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Abstract

Remittances to India are money transfers from non-resident Indians employed outside the
country to family, friends or relatives residing in India. India is the world's top receiver of
remittances, claiming more than 12% of the world's remittances in 2015. Remittances to India
stood at US$68.968 billion in 2017 and India, indeed, has overtaken Mexico to become the
world’s foremost remittance destination.In times of crisis, whether natural or man-made,
migrants tend to send more money to their families to help them survive or recover, whereas
foreign investment and lending tend to dry up. The main objective this study was to understand

the concept of remittance market in India.
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Introduction

The Indian economy is diverse and encompasses agriculture, handicrafts, manufacturing, textile,
and a multitude of services. Although two-thirds of the Indian workforce still earn theirlivelihood
directly or indirectly through agriculture, service sector is a growing one and are playan
increasingly important role of India’s economy. The advent of the digital age, and the
largenumber of young and educated populace is gradually transforming India as animportant
back officedestination for global companies for the outsourcing oftheir customer services and
technical support. India is a major exporter of highly talentedworkforce in software and financial
services, and software engineering.

The question that begs for an elaboration is that is high growth and inflows of FDI solve

structural imbalance of Indian economy and will it succeed in improving the lot of bottom
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section of the Indian economy, which are living in abysmally poor socio-economic conditions in
the countryside. The employment elasticity in the agriculture and industrial sector has gone down
in the post-reform period, therefore, the creation of employment opportunities will be a gigantic
task for the policy makers. FDI has come in the most capital-intensive sectors; therefore, the
required employment opportunities could not be created especially for the manual and the semi-
skilled labour. High skilled workforce gained substantially. That is why high growth is called
urban centric and thus has developed a wedge between the urban and rural economy. There is
urgent need to fill this void. The process of Policymaking has matured in the democratic Indian
polity since the independence. It is thus predicted that the growing problems will receive mature
response and policy will be articulated in such a way to use FDI the way China has used to
enhance economic growth while taking more and more investment to industrialize the rural
sector of the Indian economy.

Figure 1:FDI investment route
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Foreign direct investment in India

As the third-largest economy in the world in PPP terms, India is a preferred destination for
foreign direct investments (FDI); India has strengths in information technology and other
important areas such as auto components, apparels, chemicals, pharmaceuticals, jewellery and so
on. Although India has always held promise for global investors, but its rigid FDI policies were a

significant hindrance in this context. However, as a result of a series of ambitious and positive

Homepage: http://fmraonline.com, Email: jmraeditor@gmail.com Page 343




WE Pug,

Meena Kumatri et. al., Journal of Management Research and Analysis (JMRA)

Available online at http://jmraonline.com
ISSN: 2394-2770, Impact Factor: 4.878, Volume 05 Issue 03, September2018, Pages:292-305

o
o~
)

b

IM\;O
Jund

i

s

i

economic reforms aimed at deregulating the economy and stimulating foreign investment, India
has positioned(projected) itself as one of the front-runners in Asia Pacific Region. India has a
large pool of skilled managerial and technical expertise. The size of the middle-class population
at 300 million exceeds the population of both the US and the EU, and represents a powerful
consumer market.

Figure 2- Foreign direct investment inflows to India

Foreign direct investment inflows to India
$65 billion

‘04 '05 '06 '07 ‘08 '09 10 11 12 13 14 15 16 17

Source: DIPP

India's recently liberalised FDI policy permits up to a 100% FDI stake in ventures. Industrial
policy reforms have substantially reduced industrial licensing requirements, removed restrictions
on expansion and facilitated easy access to foreign technology and FDI inflows increased over
the years in Indian economy . A number of changes were approved on the FDI policy to remove
the cap in most of the sectors. Restrictions will be relaxed in sectors as diverse as civil aviation,
construction development, industrial parks, commodity exchanges, petroleum and natural gas,
credit-information services, Mining and so on. But this still leaves an unfinished agenda of

permitting greater foreign investment in politically sensitive areas like insurance and retailing.
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Figure 3: Sector Attracting Highest FDI Inflow
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India is a major exporter of highly talentedworkforce in software and financial services, and
software engineering.Thus the service sector attracted the highest FDI inflow.Indian Government
has a key role to play as far as investment laws are concerned. In this regard it is noteworthy to
highlight some of the positive reforms that have brought a positive growth in the Indian economy
in terms of GDP growth.

