
0.1026. As probability (x?) > 0.05, there is no serial correlation in the data.

e Normality: Histogram normality test is applied to know whether the data is normally distributed normally or
not. The output of the test is that Jarque — Bera = 0.88 and probability = 0.64. As the probability > 0.05,
there exists normality in the data.

o Heteroskedasticity: Breusch — Pagan — Godfrey heteroskedasticity test is applied to know whether there
exists unequal variance in the distribution of error term or not. The output of the test is that F- Stat = 0.32
and Probability of F(2,15) = 0.72. As the probability > 0.05, the data is free from heteroskedasticity.

TESTING CAUSALITY FROM LRAGVA TO LRCTA IN CASE OF INDIA (LRAGVA—> LRCTA)
This can be tested by using the same three step procedure as mentioned above. However, the results are same
for the first, second and initial part of the third step i.e. both the series are of 1(1) order, there are two co-
integration equations, and the model is non-spurious as R? < DW Statistic. Only the second part of the third step
changes where ECM is applied to estimate equation by taking LRCTA as dependent variable and LRAGVA as
independent variable. The results of ECM are tabulated below.

Table-8: Results of ECM

Dependent Variable = D(LRCTA)
Variable Coefficient Probability
C 1.83e-16 0.42
DLRAGVA 9.22 0.00

DU -9.22 0.00

It is evident from the table that there exists short run granger causality from DLRAGVA to DLRCTA since the
prob < 0.05 for DLRAGVA. Moreover, there exists long run granger causality from DLRAGVA to DLRCTA
since DU coefficient is negative and significant i.e. its probability < 0.05.
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RESIDUAL DIAGNOSTIC TESTS
e Serial Correlation: Breusch — Godfrey Serial Correlation LM Test has produced the result with prob (x?) =
0.23. As probability (x°) > 0.05, there is no serial correlation in the data.

e Normality: Histogram normality test found to have Jarque — Bera = 0.78 and probability = 0.67. As the
probability > 0.05, there exists normality in the data.

o Heteroskedasticity: Breusch — Pagan — Godfrey heteroskedasticity test produced the output as F- Stat =
0.30 and probability of F (2, 15) = 0.74. As the probability > 0.05, the data is free from heteroskedasticity.

TESTING CAUSALITY IN CASE OF PAKISTAN

Causality can be tested in case of Islamic banking and finance country i.e. Pakistan in the same way. However,
the choice of the techniques differs based on the level of integration of variables and existence or nonexistence
of co-integration between the variables.

1. Testing for Stationarity of Pakistan’s LRCTA and LRAGVA Series: ADF, PP and KPSS tests are
applied to know the level of stationarity of both the series. The results obtained are tabulated below which
clearly indicate that LRCTA is of order 1(2) and LRAGVA is of order I(1)i.e. they become stationary after
second and first differences respectively.

Table-9: Results of Unit Root Tests of LRCTA and LRAGVA series of Pakistan

LRCTA Series LRAGVA Series
Test Conclusion @5% Test Conclusion @5%
ADF Test LRCTA s 1(2) ADF Test RCTAIis (1)
e | werasig || JETEL | REAR
KPSS Test LRCTA s 1(1)
Conclusion: LRCTA is 1(2) Conclusion: LRAGVA is I(1)

As the variables are of different order, Johansen co-integration test can’t be used. In this case, either
Autoregressive models or Toda and Yamamoto test can be used to test the causality. In this paper, Toda and
Yamamoto model is applied to know the causality between LRCTA and LRAGVA series of Pakistan.

2. Toda and Yamamoto Model of Causality

Toda and Yamamoto (1995) propose an interesting yet simple procedure requiring the estimation of an
augmented VAR which guarantees the asymptotic distribution of the Wald statistic (an asymptotic x*
distribution). Two steps are involved in applying this procedure. First step involves finding dpax i.e. maximum
order of integration among the variables and optimal lag length (m). Maximum order is 2 for this model as
highest order is 1(2) for LRCTA series. To apply Toda and Yamamoto model, optimal lag must be greater than
dmax. The second step is to apply VAR Granger Causality / Block Erogeneity Wald Test to trace out the
causality.

2.1. Determination of Optimal Lag
Different lag length criteria are selected to find out the optimal lag. When the lag length criteria selected is 4,
the optimal lag of the model is 4 as per FPE, AIC and HQ criteria as tabulated below.

