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ABSTRACT

Microfinance has been able to serve the poorest of the poor across the world. It is believed that
microfinance has been responsible for poverty elevation, promote economic development, generate
employment, propel saving and growth and support micro-business and micro-entrepreneurs. The
Grameen Bank of Bangladesh as an institution has played a pivotal role in popularizing the concept of
micro-financing across the world especially in the developing countries, to such an extent that it has
become the ‘model’ to copy.

The only disturbing factor in micro-financing is the element of ‘interest’. If only interest could be
eliminated, it will bring down the burden on the borrower to that extend. The saving that the borrower
could make can add to his ‘savings’ and be more fruitful.

The concept of ‘interest free micro finance’ is an attempt towards this idea. There are many hurdles
and oppositions in implementing the idea in practice, but that is bound to be, as it is always with
something new before it is accepted. Slowly but steadily the idea will grow, this is the beginning.

Keywords: Microfinance; Interest Free Micro-Finance; Sustainability

INTRODUCTION

Napoleon Bonaparte said “There are but two powers in the world, the sword and the mind. In the long
run the sword is always beaten by the mind. ” This is very true; the only necessity is to apply the mind
in the right direction towards fulfilling not only individual dreams but the dreams of the masses.

Dr. Muhammad Yunus, microcredit pioneer states that “despite having being unsure if my model of
microfinance would work and be successful or not, | was never afraid of failure. | jumped at what | felt
was right. The whole world was telling me that it won’t work. It’s a utopian idea; it won’t survive
long. But I didn’t listen to them. I listened to myself. That I think is very important. And | stayed on
my course.” Dr. Yunus did not give-up and went on to establish the now famous Grameen Bank of
Bangaladesh which is replicated the world over.

Concept of Interest free Microfinance: Microfinance probably started long back then recorded history.
In terms of the present era it can be traced back to 1848 in Germany and from there it spread across the
European countries, North America, Indonesia and Latin America. It was in 1970 that it was
resurrected and took roots in the Asian Continent in Bangladesh under the pioneering ‘banker to the
poor’ Prof. Muhammad Yunus and from there it spread across the world to be embraced by one and
all.

In 2001 yet another person reinvented the concept of microfinance. Dr. Amjad Saqib founder of the
Akhuwat an interest free lending institution in Pakistan was set-up with a small lending of Pk. Rs.
10000/ to widowed woman with guarantee from a group she formed under his advice. The idea is now
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a running enterprise which has disbursed PKR 5.3 billion to 350000 poor families in Pakistan. The late
Dr. Malcolm Harper, a veteran in the field of microenterprises and microfinance promotion has said,
“Akhuwat was doing for conventional microfinance what Professor Muhammad Yunus had done for
conventional banking in the late 1970s it was showing that things could be done differently, and that
the ‘accepted wisdom’ could be challenged”

There is a need to re-look into making the interest free micro-financing system more vibrant by
forming small groups among family members and friends. The objective is that more and more people
‘pool’ in their idle resources for individual and collective benefits. It is not a new concept. It is being
practice at different level by different groups across the world, but in an informal way. The need is to
formalize it and bring it to the center stage. It may seem to be impossible, but there are various
avenues which can be explored to do so. This paper is an attempt to take such a lead.

OBJECTIVES

1. Initiating among the readers the alternate to ‘interest’

2. Present a micro working model of interest free micro financing.

3. Creating interest among the readers to form their micro financing society.
Exploring the Concept

¢ \Who needs microfinance and why: It is basically for the poor who are out of the accessibility
of formal banking system, but need financial support in small dose to overcome their hurdles.
This need could be varied, like fulfilling personal or family needs, for starting micro business,
to overcome natural disasters etc.

e What is wrong with the present microfinance system: As microfinance aims to help the
deprived and pull them up from under the line of poverty, then the only element that disturbs
the concept is ‘interest’. If the element of interest is done away with, it will lessen the burden
on the already ‘deprived’ borrower.

There can be micro lending without interest, therefore thinking of creating a microfinance system
without ‘interest’. Everyone says it is non workable, but let me follow the advice of Dr. Muhammad
Yunus, stay on the course and also initiate others also to follow.

LIMITATIONS

1. Interest Free Concept is not universal and there is need to extensively popularize it before it
becomes an alternate to “interest”.

2. The model presented in the study in theory may have number of loop-holes which need to be
plugged at the implementation stage.

The Model: Interest Free SHG Microfinance

Instead of the normal procedure of forming SHG and approaching micro-financing institutions for
loans, we deviate here. The SHG needs to initiate the process of pulling in their financial (savings) and
human resources together and building upon them. In the beginning the financial resources will seem
to be minuscule but as the days and months go by the ‘pool’ will grow".

Ilustrative Example: Let us assume there are 20 members contributing Rs10 every day, which means
monthly contribution of Rs. 300/ per member which pooled together is Rs.6000/-. Loans upto Rs.
3000/ are given per person at the end of 15 days collection and the repayment in ten months, with a
daily collection of Rs.10/.
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Membership Collection and Loan Disbursement Chart

Table 1.