1. Govt. has removed 10% voting limit in banks.

2. Higher ceiling in FDI in airport revamp ventures and real estate investment.

3. Revisit foreign shareholding norms in telecom is welcome change.

4. Removal of unwarranted restrictions on hindrances to foreign investments has exceptionally
increased FDI in India.

5. Govt. of India has already allowed FDI up to 51% with prior government approval in the retail

trade of "single brand" products.
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Remittance Flows to India

Remittances to India are money transfers from non-resident Indians (NRIs) employed outside the

country to family, friends or relatives residing in India. India is the world's leading receiver
of remittances, claiming more than 12% of the world's remittances in 2015. Remittances to India
stood at US$68.91 billion in 2015, accounting for over 4% of the country's GDP. As per

the Ministry of Overseas Indian Affairs (MOIA), remittance is received from the approximately

25 million members of the Indian diaspora. India, while retaining its top spot as the world's

largest remittance recipient, led the decline with remittance inflows amounting to $62.7 billion
last year, a decrease of 8.9 per cent over $68.9 billion in 2015. A total of US$8.476 billion was

made in remittances by foreign workers in India to their home countries.

Figure 5 : Remittances by foreign workers in India to their home countries
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Under the Foreign Exchange Management Act (FEMA) of 1999, Non Resident Indians (NRIs)

and Persons of Indian Origin (P10s) can open and maintain three types of accounts namely, Non-

Resident Ordinary Rupee Account (NRO Account), Non-Resident (External) Rupee Account
(NRE Account) and Foreign Currency Non Resident (Bank) Account - FCNR (B) Account.
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Money is sent to India either electronically (for example, by SWIFT) or by demand draft. In
recent years many banks are offering money transfers and this has grown into a huge business.
Around 40% of the India's remittances flow to the states of Kerala, Tamil Nadu, Punjab and
Uttar Pradesh which are among the top international remittance-dependent economies of the

world.

Figure 6: Share of remittance by channels
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In recent years a lot of Indian Immigrants abroad have started using online money transfer
services to send money from overseas to India. A lot of Online and mobile companies have come
up in recent years that have facilitated the transition to online remittances. Even some Indian

banks have started offering such services in over last few years.

A study, by Reserve Bank of India revealed 30.8% of total foreign remittances was from West
Asia, compared to 29.4% from North America and 19.5% from Europe.
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Figure 3- SWOT Analysis -Remittance industry India

Strength
Large pool of migrant workers abroad

Evolved legal framework for payment
systems and instruments

Deep reach of MTO agents in both rural and
urban centers through use of post offices

Co-operative initiatives by Indian Banking
Association (IBA) to increase and make
more efficient electronic clearing systems

Stable FX rates and high interest rates
encouraging remittance

Opportunity

Mobile remittances

Lower transaction costs in payment
corridors through ACH linking

Potential to grow in unbanked and
rural population

Synergies with adjacent South Asian
market

Conclusion

Weakness

Impact of exclusivity agreements
among agents and Banks/MTOs

Weaker global demand for guest
workers

Non standardized guidelines for
governance and risk mitigation for
MTOs

Lack of banking access to migrant workers
and tedious application procedures

Threats

Failure to comply with tougher
AML/FATF laws and stringent KYC norms

Agents assuming credit and liquidity
risks as they disburse funds to the
beneficiary before they receive the
necessary funds

lack of awareness about financial
products, self-exclusion from the formal
financial institution

The Indian payment remittance industry needs to strive for more transparent system which

protects the customer and needs to be supported by a sound legal and regulatory framework

which ensures an equal competitive play for all new entrants. Continuous investments in IT

infrastructure to strengthen payment systems are also necessary as well as effective risk

mitigation responses for liquidity and credit risks. As far as opportunities go, in a country where

20% of the population remains unbanked and has an extremely large Indian diaspora with strong

ties to their homeland, we have barely scratched the surface in terms of what we can do with

deeper reach through mobile remittances and other breakthrough service models.
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