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Research Proposal for ICER Fellowship Josef Montag Provisional Title: Industry delicensing and trade liberalization in India: Effects on women’s relative labor market performance Objectives/Aims: The objective is to study the effects of industry delicensing waves (1985 and 1991) and trade liberalization (1991) on women’s labor market performance, particularly employment and pay, in India. To the extent women are minority in the labor market and may be discriminated against, increased competition (resulting from fall of entry restrictions and foreign trade) should make discrimination more costly and therefore alter decisions of discriminating agents (managers, unions) and/or their survival prospects. If this is true and keeping all else constant, women’s relative employment as well as their pay should rise. Related research I have recently looked at effects of differences in labor regulation across Indian states on women’s labor market outcomes, finding substantial negative effects on women’s employment associated with more rigid labor regulation (Montag, 2010). While studies looking at how women do in Indian labor market are difficult to find, there seem to be a general recognition to the claim that women in India and in other developing countries have been traditionally disadvantaged. It is for instance well known that femalemale ratios are substantively smaller in developing compared to developed countries (Sen, 1992). Thus it is reasonable to expect that discriminatory preferences are present among Indian employers and/or workers. Effects of delicensing of Indian industries, which came in two waves in 1985 and 1991, in both cases unexpectedly after assassination of Congress Party leaders (Indira Gandhi in 1984 and Rajiv Gandhi in 1991), were recently studied by Aghion et al. (2008) and Chari (nd). Both studies find substantial improvements in firm performance in the deregulated sector. Similarly, Topalova and Khandelwal (nd) find that reductions in trade protectionism have led to higher levels of firm productivity. Theory linking market structure to the extent to which managers are able to indulge in discriminatory tastes can be found in Becker (1971) and Alchian and Kessel (1962). Profit constraints in an industry, either implicit or explicit, can lead to rent-sharing that is likely to reflect (discriminatory) preferences of agents who possess decision-making authority. On the other hand competition should decrease the rents and profits as well as increase the relevancy of the costs related to discrimination to firm’s decisions and survival prospects. Thus it is reasonable to expect that the extent to which discrimination affects women’s labor market prospects might have been altered by industry delicensing and trade liberalization. Black and Strahan (2001) is the study most akin to the proposed project. Authors look at the effects of deregulation of banking industry in the United States, finding that women’s wages fell less relative to men’s and women’s share on employment in managerial positions rose as a result of deregulation. They conclude that this is consistent with the theory cited above. Data and budget Data on industry delicensing from Aghion et al. (2008) are publicly available. Petia Topalova kindly sent me the district-level data on tariff protection used in Topalova and Khandelwal (nd). The only source covering gender-specific information on employment around the relevant dates, are National Sample Survey Employment & Unemployment data. I have made an inquiry with National Sample Survey Office describing my research project and was advised to obtain Employment & Unemployment data from survey rounds of 1983, 1987-88, 1993-94, and 1999-00. Unfortunately these are not free. I therefore supply budget based on the official Rate List of Unit-Level NSS Data.1 The cost depends on 1 The Rate List can be found on the website of Ministry of Statistics and Programme Implementation (http://mospi.nic.in), I can also send it upon request.
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whether I would buy the data as an individual researcher or whether it would have to be obtained through an institution. Budget: NSS data costs



Year



Round



Individual researchers



Institutions Libraries Corporates



Price in USD 1983 1987-88 1993-94 1999-00 Total



38 44 50 55



422 450 403 394



845 901 806 789



1669



3341



Significance While the hypothesis I propose to test is straightforward, this would be the first study looking at effects of delicensing and trade liberalization in India on women’s labor market position. Also, while discrimination is an ever-present topic in economics as well as outside of it, opportunities to test it’s presence, institutional determinants, and the predictions of canonical theories are truly sparse. Rapid and unexpected changes in India’s economic policies in 1985 and 1991 constitute a natural experiment allowing to do this. Lastly, this would be a rare study looking at women’s labor market performance and its determinants in a developing country, where the issue is likely to be of high importance. References Aghion, P., Burgess, R., Redding, S. J., and Zilibotti, F. (2008). The unequal effects of liberalization: Evidence from dismantling the License Raj in India. American Economic Review, 98(4):1397–1412. Alchian, A. A. and Kessel, R. A. (1962). Competition, monopoly, and the pursuit of money. In Aspects of Labor Economics, pages 157–184. NBER, published by Princeton University Press. Becker, G. S. (1971). The Economics of Discrimination. University Of Chicago Press, 2nd edition. Black, S. E. and Strahan, P. E. (2001). The division of spoils: Rent-Sharing and discrimination in a regulated industry. The American Economic Review, 91(4):814–831. Chari, A. (n.d.). Identifying the aggregate productivity effects of entry and size restrictions: An empirical analysis of license reform in india. American Economic Journal: Economic Policy. Montag, J. (2010). Is pro-labor law pro-women? Evidence from india. SSRN eLibrary. Sen, A. (1992). Missing women: Social inequality outweighs women’s survival advantage in Asia and North Africa. British Medical Journal, 304(6827):587–588. Topalova, P. and Khandelwal, A. (n.d.). Trade liberalization and firm productivity: The case of India. Review of Economics and Statistics.
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