Collection Primary Repayment Total Loan Disbursement | Balance
15 Day | Contributio | of Loanin | Collection | at the interval of 15 in
Interval | nin Rupees Rupees in Rupees days in Rupees Rupees

1 3000 - 3000 3000 (L1)
2 3000 150 3150 3000 (L2) 150
3 3000 300 3300 3000 (L3) 450
4 3000 450 3450 3000 (L4) 900
5 3000 600 3600 3000 (L5) 1500
6 3000 750 3750 3000 (L6) 2250
7 3000 900 3900 3000 (L7) 3150
8 3000 1050 4050 3000 (L8) 1200
3000 (L9)

From the above chart it is clear that the compounding factor will help to grow the SHG’s financial
strength over the period.

Guideline to Set the Interest Free SHG
Aims and Objectives:
The formal objectives of the Fund include the following:
1. To alleviate poverty.
2. To help to lay the foundations of community cohesion and peace building

3. To issue loans without charge of interest to entrepreneurs who want to start up a business or to
sustain or to expand an existing business or to individuals seeking loans to fund personal
education or training or acquisition of tools or goods for business; priority being given to
those who cannot otherwise secure funds but whom the Trust’s officers judge to be sound
business propositions.

To provide advice, information and signposting to potential and existing borrowers.
To coordinate efforts with other micro-finance organizations providing funds.
To develop interest free financial mechanism

To inculcate the universal brotherhood and the spirit of mutual co-operation

© N o a &

To extend interest free financial help for emergencies and contingencies.
9. Under no circumstances charge interest
Membership
i.  Entrance: Define who can become a member in the SHG.
ii.  Fees: Keep an Entrance Fees which shall be part of Corpus Fund
iii.  Termination
a) Voluntary: The member has all right to withdraw membership at will.
b) Compulsory: Identify the grounds.
Member’s Share Contribution

i.  Fix the daily/weekly/monthly contribution which shall be the minimum contribution every
member has to pay
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ii.  Member’s Share Contribution will be divided into two parts:

a) Corpus Fund: Fix the Corpus Fund Contribution from members which shall be payable only
on withdrawal/termination of membership.

b) Current Account: Subsequent shall accumulate in the Current Account of the member.
Working Committee Council:

1. Few honest, sincere, active and social persons may form the “advisory committee” which may
consist of: 1. Director, 2. President, 3. Vice-president, 4. Sharia advisor, 5. In charge, 6.
Secretary, 7. Joint Secretary, 8. Special advisor, 9. Advisor.

2. The number of office bearers may be increased or decreased depending upon the size of the
SHG.

The decision taken by the working committee is final.

4. The members of the working committee must meet every month to discuss the matters and
take decisions.

5. If required, there can be emergency meetings too.
6. During the meeting, the members can raise the points and ask for the explanation.
7. The working committee is selected for a period of five years.

Working System:

1. Every member must give daily/monthly contribution fixed by them mutually. (The amount
may be Rs.10/100 onwards)

2. The amount deposited will not bear any interest.
3. Secretary can collect the contributions and maintain the records properly.

4. The amount collected is to be disbursed as interest free loan totally at interval of week or
month. No cash balance should be kept.

5. The interest free loan is given on the basis of seniority, priority, emergency (like accident,
illness, natural calamities etc.). This decision is taken by the Working Committee Council.

6. The member having no loans dues will have the priority in getting loan.

7. The member can get interest free loan maximum to the extent of double the amount of his
monthly deposits.

8. The amount of interest free loan can be increased depending upon the availability of funds.
Interest free loan:
a. To Members:
The interest free loan can be given to the members on the basis of the followings.
1. The member should not have any dues from the society.
2. He should apply for the loan in writing.
3. The guarantor must sign the application form.
4. Two more members should also sign the application form.
b. To Non-Members:
The loans to non-members can be extended on the same lines.
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1. The member should not have any dues from the society.
2. He should apply for the loan in writing.
3. The guarantor must sign the application form.
4. Two more members should also sign the application form.
Emergency Loan

A member can apply for emergency loan giving reasons for the same. The powers to sanctions the
same shall rest with the Governing Body. Such loan can be given out of turn. In case funds are not
sufficient in the bank’s current account, the Governing Body can use its discretion to sanction the loan
from the Corpus Fund to meet the demand. It shall be the responsibility of the Office Bearer to restore
the deficit of the Corpus Fund at the earliest.

Recovery of interest free loan:
1. The loan should be refunded in the number of instaliments agreed upon.
In case of default the recovery of the loan is done as under.
50% is the responsibility of the guarantor
20% is the responsibility of the other member who has signed the application

Another 20% is the responsibility of the another member who has signed the application

o o~

Remaining 10% is to be paid by the society form its own income.
The expenses of the society:

1. When the members apply for the loan, they are required to pay per month 10 paisa per hundred
rupees or one rupee per thousand rupees.

