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Editorial...

Being the editor of Kautilya-
News Letter, I am happy to say
that the very purpose of the News
Letter is to provide updated
information about the ongoing
changes and current economic
events taking place in and around
the economy, to the targeted
audience of the college. In this
connection, the department is
happy to place before the earnest
readers, the 15" issue of Kautilya,
which is getting released at the
weekly assembly.

As aregular feature this issue
covers a brief write up on the
contributions of Nobel laureate,
Bertil ohlin, who was jointly
awarded the Nobel Memorial
Prize in Economic Sciences in
1977 together with the British
economist James Meade” for their
path breaking contribution to the
theory of international trade and
international capital movements”.
also includes few writings
contributed by the staff and
students of Economics.

The Newsletter has accommo
dated small write ups and the
Reports on Special lectures.

However, the main aim of the
newsletter is to provide an
opportunity for both staff and
students to express their views on
relevant economic issues through
their contributions in the form of
articles and write ups.
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Bertil Gotthard Ohlin

He was a Swedish economist and politician. He was a professor
of economics at the Stockholm School of Economics from 1929 to 1965.
He was also a leader of the People’s Party, a social-liberal party which
was the largest party in opposition to the
governing Social Democratic Party, from 1944
to 1967. He served briefly as Minister of
Commerce and Industry from 1944 to 1945 in
the Swedish coalition government during World
War II. He was President of the Nordic
Council in 1959 and 1964.

Ohlin’s name lives on in one of the
standard mathematical models of international
free trade, the Heckscher—Ohlin model, which
he developed together with Eli Heckscher. He was jointly awarded
the Nobel Memorial Prize in Economic Sciences in 1977 together with
the British economist James Meade “’for their path breaking contribution
to the theory of international trade and international capital movements”.

Bertil Ohlin was raised in Klippan, Scania with seven siblings, where
his father Elis was a civil servant and bailiff. His mother Ingeborg influenced
him with her left-liberal views on the society, with nordic partnership
and Karl Staaff as her role model. Having received his B.A. from Lund
University 1917 and his MSc. from Stockholm School of Economics in
1919, he thereafter obtained an M.A. from Harvard University in 1923
and his doctorate from Stockholm University a year after in 1924. In
1925, he became a professor at the University of Copenhagen. In 1929,
he debated with John Maynard Keynes and contradicted he latter’s view
on the consequences of the heavy war reparations payments imposed
on Germany. (Keynes predicted a war caused by the burden of debt,
but Ohlin thought that Germany could afford the reparations.) The debate
was important in the modern theory of unilateral international payments.

In 1930, Ohlin succeeded Eli Heckscher, his teacher, as a professor
of economics, at the Stockholm School of Economics. In 1933, Ohlin
published a work that made him world-renowned, Interregional and
International Trade. Ohlin built in it an economic theory of international
trade from earlier work by Heckscher and his own doctoral thesis. Itis
now known as the Heckscher—Ohlin model.

The model was a breakthrough because it showed how comparative
advantage might relate to general features of a country’s capital and labor,
and how those features might change through time. The model provided
a basis for later work on the effects of protection on real wages, and has
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been fruitful in producing predictions and analysis; Ohlin
himself used the model to derive the Heckscher—Ohlin
theorem, that nations would specialize in industries most
able to utilize their mix of national resources efficiently.
Today, the theory has been largely disproved, yetitis
still a useful framework by which to understand
international trade.

In 1937, Ohlin spent half a year at the University of
California, Berkeley, as a visiting professor. Later, Ohlin
and other members of the ““Stockholm school”” extended
Knut Wicksell’s economic analysis to produce a theory
of the macro economy anticipating Keynesianism.

Ohlin was the leader of the Liberal People’s
Party from 1944 to 1967, the main opposition party to
the Social Democrat Governments of the era, and from
1944 to 1945 was Minister of Commerce and
Industry in the wartime government. In 2009, a street
adjacent to the Stockholm School of Economics was
named after Ohlin: “Bertil Ohlins Gata

Wassily Leontief made a study of the theory that
seemed to invalidate it. He noted that the United States
had a lot of capital; therefore, it should export capital-
intensive products and import labor-intensive products.
Instead, he found that it exported products that used
more labor than the products it imported. This finding is
known as the Leontief paradox.

Publications:
¢ The German Reparations Problem, 1930

¢ The Cause and Phases of the World Economic
Depression. Report presented to the Assembly of the
League of Nations Geneva: Secretariat of the League
of Nations; 1931.

e Interregional and International Trade, 1933

Mechanisms and Objectives of Exchange Controls,
1937

- Venkatalakshmi M N
Associate Professor & HoD, Economics.
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AND
EMERGING AREAS
ECONOMICS

Resource Person: Dr. Bettina C Sudhaker, Adjunct Professor, GEMS Business School.

Special skills are crucial for job opportunities

The department of Economics in association
with IQAC, Mahajana First Grade College (A),
Mysuru had organised an Expert Talk and
Interactive Session on Career Opportunities and
Emerging Areas in Economics in the college
premises.

Dr. Bettina C Sudhakar, Adjunct Professor,
GEMS Business School, who was the resource
person, addressed the students on the career
opportunities available in the field of Economics.
She stressed on the fact that there was a strong
demand for bright economic graduates through
out the global market. In continuation Dr. Bettina
threw light on the top recruitments for graduates
in the Ministry of Finance, Department of
Revenue, Department of Foreign Trade and other
career path in the private sector. The speaker
added that after the completion of post graduation
in Economics, one could look forward to bagging
job roles in the field of Academics, research,

She
opined that, an exciting skill set was crucial for a
great jump start and career development in this
field. Dr. BettinaC Sudhakar’s presentation also
spoke about the various specialisations in
Economics and highlighted upon emerging areas
in the field of Economics.