Table-10: Optimal Lag Length Selection
Lag | LogL LR FPE AIC SIC HQ

57.86 NA 4.80e-06 | 657 | -6.47 | -6.56
7612 | 30.08% | 9.02e-07 | -8.25 | -7.95% | -8.22

512 | 9.62¢07 | -821 | -7.72 | -8.16
7982 | 498 | 1.00e-06 | -824 | -755 | -8.17
84.06 | 6.58 | 8.06e-07* | -8.59% | -7.71 | -8.50*

91.05
(*indicates lag order selected by the criterion)

2.2. The VAR Granger Causality / Block Exogeneity Wald Test
This test is applied to know the causality. As the optimal lag is 4, and dma.x = 2, model equation is estimated with
4 lags plus another 2 extra lags of dmax. The results are given below.

A OWDNELO
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Table-11: VAR Granger Causality / Block Exogeneity Wald Test

Dependent Varlable LRAGVA Dependent Varlable LRCTA
Excluded Y dof Prob. Excluded Y dof Prob.
LRCTA 20.49 4 0.0004 LRAGVA 26.45 4 0.0000

All 20.49 4 0.0004 All 26.45 4 0.0000

As the probability of LRCTA < 5%, LRCTA granger causes LRAGVA in case of Pakistan. Similarly, the
probability of LRAGVA < 5%, LRAGVA granger causes LRCTA. It means there is bidirectional causality
between LRCTA and LRAGVA in case of Pakistan.

RESIDUAL DIAGNOSTIC TESTS

e Normality: The data is diagnosed to know whether it is distributed normally or not. Skewness, Kurtosis and
Jarque — Bera are computed to assess the normality. When the joint probability is greater than 0.05, it is
inferred that the distribution is normal. All the joint probabilities are > 0.05, the data is normally distributed.

Table-12: VAR Residual Normality Tests with Cholesky (Lutkepohl) Orthogonalization

Component | Skewness r dof Prob.
1 -0.37 0.34 1 0.55

2 -0.34 0.30 1 0.58

Joint 0.64 2 0.72
Component | Kurtosis r dof Prob.
1 2.77 0.03 1 0.86

2 2.00 0.62 1 0.42

Joint 0.65 2 0.72
Component Jarque — Bera dof Prob.
1 0.37 2 0.82

2 0.92 2 0.62

Joint 4 0.86

o Serial Correlation: VAR residual serial correlation LM test is used to test the existence of serial correlation
in the data and the result shows that there is no serial correlation (probability > 5%) in the data up to 3 lags
and there is a serial correlation with 4 lag (probability < 5%) of the variable and there is no serial correlation
from fifth lag onwards.

Table-13: VAR Residual Serial Correlation LM Test
Lags 1 2 3 4 5 6 7 8 9 10
LM Stat | 2.89 | 2.27 4.27 10.42 5.93 0.31 4.43 3.75 8.92 0.28
Prob. 0.57 | 0.68 0.36 0.03 0.20 0.98 0.35 0.43 0.06 0.99
(Probabilities are from y*with 4 dof)

MAJOR FINDINGS
The findings of the study are given below.

o In case of India(Interest based banking system)

1. In long run, DLRCTA does not ganger cause DLRAGVA but DLRAGVA granger causes DLRCTA i.e.
there is unidirectional causality from DLRAGVA to DLRCTA

2. Inshort run there is bidirectional causality between DLRCTA and DLRAGVA
o In case of Pakistan (Interest free Islamic banking system)

1. There is bidirectional causality between DLRCTA and DLRAGVA as per Toda and Yamamoto model
which doesn’t distinguish between short and long runs and considers the both.

CONCLUSION

In this paper an attempt is made to know whether Islamic banking is relevant to Indian agriculture sector or not.
The approach adopted is to assess whether agriculture credit causes agriculture gross value added or not. If it
has not caused, the currently practiced banking and finance system is irrelevant in bringing long run causality. If
the agriculture credit causes agriculture gross value added in case of Pakistan which is based on Islamic banking
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and finance principles, then it is effective in bringing long run causality in Pakistan, hence assumed to relevant
to India. In case of India, the study found that though there is short run bidirectional causality between credit to
agriculture and agriculture gross value added; there is a unidirectional causality in long run from agriculture
value added to agriculture credit. The most needed is the long run causality between credit to agriculture and
agriculture gross value added, not proved in case of India. Pakistan has bidirectional causality between credit to
agriculture and agriculture gross value added in long and short runs combined together. Hence, it is concluded
that interest free Islamic banking is effective in bringing long run granger causality from CTA to AGVA, which
interest based banking failed to establish in India. Thus, interest free Islamic banking is superior to conventional
banking in bringing long run causality. Hence, Islamic banking is relevant to India in agriculture sector.
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