2. The expenses of the society such as maintenance of books of accounts, honorarium to some of
the office bearers etc. are met out of these collections.

Surplus or deficit:

1. The society must have minimum of the amount equal to the deposit amount of one member. If
the balance is less than that, the difference is considered as the deficit and if the amount is
more than the deposit of one member, it is considered as surplus.

2. In case of deficit, the amount is distributed to all the members equally.
CONCLUSION

Starting an Interest Free SHG is not a problem; it is the sustainability that is important in the long run.
In general sustainability in simple terms refers to the long-term continuation of the program. It entails
that appropriate systems and processes have been put in place that will enable the services to be
available on a continuous basis in a routine manner. These systems and processes should be
customized as per requirement. This also would mean that the program would meet the needs of the
members through resources raised on their own strength, either from among themselves or from
external sources.

Care need to be taken to be transparent at every level of functioning. This will bring in cohesiveness
among the group and difference as and when they crop up will be ironed amicably.

Hopefully forming and functioning of such interest free SHG in the society will create self-sufficient
vibrant groups which will elevate people from the realms of poverty and push them towards
prosperity.

VOL. 1, ISSUE 6 (June 2014) 5 Online ISSN 2347-7563



Sai Om Journal of Commerce & Management

A Peer Reviewed National Journal

REFERENCES

1.

Dr. Abdul Azim Islah, 2001, Obstacles in the way of Islamic banking and finance in India; Islamic
Economics Research Center, KAU, Jeddah, KSA

Omar Khan; March 2004; A Proposed Introduction of Islamic Banks in India; International Journal
of Islamic Financial Services Vol. 5 No.4

Ana Carrie; 2001; How Interest-free Banking Works: The Case of JAK:

D.G. Bokare; June 1997;Merits and Demerits of Islamic Banking:, Islamic Voice, Volll-06
No0.125.

Devinder Sharma; 2010; RBI wakes to the errant ways of micro finance;
http://economictimes.indiatimes.com ; 18 Feb. 2010

NABARD, 2001. “2000-2001: NABARD and Microfinance”, National Bank for Agriculture and
Rural Development (NABARD) Microcredit Innovations Department.

Anu Muhammed; Grameen and Microcredit: A Tale of Corporate Success;, Dept. of Economics,
Jahangirnagar University, Dhaka http://www.indiaenvironmentportal.org.

Dr. Siraj Chougle & Dr. Abdul Majid; 2009; Micro Entrepreneurship, Micro Finance & Micro
Marketing — A Trilogy to Escape Recessive Trend,

Dr. Siraj Chougle &Dr. Abdul Majid ; 2011; Microfinance in India — An Evaluation -
Understanding the Past & the Present, Evolving for the Future,

10. www.akhuwat.org.pk

VOL. 1, ISSUE 6 (June 2014) 6 Online ISSN 2347-7563


http://devinder-sharma.blogspot.com/2010/02/rbi-wakes-to-errand-ways-of-micro.html
http://www.akhuwat.org.pk/

Volume 1, Issue 6 (June, 2014) Online ISSN-2347-7563

Published by: Sai Om Publications

Sai Om Journal of Commerce & Management
A Peer Reviewed National Journal

HEALTH TOURISM — GLOBAL POSITIONING OF INDIA

Nikita Purandare

Student, Institute of Management Studies, DAVV,
Indore, India

Email: nikitapurandare26 @yahoo.com

ABSTRACT

With the advancement in technology and emerging trends in health care, the concept of medical
tourism has gain popularity and India has established itself as a prominent destination. The term
medical tourism can be interchangeably used as health tourism, the reason being that it facilitates the
travel and transfer of not only patients from one country to another but also the exchange of
technology, economy and culture across national boundaries. The other reason being that, this
concept is no longer restricted to only medical care but also alternative systems of medicine like
AYUSH and extends to wellness centres and spa. Unlike other avenues of international interaction and
exchange where the flow of goods, services and people is from developing nations such as India to
developed nations, in case of health tourism the trend is reverse. People in this case travel from
developed nations to developing nations for their medical care. Due to low cost of treatment while
conforming to the International quality standards and expectations of the patients and their
attendants.

Keywords: Medical Tourism; Health Tourism; Quality; Economy Aspect

INTRODUCTION

Medical tourism is patient movement from highly developed nations to other areas of the world for
medical care, usually to find treatment at a lower cost. Globalization has caused many countries to
evaluate their economical strengths and weaknesses, as well as reassess products or services in which
nations can benefit. A recent trend has shown that people from developed countries are seeking treat-
ment from the health professionals from developing countries due to the distinct cost advantage and
the possibility of combining leisure with well being. This preferential shift is broadly termed as
‘Medical Tourism’. Medical tourism (MT) is patient movement from highly developed nations to other
areas of the world for medical care, usually to find treatment at a lower cost. Globalization has caused
many countries to evaluate their economical strengths and weaknesses, as well as reassess products or
services in which nations can benefit. Medical tourism (also called medical travel, health tourism or
global healthcare) is a term initially coined by travel agencies and the mass media to describe the
rapidly-growing practice of travelling across international borders to obtain health care. Medical
tourists are people from the industrialized and developed nations such as USA, Europe, Australia and
The Middle East. Medical tourism is emerging as a major source for inflow of foreign currency in
developing countries, especially India. It serves the twin needs of the ailing patients as well as the
economically sick destination countries. Health tourism is emerging as a new term which can be
interchangeably used for medical tourism for its wider scope and applicability.