Dr. B.R. Jayakumari, Principal; CEO and
Academic Advisor, Dr. S R Ramesh, Smt. M N
Venkatalakshmi, Head, Department of
Economics, Dr. Pushparani P G, Assistant
Professor, Mr. Chaluvegowda and students of the
department were present during the event.
Comparing and vote of thanks of the programme
was carried out by the student Ms. Siri, IV
semester BA. The invigorating session helped
students gain valuable insights into the study of
economics as an exciting career option and well
received by the students of economics present
on the occasion.

investment and finance sectors as well.
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Inequality- an introduction
Measure, Magnitude and way out of inequality

Inequality is a measure of the distribution of
income and wealth among the participants in a
particular economy, such as that of a specific

country or of the world in general
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Why did the RBI Withdraw the 2000 Rupees Notes?

Reasons and Impact on the economy:

On May 19, 2023, the Reserve Bank of India
(RBI) announced that it will withdraw the Rs 2000
denomination banknotes from circulation.While
the existing notes will remain legal tender. The RBI has
provided a generous timeframe, allowing individuals to
deposit or exchange the notes until September 30,
2023.This move is part of the RBI’s Clean Note
Policy, which aims to provide the public with high-quality
currency notes and coins with improved security features.

Why Sudden Ban in INR 2000 Notes in India

1. Disrupting Illegal Activities: The sudden ban on
2000 rupee notes aims to disrupt the financial operations
of illegal activities such as corruption, terrorism, and
money laundering. By invalidating a significant portion

of unaccounted cash, the government hopes to make
such activities more challenging to carry out.

2. Encouraging Digital Transactions: The
government’s emphasis on promoting digital payments
and a cashless economy is reinforced through this action.
By discouraging the use of high-denomination notes, it
aims to encourage citizens to adopt digital modes of
transactions, fostering transparency and reducing the
reliance on cash.

The RBI said that the withdrawal of the Rs.2000
notes is part of its currency management operations.The
Rs. 2000 banknotes were introduced in 2016 to meet
the immediate currency requirements after the
withdrawal of Rs 500 and Rs. 1000 notes during
the demonetization exercise. With an adequate supply
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of other denominations available, the printing of Rs.
2000 notes was stopped in 2018-19, as the initial
objective of expediting the currency requirement was
achieved.

As of March 31, 2023, the value of Rs 2000
banknotes in circulation has decreased to Rs 3.62 lakh
crore, constituting only 10.8% of the total notes in
circulation.The last time India demonetised
currency was in November 2016 when the
government withdrew 500 and 1000 rupees notes in
an effort to remove forgeries from circulation. The move
took away 86% of the economy’s currency in
circulation by value overnight.

2000 Rupee Note Ban Reason

1. Curbing Black Money: One of the primary
motives behind demonetization is to combat the issue
of black money, which refers to undisclosed income or
wealth that evades taxation. By banning 2000 rupee
notes, which were believed to be popular among those
involved in illicit activities, the government aims to
discourage the hoarding of unaccounted cash.

2. Countering Counterfeit Currency: Another
crucial aspect is the government’s effort to tackle
counterfeit currency. 2000 rupee notes, being of higher
denominations, were more susceptible to counterfeiting,
posing a threat to the integrity of the Indian currency.
The ban aims to mitigate this risk and enhance the
security features of the legal tender.

2000 Rupee Exchange Rules

1. Exchange Period: The government has
provided a specific period during which individuals can
exchange their 2000 rupee notes at designated banks
or post offices. The exchange window is typically
announced and lasts for a limited duration to facilitate a
smooth transition.

2. Identification and Documentation: To exchange
the 2000 rupee notes, individuals are required to provide
valid identification documents such as Aadhaar card,
PAN card, or Voter ID, along with a proof of address.
This ensures that the process is transparent and helps
prevent misuse.

3. Cash Deposit: In case an individual possesses
a large sum of 2000 rupee notes, exceeding the
prescribed exchange limit, they may be required to
deposit the surplus amount into their bank accounts.
The deposited money will be subject to scrutiny and
verification by the concerned authorities.

Impact on the Economy

=  The RBI governor stated that the impact of
withdrawal of 2000 rupees’ notes will be very marginal”
on the economy because it accounts for only 10.8% of
currency in circulation.

=  The withdrawal will not cause disruption “either
innormal life or in the economy” as there is an adequate
stock of banknotes in other denominations.

=  Some economists said that the withdrawal of
the higher-value note is “a sensible form of
demonetization” and could boost bank deposits at a time
of high credit growth.

=  The withdrawal could ease the pressure on
deposit rate hikes and could also result in moderation
in short-term interest rates and would help to curb black
money and corruption.

= Short-term Disruptions: The demonetization of
2000 rupee notes may lead to temporary disruptions in
daily transactions, as people adjust to the new currency
landscape. However, with adequate measures in place,
such as the availability of lower denominations and digital
payment alternatives, the impact can be mitigated.

Economic Impact: The move can have both positive
and negative implications for the economy. On one hand,
it may deter black money hoarders, encourage
formalization of the economy, and increase tax revenues.
On the other hand, it may temporarily affect consumption
patterns, particularly in sectors relying heavily on cash
transactions.

- Venkatalakshmi M N

Associate Professor & HoD, Economics.