India has really become a global leader in medical tourism and is one of the world’s least expensive
choices among medical tourism destinations. Medical tourism is a growing sector in India. India’s
medical tourism sector is expected to experience an annual growth rate of 30%, making it a $2 billion
industry by 2015. India ranks second for medical tourism in the world. Though it spends less than
1.2% of its GDP on medical services but makes extra efforts to provide extra care and services to the
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foreign tourist while dealing with them. Medical treatment in India is very cost effective as it charges
20% less than any other foreign country for providing health facilities. It has been seen in the recent
past that patient from US, UK, and other foreign countries in a maximum number are coming to India
for their treatment.

Web Of Medical Tourism

QUALITY OF
INFORMATI
ON

QUALITY, ADVERTISIN
SAFETY AND G AND
AELS MARKETING

MEDICAL
TOURISM

ACRREDITAT NATIONAL
ION STRATEGIES

PROVIDERS

LITERATURE REVIEW

1. Patel et al (2013) explained the emergence of Indian medical tourism as one of the world's most
cost-efficient medical tourism destinations has helped India to attain a position among the global
leaders.

2. Cormany and Baloglu (2011) stated that “it is generally asserted, but as of yet unproven, that the
driving motivator for such travelers is cost savings”.

3. Dawn & Pal, (2011) defined medical tourism as the act of travelling to other countries to obtain
medical, dental and surgical care.

4. Pafhausen et. al. (2010) stated that, the popularity of medical tourism has increased significantly in
recent years. A combination of several factors has led to the recent increase in popularity of medical
tourism. Medical tourism is a new form of a niche tourism market which has been rapidly growing in
recent years.

5. Lunt, Smith, et al (2011) Consumers may solely travel with the purpose of receiving health care
services or combine their travel with an enjoyable vacation element. Hence, medical tourism is related
to the broader concept of health tourism.

6. Phua and Barraclough (2011) stated that the internal brain drain is one of the unintended
consequences of privatization as specialists can earn higher income in the private sector. In addition,
urban-rural disparities exist as most private hospitals are located in urban areas.

7. Pocock and Phua (2011) identified the key variables in medical tourism on the basis of available
evidences, namely delivery, financing, human resources, governance and regulation.

8. Jyothis, (2009) drew the inference that medical tourism thus emerges and offers inter-alia numerous
options for touring, sight- seeing, shopping and exploring healthy diets.

9. According to Smith, (2009) The free movement of goods and services under the auspices of the
World Trade Organization and its General Agreement on Trade in Services has accelerated the
liberalisation of the trade in health services.
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10. (Unti, 2009) emphasised on availability of evidence about the quality of a particular surgeon or
clinical team, which would encourage more people to pursue medical tourism.

11. Carabello (2008) concluded on the basis of his study that services provided to international patients
are often compiled by including wellness services as a preventive health service among.

12. Ehrbeck et al (2008) presented their view as, “Patient clinical outcomes and satisfaction do not
necessarily go together and satisfaction is not always the primary indicator for some treatments.” He
noted that cost is not necessarily the main driver, suggesting that availability and quality are the major
factors for many medical tourists.

13. Ernst and Young (2007) reported that the Indian healthcare industry is poised to grow at a
compounded annual growth rate of 15 percent. Nearly 90 percent of this growth will come from the
private sector.

14. Turner (2007) suggests that emphasis on marketing services as high technology and high quality is
common, as well as a focus on clinicians that have overseas experience (training, employment,
registration) is potentially important.

15. Carrera and Bridges (2006), defined health tourism as —the organised travel outside one‘s local
environment for the maintenance, enhancement or restoration of an individual‘s well-being in mind
and body.

16. Chacko (2006) highlights certain issues that need attention in medical tourism such as the
upgrading of basic amenities and hospital infrastructures, coordination between the health care and
tourism sectors, creation of a resource pool of highly skilled and cordial staff, manpower
standardization of services and accreditation of hospitals as well as a more positive impact on the
domestic healthcare services.

17. Datt (2006) provides a picture of medical tourism in India. The current drive to improve facilities
and the huge makeover is striking.

18. Glinos et al., (2006) identify five drivers behind the increases in demand for medical services
overseas: familiarity, availability, cost, quality and bioethical legislation (international travel for
abortion services, fertility treatment), and euthanasia services.

19. Jain (2006) states that most patients from countries like the USA and UK travel to developing
countries such as India for treatment because India offers some of the cheapest pricing options of
treatment, offers a good holiday, and there are no waiting lists or queues to stand in.

20. Mohanty and Madhav (2006) are of the opinion that the Indian health care industry began to
recently emerge as a prime destination for medical tourists by upgrading its technology, gaining
greater familiarity with western medical practices and improving its image in terms of quality and cost.

21. Muscat et al (2006) proposed that outsourced patients often travel relatively short distances and
contracted services (both public and private) are more likely to be subject to robust safety audits and
guality assurance these individuals could be described as collective medical tourists.

22. Rosenmoller, et al. (2006) identify five types of international patients,

(i) Those who need to seek health care services abroad while on holiday in a foreign country, (ii)
international retirement migrants who seek health care services in the foreign country in which they
reside,

(iii) Those who are sent abroad to receive health care services by their own health system

(iv) those who travel to a neighbouring country with the purpose of consuming health care services,
where home and destination regions share common borders and close ties and the destination country
may in fact be their country of origin, and (v) those who travel to another country with the purpose of
consuming health care services, where the foreign country is not their country of origin.
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23. Sujatha and Kumar (2006) claim that globalization has really opened many vistas for developing
countries like India to emerge as a centre of excellence in medical tourism.

24. Yilmaz and Bititci (2006) introduced a customer-orientation and developed a value chain oriented
performance management and measurement framework for medical tourism.

25. Rao (2005) described that a substantial number of foreigners are coming to India to avail the
quality medical treatment at a cost much lower than that of other countries of the world, particularly in
the field of cardiology, cardiac surgery, joint replacement, ophthalmology, pathology and Indian
systems of medicine etc.

26. Mukherjee and Mookerji (2004) mentioned that after Singapore and Thailand, India may be the
next multimillion dollar Asian medical industry.

27. A range of nomenclature is used in the health services literature, including international medical
travel (Huat, 2006a, Fedorov et al., 2009, Cormany and Baloglu, 2010, Crozier and Baylis, 2010),
medical outsourcing (Jones and Keith, 2006), medical refugees (Milstein and Smith, 2006), and even
biotech pilgrims (Song, 2010). Although for the purposes of this report we adopt the term medical
tourism, some commentators object to the use of this term (Whittaker, 2008, Glinos et al., 2010,
Kangas, 2010).

OBJECTIVE
1. To identify driving forces behind medical tourism
2. To analyse the economic flow across globe and country wise economic share
3. To identify global positioning of India in Medical tourism
4. To carry out SWOT analysis on Indian Medical tourism
FINDINGS
Unique Selling Points- India

India being a developing nation has emerged as a favourable destination for Medical tourism. The
unique selling points being:

1. Low cost of medical treatment

Experienced & talented pool of Medical Professionals.

Strong Private Hospital Infrastructure

Government support in terms of incentives and long term stay in India
Familiarity of Western Patients with Indian Doctors.

World-class treatment at competitive price:

Availability of skills, knowledge and resources:

Strong reputation in the advanced healthcare segment:

© 0o N o g bk~ DN

The diversity of tourist destinations availability:
10. Internationally accredited medical facilities using the latest technologies.
11. No long Waiting List

Hospitals in India for Medical Tourism

Some of the Indian Hospitals for Medical tourism
1. Apollo Hospitals, Chennai, Ahmedabad
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Narayana Hrudayalaya, Bangalore
Escorts Heart Institute & Research Centre, New Delhi
Indraprasth Apollo Hospital, New Delhi
Fortis Hospital
Tata Memorial Hospital, Mumbai
Wockhardt Hospitals, Mumbai, Bangalore
Hiranandani Hospital, Mumbai

© 0o N o g Bk~ DN

Arvind Eye Hospitals, Madurai
. AllMs, New Delhi

. Manipal Heart Foundation, Bangalore

e =
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. Mallya Hospital, Bangalore

=
w

. Shankara Nethralaya, Chennai

H
o

. KG Hospital, Coimbatore

=
(2]

. Ruby General Hospital, Kolkata, West Bengal

=
(o]

. Asian Heart Institute and Research Centre, Mumbai
. CMC, Vellore
. Max Hospitals

e e
© o =

. BM Birla heart hospital and research centre
20. Medanta hospital

Procedures Available To Medical Tourist
1. Bone Marrow Transplant

Brain Surgery

Cancer Procedures (Oncology) and Cardiac Care

Cosmetic Surgery

Dialysis and Kidney Transplant

Drug Rehabilitation

Gynaecology & Obstetrics

Health Checkups

Internal/Digestive Procedures

© © N o gk~ wDd
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. Joint Replacement Surgery

=
(BN

. Nuclear Medicine, Neurosurgery & Trauma Surgery

[EY
N

. Osteoporosis, Urology and Vascular Surgery

=
w

. Gall Bladder stones surgery and Hernia surgery

H
I

. Laparoscopic Appendicectomy,

[EY
ol

. Laparoscopic Banding of stomach for Morbid Obesity and others
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17. Heart surgery packages like Cardiac Surgery and Cardiology, Open Heart Surgery,
Angiographies and Angioplasties.

18. Treatments of different skin problems including skin grafting.

List of Top 10 Hospitals for Medical Tourists

© © N o a bk~ 0w Db

Prince Court Medical Center, Kuala Lumpur, Malaysia
Asklepios Klinik Barmbek, Hamburg, Germany
Clemenceau Medical Center, Beirut, Lebanon

Fortis Hospital, Bangalore, India

Wooridul Spine Hospital, Seoul, Korea

Bumrungrad International, Bangkok, Thailand
Anadolu Medical Center, Istanbul, Turkey

Bangkok Hospital Medical Center, Bangkok, Thailand
Gleneagles Hospital, Singapore

10. Asian Heart Institute, Mumbai, India
Revenue Generated World Wide
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Revenue Generated Through Medical Tourism In India
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Medical Tourism Destinations in Various Continents

Asian/Middle East The Americas | Europe Africa Other
China Argentina Belgium South Africa | Australia
India Brazil Czech Republic | Tunisia Barbados
Israel Canada Germany Cuba
Jordan Colombia Hungary Jamaica
Malaysia Costa Rica Italy

Singapore Ecuador Latvia

South Korea Mexico Lithuania

Philippines United States Poland

Taiwan Portugal

Turkey Romania

United Arab Emirates Russia

Thailand Spain

Source: Conference on Tourism in India— Challenges Ahead, 15-17 May 2008, IIMK
Profile of Medical Traveller across the Globe

Profile of Medical traveller across the globe
4%

B Lowest cost for procedures

u Better quality of care
Quicker access

B Advanced technology

® Treatment and tourism

Source: McKinsey Quarterly, health care “Mapping the market for Medical Tourism”, May 2008
Percentage of Foreign Patients Visited India in Year 2013

% of foreigners visited India in Year 2013

37.60%
40.00%

35.00%
30.00%
25.00%
20.00%
15.00% +
10.00% -+
5.00% -
0.00% -

Source: www.medicaltourisminindia.net
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Top 10 States/UTS In Number of Foreign Tourist Visits

Percentage of total foreign visits state wise distribution

30.00% 28:30%
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Country Wise Share of Medical Travel

DESTINATION

CONTINENT OF ORIGIN | Asia | Europe | Latin Middle | North

America | East America
Africa 95% 4% 1% - -
Asia 93% 1% - - 6%
Europe 39% 10% 5% 13% 33%
Latin America 1% - 12% - 87%
Middle East 32% 8% - 2% 58%
North America 45% - 26% 2% 27%
Australia and New Zealand | 99% - 1% - -

Source: IMaCS Research by McKinsey Quarterly, health care report
List of Client Countries

Country Client Countries Strengths
Thailand South Asia, Middle East, U.S.A Cosmetic surgery, organ transplants,
dental treatment, Joint replacement.
Jordan Middle East, USA Organ transplants, Fertility treatment,
cardiac care
India Middle East, USA, Bangladesh, Cardiac care, Joint replacement,
European Nations Lasik.
Malaysia Indonesia, Vietnam, West Asia, Cosmetic surgery
and Japan
South Africa USA, United Kingdom Cosmetic surgery, Lasik, Dental
treatment
Cuba USA Specialist niche treatment, vitiligo,
night blindness, cosmetic surgery

Source: Medical Tourism Industry - Advantage India By C.B. Venkata Krishna Prasad*
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Cost Comparison between USA and Other Countries
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Number of JCI Accredited Hospitals Providing Medical Tourism Services Continent Wise

Number of JCl accredited hospitals
900 337
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Source: http://www.jointcommissioninternational.org

CONCLUSION

SWOT analysis of Indian Medical Tourism:

STRENGTHS
1. Low cost of medical treatment - Prime India Medical Tourism Driver
2. Experienced & talented pool of Medical Professionals.
3. Strong Private Hospital Infrastructure
4. Government support in terms of incentives and long term stay in India
5. Familiarity of Western Patients with Indian Doctors.

WEAKNESSES

1. India is lagging behind in the competitive market due to the lack of adequate budgetary
support for promotion and marketing as compared to some of the competing destinations.

2. Taxation norms related to tourism industry, imposition of service tax and fringe benefit tax.

OPPORTUNITIES

1. Increasing number of health insurance plans will extend their networks to include selected
health care institutions around the world and will provide incentives to encourage beneficiaries
to use off shore facilities for expensive surgical procedures.

VOL. 1, ISSUE 6 (June 2014) 15 Online ISSN 2347-7563



Sai Om Journal of Commerce & Management

A Peer Reviewed National Journal

2. Modern well equipped hospitals in some areas of India serve the role of regional referral
centre for patients from poor neighbouring countries providing low cost services.

3. To provide for brighter prospects for the industry, the hospitals can also acquire international
accreditation.

4. Government of India can also reinforce its support through infrastructure development.

CHALLENGES

1. Selection of the best possible destination for the specific service poses a challenge to the
medical tourist.

2. Safety of the patients or tourists visiting India.

3. Cultural and Psychological barriers of the hosts towards outsiders.

4. Government restrictions imposed on tourists.

RECOMMENDATIONS
1. Initiative should be taken in creating a unique brand for Indian tourism which is vibrant
and based on sustainable development.
2. More and more hospitals should be encouraged to get accreditation [JCI & NABH}
3. Developing effective marketing plans and strategies for sustainable development.
4. Market research should be conducted in the areas of tourism services and products, their
pricing, security issues, safety and quality etc.
5. Usage of the various technological tools, including the internet, for advertising for
greater and wider impact.
6. Publicity and materials used for promotional aspects should be made tax free.
7. Tourism training should be imparted at the institutional level to create the awareness of
new niche areas of tourism.
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ABSTRACT

Derivatives settlement has been linked to an increased volatility in the stock market. In India, where
the series is settled (or expires) on last Thursday of every month the apprehension lies about a
increase turbulence in stocks. The study undertaken suggests that entire last week of settlement/ expiry
witnesses rollover activity i.e. closing of current FnO series positions and opening of next series FnO
positions happens over entire week till settlement day. If at all increased volatility exists, it so happens
on the day subsequent to expiry day i.e. on first day of new series.

Keywords: Rollover; Settlement; Expiry; Volatility; Open Interest

INTRODUCTION

Derivatives are products who derive their value from the underlying asset. Underlying asset could be
gold, silver, currency or equity. In short it means that a gold future will follow movement of gold
prices in spot market. As for equity, say a XYZfuture will go up if share price of XYZgoes up and
follow the movement on downside also.

In stock market in India, the derivatives have either stocks or the index as the underlying asset.
Futures and options are two derivative products which are traded on Indian stock exchanges.

Futures — A future is an agreement between two parties to buy an asset at a fixed price in specified
guantity at a future date.

For e.x. A buys a XYZ future (lot size 250 shares) from B at a price of 900 on 1% Feb. The series gets
settled (or expires) on 27" Feb which is last Thursday of the month. It means that A has agreed to buy
250 XYZ shares at a price of 900 on 27" Feb. Now on settlement day, XYZ future closing price
(which is equaled to XYZ spot price) is 950. It means that A, who had locked its price at 900, has
made a profit of Rs. 50. B, on contrary, has to sell it to A at 900, where there was an opportunity to sell
at 950 causing him a loss of Rs. 50. So B pays A 50 x 250 shares = Rs.12500 to finish off the
transaction.

It is to be noted that no actual transaction of shares has happened, the transaction is completely cash
settled .What is honored is a profit /loss deal for 250 XYZ shares.

In India, equity futures are completely cash settled whereas commodity futures provide an option of
cash settlement or delivery settlement. Delivery settlement allows the buyer to take physical delivery
of asset if prices go down below his buying price.

Futures essentially leveraged positions meaning by paying a fraction of price , the trader can carry
excessive value positions .As in above transaction A need not pay entire amount of 2,25,000( 900*
250) . He has to pay a fraction amount called as initial margin (10-15-20%) as stipulated by exchange.
Since it is a leveraged position he is holding, this position has to end at some point of time .This
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settling of account happens on last Thursday or settlement day. The trader has full freedom to square
off / sell his future any time before expiry day also. However should he choose to hold on to his
position till very end, on settlement day , the exchange squares off the trader’s position at underlying
asset’s spot closing price after market closes on settlement/expiry day.

Terminology - Futures — To buy an asset at a fixed price for a future date by paying only a fractional
amount of value (called as margin). e. x. a trader buys 300 shares of a Rs.1000 price share whose
margin requirement is 10%( determined by stock exchange), then he has to pay 10% of 3,00,000 i.e.
30,000 only.

Settlement - THE LAST THURSDAY

Leveraged buying has to end someday. The position taken, if not cleared off by trader will be
compulsorily squared off by the exchange on last Thursday which marks the end of that Future series.

Open Interest — When a future transaction happens, a buy position and a sell position is created.
Summation of all positions explains the total interest the traders have in a particular future.

e.x. If A buys 1 future, so there has to be another entity B who has sold this future. This transaction
has created an Ol of 1.

If A intends to sell the future he bought to C next day , this transaction will not increase Open Interest
and it will still stand at 1.

Rollover — As a future series nears it end towards last Thursday , traders who want to continue their
position in a particular future sell/ square-off the future of current settlement and buy future of next
month series.

e. X. If a trader holds position in XYZ future of 30-Jan-14 series then on or before expiry date he sells
the Jan series future and concurrently buys XYZ future of 27-Feb -14 series

At any point of time 1-month, 2-month and 3-month series exist for any future.
REVIEW OF LITERATURE

The impact of derivative trading on the volatility of prices of underlying assets is not well understood.
There is wide disagreement among researchers at both the conceptual and the empirical front. Dentine
(1978) argues that a future trading improves market depth and stability as the cost of responding to
mispricing by informed traders is reduced. Antonio and Holms (1995) also suggest that the
introduction of derivatives reduces volatility in cash market since speculations shifts to derivative
market. On the other hand, Ross (1989) suggests that derivative trading increases the volatility in the
cash market. He argues that derivative trading improve the overall price efficiency of equity market
through noise reduction. However, the non-arbitrage condition between spot and derivatives market
segments implies that the variance of the price change will be equal to the information flow. The
implication of this is that the volatility of asset price increases as the rate of information flow
increases. Thus, if futures increase the flow of information, then in absence of arbitrage opportunity,
the volatility of spot price must increase.

Similarly, the empirical studies on this issue also come with conflicting conclusions. Some studies (e.
g., Stein, 1987; Kamara et al., 1992; Jagadeesh and Subramanyam, 1993; Narasimhan and
Subrahmanyam, 1993; Peat and McCrrory, 1997) show that the volatility of the prices of underlying
assets increases after the introduction of derivative trading. This is understood to be the result of
speculative activities in derivative market segment; however, as Harris (1989) comments, it is difficult
to attribute the observed increase in the volatility solely to derivative trading. Edwards (1988); Herbst
and Maberly (1992); Antoniou and Holmes (1995) find that the introduction of the index futures
resulted in increased level of volatility in the short run, but no significant impact is found in the long
run.
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OBJECTIVES
1. To study if settlement day significantly impacts underlying asset.

2. To check if there exists a linear relation between open interest of closing series and subsequent
series.

3. To study the price changes in spot prices in comparison to pre-expiry and post- expiry prices.
METHODOLOGY

Research focuses on secondary data gathered from website of stock exchanges. Data gathered has been
for two calendar years 2012 & 2013. An exploratory study is being undertaken to study if settlement
day indeed causes higher volatility on underlying asset. Study is undertaken for biggest constituent of
NSE i.e. Reliance Industries .

SCOPE

1. The study utilizes secondary data for two calendar years 2012 and 2013 which comprises a
total of 24 settlement cycles.

2. The Ol is studied for last four days of settlement cycle as it represents the final week (till
Thursday only).

3. Variation in underlying asset prices is compared for settlement day with its previous day and
subsequent day.

4. Study is conducted for Reliance futures with its shares as underlying.
LIMITATIONS

External validity is a concern as only two years of data is being studied upon. Secondly the study being
undertaken for index may tend to yield more stable results inherently compared to particular stock or
sector indices.

HYPOTHESIS

H1 — There exists a significant variation of underlying prices on the settlement day of Future series.
H2 — There exists a significant correlation between Ol of expiring series and the subsequent series.
Data analysis

Variations are measured in numbers; hence negative signs for downward change have been
completely ignored

Percentage change in Reliance closing prices

Pre expiry | Expiry | Post expiry
Jan 2012 1.58 0.6 3.72
Feb 1.82 0.32 0.32
Mar 0.73 0.14 3.58
Apr 1.19 1.19 0.66
May 0.09 0.09 2.88
Jun 0.14 0.14 2.49
Jul 0.36 1.27 1.53
Aug 1.02 0.16 2.17
Sep 0.6 1.77 0.89
Oct 0.69 0.06 1.41
Nov 1.7 1.46 0.94
Dec 0.92 1.27 2.76
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Jan 2013 1.87 1.42 0.83
Feb 0.95 2.1 0.42
Mar 0.17 0.33 0.76
Apr 1.77 1.98 3.32
May 0.53 1.31 3.64
Jun 0.02 3.29 0
Jul 0.06 0.02 3.05
Aug 1.06 4,12 1.02
Sep 2.92 1.274 0.2
Oct 0.15 1.84 0.71
Nov 0.39 1.19 0.62
Dec 0.2 1.17 0.98
Mean % change 0.59 0.77 1.06

Source: www.nseindia.com
Reliance Price Chart for 2012-13.

OBSERVATIONS

1.

2.

The major increase in open interest(Rollover) of subsequent series happens in the expiry week
of current series. It means that in final week of month , beginning Monday ,closing or squaring
off of current series starts and simultaneously opening of next series position commences.

When average percentage changes for closing prices of underlying asset shares were
compared for three days : pre-expiry day ,expiry/settlement day, post-expiry day the highest
change was observed on post expiry day i.e. start of new settlement cycle. Turbulence happens
on next day.

Most of reduction in Ol in current series and increase of Ol in next series happens in the last 4
days of settlement.

TEST RESULTS

1.

Independent sample t-test taken for closing prices of expiry day with those of pre-expiry day
yielded a F-value of 1.252(sig 0.269) significantly less then critical value. There thus exists no
reason to reject null hypothesis, thus there exists no significant difference in spot values on
pre-expiry, expiry day and post expiry. We therefore reject H1.

However the average percentages for these 3 days stand at 0.59%, 0.77% and 1.06%
respectively. It can be easily observed that post expiry day i.e. start of new series is
comparatively more volatile than either expiry or pre-expiry day.
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